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Brazil's Sugar Exports To Grow, Despite
Cane Disappointment
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Thailand's Ethanol Industry in 2016
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ethanol as fuel to replace imports of octane boosters in gasoline (MTBE). The
initiative corresponds with the government's policy, which aims to promote the
maximization of agricultural products and by-products among Thai entrepreneurs.
In an interview with Sugar Asia at World Sugar Conference 2016 at BITEC, Bangna
in Bangkok in September, Mr. Pipat Suttiwisedsak, Managing Director at Ekarat
Pattana Co., Ltd., gave his view on the direction of Thailand's ethanol industry
as well as an overall analysis of industry and showed his confidence in Thailand's

potential for ethanol production.

B An Overview of Thailand's
Ethanol Industry in 2016

This year, the ethanol industry has received
tremendous support from the government, which
has listened to the entrepreneurs and helped
resolved their issues, and has seen substantial
growth to the point where the production has
outstripped the consumption. In addition, the
decree by the Ministry of Energy suspending
production of gasoline 91 in early 2013 has boosted
ethanol consumption and decreased a gasoline
surplus, lessening challenges faced by the industry,
allowing it to continuously grow, and pushing the
consumption level to 3.5 million liters per day.

However, the ethanol industry has also started
to feel reverberations from dips in global crude oil
prices, which have resulted in a decline in gasoline

prices fed to refineries. When gasoline, which

== karat Pattana Co., Ltd., a subsidiary of Kaset Thai International Sugar
e Corporation Public Company Limited (KTIS Group) - a staunch believer in
e the significance of renewable energy, was established in 2004 to produce

constitutes the main component of all gasohol,
fetches extremely low prices, ethanol cannot be sold
at lower prices to compete as it is not produced
from crude oil but from two agricultural products,
namely molasses and cassava. In addition, the raw
materials make up 75% of the total production
cost. Therefore, any decrease in ethanol prices will
also mean a reduction in molasses and cassava
prices, which would directly affect farmers.

As this problem grows more conspicuous, the
ethanol industry has made efforts to cut ethanol
prices to the extent where certain plants are
starting to make losses. Despite high production
costs, they need to keep the production up and
running, and to maintain their operations, they need
to offer ethanol at lower prices or even strike up
purchase deals with oil companies. While ethanol

plants hope to acquire cheaper raw materials for

/78

their ethanol production, the prices they expect
are unrealistic, and therefore they end up having
to purchase raw materials at higher prices than
expected in order to produce ethanol to fulfill
their purchase contracts, resulting in losses.

“It can be seen that the ethanol prices this year
are more or less the same as the costs. The plants
that can cut other costs considerably or have been
in business for quite some time still turn some profit.
So, the ethanol prices this year are considered to
square with the costs,” said Mr. Pipat.

m Enhancing Ethanol Production
With Technology and Farmer
Education

Ekarat Pattana has improved the efficiency

of its entire operation from energy consumption

22 ' Sugar Asia Magazine



to sugar fermentation technology to maximize
its ethanol production. The enzymes employed in
the fermentation, more specifically, help minimize
waste and optimize the fermentation environment,
which boosts yeast's alcohol or ethanol production
capacity, resulting in higher yields.

The refinery, similarly, has its efficiency
maximized as well through the minimization
of energy and steam consumption to cut the
production costs. Preventive maintenance of
machinery is also performed to prevent incidents
that may derail the production plan or result in
an emergency shutdown. Thanks to its prudent
management of the production, Ekarat Pattana
can currently produce 230,000 liters of ethanol
per day and is striving to maintain its maximum
capacity.

As for its relations with farmers, Ekarat Pattana
has provided assistance to cane growers through
sugar mills from which it purchases molasses, its
main raw material. In turn, these sugar mills help
farmers to boost their yields and improve cane
quality, which results in higher sugar content,
sweetness levels, and molasses yield. Therefore,
the initiative directly benefits the cane growers

who are the raw material source of the ethanol

industry.

m The Government’s Renewable
Energy Promotion Policy Helps
Drive Thailand’s Ethanol Industry

The government’s clear ethanol promotion
policy has boosted confidence among entrepreneurs.
The policy has also shown signs of continuous
expansion in scope through subsidization for
gasohol (which features ethanol as an ingredient)
to maintain its low price structure and create a
competitive edge in terms of prices, which will in
turn attract more consumers to opt for gasohol
fuels. The initiative is also in line with the country’s
long-term Qil Plan 2015-2036, which has set an
ethanol consumption goal at 11.3 million liters per
day, a leap compared to the current consumption
of ethanol-mixed fuels of 3.59 million liters per
day, so as to promote utilization of domestic
agricultural products and elevate the income level
of Thai farmers.

Therefore, ethanol can help eliminate cane
and cassava surpluses left from consumption.

Also, given Thailand’s reliance on crude oil
imports, ethanol consumption will not only help
utilize oversupply of agricultural products but
also reduce imports of crude oil.

H Trends In Thailand’s Ethanol
Industry in 2017

It is expected that in 2017, relevant parties
will need to jointly solve problems regarding price
negotiation thanks to the persistent perception of
the governmental sector and oil companies that
ethanol businesses are highly profitable. Currently,
however, the government and oil companies have
become more aware of the actual circumstances.
Because of the pressure to have ethanol prices
lowered, producers are left unable to purchase raw
materials at certain prices, prompting sugar mills
to export their products instead and eventually
causing a tight, if not insufficient, ethanol supply
in the market. As such, it has become more
challenging for oil companies to procure ethanol.

As for ethanol prices at present (Quarter 3),
those in the industry are well aware that the current
ethanol prices are too low. As the government
and oil companies have learned of the issue, it is
expected that ethanol prices will be improved so
that the industry can still thrive. However, if the

current scenario is prolonged into next year, that

will spell trouble for the ethanol industry.

M Thailand’s Ethanol Industry and
ASEAN Nations
Mr. Pipat revealed that following a discussion
with the Minister of Energy, many countries have
renewable and alternative energy development
plans in the piping but have yet to implement
them. Therefore, efforts must be made among
the ASEAN countries to promote the use of
gasohol, which will in turn spur the demand for
ethanol, allowing Thailand to take the opportunity
to increase its ethanol production and exports
to its neighboring ASEAN countries. In terms of
renewable energy production capacity, Thailand
is the leading ethanol producer in ASEAN, with
production capacity of as much as 1.6 billion
liters per year, three times higher than that of
Vietnam, the second largest ethanol producer.
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The majority of ethanol produced in Thailand is

mixed with gasoline to derive gasohol for domestic
consumption.

The major factor catapulting Thailand towards
ethanol production leadership among ASEAN
nations lies in its strengths in various dimensions,
especially the availability of raw materials, namely
cassava and molasses, which serve as initial
ingredients for ethanol production, as a result of
high productivity in the country and the relatively
low ethanol production costs, varying from 18-24
baht per liter depending on the choice of raw
materials.
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