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2 2 S tatem ents contained in this com m unication that refer to P acific E thanol’s estim ated or anticipated future results or other n on - historical expressions of fact are forw ard - looking statem ents that reflect P acific E thanol’s current perspective of existing trends and inf orm ation as of the date of this com m unication. F orw ard looking statem ents generally w ill be accom panied by w ords such as “anticipate,” “beli eve ,” “plan,” “could,” “should,” “estim ate,” “expect,” “forecast,” “outlook,” “guidance,” “intend,” “m ay,” “m ight,” “w ill,” “possible,” “po ten tial,” “predict,” “project,” or other sim ilar w ords, phrases or expressions. S uch forw ard - looking statem ents include, but are not lim it ed to, the ability of P acific E thanol to tim ely and successfully execute on, and the effects of, its initiatives to im prove plant effici enc ies and increase yields, diversify feedstock, diversify its revenue stream s, and produce advanced biofuels; m arket conditions, including the s upp ly of and dem and for ethanol and co - products, as w ell as m argins, com m odity prices, and export conditions; the tim ing and effects of the r e - adoption and im plem entation by the C alifornia A ir R esources B oard of a L ow  - C arbon F uel S tandard; the tim ing and effects of other governm ental regulations ; P acific E thanol’s projections concerning certain expenses, including capital expenditures; statem ents about the benefits of the A ventine m erger, including future financial and operating results, P acific E thanol’s or A ventine’s plans, objectives, expecta tio ns and intentions and the expected tim ing of com pletion of the transaction. It is im portant to note that P acific E thanol’s goals and ex pectations are not predictions of actual perform ance. A ctual results m ay differ m aterially from  P acific E thanol’s current expectations depen din g upon a num ber of factors affecting P acific E thanol’s business, A ventine’s business and risks associated w ith m erger transactions. T h ese factors include, am ong others, adverse econom ic and m arket conditions, including for ethanol and its co - products; raw  m aterial costs, in cluding ethanol production input costs; changes in governm ental regulations and policies; and insufficient capital resources. T hese f act ors also include, am ong others, the inherent uncertainty associated w ith financial projections; restructuring in connection w ith, and suc cessful closing of, the A ventine m erger; subsequent integration of A ventine and the ability to recognize the anticipated synergies and benefi ts of the A ventine m erger; the ability to obtain required regulatory approvals for the transaction (including the approval of antitrust au thorities necessary to com plete the acquisition), the tim ing of obtaining such approvals and the risk that such approvals m ay result in th e im position of conditions that could adversely affect the com bined com pany or the expected benefits of the transaction; the ability to ob tai n the requisite P acific E thanol and A ventine stockholder approvals; the risk that a condition to closing the A ventine m erger m ay no t b e satisfied on a tim ely basis or at all; the failure of the proposed transaction to close for any other reason; risks relating to the value of the P acific E thanol shares to be issued in the transaction; the anticipated size of the m arkets and continued dem and for P acific E thanol’s and A v ent ine’s products; the im pact of com petitive products and pricing; the risks and uncertainties norm ally incident to the ethanol produc tio n and m arketing industries; the difficulty of predicting the tim ing or outcom e of pending or future litigation or governm ent invest iga tions; changes in generally accepted accounting principles; costs and efforts to defend or enforce intellectual property rights; successful com  pliance w ith governm ental regulations applicable to P acific E thanol’s and A ventine’s facilities, products and/or businesses; changes in th e l aw s and regulations; changes in tax law s or interpretations that could increase P acific E thanol’s consolidated tax liabilities; the l oss of key senior m anagem ent or staff; and such other risks and uncertainties detailed in P acific E thanol’s periodic public filings w ith the S e cur ities and E xchange C om m ission, including but not lim ited to P acific E thanol’s “R isk F actors” section contained in P acific E thanol’s F or m  1 0 - Q  filed w ith the S ecurities and E xchange C om m ission on N ovem ber 12, 2014 and from  tim e to tim e in P acific E thanol’s other investor com m uni cat ions. E xcept as expressly required by law , P acific E thanol disclaim s any intent or obligation to update or revise these forw ard - lookin g statem ents. C autionary S tatem ents

 



 

3 3 A dditional Inform ation T his com m unication is being m ade partially in respect of the proposed m erger betw een P acific E thanol, Inc. and A ventine R enew able E nergy H oldings, Inc. In connection w ith the proposed m erger, P acific E thanol has filed w ith the S ecurities and E xchange C om m ission a registration statem ent on F orm  S  - 4 that includes a prelim inary joint proxy statem ent of P acific E thanol and A ventine that also constitutes a prospectus of P acific E thanol. U pon effectiveness of the registration statem ent, a defin iti ve joint proxy statem ent/prospectus w ill be delivered to the stockholders of P acific E thanol and A ventine. IN V E S T O R S  A N D  S E C U R IT Y  H O L D E R S  A R E  U R G E D  T O  R E A D  T H E  D E F IN IT IV E  JO IN T  P R O X Y  S T A T E ME N T /P R O S P E C T U S  A N D  O T H E R  D O C U ME N T S  T H A T  WIL L  B E  F IL E D  WIT H  T H E  S E C U R IT IE S  A N D  E X C H A N G E  C O MMIS S IO N  C A R E F U L L Y  A N D  IN  T H E IR  E N T IR E T Y  WH E N  T H E Y  B E C O ME  A V A IL A B L E  B E C A U S E  T H E Y  WIL L  C O N T A IN  IMP O R T A N T  IN F O R MA T IO N . T his com m unication does not constitute an offer to sell or the solicitation of an offer to buy any securities or a solicitati on of any vote or approval. Investors and security holders w ill be able to obtain free copies of the registration statem ent and the definitive joint prox y statem ent/prospectus (w hen available) and other docum ents filed w ith the S ecurities and E xchange C om m ission by P acific E thanol through the w ebsite m aintained by the S ecurities and E xchange C om m ission at http://w w w .sec.gov . C opies of the docum ents filed w ith the S ecurities and E xchange C om m ission by P acific E thanol w ill be available free of charge on P acific E thanol’s internet w ebsite at w w w .pacificethanol.com  or by contacting P acific E thanol’s investor relations agency, L H A , at (415) 433 - 3777. P acific E thanol, A ventine, their respective directors and certain of their executive officers and em ployees m ay be considered participants in the solicitation of proxies in connection w ith the proposed transaction. Inform ation about the directors and executive officers of P acific E thanol is set forth in its proxy statem ent for its 2014 annual m eeting of stockholders, w hich w as filed w ith the S ecurities and E xchange C om m ission on A pril 28, 2014. A dditional inform ation regarding the participants in the proxy solicitations and a description of their direct and indirect interests, by security holdings or otherw ise, w ill be contained in the definitive joint proxy statem ent/prospectus filed w ith the above - referenced registration statem ent on F orm  S  - 4 and other relevant m aterials to be filed w ith the S ecurities and E xchange C om m ission w hen they becom e available. A  m ore com plete description w ill be available in the registration statem ent and the definitive joint proxy statem ent/prospect us.

 



 

F ounded in 2003 F irst pure play public ethanol com pany – N A S D A Q : P E IX  F our strategically located bio - refineries in the Western U S  w ith com bined operating capacity of 200 MG Y  With production and m arketing selling over 500 MG Y  C urrent feedstock: corn, sugar, m ilo &  w aste beverage products D eveloping cellulosic and other advanced biofuel technologies B urley, ID  60MG Y  B oardm an, O R  40MG Y  Madera, C A  40MG Y  S tockton, C A  60MG Y

 



 

5 5 R ecent H ighlights R eported strong 2014 financial results $1.1B  in net sales A  r ecord 513.2M total gallons sold $108.5M in gross profit $ 91.4M in operating incom e $ 95.0M in A djusted E B IT D A  In 2014, significantly reduced debt &  increased liquidity ending year w ith $62M in cash &  $114M in w orking capital

 



 

6 6 R epurchased plant ow nership interest, now  at 96%  E stablished S trong F oundation for G row th 2014 initiatives have strengthened our balance sheet and im proved liquidity R educed cost of borrow ing and enhanced liquidity R educed overall debt balances • E lim inated parent com pany debt • S ignificantly reduced plant debt S trong balance sheet provides platform  to grow  the business through plant im provem ents and acquisitions

 



 

7 7 A ventine Merger A greem ent H ighlights O n D ec. 31, 2014 P acific E thanol, Inc. and A ventine R enew able E nergy H oldings, Inc. announced a definitive m erger agreem ent under w hich P acific E thanol is to acquire all of the outstanding shares of A ventine in a stock - for - stock m erger. C onnects D estination &  O rigin Market S trategies, P roviding S ynergies in P roduction &  Marketing E xpands Marketing R each into N ew  Markets &  E xtends C o - product Mix Increases C om bined A nnual P roduction C apacity to 515 MG Y  w ith Marketing V olum e to 800 MG Y

 



 

8 8 E xpanding P roduction &  Marketing A dvantage H Q  P acific E thanol P lants Marketing P artner P lants T erm inals A ventine P lants S ituated to access m arkets in 48 states w ith ethanol production and m arketing Increases m arketing volum e to over 800 m illion gallons per year C urrent Western U S  advantage E nables access to Western states and eventually to T exas and the gulf coast E nables access to Midw est, N ortheastern and S outheastern states

 



 

9 9 A dding S trategic A ssets L ocation C apacity ( MG Y ) P roduction Method C o - P roducts P acific E thanol S tockton, C A  60 D ry Mill Wet distillers grain, corn oil Madera, C A  40 D ry Mill Wet distillers grain, corn oil under construction B urley, ID  60 D ry Mill Wet distillers grain, corn oil C olum bia, O R  40 D ry Mill Wet distillers grain, corn oil under construction A ventine P ekin, IL  100 Wet Mill D ry and w et corn gluten feed , C C D S , yeast , corn germ  and corn gluten m eal P ekin, IL  60 D ry Mill D ry and w et feed and corn oil A urora, N E  110 D ry Mill D istillers grain , corn oil under construction A urora, N E  45 D ry Mill D istillers grain , corn oil under construction 8 F acilities 515

 



 

10 10 C onnecting D estination &  O rigin Models B lending destination m odel &  origin m odel provides several benefits S preads com m odity and basis price risks across diverse m arkets and products enabling optim ization of m argin m anagem ent G ains deeper m arket insight and engagem ent in all m ajor ethanol and feed m arkets thereby m axim izing plant pricing A ffords new  hedging opportunities through a greater exposure to the relatively liquid physical and paper m arkets in C hicago E xpands scale , reducing unit costs and increasing m arket share Increases flexibility and optionality in feedstock procurem ent for Midw est and Western production facilities

 



 

11 In billions of gallons (1) S ource: P E IX  R enew able F uel S tandard (R F S ) vs. Installed C apacity (1) R enew able F uel S tandard B reaching the blend w all O nly F ederal fuels policy to reduce greenhouse gas (G H G ) em issions N eed regulatory certainty to secure developm ent of cellulosic ethanol projects 0 5 10 15 20 25 30 35 40 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 R F S - C onventional B iofuel R F S  - A dvanced B iofuel Installed C apacity Industry P roduction T otal D em and Incl. N et E xport blend ratio @ 10%  blend ratio @ 15%  D om estic E thanol D em and

 



 

12 C alifornia L ow  - C arbon F uel S tandard T he w orld’s first greenhouse gas standard for transportation fuels C A R B  re - adopting the L ow  - C arbon F uel S tandard (L C F S ) w ith a final decision expected in the sum m er of 2015 ⁻  R egulation requires a 10%  reduction in carbon intensity by 2020 C A R B  evaluating extending the program  through 2030 w ith greater carbon intensity reduction targets for the final 10 years A s m ore efficient, higher octane E 15 fuel blends enter the m arket, P acific E thanol is w ell equipped to m eet the dem and P acific E thanol produces am ong the low est carbon intensity ethanol of any com m ercially available transportation fuel, and receives a prem ium  for its fuel sold in C alifornia

 



 

13 • E thanol m ost econom ic source of octane • U S  regulations m oving from  29 m pg to 54.5 m pg average fuel econom y by 2025 • H igher com pression engines w ill require higher octane fuels • E 30 blend =  95 0ctane fuel of the future • L ess consum ption of total fuel and higher percentage of ethanol =  significant G H G  em ission reductions E thanol D em and in the U .S . F uel S upply F uel E fficiency: N eed for H igher O ctane F uels

 



 

14 14 C anada 336 Mexico 30 B razil 112 U A E  68 P hilippines 68 T unisia 21 India 42 S . K orea 36 (1) S ource: R F A  2014 U .S . E thanol E xports and Im ports – S tatistical S um m ary R est of w orld =  80 2014 U .S . E xports in T op 10 G lobal Markets (F igures in m illions of gallons) E thanol in D em and in E xport Markets T otal exports of 836 m illion gallons in 2014, up 35%  from  2013 E urope 43

 



 

15 15 R ecent Industry D ynam ics F undam entals unchanged despite recent seasonality A chieving a better supply &  dem and balance to result in im proved production m argins U S  exports rem ain strong in 2015 S ource: C ME  1.00 1.50 2.00 2.50 3.00 3.50 4.00 R B O B  G asoline and E thanol P rices (N earby F utures) E thanol F utures R B O B  F utures

 



 

16 16 O ngoing C apital P rojects Im proving L ong - term  P rofitability Installing a 3.5MW cogeneration project at S tockton Im proving yields w ith advanced grinding technologies and enzym e/yeast optim ization P acific E thanol targets plant investm ents w ith pay back less than tw o years D iversifying R evenue Im proving P lant O perating E fficiencies A greem ent to sell C O  2 co - product to K odiak C arbonic at B oardm an plant beginning in early 2015; expect 1 - 2¢ per gallon operating incom e contribution annually Installing corn oil separation technology; expected to be com pleted by end of Q 1 for Madera and beginning of Q 2 for B oardm an

 



 

17 17 E valuating w heat straw  production at Magic V alley &  cogeneration projects at C alifornia plants S trategy for A dvanced B iofuels R unning pilot program  for anaerobic digestion Working to convert corn fiber into cellulosic ethanol – qualified by the E P A  as a cellulosic feedstock under the R F S  In developm ent to construct facility to produce cellulosic industrial sugars Moving tow ard producing next - generation renew able fuels

 



 

18 18 Q 4’14 Q 4’13 F Y  2014 F Y  2013 N et sales $ 256,152 $ 215,290 $1,107,412 $ 908,437 G ross profit 18,378 21,596 108,485 32,930 S G & A  4,731 4,372 17,108 14,021 O perating incom e 13,647 17,224 91,377 18,909 F air value adjustm ents 2,205 (2,520) (37,532) (1,013) Interest expense (1,068) (3,688) (9,438) (15,671) L oss on extinguishm ents of debt – (1,240) (2,363) (3,035) P rovision for incom e taxes 1,508 – 15,137 – C onsolidated net incom e (loss) 13,105 9,745 26,002 (1,162) N et incom e (loss) to com m on stockholders $ 12,199 $ 8,274 $ 20,024 $ (2,046) N et incom e (loss) per share, diluted $ 0.50 $ 0.54 $ 0.88 $ (0.17) A djusted N et E arnings (1) $ 9,994 $ 12,034 $ 59,919 $ 2,002 A djusted N et E arnings per share, diluted (1) $ 0.41 $ 0.79 $ 2.64 $ 0.16 A djusted E B IT D A  (1) $ 16,330 $ 18,259 $ 95,001 $ 28,633 F inancial O verview  (1) R  econciling tables for A djusted N et E arnings and A djusted E B IT D A  are available on slide 24 of the presentation (F igures below  in thousands, except per share am ounts) C onsolidated S tatem ents of O perations

 



 

19 19 A t: D ecem ber 31, 2014 D ecem ber 31, 2013 C ash &  cash equivalents $ 62,084 $ 5,151 C urrent assets $139,551 $ 79,377 T otal assets $ 299,502 $ 241,049 C urrent liabilities $ 25,447 $ 28,216 T otal liabilities $ 81,520 $ 146,148 S tockholders’ equity $217,982 $ 94,901 T otal liabilities &  stockholders’ equity $ 299,502 $ 241,049 B alance S heet H ighlights (F igures below  in thousands) Working capital increased to $114M from  $ 51M

 



 

20 20 P lant Im provem ents In Q 2’14, designated $16M C A P E X  for plant im provem ent investm ents $4.5M spent in 2014 ($ 2.8M in Q 4’14) In 2015, expect to spend approxim ately $30M in C A P E X  $ 11.0M on co - generation project $ 11.5M on additional opportunities (rem ainder from  initial $16M budget above) $4M on m aintenance C A P E X  A t current production m argins &  volum es, expect C A P E X  initiatives to generate $0.05 - $0.06 per gallon annual E B IT D A  im provem ent, or $10M to $12M in annual operating incom e C o - generation expected to contribute $3M to $4M in annual cost savings, w hen com pleted

 



 

21 21 C lose A ventine R enew able E nergy m erger (expected Q 2’2015) C om plete capital im provem ent projects to im prove efficiencies, diversify revenue &  feedstock, &  further advanced biofuels initiatives F ocused on C losing A ventine Merger and Im proving L ong - term  P rofitability Integrate production &  m arketing supply chains

 



 

22 A ppendix T hank Y ou

 



 

23 23 U se of N on - G A A P  Measures Managem ent believes that certain financial m easures not in accordance w ith generally accepted accounting principles (“G A A P ”) are useful m easures of operations . T he com pany defines A djusted N et E arnings as unaudited earnings before fair value adjustm ents and w arrant inducem ents and gain (loss) on extinguishm ents of debt. T he com pany defines A djusted E B IT D A  as unaudited earnings before interest, provision for incom e taxes, depreciation and am ortization, fair value adjustm ents and w arrant inducem ents and noncash gain (loss) on extinguishm ents of debt. T ables are provided at the end of this presentation that provide a reconciliation of A djusted N et E arnings and A djusted E B IT D A  to their m ost directly com parable G A A P  m easures. Managem ent provides these non - G A A P  m easures so that investors w ill have the sam e financial inform ation that m anagem ent uses, w hich m ay assist investors in properly assessing the com pany’s perform ance on a period - over - period basis. A djusted N et E arnings and A djusted E B IT D A  are not m easures of financial perform ance under G A A P , and should not be considered alternatives to net incom e (loss) or any other m easure of perform ance under G A A P , or to cash flow s from  operating, investing or financing activities as an indicator of cash flow s or as a m easure of liquidity. A djusted N et E arnings and A djusted E B IT D A  have lim itations as analytical tools and you should not consider these m easures in isolation or as a substitute for analysis of the com pany’s results as reported under G A A P .

 



 

24 24 * A djusted for non - controlling interests N on - G A A P  R econciliations Q 4’14 Q 4’13 F Y  2014 F Y  2013 N et Incom e (L oss) attributed to P acific E thanol $ 12,518 $ 8,593 $ 21,289 $ (781) A djustm ents: Interest expense* 967 3,138 8,490 13,260 P rovision for incom e taxes* 1,637 – 15,109 – E xtinguishm ents of debt - noncash – 1,240 – 4,850 F air value adjustm ents (2,205) 2,520 37,532 1,013 D epreciation &  am ortization expense* 3,413 2,768 12,581 10,291 T otal adjustm ents 3,812 9,666 73,712 29,414 A djusted E B IT D A  $ 16,330 $ 18,259 $ 95,001 $ 28,633 (F igures below  in thousands, except per share am ounts) A djusted E B IT D A  A djusted N et E arnings Q 4’14 Q 4’13 F Y  2014 F Y  2013 N et incom e (loss) attributed to com m on stockholders $ 12,199 $ 8,274 $ 20,024 $ (2,046) F air value adjustm ents &  w arrant inducem ents (2,205) 2,520 37,532 1,013 E xtinguishm ents of debt 1,240 2,363 3,035 A djusted N et E arnings $ 9,994 $ 12,034 $ 59,919 $ 2,002 D iluted shares 24,633 15,293 22,669 12,264 A djusted N et E arnings per share - diluted $ 0.41 $ 0.79 $ 2.64 $ 0.16 _

 


