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About Professional Logistics Group, Inc. (PLG)

• Services include
� Consulting
� Strategic logistics management
� Turnkey supply chain solutions
� Carrier negotiations
� Rail design & engineering
� Hazmat safety, security & regulatory compliance
� Infrastructure development
� Railcar fleet acquisition, maintenance, & financing
� Investment/M&A deal sourcing & due diligence

• Sector specializations include

Ethanol industry projects have 
included:

• Terminals development & 
business plans

• Plant rail layout, design, & 
engineering

• Infrastructure investment 
due diligence
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• Sector specializations include
� Renewable energy
� Chemicals
� Bulk commodities
� Industrial products
� Wind energy components

• Key asset: talent
� Over 20 industry veterans with 25+ years of experience
� Former senior supply chain executives of Fortune 500 corporations
� Former senior executives of major transportation companies
� Experts in transportation law, finance, & engineering
� Team approach

www.prologisticsgroup.com

due diligence

• Hazmat safety & compliance 
program development & 
auditing

• Market intelligence



Ethanol Logistics Innovation Framework

Recent Past Current & Near-Term 
Future

Long-Term Future

Ethanol Market 
Conditions

Transportation 
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Market Conditions

Innovations Pursued 
or Achieved

Innovations to 
Consider



Ethanol Market Overview - Recent History

• Legislative/policy mandates

• Concentration of production in the corn belt

• Economic populism, energy independence
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Renewable Fuel Standard 
signed into law – Feb. 

2005

California & New York 
MBTE ban goes into effect 

Jan. 2004

Energy Policy Act of 2005 
signed into law without 

MTBE liability protection –
Apr. 2006



Distribution of US Ethanol Production Sites
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• Average plant size until 2006: 42MM Gallons

*Map Source:  Iowa State University



The Ethanol Gold Rush

Gold Rush Period
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• Flood of capital from Wall Street, Private Equity, Banks
• Rapid ROI
• Goal:  Get plant up and running as fast as possible
• Logistics as an afterthought



Logistics During the Ethanol Boom

Market momentum factors - 2004-2006
• Political events
• MBTE replacement mandate
• Energy independence
• Pro family farm
• Rise and peak of crush spreads - The Gold Rush era
• Flood of capital
• Low barrier to entry
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• Low barrier to entry

Critical concurrent developments taking place in the transportation 
industry

Logistics Impact
• Secondary concern
• Non-strategic approaches
• Marginal efficiency vs. other bulk commodity industries



The Ethanol Gold Rush Meets the Railroad 
Renaissance

Class I Railroad Performance Measures*
Index:  1981 = 100
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• Unprecedented pricing power since 2004
• Supply/demand equilibrium reached in 2003 for first time
• Legacy repricing resulting in 15-30% price increases
• Investor pressure to achieve and maintain COC recovery
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* Source:  Wall St. Analyst Tony Hatch from AAR data



Ethanol Revenue per Car by Railroad, 2004-
2007

RR Average Revenue Per Unit STTC 28184
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Challenges Persist for All Modes & Services
• Rail equipment 

• Concentrated industry – three tank car manufacturers
• Recent capacity issues 
• Long lead times/35,000 car backlog
• 7,500 cars/yr new production added since mid 2006

• Motor carrier industry
• Driver shortage is permanent
• New engine technology  - equipment cost increases
• Insurance cost increases
• Traffic congestion/highway maintenance costs & delays
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• Barge industry
• Low river levels
• Decaying lock system infrastructure
• Financial weakness
• High fuel prices

• Overall capacity constraints - Real issue is 100% freight volume 
growth (all modes) from 2004-2020

Baseline environment in which ethanol industry has come of age



Ethanol Logistics Innovations From the 
Recent Past

Unit trains
• Reflects de-marketing of carload business by certain carriers
• Economic benefit is real
• Creates pressure on some legacy ethanol plants with inadequate 

rail infrastructure
• Creates opportunity for short line aggregators

Alternative investment plays
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Alternative investment plays
• Logistics infrastructure
• Assets

High volume destination terminals
• Highly strategic locations
• Unit train capacity
• Proximity to blending/terminals
• Multi-modal
• Storage capacity



Ethanol Market Changes: Evolution of a 
Commodity Business

Momentum factors - 2004-2006
• Political events
• MBTE replacement mandate
• Energy independence
• Pro family farm
• Rise and peak of crush spreads - The Gold Rush era
• Flood of capital
• Low barrier to entry

Logistics Impact
• Secondary concern
• Non-strategic approaches
• Marginal efficiency vs. other bulk 
commodity industries
• Innovations driven by transportation 
market, not ethanol market
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• Low barrier to entry

Maturation factors - 2007-present
• Supply/demand equilibrium
• Environmental impact concerns
• Food supply concerns
• Long-term viability of corn as feedstock
• Cellulosic technology gap
• Margins, prices squeezed

Source:  Wall St. Journal, Nov. 27, 2007



Current Logistics Innovations Under 
Ethanol’s Maturing Market Environment

• Plant site logistics pressures
� Storage capacity
� Unit train handling
� Larger scale

• Continued development, albeit slowly, of high-volume destination 
terminals
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• Aggregation facilities at central origin points
� Ability to build unit trains
� Provides storage
� Multi-modal capability
� Examples:  Manly Terminal, Gateway Terminal



Manly Terminal

• First of its kind to leverage mode and 
carrier competitive access at origin

• Aggregates volumes from multiple 
points

• Positioning as point of sale for trading 
activity
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Image Sources: Manly Terminal Website



Current and Near-Term Logistics Innovations 
Yet to Happen

• Expansion needed for destination logistics hubs

• Expect to see continued development of centralized logistics 
hubs at both origin and destination

• Logistics terminal providers may join sellers, buyers, and 
marketers as intermediaries with ownership position in the 
product
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product

• Opportunity exists for railcar pooling, likely controlled by 
logistics terminal providers



Long-Term Logistics Innovations

• Purely speculative until market footprint is known

• Contingent upon
• Feedstocks
• Role of imports
• Pipeline R&D

• Network optimization based 
on feedstocks, modes, demand
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Import Lane

Corn Belt Lane

Regionalized Lane



Ethanol Logistics Innovation Framework

Recent Past Current & Near-Term 
Future

Long-Term Future

Ethanol Market 
Conditions

� Mandates
� Gold Rush
� Logistics as 
afterthought

� Maturation/ 
commoditization
� Price pressure
� Supply/demand 
equilibrium

� New mandates/ new 
demand
� Alternative feedstocks
� Role of imports?

Transportation � Railroad Renaissance � Capacity constraints � Capacity constraints
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Transportation 
Market Conditions

Railroad Renaissance
� Strong car market
� Driver shortages

Capacity constraints
� Investor pressure
� Slack car market
� Driver shortages

Capacity constraints
� Greater network 
options (supply, mode)

Innovations Pursued 
or Achieved

� Destination hubs
� Unit trains
� Role of investment 
capital in infrastructure

� Origin hubs
� Site logistics 
“scaleability”

Innovations to 
Consider

� Logistics provider as 
market participant
� Car pooling

� Network optimization
� Pipelines
� ?



Thank you!

Questions?

Graham Brisben
President

Professional Logistics Group, Inc.
www.prologisticsgroup.com

888-506-1584
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