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Government revises prices of ethanol for supply year December 2019-November 2020

On 3™ September 2019, the Cabinet Committee on Economic Affairs (CCEA) revised the prices of ethanol for the supply year
December 2019-November 2020. The primary aim behind the move is to divert sugar towards production of ethanol so as to reduce
the supply glut of sugar in the country and to achieve the target of 10% blending of ethanol with petrol set for the Ethanol Blended
Programme (EBP).

Table 1: Revision in ethanol prices (in Rs./litre)

Ethanol derived from Current price  Revised price
C heavy molasses 43.46 43.75
B heavy molasses 52.43 54.27
Sugarcane juice 59.13 59.48
Sugar/sugar syrup NA 59.48

The prices have been revised upwards for C heavy molasses, B heavy molasses and sugarcane juice as can be seen from the above
table. Also it is to be noted that it is for the first time that ethanol production has been allowed from sugar and sugar syrup and the
price of ethanol from sugar and sugar syrup has been fixed at Rs.59.48 per litre.

Ethanol supply scenario

The Oil Marketing Companies (OMCs) have a target of 10% ethanol blending with petrol. For the year 2017-18, around 4.5% of
blending was achieved. In the next year 2018-19, contracts were entered for 2.5 billion litres till 11" June 2019 which is almost 7.5%
blend level. This included 0.5 billion litres of ethanol from cane juice and B heavy molasses. This implies that 20% of ethanol
contracted was from cane juice and B heavy molasses. To increase the diversion of sugarcane from this route, the government has
revised the prices of ethanol to be supplied for year 2019-20. It is to be noted that 10% blending requires 3.3 billion litres of ethanol
supply for the year 2018-19.

CARE Ratings’ View

e With the revision in prices and allowing ethanol to be produced from sugar and sugar syrup, the government continues to
encourage production of ethanol from sugarcane to reduce surplus sugar supply in the country.
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e Also at the same time, the aim is to increase the revenues of sugar mills by diverting sugarcane towards production of
ethanol which can be understood from the table below. The mills can follow a combination of the routes mentioned below
to maximise their revenues.

Table 2: Estimates of revenues from sugar and ethanol production with 1 tonne of sugarcane

C heavy B heavy L.
Sugarcane juice
molasses molasses
Sugar quantity (in kg) ~100 ~80 0
Ethanol quantity (in litres) ~10 ~20 ~70
Revenues from sugar (in Rs.) ~3,280 ~2,624 NA
Revenues from ethanol (in Rs.) ~438 ~1,085 ~4,164

Total revenues from sugar and ethanol using 1 tonne of
~3,718 ~3,709 ~4,164

sugarcane (in Rs.)

Note: Recovery rate for sugarcane is considered at 10%
Wholesale sugar price of Rs.32.8 per kg is considered which is average of sugar prices during the period Oct2018-Aug2019

Ethanol price: C heavy molasses - Rs.43.75 per litre, B heavy molasses - Rs.54.27 per litre, Sugarcane juice - Rs.59.48 per litre
As compared to ethanol derived from C heavy molasses route, diversion of B heavy molasses reduces the sugar by about 20% and increases ethanol availability by
about 100%. On the other hand, diversion of sugarcane juice reduces sugar by 100% and increases ethanol availability by about 600%
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