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In addition to the aforementioned claims, Cosan and its subsidiaries
are involved in other contingent liabilities in Brazil relating to tax,
civil and labor claims and environmental matters, which have not
been recorded, considering their current stage and the likelihood of
favorable outcomes. These claims are broken down as follows:

fees, respectively. The amounts of US$14,132 (credit) and
US$1,956 (debit) were recognized in the net income (loss) for
the year, under Financial income (expenses).

The detail of the movement in the estimated liability for legal
proceedings and labor claims is as follows:

2008 2007
IPI Premium Credit
(RP 67/98) 89,343 70,860
Balance at April 30, 2006 462,248
Withholding Income Tax 91,807 73,037 o
Provision, less effect of State VAT amnesty (25,466)
ICMS — State VAT 42,445 28,964
Settlements (70,160)
IAA - Sugar and
Ethanol Institute 27,970 23,706 Effect of foreign currency translation 12,569
IPI - Federal Value-added tax 43,505 31,921 Balance at April 30, 2007 379,191
INSS 8,376 6,044 Provision 26,178
Civil and labor 33,739 28,036 Increase through acquisition of subsidiary 37,196
Other 27,348 12,530 Settlements (6,018)
364,533 275,098 Reclassification to taxes payables (FIN48) (22,769)
Foreign currency translation 80,320
The subsidiary Usina da Barra has several indemnification Balance at April 30, 2008 494,098

suits filed against the Federal Government. The suits relate to
product prices that did not conform to the reality of the market,
which were mandatorily established at the time the sector was
under the Government’s control.

In connection with one of these suits, a final and unappealable
decision in the amount of US$149,121, million was rendered
in September 2006 in favor of Usina de Barra. This has been
recorded as a gain in the statement of operations. Since the
recorded amount is substantially composed of interest and
monetary restatement, it was recorded in Financial income and
in a non-current receivable on the balance sheet. In connection
with the settlement process, the form of payment is being
determined.

The Company is expecting to finalize the payment terms within
three years which will result in the amount being received
over a ten year period. The amount is subject to interest and
inflation adjustment by an official index. Lawyers fees in the
amount of US$18,783 relating to this suit have been recorded
in General and administrative expenses in 2007. These fees
remain unpaid at April 30, 2008.

For the year ended April 30, 2008, these amounts were
monetarily restated by the IPCA-E, totaling US$202,822
and US$24,339, corresponding to related suit and lawyers’

The provisions for tax, civil and labor contingencies are included
in the statement of operations as follows:

2008 2007 2006
Net sales - 2,106 8,086
General and administrative 7
expenses - (6,208) -
Financial expenses 20,925 (1,404) 21,840
Other income (expense) 4,995 (19,960) 6,317
Income taxes 258 - 11,037

26,178  (25,466) 47,280




Commitments
Sales

Considering that Cosan operates mainly in the commodities
market, its sales are substantially made at prices applicable at
sales date, and therefore, there are no outstanding orders with
amounts involved. However, Cosan has several agreements in the
sugar market in which there are commitments of sales involving
volumes of these products in future harvest periods.

The volumes related to the commitments mentioned above are as
follows (unaudited):

Product 2008 2007

Sugar (in tons) 5,068,000 5,459,000

The commitments by harvest period are as follows (unaudited):

Sugar (in tons)

Harvest period 2008 2007

2007/2008 2,507,000

2008/2009 2,787,000 2,068,000

2009/2010 2,281,000 884,000

Total 5,068,000 5,459,000
Purchase

Cosan has entered into several commitments to purchase sugarcane
from third parties in order to guarantee part of its production for the
next harvest periods. The amount of sugarcane to be purchased was
calculated based on an estimation of the sugarcane to be harvested
in each geographic area. The amount to be paid by Cosan will be
determined for each harvest period at the end of such harvest period
according to price of the sugarcane published by CONSECANA.

The purchase commitments by harvest period as of April 30,
2007 are as follows (unaudited):

Harvest period 2008 2007
2007/2008 - 5,743,069
2008/2009 16,541,028 5,259,707
2009/2010 14,872,415 5,123,754
2010/2011 12,222,226 3,360,875

2011/2012 10,729,106 2,578,114

Continued

Harvest period 2008 2007
2012/2013 17,716,933 3,450,395
Total 72,081,708 25,515,914

As of April 30, 2008, Cosan had a normal capacity to mill 45,000
thousand tons (unaudited) of sugarcane during each harvest period.

In addition, the Company entered into contracts to purchase
industrial equipment intended for maintenance and expansion
of the mills, and to meet the demand of the electric energy co-
generation project, in the total amount of US$393,048 at April
30, 2008 (US$58,270 in 2007) (unaudited information).

Leases

Cosan also has noncancelable operating leases in Brazil, primarily
related to seaport and lands for the plantation of sugarcane, which
expire up to the next 20 years.

Minimum rent payments under operating leases are recognized
on a straight-line basis over the term of the lease. Rental expense
for operating leases during 2008, 2007 and 2006 consisted of
the following:

2008 2007 2006
Minimum rentals 29,767 53,081 46,199
Contingent rentals 65,990 55,621 14,767
Rental expense 95,757 108,702 60,966

Future minimum lease payments under noncancelable operating
leases (with initial or remaining lease terms in excess of one year) as
of April 30, 2008 are:

Operating
leases

Year ending April 30:
2009 ] 37,018
2010 36,609
2011 36,288
2012 34,494
2013 30,932
Thereafter 356,665
Total minimum lease payments 532,006
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14. Financial Income and Expenses, Net

2008 2007 2006
Financial expenses
Interest™® (149,138) (126,876) (101,117)
Monetary variation — losses (36,844) (33,210) (13,212)
Foreign exchange variation — losses 185,232 20,024 (60,415)
Results from derivatives® (129,703) (111,156) (223,707)
CPMF expenses (10,376) (11,517) (10,185)
Bank charges (641) (3,452) (3,080)
Interest and fees paid on advanced payment of Senior Notes 2009 (16,513) - -
Other expenses (1,334)
(157,983) (266,187) (413,050)
Financial income
Interest® 20,598 18,951 11,681
Monetary variation — Gains 17,815 3,282 8,552
Foreign exchange - Gains'? (12,369) (629) 133,054
Results from derivatives® 178,956 301,795 14,330
Earnings from marketable securities 69,855 36,759 18,154
Discounts obtained (105) 43,370 418
Accounts receivable from government agency® - 149,121 -
Other income - 2,901 280
274,750 555,550 186,469
Net amount 116,767 289,363 (226,581)
(1) Includes results from swap operations.
(2) Includes foreign exchange gains on liabilities denominated in foreign currency.
(3) Includes results from transactions in futures, options and forward contracts.
(4) Tax on Financial Transactions - CPMF.
(5) See note 13.
15. Income Taxes
. ) ) ) 2008 2007 2006
Cosan is incorporated in Bermuda which has no income taxes.
The following relates to Brazilian income taxes of Cosan S.A. |ﬂCOme taxes
and its subsidiaries. benefit (expense): 21,226 (43,346) (19,946)
Current (1,416) (145,472) 49,688
Income tax benefit (expense) attributable to income from
Deferred 19,810 (188,818) 29,742

continuing operations consists of:




Income taxes differed from the amounts computed by applying

the income tax rate of 25% and social contribution tax rate of

9% to income before income taxes due to the following:

2008 2007 2006

Consolidated income (loss)
before income taxes (25,012) 538,545 (101,565)

Income tax benefit (expense)
at statutory rate — 34% 8,504 (183,105) 34,532

Increase (reduction) in
income taxes resulting from:

Nontaxable income of
the Company 11,913 - -

Write-off of deferred

income taxes on tax loss

carry forwards related to

merged affiliates - - (3,366)

Equity in earnings of
affiliates not subject
to taxation (81) (12) 539

Nondeductible goodwill
amortization (1,952) (3,758) (1,381)

Nondeductible donations,
contributions and others 1,426 (1,943) (582)

Income tax benefit (expense) 19,810 (188,818) 29,742

The tax effects of temporary differences that give rise to
significant portions of the deferred tax assets and deferred tax
liabilities at April 30, 2008 and 2007 are presented below:

2008 2007
Deferred tax assets:
Derivatives 973 -
Net operating loss
carryforwards 53,794 28,016
Provision for
contingencies 121,135 82,313
Legal reorganization 5,913 8,214
Other temporary
differences 41,823 33,413
Total gross deferred
tax assets 223,638 151,956

Continued 2008 2007
Current portion 1,602 24,788
Non-current portion 222,036 127,168

2008 2007

Deferred tax liabilities:

Deferred tax liabilities
on assigned value of
the net assets and on

temporary differences 328,482 297,174
Current portion 4,611 28,419
Non-current portion 323,871 268,755

Net deferred tax assets

(liabilities):
Current portion (3,009) (3,631)
Non-current portion (101,836) (141,587)

(104,845) (145,218)

In assessing the valuation allowance of deferred tax assets,
management considers whether it is more likely than not that some
portion or all of the deferred tax assets will not be realized. The ultimate
realization of deferred tax assets is dependent upon the generation of
future taxable income during the periods in which those temporary
differences become deductible. Management considers the scheduled
reversal of deferred tax liabilities and projected future taxable income
in making this assessment. There is no expiration term for the net
operating loss carry forwards. Based upon the level of historical taxable
income and projections for future taxable income over the periods in
which the deferred tax assets are deductible, management believes it
is more likely than not that Cosan S.A. will realize the benefits of these
deductible differences at April 30, 2007, as well as the net operating
loss carry forwards. The amount of the deferred tax assets considered
realizable, however, could be reduced in the near term if estimates of
future taxable income during the carry forward period are reduced.

As of April 30, 2008, Cosan S.A. and its subsidiaries have consolidated
net operating loss carry forwards for income tax and social contribution
tax losses of US$163,239 and US$163,298, respectively. Income
tax losses carry forwards and social contribution tax losses may be
offset against a maximum of 30% of annual taxable income earned
from 1995 forward, with no statutory limitation period.
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Effective May 1, 2007, the Company adopted FASB Interpretation
No. 48, Accounting for Uncertainty in Income Taxes, an interpretation
of FASB Statement 109 (FIN 48). FIN 48 clarifies the accounting for
uncertainty in income taxes recognized in financial statements and
prescribes a threshold of more-likely-than-not for recognition of tax
benefits of uncertain tax positions taken or expected to be taken in a
tax return. FIN 48 also provides related guidance on measurement,
derecognition, classification, interest and penalties, and disclosure.
Also, FIN 48 excludes income taxes from the scope of Statement of
Financial Accounting Standards No. 5, Accounting for Contingencies.

Prior to the adoption of FIN 48, the Company recognized tax benefits
of uncertain tax positions only if it was probable that the positions
would be sustained. There was no retained earnings impact upon
adoption of FIN 48 as no additional tax position met the recognition
threshold under FIN 48.

Cosan reclassified in the consolidated balance sheet certain recorded
liabilities to other non-current liabilities related to the gross amount
plus interest and penalties on unrecognized tax benefits, which were
recorded as part of the estimated liability for legal proceedings in the
consolidated balance sheet at May 1, 2007.

A reconciliation of the beginning and ending amount of unrecognized
tax benefits is as follows:

Balance at May 1, 2007 22,769
Accrued interest on unrecognized tax benefit 1,211
Settlements (324)
Balance at April 30, 2008 23,656

It is possible that the amount of unrecognized tax benefits will change
in the next twelve months, however, an estimate of the range of the
possible change cannot be made at this time due to the long time to
reach a settlement agreement or decision with the taxing authorities.

The Company recognizes interest and penalties related to unrecognized
tax benefits in operating expenses. Interest and penalties related
to unrecognized tax benefits amounted to US$1,211 during the
year ended April 30, 2008. Total accrued of principal, interest and
penalties as of April 30, 2008 and May 1, 2007 was US$23,656
and US$22,769, respectively, and were included as part of non-
current liabilities.

The Company and its subsidiaries file income tax returns in Brazil
and they are subject to income tax examinations by the relevant tax
authorities for the years 2003 through 2008.

16. Capital

On August 1, 2007, Cosan became the controlling shareholder of
Cosan S.A. in which it holds 51 % interest.

This was carried out by means of a corporate reorganization
involving Cosan’s former direct controlling shareholders, Usina
Costa Pinto S.A. Aglcar e Alcool (“Usina Costa Pinto”) and
Aguassanta Participagoes S.A. (“Aguassanta Participacoes”).
These shareholders contributed capital to Cosan in the form of
Cosan’s common shares, as stated below, thus becoming part of
Cosan S.A.’s indirect ownership structure:

Shareholder Number of shares Interest held in
of Cosan’s issue Cosan
contributed as capital

to Cosan Limited

Usina Costa Pinto 30,010,278 15.89%

Aguassanta
Participacoes 66,321,766 35.11%
96,332,044 51.00%

Subsequently, Aguassanta Participacdes proceeded with a
corporate restructuring involving its interest held in Cosan. As a
result of this restructuring, the equity interest formerly held by
Aguassanta Participacoes directly in Cosan turned into indirect
interest, by means of holding companies in Brazil and abroad.
Upon completion of this corporate restructuring, the ownership
structure of Cosan was as follows:

Shareholder Class of shares Number of Interest
shares

Usina Costa

Pinto Bl 30,010,278 13.26%

Queluz Holdings

Limited B1 66,321,766 29.31%

Aguassanta

Participacoes A 5,000,000 2.21%

Other

shareholders A 124,910,812 55.22%
226,242,856 100.00%

Cosan shares owned by Usina Costa Pinto and Queluz Holdings
Limited are Class B1 shares, which entitle their holders to 10
votes per share. Other shares are Class A shares, which entitle
holders to 1 vote per share.



On August 17, 2007, Cosan concluded its Global Initial Public
Offering (IPO) at the New York Stock Exchange by offering
111,678,000 Class A common shares. As of that date, Cosan
priced its IPO at US$10.50 per Class A share. As a result of
the Global Offering Cosan’s shares are traded on the New York
Stock Exchange (NYSE) and on the S&o Paulo Stock Exchange
(BOVESPA) by BDR (Brazilian Depositary Receipts).

Cosan S.A. and Cosan announced the Share Acquisition Voluntary
Public Offering (OPA) where Cosan aimed to acquire up to 100%
of the unowned common shares of Cosan S.A. through and
exchange for Class A shares depositary receipts (BDRs), for Class
A shares issued by Cosan.

Upon the conclusion of the OPA on April 18, 2008, 18,232,812
shares of Cosan were exchanged, representing an increase in its
interest in Cosan S.A. of 6.7%.

17. Share-Based Compensation

In the ordinary and extraordinary general meeting held on August
30, 2005, the guidelines for the outlining and structuring of a
stock option plan for Cosan S.A. officers and employees were
approved, thus authorizing the issue of up to 5% of shares
comprising Cosan S.A.’s share capital. This stock option plan was
outlined to attract and retain services rendered by officers and key
employees, offering them the opportunity to become shareholders
of Cosan S.A. On September 22, 2005, Cosan S.A.’s board of
directors approved the distribution of stock options corresponding
to 4,302,780 common shares to be issued or purchased by
Cosan S.A. related to 3.25% of the share capital at the time,
authorized by the annual/extraordinary meeting. The remaining
1.75% remains to be distributed. On September 22, 2005, the
officers and key employees were informed regarding the key terms
and conditions of the share-based compensation arrangement.

According to the market value on the date of issuance, the
exercise price is US$3.62 (three dollars and sixty two cents) per
share which does not include any discount. The exercise price
was calculated before the valuation mentioned above based on an
expected private equity deal which did not occur. Options may be
exercised after a one-year vesting period starting November 18,
2005, at the maximum percentage of 25% per year of the total
stock options offered by Cosan S.A. The options for each 25%
have a five-year period to be exercised.

On September 11, 2007, the board of directors approved an
additional distribution of stock options, in connection with the

stock option plan mentioned above, corresponding to 450,000
common shares to be issued or purchased by Cosan S.A. related
to 0.24% of the share capital at September 22, 2005. The
remaining 1.51% may still be distributed.

The exercise of options may be settled only through issuance of
new common shares or treasury shares.

The employees that leave Cosan S.A. before the vesting period
will forfeit 100% of their rights. However, if the employment is
terminated by Cosan S.A. without cause, the employees will have
right to exercise 100% of their options of that particular year plus
the right to exercise 50% of the options of the following year.

The fair value of share-based awards was estimated using a
binominal model with the following assumptions:

Options granted Options granted
on September 22, on September 11,

2005 2007
Grant price - in U.S. dollars 3.62 3.62
Expected life (in years) 7.5 7.5
Interest rate 14.52% 9.34%
Volatility 34.00% 46.45%
Dividend yield 1.25% 1.47%
Weighted-average fair value
at grant date - in U.S. dollars 7.32 10.78
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Expected Term — Cosan S.A’s expected term represents the
period that Cosan S.A.’'s share-based awards are expected to be
outstanding and was determined based on the assumption that
the officers will exercise their options when the exercise period is
over. Therefore, this term was calculated based on the average of
5 and 10 years. Cosan S.A. does not expect any forfeiture as those
options are mainly for officers, whose turnover is low.

Expected Volatility — For the options granted on September 22, 2005
Cosan S.A. had its shares publicly-traded for less than 6 months
as of April 30, 2006. Therefore, Cosan S.A. opted to substitute the
historical volatility by an appropriate global industry sector index,
based on the volatility of the share prices, and considering it as
an assumption in its valuation model. Cosan S.A. has identified
and compared similar public entities for which share or option
price information is available to consider the historical, expected,
or implied volatility of those entities’ share prices in estimating
expected volatility based on global scenarios. For the options
granted on September 11, 2007 Cosan S.A. used the volatility
of its shares as an assumption in its valuation model since Cosan
S.A.’'s IPO in Brazil, in 2005.

Expected Dividends — As the Cosan S.A. is a relatively new public
entity, the expected dividend yield was calculated based on the
current value of the stock at the grant date, adjusted by the average
rate of the return to shareholders for the expected term, in relation
of future book value of the shares.

Risk-Free Interest Rate - Cosan S.A. bases the risk-free interest
rate used in the Binominal Model valuation method on the implied
yield currently available on SELIC - Special System Settlement
Custody, which is the implied yield currently available on zero-
coupon securities in Brazil.

As of April 30, 2008 the amount of US$13,928 related to
the unrecognized compensation cost related to stock options is
expected to be recognized in 2.0 years. Cosan S.A. currently has
no shares in treasury.

Stock option activity for the year ended April 30, 2008, is as follows:

Shares Weighted-average
exercise price

Outstanding as of

April 30, 2006 4,302,780 2.93
Grants of options - -
Exercises (1,132,707) 3.00
Forfeitures or expirations (285,060) 3.00

Outstanding as of

April 30, 2007 2,885,013 3.00
Grants of options 450,000 3.62

) Shares Weighted-average
Continued exercise price

Exercises (961,672) 3.62

Forfeitures or expirations - -

Outstanding as of
April 30, 2008 2,373,341 3.62

Shares exercisable at
April 30, 2008 - -

Shares exercisable at
April 30, 2007 - -

18. Risk Management and
Financial Instruments

a. Risk management

The volatility in the price of commodities and foreign exchange
rates are the main market risks to which Cosan and its subsidiaries
are exposed. Cosan carries out operations involving financial
instruments with a view to managing such risks.

These risks and related instruments are managed through
the definition of strategies, establishment of control systems
and determination of foreign exchange, interest rate and price
change limits.

The financial instruments are contracted for hedging purposes only.

b. Price risk

Cosan carries out transactions involving derivatives, with a view
to reducing its exposure to sugar price variations in the foreign
market. Such transactions assure an average minimum income for
future production. Cosan actively manages the positions contracted
and relevant results of such activity are continually monitored,
so as to allow that adjustments be made to goals and strategies
considering changes in market conditions. Cosan operates mainly
in futures and options markets on the NYBOT (New York Board of
Trade) and the LIFFE (London International Financial Futures and
Options Exchange).

c. Foreign exchange risk

Cosan carries out transactions involving derivatives, with
a view to reducing its exposure to foreign exchange rate
variations on exports. Transactions with derivatives combined
with commodity price derivatives assure an average minimum
income for future production. Cosan actively manages the
positions contracted and relevant results of such activity are



continually monitored, so as to allow that adjustments be
made to goals and strategies considering changes in market
conditions. Cosan operates mainly in the over-the-counter
segment with leading institutions.

Additionally, Cosan has also engaged in currency and interest
rate swap operations for charges associated to Senior Notes,
from the U.S. dollar exchange rate variation plus interest of 9%
per annum to 81% of CDI.

d. Interest rate risk

Cosan monitors fluctuations of the several interest rates linked
to its monetary assets and liabilities and, in the event of
increased volatility of such rates, it may engage in transactions
with derivatives so as to minimize such risks.

e. Credit risk

Asignificant portion of sales made by Cosan and its subsidiaries
is made to a selected group of best-in-class counterparties
(i.e., trading companies, fuel distribution companies and
large supermarket chains). Credit risk is managed through
specific rules of client acceptance, credit rating and setting of
limits for customer exposure, including the requirement of a
letter of credit from major banks. Cosan and its subsidiaries
historically have not recorded material losses on trade
accounts receivable.

f. Debt acceleration risk

As of April 30, 2008 and 2007, Cosan was a party to loan and
financing agreements with covenants generally applicable to these
operations, regarding cash generation, debt to equity ratio and
others. These covenants are being fully complied with by Cosan and
do not place any restrictions on its operations as a going-concern.

g. Estimated market values
The following methods and assumptions were used to estimate the
fair value of each main class of financial instruments:

* Accounts receivable and trade accounts payable: The carrying
amounts reported in the balance sheet for accounts and notes
receivable and accounts payable approximate their fair values.

* Short-term and long-term debt and advances from customers: The
market values of loans and financing were calculated based on their
present value calculated through the future cash flows and using
interest rates applicable to instruments of similar nature, terms and
risks or based on the market quotation of these securities.

g. Estimated market values--Continued

The following table presents the carrying amounts and estimated
fair values of Cosan'’s financial instruments at April 30, 2008 and
2007. The fair value of a financial instrument is the amount at
which the instrument could be exchanged in a current transaction
between willing parties.

2008 2007

Carrying amount Fair value Carrying amount Fair value
Financial assets:
Cash and cash equivalents 68,377 68,377 316,542 316,542
Marketable securities 1,014,515 1,014,515 281,879 281,879
Financial liabilities:
Short-term and long-term debt 1,287,523 1,299,483 1,378,572 1,416,390
Advances from customers 15,616 15,616 48,608 45,576

Assets and liabilities that are reflected in the accompanying consolidated financial statements at fair value or have their fair value
disclosed in the notes to the consolidated financial statements are not included in the above disclosures; such items include

derivative financial instruments.
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19. Segment Information

a. Segment information

The following information about segments is based upon
information used by Cosan’s senior management to assess the
performance of operating segments and decide on the allocation
of resources. Cosan’s reportable segments are business units in
Brazil that target different industry segments. Each reportable
segment is managed separately because of the need to specifically
address customer needs in these different industries. Cosan has
three segments: sugar, ethanol and others group. The operations
of these segments are based solely in Brazil.

The sugar segment mainly operates and produces a broad variety of
sugar products, including raw (also known as very high polarization
- VHP sugar), organic, crystal and refined sugars, and sells these
products to a wide range of customers in Brazil and abroad. Cosan
exports the majority of the sugar produced through international
commodity trading companies. Cosan’s domestic customers include
wholesale distributors, food manufacturers and retail supermarkets,
through which it sells its “Da Barra” branded products.

The ethanol segment substantially produces and sells fuel ethanol,
both hydrous and anhydrous (which has lower water content than
hydrous ethanol) and industrial ethanol. Cosan’s principal ethanol
product is fuel ethanol, which is used both as an automotive fuel and
as an additive in gasoline, and is mainly sold in the domestic market
by fuel distribution companies. Consumption of hydrous ethanol in
Brazil is increasing as a result of the introduction of flex fuel vehicles
that can run on either gasoline or ethanol (or a combination of both) to

the Brazilian market in 2003. In addition, Cosan sells liquid and gel
ethanol products used mainly in the production of paint and cosmetics
and alcoholic beverages for industrial clients in various sectors.

The accounting policies underlying the financial information provided
for the segments are based on Brazilian GAAP as Cosan S.A. is the
operating subsidiary. We evaluate segment performance based on
information generated from the statutory accounting records.

Others segment is comprised by selling cogeneration of electricity,
diesel and corporate activities.

No asset information is provided by reportable segment due to the fact
that the majority of the assets used in production of sugar an ethanol
are the same.

Measurement of segment profit or loss and segment assets
Cosan S.A. evaluates performance and allocates resources
based on return on capital and profitable growth. The primary
measurement used by management to measure the financial
performance of Cosan S.A. is adjusted EBIT (earnings before
interests and taxes excluding special items such as impairment
and restructuring, integration costs, one-time gains or losses
on sales of assets, acquisition, and other items similar in
nature). The accounting policies of the reportable segments
are the same as those described in the summary of significant
accounting policies.

Cosan reports net sales by geographic area based on the destination
of the net sales.

2008 2007 2006
Net sales - Brazilian GAAP
Sugar 780,839 1,029,592 657,846
Ethanol 604,668 551,474 378,366
Others 102,102 95,832 57,792
Total 1,487,609 1,676,898 1,094,004
Reconciling items to U.S. GAAP
Sugar 3,624 2,152 2,610
Ethanol - - -
Others - - -
Total 3,624 2,152 2,610
Total net sales 1,491,233 1,679,050 1,096,614




Continued 2008 2007 2006

Segment operating income (loss) - Brazilian GAAP

Sugar (128,702) 105,290 65,997
Ethanol (99,664) 56,396 37,959
Others (16,829) 9,800 5,797
Operating income (loss) - Brazilian GAAP (245,195) 171,486 109,753

Reconciling items to U.S. GAAP

Depreciation and amortization expenses

Sugar 28,438 39,340 24,013
Ethanol 22,022 21,072 13,811
Others 3,719 3,662 2,110

54,179 64,074 39,934

Other adjustments

Sugar 29,443 (816) (10,501)
Ethanol 20,075 (1,573) (7,559)
Others 3,389 (273) (1,154)
Total sugar (70,821) 143,814 79,509
Total ethanol (57,567) 75,895 44,211
Total others (9,721) 13,189 6,753

Operating income (loss)- U.S. GAAP (138,109) 232,898 130,473
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b. Sales by geographic area

The following table includes Cosan’s net sales by region:

2008 2007 2006
Brazil 834,549 663,886 522,435
Europe 520,663 304,634 61,457
Middle East and Asia 71,405 473,752 323,488
North America 52,066 113,010 43,841
Latin America, other than Brazil 8,926 19,392 5,784
Africa - 102,224 136,999
Total 1,487,609 1,676,898 1,094,004
c. Sales by principal customers
Sugar
The following table sets forth the amount of sugar that we sold to our principal customers during the years as
a percentage of either domestic or international sales of sugar:
Market Customer 2008 2007 2006
International Sucres et Denrées 23.6% 33.3% 33.7%
Tate & Lyle International 11.2% 5.3% 10.0%
S.A. Fluxo 9.2% 9.5% 0.8%
Cane International
Corporation 7.2% 2.2% 12.8%
Coimex Trading Ltd 6.9% 11.5% 11.3%
Ethanol
The following table sets forth the amount of ethanol that we sold to our principal customers during the years
as a percentage of either domestic or international sales of ethanol:
Market Customer 2008 2007 2006
International Vertical UK LLP 13.6% 11.6% 9.3%
Vitol Inc. 3.5% - -
Morgan Stanley Capital
Group Inc. 2.9% - -
Kolmar Petrochemicals - 6.2% 0.3%

Alcotra S.A.

5.8%




Continued

Market Customer 2008 2007 2006
Domestic Shell Brasil Ltda. 20.1% 14.8% 27.8%
Euro Petréleo do Brasil Ltda 14.3% - -
Petrobras Distribuidora S.A. 8.0% 9.2% 12.0%

Cia Brasileira de Petrdleo
Ipiranga 6.1% - -

Tux Distribuidora de
Combustiveis Ltda. 5.7% - -

Manancial Distribuidora de
Petréleo Ltda. - 8.2% 2.3%

20. Commitment to Acquire Teagcu Armazéns Gerais S.A. and Esso Brasileira de Petrdleo Ltda.

On April 9, 2008, Cosan S.A. entered into an agreement for the acquisition of 49% of the shares of Teacu Armazéns Gerais S.A. for the
amount of US$70,531. At that date, Cosan S.A. made an advance in the amount of US$59,270. The acquisition will be closed within
210 days upon completion of due diligence and certain contractual conditions, at which time the remaining US$11,261 will be paid.

On April 23. 2008. Cosan S.A. entered into an agreement with ExxonMobil International Holding B.V. (“Exxon”) for the acquisition of
100% of the capital of Esso Brasileira de Petréleo Ltda. and certain affiliates, marketers and distributors of fuel and lubricants in Brazilian
retail and wholesale markets as well as aviation fuel supply. The closing of the acquisition is contingent upon completion of a Transition
Period, during which shared services provided by Exxon from other countries will be transitioned to the Brazilian entities to be acquired
and the technology platform will be transitioned to an exclusive segregated environment in Brazil.

The presently negotiated purchase price is cash of US$826,000 to be paid upon closing and assumption of debt amounting to
US$198,000. The acquisition price is subject to revision at the end of the Transition Period when the transaction is closed. During the
Transition Period, Exxon retains operational control of the entities to be acquired.
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Consolidated Financial Statements

Cosan S.A. Industria e Comércio
April 30, 2008 and 2007
with Report of Independent Auditors



REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Shareholders
Cosan S.A. Industria e Comércio

1. We have audited the accompanying balance sheets of Cosan S.A. Industria e Comércio and the consolidated balance sheets of
Cosan S.A. Industria e Comércio and subsidiaries, as of April 30, 2008 and 2007, and the related statements of operations, changes in
shareholders’ equity and changes in financial position for the years then ended. These financial statements are the responsibility of the
Company’s management. Our responsibility is to express an opinion on these financial statements.

2. We conducted our audits in accordance with generally accepted auditing standards in Brazil which comprised: (a) the planning of our
work, taking into consideration the materiality of balances, the volume of transactions and the accounting and internal control systems of
the Company and its subsidiaries; (b) the examination, on a test basis, of the documentary evidence and accounting records supporting
the amounts and disclosures in the financial statements; and (c) an assessment of the accounting practices used and significant estimates
made by management of the Company and its subsidiaries, as well as an evaluation of the overall financial statement presentation.

3. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Cosan S.A.
Industria e Comércio at April 30, 2008 and 2007, and the consolidated financial position of Cosan S.A. IndUstria e Comércio and
subsidiaries at April 30, 2008 and 2007, the results of their operations, changes in their shareholders’ equity and changes in their
financial position for the years then ended, in conformity with accounting practices adopted in Brazil.

4. We conducted our audits with the main objective of expressing an opinion on the financial statements referred to in the first paragraph.
The statements of cash flows, prepared in accordance with the accounting practices adopted in Brazil, are presented to provide
supplementary financial information about the Company and its subsidiaries, though they are not a required component of the financial
statements. These supplementary financial statements were subject to the audit procedures described in the second paragraph and, in
our opinion, are fairly presented in all material respects in relation to the overall financial statement presentation.

Sao Paulo, June 6, 2008

ERNST & YOUNG

Auditores Independentes S.S.
CRC 2SP015199/0-6

Luiz Carlos Nannini

Accountant CRC 1SP171638/0-7
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BALANCE SHEETS

April 30, 2008 and 2007

(In thousands of reais)

Parent Company Consolidated
2008 2007 2008 2007
ASSETS
Current assets
Cash and cash equivalents Note 4 17,117 31,571 65,843 643,815
Marketable securities Note 5 908,040 513,698 944,245 573,314
Trade accounts receivable Note 6 46,159 43,094 215,238 112,283
Derivative financial instruments 86,533 37,578 86,533 37,578
Inventories Note 7 229,686 220,831 570,518 503,350
Advances to suppliers Note 8 83,564 86,642 226,119 211,446
Related parties Note 9 591,115 277,149 16,305 -
Deferred income and social contribution taxes Note 14.b - 34,008 - 38,093
Other assets 68,008 80,374 158,804 104,866
Total current assets 2,030,222 1,324,945 2,283,605 2,224,745
Noncurrent assets
Long-term receivables
Accounts receivable from federal government Note 16 - - 342,201 318,358
CTNs-Restricted Brazilian Treasury Bills Note 15 23,362 18,992 151,687 123,310
Deferred income and social contribution taxes Note 14.b 81,744 62,748 357,032 242,530
Advances to suppliers Note 8 14,341 - 77,342 -
Other assets 24,605 34,127 124,321 112,368
Permanent assets
Investments Note 10 1,954,588 1,234,465 120,312 93,169
Property, plant and equipment Note 11 880,886 758,963 2,771,359 2,013,137
Intangible Note 12 437,899 555,989 1,160,670 1,133,178
Deferred charges - - 4,938 2,559
Total noncurrent assets 3,417,425 2,665,284 5,109,862 4,038,609

Total assets 5,447,647 3,990,229 7,393,467 6,263,354




Parent Company

Consolidated

2008 2007 2008 2007
LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities
Loans and financing Note 15 53,790 60,759 83,344 88,991
Derivative financial instruments 41,852 35,536 41,852 35,536
Trade accounts payable 59,300 54,630 190,990 113,773
Salaries payable 32,983 25,572 80,704 63,273
Taxes and social contributions payable Note 13 33,031 48,202 116,090 126,202
Advances from customers 6,470 27,733 26,348 49,373
Related parties Note 9 22,571 668 - 667
Deferred income and social contribution taxes
on revaluation reserve - 5,486 5,486
Dividends proposed Note 17 75,783 - 75,815
Other liabilities 12,908 24,391 32,878 32,617
Total current liabilities 262,905 353,274 577,692 591,733
Noncurrent liabilities
Loans and financing Note 15 985,541 1,519,135 2,136,157 2,770,435
Taxes and social contributions payable Note 13 51,091 49,562 359,315 338,507
Related parties Note 9 621,733 216,841 - -
Provision for judicial demands Note 16 196,997 172,776 832,425 727,966
Advances from customers - 32,542 - 49,491
Deferred income and social contribution taxes
on revaluation reserve - - 27,601 33,435
Other liabilities 3,580 15,100 116,761 100,597
Total noncurrent liabilities 1,858,942 2,005,956 3,472,259 4,020,431
Minority shareholders’ interest - - 17,716 20,191
Shareholders’ equity Note 17
Capital 2,935,268 1,192,692 2,935,268 1,192,692
Revaluation reserves 194,368 195,004 194,368 195,004
Legal reserve 15,954 15,954 15,954 15,954
Reserve for new investments and upgrading 180,210 227,349 180,210 227,349
Total shareholders’ equity 3,325,800 1,630,999 3,325,800 1,630,999
Total liabilities and shareholders’ equity 5,447,647 3,990,229 7,393,467 6,263,354

See accompanying notes.
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STATEMENTS OF OPERATIONS

Years ended April 30, 2008 and 2007

(In thousands of reais, except per share information)

Parent Company

Consolidated

2008 2007 2008 2007
Gross operating revenue
Sales of goods and services 1,594,809 2,080,949 2,978,628 3,902,875
Sales taxes and deductions (107,089) (103,613) (242,452) (297,819)
Net operating revenue Note 25 1,487,720 1,977,336 2,736,176 3,605,056
Cost of goods sold and services rendered (1,333,352) (1,472,297) (2,387,136) (2,481,115)
Gross profit Note 25 154,368 505,039 349,040 1,123,941
Operating income (expenses)
Selling expenses (119,169) (103,420) (301,335) (282,022)
General and administrative expenses (128,075) (123,765) (203,763) (239,509)
Management fees Note 18 (6,415) (5,223) (6,415) (6,650)
Financial income (expenses), net Note 19 358,470 (151,959) 284,302 157,967
Earnings (losses) on equity investments Note 10 (139,212) 372,174 6,574 (57)
Goodwill amortization (118,090) (132,454) (201,410) (223,686)
Other operating income (expenses), net 8,717 (17,537) (5,962) 35,309
(143,774) (162,184) (428,009) (558,648)
Operating income (loss) 10,594 342,855 (78,969) 565,293
Nonoperating result 1,370 397 9,992 2,008
Income (loss) before income and social
contribution taxes 11,964 343,252 (68,977) 567,301
Income and social contribution taxes Note 14.a (59,739) 6,234 18,747 (203,858)
Income (loss) before minority interest (47,775) 349,486 (50,230) 363,443
Minority interest - - 2,455 (6,174)
Net income (loss) for the year (47,775) 349,486 (47,775) 357,269
Earnings (loss) per share — in Reais (0.18) 1.85

See accompanying notes.




STATEMENTS OF CHANGES IN
SHAREHOLDERS' EQUITY

Years ended April 30, 2008 and 2007

(In thousands of reais)

(o]

Demonstracoes Financeiras / Financial Statements

Revaluation reserves Reserve
for new
Parent Subsi- Legal investments Accumul
Capital Company diaries reserve  and upgrading ated losses Total
Balances as of April 30, 2006 1,185,767 107,742 88,122 - - (26,209) 1,355,422
Capital increase on November 20, 2006 Note 17.a 6,925 - - - - - 6,925
Realization of revaluation reserve - - (860) - - 860 -
Adjustment due to change in
accounting practice Technical
Instruction No. 01/2006 Note 17.e - - - - - (5,051) (5,051)
Net income for the year - - - - - 349,486 349,486
Distribution of net income:
Legal reserve Note 17.c - - - 15,954 - (15,954) -
Proposed dividends Note 17.b - - - - - (75,783) (75,783)
Reserve for new investments and
upgrading Note 17.d - - - - 227,349 (227,349) -
Balances as of April 30, 2007 1,192,692 107,742 87,262 15,954 227,349 - 1,630,999
Capital increase on November 19, 2007 Note 17.a 5,639 - - - - - 5,639
Capital increase on December 5, 2007 Note 17.a 1,736,700 - - - - - 1,736,700
Capital increase on December 11, 2007 Note 17.a 237 - - - - - 237
Realization of revaluation reserve - - (636) - - 636 -
Loss for the year - - - - - (47,775)  (47,775)

Absorption of accumulated losses
with reserve for new investments and
upgrading Note 17.d - - - - - - -

- (47,139) 47,139

Balances as of April 30, 2008 2,935,268 107,742 86,626 15,954 180,210 - 3,325,800

See accompanying notes.
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STATEMENTS OF CHANGES IN

FINANCIAL POSITION

Years ended April 30, 2008 and 2007

(In thousands of reais)

Parent Company

Consolidated

2008 2007 2008 2007
SOURCES OF WORKING CAPITAL
Net income (loss) for the year (47,775) 349,486 (47,775) 357,269
Expenses (income) not affecting net working capital:
Losses (earnings) on equity investments 139,212 (372,174) (6,574) 57
Depreciation and amortization 140,713 99,470 341,345 296,960
Provision (reversal) for devaluation of permanent equity
investments (9,318) 9,322 83 141
Goodwill amortization 118,090 132,454 201,410 223,686
Residual value of permanent asset disposals 8,054 1,824 10,956 8,446
Noncurrent interest, monetary and foreign exchange variation, net (304,696) (26,140) (316,300) (360,585)
Minority interest - - (2,455) 6,174
Set-up (reversal) of provision for judicial demands 3,100 6,565 9,128 (40,058)
Deferred income and social contribution taxes 5,695 (17,063) (59,481) 118,565
Loss on investment, net 1,103 - - -
54,178 183,744 130,337 610,655
From shareholders:
Capital increase 1,742,576 6,925 1,742,576 6,925
Dividends received - 287 - -
1,742,576 7,212 1,742,576 6,925
From third parties:
Senior notes - - - 849,880
Increase in noncurrent liabilities 189,900 174,450 - -
Net reduction of noncurrent assets - 16,853 - 4,596
Net working capital from acquisition - - 21,122 -
Transfer from noncurrent assets to current assets - 10,252 - 2,256
189,900 201,555 21,122 856,732
Total sources of working capital 1,986,654 392,511 1,894,035 1,474,312




Parent Company

Consolidated

Continued 2008 2007 2008 2007

UTILIZATION OF WORKING CAPITAL
Net decrease in noncurrent liabilities - 344,178 181,404
In property, plant and equipment 270,690 272,765 1,050,511 683,541
In investments, other than goodwill 777,104 165,624 100,007 80,021
In deferred charges - 2,559 645
Goodwill paid on the acquisition of equity investments - 173,999 3,706
Advance for future capital increase 83,334 - - -
Transfer from noncurrent liabilities to current liabilities 29,514 19,752 37,995 159,660
Proposed dividends 75,783 - 75,783
Net working capital from acquisition /merger of subsidiaries 149,259 - -
Transfer from current assets to noncurrent assets 30,366 - 111,885 -
Total utilization of working capital 1,191,008 683,183 1,821,134 1,184,760
Increase (decrease) in net working capital 795,646 (290,672) 72,901 289,552

Changes in net working capital

Current assets
At end of year 2,030,222 1,324,945 2,283,605 2,224,745
At beginning of year 1,324,945 1,560,267 2,224,745 2,013,436

705,277 (235,322) 58,860 211,309

Current liabilities
At end of year 262,905 353,274 577,692 591,733
At beginning of year 353,274 297,924 591,733 669,976

(90,369) 55,350 (14,041) (78,243)
Increase (decrease) in net working capital 795,646 (290,672) 72,901 289,552

See accompanying notes.
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STATEMENTS OF CASH FLOWS

Years ended April 30, 2008 and 2007

(In thousands of reais)

Parent Company Consolidated

2008 2007 2008 2007

Cash flows from operating activities

Net income (loss) for the year (47,775) 349,486 (47,775) 357,269

Adjustments to reconcile net income (loss) to cash provided by
(used in) operating activities

Depreciation and amortization 140,713 99,470 341,345 296,960
Losses (earnings) on equity investments 139,212 (372,174) (6,574) 57
Residual value of permanent asset disposals 8,054 1,824 10,956 8,446
Goodwill amortization 118,090 132,454 201,410 223,686
Loss on investment, net 1,103 - - -
Deferred income and social contribution taxes 15,012 (31,691) (59,481) 115,214
Set-up (reversal) of provision for judicial demands 3,100 6,565 9,128 (40,058)
Provision (reversal) for devaluation of permanent

equity investments (9,318) 9,322 83 141
Minority interest - - (2,455) 6,174
Accounts receivable from Federal Government - - - (318,358)
Fees on credit from Federal Government - - - 38,203
Discounts on promissory notes - (25,600) - (25,600)
Discounts from state tax amnesty — ICMS (State Valued

Added Tax — VAT) - - - (62,126)
Interest and monetary and foreign exchange variation, net (72,239) 183,944 (115,950) 215,482

Decrease (increase) in assets
Trade accounts receivable (8,607) 23,710 (107,992) 98,087
Inventories (8,855) (6,586) (44,839) (110,249)
Advances to suppliers 3,078 (8,676) (90,945) (78,727)
Derivative financial instruments (48,955) 251,023 (48,955) 251,023
Related parties (5,926) - (15,593) -
Other assets 7,296 (5,626) (44,448) 4,901
Increase (decrease) in liabilities

Trade accounts payable 4,670 (49,049) 55,320 (87,944)
Salaries payable 7,411 2,259 14,702 13,547
Taxes and social contributions payable (16,765) (7,912) (32,817) (74,425)
Provision for judicial demands 7,629 (6,993) (6,106) (128,009)
Derivative financial instruments 6,316 (29,832) 6,316 (29,832)
Other liabilities (12,424) 76 (34,484) (6,327)

Net cash provided by (used in) operating activities 230,820 515,994 (19,154) 667,535




Parent Company

Consolidated

Continued 2008 2007 2008 2007
Cash flow from investing activities
In deferred charges - (2,559) -
Acquisition of investment, net of cash received (777,104) (165,624) (169,613) (80,021)
Advance for future capital increase (83,334) - - -
Acquisition of property, plant and equipment (270,690) (272,765) (1,050,511) (683,541)
Marketable securities (394,342) 181,725 (361,839) 197,172
Others - 287 - (4,351)
Net cash used in investing activities (1,525,470) (256,377) (1,584,522) (570,741)
Cash flows from financing activities -
Senior notes - - - 849,880
Loans and financing 198,311 - 198,302 -
Advances from customers - 5,791 - 4,779
Payments of principal and interest on loans and financings,
advances from customers and promissory notes (703,914) (244,654) (839,359) (375,599)
Capital increase 1,742,576 6,925 1,742,576 6,925
Related parties pre-payment 119,006 (16,835) - -
Dividends paid (75,783) - (75,815) -
Other - 1,480 - -
Net cash generated by (used in) financing activities 1,280,196 (247,293) 1,025,704 485,985
Net increase (decrease) in cash and cash equivalents (14,454) 12,324 (577,972) 582,779
Cash and cash equivalents at beginning of year 31,571 19,247 643,815 61,036
Cash and cash equivalents at end of year 17,117 31,571 65,843 643,815
Additional cash flow information
Interest paid on loans, financings, advances from customers and
promissory notes (139,941) (135,818) (210,059) (155,786)
Income and social contribution taxes paid (27,097) (122) (31,698) (25,952)

See accompanying notes.
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NOTES TO FINANCIAL STATEMENTS

April 30, 2008 and 2007

(In thousands of reais)

01. Operations

The primary activity of Cosan S.A. Industria e Comércio
(“Company” or “Cosan”), with principal place of business in
the city of Piracicaba, Sao Paulo, and its subsidiaries is the
manufacturing and trading of sugar, ethanol and co-generation
of electricity from sugarcane both of their own plantations and
third parties. The Company has 18 producing units, all located
in the Séo Paulo State, with a nominal capacity of milling 45
million tons of sugarcane per year, producing varied qualities
of raw and refined sugar, anhydrous and hydrated ethanol. The
Company activities are still linked with those of its subsidiary
Cosan Operadora Portuaria S.A. and affiliate TEAS - Terminal
Exportador de Alcool de Santos S.A., which consist mainly in the
logistic support to export of sugar and ethanol by the Company.

During the year ended April 30, 2008, the main activities in this
regard were as follows:

* On August 1, 2007, Cosan Limited, company organized
in Bermudas, became a controlling shareholder of Cosan
holding a 51% interest therein;

* On December 5, 2007, the Company approved the capital
increase in the amount of R$1,736,700, through issue
of 82,700,000 common shares with no par value. This
capital increase was fully subscribed and paid up on
January 23, 2008 by parent company Cosan Limited and
minority shareholders. With this capital increase, Cosan
Limited increased its interest in the Company to 56.1%;

* On February 14, 2008, subsidiary Usina da Barra S.A.

Actcar e Alcool (“Usina da Barra”) became the wholly

owner of Benalcool Aclcar e Alcool S.A. (“Benélcool”)

and Benagri Agricola Ltda. (“Benagri”), both located in the

Aracatuba region, Sao Paulo;

On April 18, 2008, parent company Cosan Limited

announced its acceptance of the total Company shares

of shareholders submitted to Voluntary Public Offer to

Purchase Shares (“OPA — Oferta Publica de Aquisicdo de

Acoes”) through bartering BDRs for Class A, issued by

Cosan Limited. After conclusion of the auction held on

that date, 18,232,812 common shares of the Company,

representing 6.7% of its total common shares, were
submitted for barter. With the OPA, parent company Cosan

Limited became the holder of 62.8% of the Company’s

total common shares; and,

On April 23, 2008, the Company entered into a Stock

Purchase and Sale Agreement with ExxonMobil International

Holdings B.V. for acquiring the total capital of ExxonMobil

affiliates holding 100% of the capital of Esso Brasileira de

Petréleo Ltda. and its affiliates, which are the holders of
assets related to fuel distribution and marketing as well as
production and marketing of lubricants and specialties of
ExxonMobil in Brazil.

02. Basis of Preparation and Presentation of
the Financial Statements

The financial statements are the responsibility of the Company’s
management and were prepared in conformity with accounting
practices adopted in Brazil, the standards established by the
Brazilian Securities Commission (CVM) and the rules of the
Sé&o Paulo Stock Exchange (BOVESPA) applicable to companies
operating in the so-named “Novo Mercado”.

Preparation of the financial statements involves the use
of accounting estimates. These estimates were based on
objective and subjective factors and Company management’s
judgment for determining the adequate amounts to be
recorded in the financial statements. Significant items subject
to these estimates and assumptions include selection of useful
lives and recoverability of property, plant and equipment,
credit risk analysis in determining the allowance for doubtful
accounts, as well as the analysis of other risks in determining
other provisions, including provision for judicial demands,
the valuation of financial instruments and other assets and
liabilities at the balance sheet date.

The settlement of transactions involving these estimates may
result in amounts significantly different from those recorded
in the financial statements due to uncertainties inherent to
the estimate process. The Company reviews its estimates and
assumptions at least on a quarterly basis.

Assets and liabilities are classified as current whenever their
realization or settlement is likely to occur within the following
twelve months. Otherwise, they are stated as noncurrent.
Assets and liabilities denominated in foreign currencies were
translated into Brazilian reais at the exchange rate at the
balance sheet date. Translation differences were recognized
in the statement of operations. The assets and liabilities of
foreign subsidiaries were translated into Brazilian reais at the
exchange rate at the balance sheet date and the results of
operations were determined based on the monthly average
exchange rate for the year.

For purposes of additional information, the statements of cash
flows, prepared in accordance with Accounting Standard and
Procedure (NPC) No. 20, issued by IBRACON - the Brazilian



Institute of Independent Auditors are being presented, considering
the main operations that affected cash and cash equivalents of the
Company and its subsidiaries. These statements are divided into
operating, investing and financing activities.

As partoftheaccompanyingfinancial statements, the Company presents
as unaudited supplementary information its calculation of EBITDA
(Earnings before interest, taxes, depreciation and amortization). While
EBITDA does not provide a measurement indicator for operating cash
flow in accordance with Brazilian accounting principles, it is frequently
used by financial analysis in business valuations and management
uses it to assess the Company’s operating performance.

Changes in preparation and reporting of financial statements
On December 28, 2007, Law No. 11638 was approved by
the President of Brazil. This law makes amendments and revokes
provisions of Brazil's Corporation Law. These changes are primarily
aimed towards convergence between accounting practices adopted
in Brazil and International Financial Reporting Standards (IFRS).

The requirements of this Law shall apply to financial statements
reported for fiscal years ended on or after January 1, 2008. Since
the current fiscal year of the Company began on May 1, 2007,
these new requirements shall be adopted in the year ending
April 30, 2009; however, its significant future impacts on those
financial statements shall be stated.

Based on accounting pronouncements existing to date and
considering the best understanding of the Company, the changes
introduced by the new law which may have significant impact on
its future financial statements are:

i) presentation of statements of cash flows and value added:
the Company adopts the practice of disclosing its cash flow.
Concerning value added, the Company will present this
statement beginning the first quarter of the coming fiscal
year;

i) maintenance of the revaluation reserve: the Company’s
management is assessing if the amounts recorded in the
revaluation reserve will be maintained through the effective
realization date or reversed. At April 30, 2008, the balance
recorded in property, plantand equipment, less depreciation,
amounts to R$108,150 and R$423,977, Company
and consolidated, respectively. The balance presented
in the parent company fully refers to land revaluation. In
consolidated, land revaluation corresponds to R$362,615.
The Company will disclose its option in the first quarter of
the coming fiscal year;

iii) financial assets and liabilities, notably long-term ones,

shall now be discounted to present value. Management
believes that the major impact will be on the liability arising
from Resolution 2471, as disclosed in Note 15, whose
amount is directly related to redemption of Restricted
Brazilian Treasury Bills (CTNs), classified as noncurrent
assets. Given that the redemption value of these bills shall
be closely similar to the debt value upon maturity, the
present value of such debt should approximate the asset
balance at April 30, 2008, as mentioned in Note 21.g,
there being, accordingly, a decrease in noncurrent liabilities
by nearly R$70,000, parent company, and R$400,000
in the consolidated. Possible present value effects on the
balances of loans in foreign currency at April 30, 2008,
denominated Senior Notes and Perpetual Notes, are set
out in Note 21.g. Regarding other liabilities, the Company
is making the respective present value calculations, to be
disclosed in the coming fiscal year;

iv) periodic analysis of the recoverability of amounts recorded
under fixed and intangible assets: the Company already
adopts this practice, there being no effects on the financial
statements as of April 30, 2008;

v) regarding share-based compensation, the Company
disclosed in Note 24, the possible impacts on the financial
statements as of April 30, 2008; and,

vi) certain financial assets shall be measured at market value.
The Company presents the market value effects on its
derivatives in Notes 21.b and 21.c.

Other changes, in addition to those addressed above, are
introduced by Law No. 11638/07, among which it is worth
highlighting the following: i) in preparing financial statements,
accounting adjustments made exclusively to comply with
accounting standards are not taxable or tax-deductible; (ii)
in some business combinations, assets and liabilities shall
be accounted for at market value; (iii) leased assets shall
be recorded under property, plant and equipment; and, (iv)
investments in affiliates on whose management the corporation
has a significant influence or in which they hold 20% or more
of the voting capital (not of the total capital as before), in
subsidiaries, and in other companies that are of a same group,
or that are under common control, shall be measured by the
equity method.

Because these changes have been recently approved and some
of which are still dependent upon regulation by regulatory
agencies in order to be fully applied, management is still
considering all the effects that such changes could have on
the Company’s financial statements and result of operations
for years to come.
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03. Summary of Significant Accounting Practices

a) Result of operations

The result of operations is determined on the accrual basis of
accounting. Revenue from product sales is recognized in the
statement of operations when the risks and rewards inherent to the
products are transferred to the buyer. Revenues are not recognized
when there is significant uncertainty of their realization.

b) Cash and cash equivalents

These include bank checking account balances and short-term
investments which are redeemable within up to 90 days from the
date of investment and are recorded at cost increased by earnings
obtained up to the balance sheet date, not to exceed market value.

c) Marketable securities
Stated at cost plus earnings obtained up to the balance sheet date,
not to exceed their market value.

d) Trade accounts receivable

Refer to amounts receivable from customers, which are reduced
by an allowance for doubtful accounts to their probable realizable
amounts. The allowance for doubtful accounts is set up for an
amount considered by management to be sufficient to cover losses
on realization of accounts receivable.

e) Inventories

Inventories are valued at the lower of cost or market. Cost
for finished goods and work-in-progress includes purchased
raw materials, labor, maintenance costs of growing crops,
major maintenance costs and manufacturing and production
overhead, which are related to the purchase and production
of inventories.

During the development period of growing crops, costs are
recorded in property, plant and equipment. After the development
period, annual maintenance costs of growing crops become a
portion of the cost of the current-year crop, along with harvesting
costs, depreciation of the plants, and allocated overhead costs.
Annual maintenance costs include cultivation, spraying, pruning,
and fertilizing. The annual maintenance costs are allocated to cost
of production based on the estimated amount of sugarcane to be
milled during the harvest period.

Cosan’s harvest period begins between the months of April and
May each year and ceases normally in the months of November
and December. From January to April Cosan performs its major
maintenance activities.

f) Deferred income and social contribution taxes
Recognition of deferred tax assets and liabilities is based:

i) on temporary differences between their respective book and
tax balances; and,

ii) on income and social contribution tax losses, taking into con-
sideration their likely realization based on generation of future
taxable profits. If the Company and its subsidiaries generate
losses or are not able to generate future taxable profits, or
should there be any significant change in effective tax rates or
in the time required for deferred taxes to be taxable or deduc-
tible, their management considers the need for a provision for
loss on realization of such deferred tax assets.

g) Investments

Investments in subsidiaries and affiliate are stated by the equity
method. The remaining investments are stated at acquisition
cost reduced by a provision for devaluation, when applicable.
The investments in subsidiaries Cosan International Universal
Corporation and Cosan Finance Limited are stated based on the
financial statements of these subsidiaries adjusted to accounting
practices adopted in Brazil.

h) Property, plant and equipment

Property, plant and equipment items are recorded at their acquisition
or construction cost, which have been partially revalued. Depreciation
is calculated using the straight-line method based on annual rates
that take into consideration the remaining economic useful life of the
assets, as shown in Note 11.

The sugarcane planting costs are recorded at cost and
amortized over 5 years.

Cosan performs planned major maintenance activities in its
industrial facilities on an annual basis. This occurs during the
months from January to April, with the purpose to inspect and
replace components. The annual major maintenance costs include
labor, material, outside services, and general or overhead expense
allocations during the inter-harvest period. Cosan utilizes the
built-in overhaul method to account for the annual costs of major
maintenance activities. Thus the estimated cost of the portion of the
total cost of a fixed asset which must be replaced on an annual basis
is recorded as a separate component of the cost of fixed assets and
depreciated over its separate estimated useful life. Itis then replaced
in connection with the annual major maintenance activities. Costs
of normal periodic maintenance are charged to expense as incurred
since the parts replaced do not enhance or maintain the crushing
capacity or provide betterments to the fixed assets.



Impairment of long-lived assets is recognized when events or
changes in circumstances indicate that the book value of an asset
or group of assets may not be recovered.

i) Intangible

Refers to goodwill on the acquisition of equity interests based on
future profitability of investments, being amortized within 5 to 10
years. Goodwill is reviewed for impairment whenever events or
changes in circumstances indicate that the carrying value may not
be recoverable.

j) Other current and noncurrent assets
These are stated at realizable value, including, when applicable,
earnings, monetary and exchange variation to balance sheet date,
or at cost in case of prepaid expenses.

k) Liabilities

Liabilities are recognized in the balance sheet when the
Company has a legal or constructive obligation arising from
past events, the settlement of which is expected to result
in an outflow of economic benefits. Certain liabilities due
to uncertainty with respect to the timing and amount of the
outflow of economic benefits required for their settlement are
estimated as incurred and recorded as a provision. Provisions
are recorded reflecting the best estimates of the risk involved.

The determination of estimated liabilities related to tax suits,
civil suits and labor claims involves use of professional
judgment by management. The Company is subject to several
claims, being defendant in several tax suits, civil suits and
labor claims on several matters arising in the normal course of
its business activities.

The Company records provision for probable losses on the suits
which are feasible to be estimated with reasonable accuracy.
The Company’s judgment is based on the opinion of its internal
and external legal counsel. The balances are adjusted in order
to reflect changes in circumstances in proceedings pending
judgment. Actual results may come to differ from the referred
to estimates.

I) Taxation
Selling revenues are subject to taxation according to ruling
Brazilian legislation.

The charges related to those taxes and contributions are stated as
sales deductions in the statement of operations. The credits resulting
from non-cumulative PIS/COFINS are presented reducing the cost of

goods sold in the statement of operations. Revenue from exports, as
well as the results of subsidiary Cosan International are not subject to
the above taxes.

Income taxes comprise income and social contribution taxes.
Income tax is computed on taxable income at 15%, plus a 10%
additional charge on the portion of profits in excess of R$240 in the
period of 12 months, while social contribution tax is computed at
9% on taxable income, recognized on the accrual basis. Deferred
taxes related to tax loss carryforwards and temporary differences
are presented in noncurrent assets, calculated based on the rates
forecast upon realization thereof, which are reviewed annually.

m) Loans and financing
Loans and financing are restated based on monetary or
exchange variations, as applicable, plus accrued interest to
the balance sheet date.

n) Revaluation reserves

The revaluation reserves at the Company and its subsidiaries
are realized as the related assets are depreciated and written
off. Realized amounts are credited to retained earnings/
accumulated losses. When applicable, a deferred income and
social contribution tax liability with regard to the revaluation
reserve is booked.

o) Hedge

The Company engages in derivative operations in order to
reduce its exposure to sugar price variations in the international
market. The Company engages mainly in futures and options
operations. Futures and options operations involve periodic
margin deposits with brokers. The Company also engages in
operations with derivatives, non-deliverable forward currency
purchase/sale contracts (Non-Deliverable Forward — NDF
and Swap), in order to reduce its exposure to the effects of
exchange rate variations on its revenue from exports. Such
derivative operations ensure minimum average profit for part
of future production.

Option premium-long position is recorded at historic cost in
assets, and option premium-short position is also recorded at
historic cost, in liabilities until options settlement. The financial
result from this type of transaction and from futures operations
is recorded in the statement of operations only upon hedged
product billing, and the margin deposits are maintained in
current assets until realization thereof. Forward and swap
contracts are recorded only upon settlement which occurs at
the moment of hedged product billing.
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In addition, the Company maintains currency and interest rate
swap contracts for the charges related to the Senior Notes. The
financial result from this type of transaction is recorded on a pro-
rata-temporis basis against Senior Notes interest expense.

p) Earnings (loss) per share
Earnings (loss) per share are calculated based on the number
of outstanding shares as of balance sheet date.

q) Consolidation of financial statements
The consolidated financial statements were prepared in accordance
with the basic principles of consolidation. The consolidation process

includes the following principal procedures:

a) Intercompany assets and liabilities are eliminated;

b) Equity investments in subsidiaries, proportionate to the
parent company interest in the shareholders’ equity of sub-
sidiaries, are eliminated;

c) Intercompany revenues and expenses are eliminated; and

d) Significant unearned intercompany income is eliminated,
when relevant.

The fiscal year of the consolidated companies is the same as
that of the Company.

Interest as of

2008 2007

Direct Indirect Direct Indirect

Cosan Operadora Portuéria S.A. 90.0% 90.0% -
Administracao de Participagoes Aguassanta Ltda. 91.5% . 91.5% -
Agricola Ponte Alta S.A. - 99.1% - 98.4%
Cosan Distribuidora de Combustiveis Ltda. 99.9% - 99.9% -
Cosan S.A. Bioenergia 100.0% - 100.0% -
Corona Bioenergia S.A. ¥ - . - 98.4%
FBA Bioenergia S.A. V) - - - 98.4%
Barra Bioenergia S.A. - 99.1% 7 - 98.4%
Cosan International Universal Corporation 100.0% - 100.0% -
Cosan Finance Limited 100.0% - 100.0% -
DaBarra Alimentos Ltda. 99.1% - 98.4%
Bonfim Nova Tamoio — BNT Agricola Ltda. 99.1% - 98.4%
Usina da Barra S.A. Aglicar e Alcool 89.9% 9.2% 82.4% 16.0%
Grancucar S.A. Refinadora de Acucar 99.9% 0.1% 99.9% 0.1%
Cosan Centroeste S.A. Actcar e Alcool @ - 99.1% 7 99.9% 0.1%
Usina Santa Luiza S.A. @ . 33.0% . :
Benalcool Acticar e Alcool S.A. @ - 99.1% - -

(1) As mentioned in Note 10, FBA Bioenergia merged into Barra Bioenergia and Corona Bioenergia, being renamed as Barra Bioenergia S.A.;

(2) As mentioned in Note 10, the Company sold its equity interest in this company, on July 23, 2007, to Agricola Ponte Alta S.A.;

(3) As mentioned in Note 10, the Company undertook capital increase in Usina da Barra, through with the subsidiary and through assignment of its shareholding
interest of investee Etanol Participagdes S.A., corresponding to 33.3% interest in its capital. On December 21, 2007, Etanol was merged into its former subsidiaries

Usina Santa Luiza and Agropecuéria Aquidaban; e,

(4) As mentioned in Note 10, this company was acquired on February 14, 2008.



04. Cash and Cash Equivalents 05. Marketable Securities
Parent Company Consolidated Parent Company Consolidated
2008 2007 2008 2007 2008 2007 2008 2007
Cash 45 311 151 398 Bank Deposit
Certificates — CDB 908,028 513,687 944,233 573,303
“Overnight” o
investments - R 37,161 584,967 Othe( f_|xed income
securities 12 11 12 11
Bank checking
accounts 13,119 7,040 22,223 32,569 Noncurrent assets 908,040 513,698 944,245 573,314

Amounts pending

foreign exchange

closing 3,953 24,220 6,308 25,881 Investments in Bank Deposit Certificates — CDB, allowing immediate
17,117 31,571 65,843 643,815 redemption, are made with highly-rated banks and accrue in average

102.1% of the Interbank Deposit Certificate - CDI

The balance of Overnight investments refer to financial
investments in US dollars made with highly-rated banks, are ~ 06. Trade Accounts Receivable
remunerated according to the “Federal Funds” rate and may
be promptly redeemed.

Parent Company Consolidated
Amounts pending foreign exchange closing refer to receipts 2008 2007 2008 2007
of funds m. foreign currency .from .customers Ipcated .abroa.d, Domestic 33,143 20,775 100,659 86,632
whose foreign exchange closing with the applicable financial :
institutions had not occurred as of the balance sheet date. Foreign 13,727 23,259 116,769 33,234
(-) Allowance for
doubtful accounts (711) (940) (2,190) (7,583)

46,159 43,094 215,238 112,283

07. Inventories

Parent Company Consolidated

2008 2007 2008 2007

Finished goods:

Sugar 23,320 4,777 53,488 11,654
Ethanol 8,396 4,344 24,801 17,757
Other 1,707 2,803 3,636 3,420
Harvest costs 141,822 165,360 356,505 372,524

Supplies and other 63,040 46,813 149,251 104,872

Provision for
inventory realization
and obsolescence (8,599) (3,266) (17,163) (6,877)

229,686 220,831 570,518 503,350
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08. Advances to Suppliers

Parent Company

Consolidated

2008 2007 2008 2007
Sugarcane suppliers 95,603 78,869 291,855 184,608
Equipment, material and service suppliers 2,302 7,773 11,606 26,838
97,905 86,642 303,461 211,446
Current (83,564) (86,642) (226,119) (211,446)
Noncurrent 14,341 - 77,342 -
The noncurrent balance corresponds to advances to sugarcane suppliers, to be realized to 2011.
09. Related Parties
Assets
Parent Company Consolidated
2008 2007 2008 2007
Usina da Barra S.A. Aclcar e Alcool 521,708 261,127 - -
Cosan International Universal Corporation 41,937 10,116 - -
Cosan Operadora Portuéaria S.A. 16,189 5,262 - -
Vertical UK LLP 5,926 - 16,305 -
Other 5,355 895 - 45
591,115 277,400 16,305 45
Current (591,115) (277,149) (16,305) -
Noncurrent 251 - 45
Liabilities
Parent Company Consolidated
2008 2007 2008 2007
Cosan Finance Limited 644,304 216,841 - -
Other - 668 - 667
644,304 217,509 - 667
Current (22,571) (668) - (667)
Noncurrent 621,733 216,841 - -




Parent Company Consolidated

2008 2007 2008 2007
Transactions involving assets
Remittance of financial resources, net of receipts
and credit assignments 672,340 539,477 (62,043) 42
Capital increase at subsidiary with credits (675,000) (85,574) - -
Advance for future capital increase (83,334) - - -
Sale of finished goods and services 666,866 259,532 78,303 -
Purchase of finished goods and services (281,333) (423,600) - -
Financial income 14,176 22,281 - -
Transfer upon merger (221,953) - -
Transactions involving liabilities
Proceeds received as financial resources, net of
payments 478,205 221,183 - (759)
Financial income (50,743) (3,749) - -
Other (667) - (667) -

The purchase and sale of goods and services are carried out at
arm’s length.

Amounts receivable from Usina da Barra refer, basically, to advan-
ces for future deliveries of sugar and advances for future capital
increase. Such amounts accrue 100% of CDI interest.

The balance payable to Cosan Finance Limited refers to export pre-
payment loan agreements to be settled in 2014, 2015 and 2016,
which are subject to the US dollar exchange variation and Libor
annual interest rate, plus spread from 4.75% to 4.85% per year.

On November 1, 2007, the Company became an indirect sha-

reholder of Vertical UK LLP, located in the British Virgin Islands.
The balance of sales of finished goods includes sales to this affi-
liate as from that date.

At April 30, 2008, the Company and its subsidiary Usina da Bar-
ra were lessees of 37,599 hectares of land (35,701 hectares in
2007) (unaudited) of related companies under the same control
as Cosan. The amount paid by the Company and its subsidiary to
the lessors in the year ended April 30, 2008 totaled R$17,637
(R$22,568 in 2007). These operations are carried out under con-
ditions and prices similar to those prevailing in the market, calcu-
lated based on sugarcane tons per hectare, valued in accordance
with the price established by CONSECANA.
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10. Investments

2008
Investees Investor
Reversal of
Earnings provision for
Net income (losses) devaluation
(loss) for on equity of equity
Equity the year Interest % Investments investments investment (2)
Administragao de Participacoes
Aguassanta Ltda. 158,349 (23,353) 91,5 144,888 (21,368)
Usina da Barra S.A. — Aglcar
e Alcool 1,576,445 (155,895) 89,9 1,417,303 (131,352)
Cosan Operadora Portuéria S.A. 35,291 (3,660) 90,0 31,760 (3,294)
TEAS — Terminal Exportador de
Alcool de Santos S.A. 44,161 1,362 32,0 14,132 436 -
Cosan Distribuidora de
Combustiveis Ltda. 60 (208) 99,9 60 (208) -
Cosan S.A. Bionergia 140,575 100,0 223,909 -
Cosan International
Universal Corporation 4,660 10,123 100,0 4,660 4,660 5,860
Cosan Finance Limited 11,689 15,351 100,0 11,689 11,689 3,458
Grangucar S.A. Refinadora
de Aclcar ¥ 3,243 99,9 26 -
Rezende Barbosa S.A.
Administracéo e Participacoes © - - 100,000 -
Other investments - - 6,161 225
1,954,588 (139,212) 9,318

(1) The investment balance is reduced by a provision for losses, in the amount of R$3,217;
(2) Recorded in the net income (loss) for the year under Other operating income (expenses), net;

(3) Corresponds to advances for future acquisition of investment; and,

(4) Includes a balance of advance for future capital increase, totaling R$83,334.



2007
Investees Investor
Earnings Provision for
Net income (losses) devaluation
Equity (capital (loss) for on equity of equity

deficiency) the year Interest % Investments investments investment (2)
Administracdo de Participacoes
Aguassanta Ltda. 181,703 64,417 91,5 166,256 58,940 -
Usina da Barra S.A. — Aglcar
e Alcool 1,036,698 375,435 82,4 854,116 299,285 -
Cosan Operadora Portuaria S.A. 38,951 3,995 90,0 35,054 3,593 -
TEAS — Terminal Exportador de
Alcool de Santos S.A. 42,799 1,538 32,0 13,696 493 -
Cosan Distribuidora de
Combustiveis Ltda. 268 (200) 99,9 268 (200) -
Cosan S.A. Bionergia 85,575 - 100,0 85,575 - -
Etanol Participacoes S.A. 238,374 (1,626) 33,3 79,450 (550) -
Cosan International
Universal Corporation (5,863) (6,203) 100,0 - - (5,863)
Cosan Finance Limited (3,459) (3,550) 100,0 - - (3,459)
Grancucar S.A. Refinadora
de Aglicar © 3,243 - 99,9 26 - -
Cosan Centroeste S.A.
Acucar e Alcool 1 - 99,9 1 - -
Other investments - 10,739 - 23 10,613 -

1,234,465 372,174 (9,322)

(1) Merged by Cosan in the year ended April 30, 2007;
(2) Recorded in the statement of operations for the year in Other operating income (expenses), net; and,

(3) The investment balance is reduced by a provision for losses, in the amount of R$3,217.
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The quantity of shares and/or quotas of investees and affiliate and the corresponding quantity held by the Company, at April 30, 2008
and 2007, are as follows:

2008

Total shares of investee

Total shares held by the Company

Shares

Common Preferred Quotas

Total

Shares

Common Preferred

Quotas

Total

Cosan S.A.
Bioenergia

140,575,100 - -

140,575,100

140,575,100 -

140,575,100

Administracao
de Participacoes
Aguassanta Ltda.

Usina da Barra
S.A. Aclcar
e Alcool

1,486,859,020 32,565,697 -

1,519,424,717

1,366,039,021 -

1,366,039,021

Cosan Operadora
Portuéria S.A.

50,000 50,000 -

100,000

45,000 45,000

90,000

Cosan
Distribuidora de
Combustiveis Ltda.

- - 1,000,000

1,000,000

999,999

999,999

Cosan
International
Universal
Corporation

Cosan Finance
Limited

Grancucar S.A.
Refinadora
de Acgucar

3,242,810 - -

3,242,810

3,242,800 -

3,242,800

TEAS - Terminal
Exportador

de Alcool de
Santos S.A.

11,281,960 - -

11,281,960

3,610,227 -

3,610,227




2007
Total shares of investee Total shares held by the Company
Shares Shares

Common Preferred Quotas Total Common Preferred Quotas Total
Cosan S.A.
Bioenergia 85,575,100 - - 85575100 85,575,100 - - 85,575,100
Administragao
de Participacoes
Aguassanta Ltda. - - 9 9 - - 1 1
Usina da Barra S.A.
Aclcar e Alcool 838,357,799 32,565,697 - 870,923,496 717,537,800 - - 717,537,800
Cosan Operadora
Portuéria S.A. 50,000 50,000 - 100,000 45,000 45,000 - 90,000
Cosan
Distribuidora de
Combustiveis Ltda. - - 1,000,000 1,000,000 - - 999,999 999,999
Cosan International
Universal Corporatio 2 - - 2 2 - - 2
Cosan
Finance Limited - - 1 1 - - 1 1
Cosan Centroe§te
S.A. Aclcar e Alcool 1,000 - - 1,000 990 - - 990
Grangucar S.A.
Refinadora de Aglicer 3,242,810 - - 3,242,810 3,242,800 - - 3,242,800
Etanol
Participacoes S.A. 240,000 - - 240,000 80,000 - - 80,000
TEAS - Terminal
Exportador de Alcoc|
de Santos S.A. 11,281,960 - - 11,281,960 3,610,227 - - 3,610,227
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Parent Company Consolidated

2008 2007 2008 2007
Opening balances 1,234,465 1,078,249 93,169 13,414
Earnings (losses) on equity investments (139,212) 372,174 6,574 (57)
Acquisition of investments - 80,050 7 80,021
Advance for future acquisition of investment 100,000 - 100,000 -
Advance for future capital increase 83,334 - - -
Increase of investment and goodwill due to merger 262,990 12 -
Increase in investment due to capital increase 755,297 85,574 2,105 -
Goodwill on the acquisition of equity investments - 173,999 -
Transfer of goodwill to deferred charges (495,409) (173,999) -
Decrease of investment due to merger/spin-off (134,239) (81,555) -
Goodwill amortization (14,583) - (134)
Disposal of investment through capital increase
in subsidiary (78,193) - - -
Other (1,103) (341) - (75)
Closing balances 1,954,588 1,234,465 120,312 93,169

Transactions carried out in the year ended April 30, 2008

On June 25, 2007, the Company contributed capital to Etanol
Participacdes S.A., remitting funds in the amount of R$2,105, which
corresponds to 2,114,784 common registered shares with no par
value. The Company’s interest in Etanol’s capital was kept at 33.3%.

On June 25, 2007, the Company subscribed for a capital increase
amounting to R$30,000 in former subsidiary Cosan Centroeste S.A.
Aclcar e Alcool, through the issue of 30,000,000 new common
registered shares with no par value. Out of the total capital increase,
Cosan paid up R$2,550 via current account credits and the remainder
amount of R$27,450, was paid up by Agricola Ponte Alta S.A. at April
30, 2008.

On July 23, 2007, the Company sold its interest in Cosan Centroeste
S.A. Aglcar e Alcool to indirect subsidiary Agricola Ponte Alta S.A. at
cost, for the amount of R$2,551, with no gain or loss stated.

On September 17, 2007, indirect subsidiary FBA Bioenergia S.A.
merged into Barra Bioenergia S.A. e Corona Bioenergia S.A..

On November 1, 2007, the Company acquired indirect interest
of 50% in the capital of Vertical UK LLP, company located in
the British Virgin Islands, active in purchase and sale of ethanol
and biodiesel, for R$7. The Company has no influence on the
management of this subsidiary.

The Annual General Meeting held on December 3, 2007 of
subsidiary Usina da Barra S.A. Aglcar e Alcool approved
capital increase by R$695,642, with issue of 648,501,221
common shares. This capital increase was fully subscribed by
controlling company Cosan S.A. Industria e Comércio through
credits with the subsidiary in the amount of R$620,000 and
assignment of shareholding of investee Etanol Participagoes
S.A., corresponding to 33.3% interest in its capital, in the
amount of R$75,642. As such, the Company started to hold,
directly and indirectly, 99.1% interest in Usina da Barra.

On January 31, 2008, the Company increased capital of
Cosan S.A. Bioenergia using cash credits with the subsidiary,
in the amount of R$55,000, corresponding to 55,000,000
registered common shares, with no par value.

On February 14, 2008, subsidiary Usina da Barra, concluded
the acquisition of 100% of both Benalcool and Benagri shares,
thereby increasing the Company’s crushing capacity by 1.5
million tons of sugarcane. The acquisition totaled R$106,906,
being, R$72,022 corresponding to the amount paid to
shareholders for the acquisition of their equity interest, and
R$34,884 corresponding to the settlement of debts assumed
by the companies in this process. Since the acquired companies
had capital deficiency in the amount of R$99,482, the Company



recorded goodwill thereon, amounting to R$171,504, to be
amortized over 10 years based on an economic valuation
appraisal report prepared by an independent specialist firm.

On April 9, 2008, the Company entered into a Stock Purchase
and Sale Agreement and Other Commitments and the
Memorandum of Understanding with Rezende Barbosa S.A.
Administracao e Participacgoes, for the acquisition of 49% of
the shares of Terminal Teagu for the amount of R$119,000.
At that date, the Company made an advance in the amount
of R$100,000. The remaining balance of R$19,000 shall
be paid on the date such transaction will become effective,
which is conditioned to certain suspensive conditions to be
met within 210 days from agreement execution date.

11. Property, Plant and Equipment

Parent Company

2008 2007
Average annual Accumulated
depreciation depreciation/
rates (%) Cost Revaluation amortization Net Net
Land and rural properties - 73,021 108,150 - 181,171 179,116
Machinery, equipment
and installations 10,86 355,342 - (193,348) 161,994 126,465
Vehicles 21,67 42,484 - (28,452) 14,032 9,311
Furniture, fixtures and
computer equipment 18,44 60,085 - (17,222) 42,863 10,850
Buildings and improvements 4,00 144,345 - (21,064) 123,281 97,955
Construction in progress - 58,617 - - 58,617 99,385
Sugarcane planting costs 20,00 337,862 - (107,061) 230,801 177,838
Parts and components to be
periodically replaced 100,00 65,999 - (1,450) 64,549 57,560
Other - 3,578 - 3,578 483
1,141,333 108,150 (368,597) 880,886 758,963
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Consolidated

2008 2007
Average annual Accumulated
depreciation depreciation/
rates (%) Cost Revaluation amortization Net Net
Land and rural properties - 222,316 362,615 - 584,931 571,904
Machinery, equipment
and installations 12.56 1,058,903 141,454 (803,278) 397,079 310,941
Vehicles 21.58 121,854 8,993 (96,335) 34,512 18,796
Furniture, fixtures and
computer equipment 17.38 88,464 107 (36,126) 52,445 18,538
Buildings and improvements 4.9 358,275 54,264 (116,214) 296,325 253,656
Construction in progress - 481,402 - - 481,402 188,198
Sugarcane planting costs 20.00 973,831 - (344,852) 628,979 456,615
Parts and components to be
periodically replaced 100.00 156,500 - (3,991) 152,509 120,897
Advances for fixed
asset purchases - 144,439 - - 144,439 76,317
Other - 1,955 - - 1,955 492
Property, plant and equipment
impairment loss (3,217) - - (3,217) (3,217)
3,604,722 567,433 (1,400,796) 2,771,359 2,013,137

The consolidated balance of construction in progress and advances for fixed asset purchases corresponds, substantially, to investments in
co-generation capacity, upgrading and expansion of industrial plants, expanding warehousing capacity, and advances for machinery and
equipment purchases by electric power co-generation plants.

On April 30, 2008, consolidated property, plant and equipment included the amount of R$423,977 (R$435,047 in 2007) corresponding
to the net revaluation balance.

12. Intangible

Refers, substantially, to goodwill paid on expected profit. Balances at April 30, 2008 and 2007 are as follows:

Parent Company

2008 2007
Average annual
amortization Accumulated
rates (%) Cost amortization Net Net
Goodwill on the acquisition of Administracao de
Participacdes Aguassanta Ltda. 20 392,616 (392,616) - 52,138
Goodwill on the acquisition of JVM Participacoes S.A. 20 63,720 (41,418) 22,302 35,046

Goodwill on the acquisition of Grupo Mundial 10 127,953 (28,789) 99,164 111,959




Parent Company

2008 2007
Average annual
amortization Accumulated
Continued rates (%) Cost amortization Net Net
Goodwill on the payment of capital of Mundial 10 21,142 (4,404) 16,738 18,852
Goodwill on the acquisition of Corona (ABC 125
and ABC 126) 10 267,824 (60,261) 207,563 234,346
Goodwill on the acquisition of Usina Agucareira
Bom Retiro S.A. 10 115,165 (23,033) 92,132 103,648
988,420 (550,521) 437,899 555,989
Consolidated
2008 2007
Average annual
amortization Accumulated
rates (%) Cost amortization Net Net
Goodwill on the acquisition of Administracao de
Participacoes Aguassanta Ltda. 20 392,616 (392,616) 52,138
Goodwill on the acquisition of JVM Participagoes S.A. 20 63,720 (41,418) 22,302 35,046
Goodwill on the acquisition of Usina da Barra 20 35,242 (28,223) 7,019 14,067
Goodwill on the constitution of FBA 10 22,992 (16,478) 6,514 8,813
Goodwill on the acquisition of Univalem S.A.
Acucar e Alcool 10 24,118 (16,890) 7,228 9,640
Goodwill on the acquisition of Guanabara Agro
Industrial S.A. 20 27,747 (27,747) 3,160
Goodwill on the acquisition of Grupo Destivale 10 69,918 (21,014) 48,904 55,895
Goodwill on the acquisition of Grupo Mundial 10 127,953 (28,790) 99,163 111,959
Goodwill on the payment of capital of Mundial 10 21,142 (4,404) 16,738 18,852
Goodwill on the acquisition of Corona 10 818,831 (180,755) 638,076 719,960
Goodwill on the acquisition of Usina Acucareira
Bom Retiro S.A. 10 115,165 (23,033) 92,132 103,648
Goodwill on the acquisition of Usina Santa Luiza 10 55,787 (1,839) 53,948 -
Goodwill on the acquisition of Benalcool 10 171,504 (2,858) 168,646 -
1,946,735 (786,065) 1,160,670 1,133,178
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13. Taxes and Social Contributions Payable

Parent Company Consolidated
2008 2007 2008 2007
ICMS - State VAT 5,726 3,103 16,837 10,374
INSS - Social Security 7,045 6,158 20,650 12,012
PIS — Social Integration Program 595 829 4,119 1,806
COFINS - Social Security Financing 2,736 3,823 18,749 8,326
Tax Recovery Program — REFIS - - 285,119 291,913
Special Tax Payment Program — PAES 58,073 65,084 81,469 92,092
Income and social contribution taxes payable 4,249 4,158 29,032 29,251
Other 5,698 14,609 19,430 18,935
84,122 97,764 475,405 464,709
Current liabilities (33,031) (48,202) (116,090) (126,202)
Noncurrent liabilities 51,091 49,562 359,315 338,507
Noncurrent amounts will become due as follows:
Parent Company Consolidated
2008 2007 2008 2007
13 to 24 months 11,192 9,740 38,741 41,433
25 to 36 months 11,078 9,740 38,224 40,482
37 to 48 months 10,507 9,635 36,920 39,216
49 to 60 months 10,521 9,115 35,905 38,663
61 to 72 months 3,273 9,099 22,045 38,648
73 to 84 months 965 2,233 19,069 28,388
85 to 96 months 965 - 19,069 25,526
Above 97 months 2,590 - 149,342 86,151
51,091 49,562 359,315 338,507

Tax Recovery Program - REFIS

In 2000, several subsidiaries applied to pay their tax payables in installments based on the Tax Recovery Program - REFIS, approved by
Law No. 9964, of April 10, 2000. Therefore, the companies voluntarily informed the Brazilian Internal Revenue Service - SRF and the
National Institute of Social Security - INSS of their tax and social contribution obligations. Property, plant and equipment of the companies
were offered as security in the debt consolidation process.

Under the REFIS, tax payments are made based on 1.2% of the taxpayer’s monthly gross revenue. The remaining balance is monetarily
adjusted based on the TJLP variation.

The balances on April 30, 2008 and 2007 are as follows:



Consolidated

2008 2007

Original amount:
Principal 166,921 166,921
Penalty 50,714 50,714
Interest 81,358 81,358
Legal fees and charges 17,212 17,212
Offset of income and social contribution tax loss carryforward against the debt (23,977) (23,977)
292,228 292,228
Charges based upon TJLP variation 114,935 104,054
Payments made (122,044) (104,369)
285,119 291,913
Current liabilities (17,414) (25,686)
Noncurrent liabilities 267,705 266,227

Special Tax Payment Program - PAES

By using the benefit granted by the Special Tax Payment Program — PAES, under the terms of Law No. 10684 published on May 31,
2003, the Company and its subsidiaries discontinued litigation in certain judicial proceedings and pleaded the payment in installments of
debts maturing up to February 28, 2003 to the SRF, the FNDE (National Fund for Economic Development) and the INSS. Installments are

adjusted monthly based upon the TJLP variation.

To date, the tax authorities have not yet officially confirmed the amount of total consolidated debts. According to the Company and its

subsidiaries, the consolidated debts on April 30 are as follows:

Parent Company

Consolidated

2008 2007 2008 2007

Tax debts including restatement up to the date of

adherence to the program:

SRF/FNDE taxes 62,093 62,093 83,914 83,914
INSS contributions 13,216 13,216 24,709 24,709
Amortization (41,902) (32,047) (62,440) (47,809)
Monetary restatement 24,666 21,822 35,286 31,278
58,073 65,084 81,469 92,092
Current installments (10,059) (19,460) (14,935) (24,259)
Noncurrent installments 48,014 45,624 66,534 67,833

Installments have been paid based on 1.5% of the Company’s revenues, considering a minimum of 120 and a maximum of 180 installments.
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General considerations

The Company and its subsidiaries must comply with several conditions to continue benefiting from the installment payment programs
mentioned above, particularly with the regular payment of the installments as required by law and of the taxes becoming due.

Under the self-assessment tax system adopted in Brazil, income tax returns filed may be audited by tax authorities for a period of five
years from their filling.

14. Income and Social Contribution Taxes

a) Reconciliation of income and social contribution tax expenses:

Parent Company Consolidated

2008 2007 2008 2007
Income (loss) before income and social contribution taxes 11,964 343,252 (68,977) 567,301
Income and social contribution taxes at nominal
rate (34%) (4,067) (116,706) 23,452 (192,882)
Adjustments to calculate effective rate:
Earnings (losses) on equity investments (47,332) 126,538 2,235 (19)
Non-deductible goodwill amortization (2,994) (3,924) (3,558) (8,057)
Non-deductible donations and contributions (1,653) (3,026) (3,177) (4,332)
Recording of deferred taxes on amortized goodwill of
subsidiaries merged during the year - 5,221 - 9,123
Other (3,693) (1,869) (205) (7,691)
Total current and deferred taxes (59,739) 6,234 18,747 (203,858)
Effective rate 499.36% - - 35.93%

b) Deferred income and social contribution tax assets:

Parent Company

2008 2007
Base IRPJ 25% CSSL 9% Total Total

Provision for judicial demands and other
temporary differences 130,444 32,611 11,740 44,351 40,183
Income tax losses 109,954 27,489 - 27,489 41,591
Social contribution tax losses 110,055 - 9,904 9,904 14,982
Deferred taxes 60,100 21,644 81,744 96,756
Current assets - (34,008)

Noncurrent assets 81,744 62,748




Consolidated

2008 2007
Base IRPJ 25% CSSL 9% Total Total

Provision for judicial demands and other temporary

differences 774,657 193,664 69,718 263,382 223,642
Income tax losses 275,416 68,854 - 68,854 41,891
Social contribution tax losses 275,517 - 24,796 24,796 15,090
Deferred taxes 262,518 94,514 357,032 280,623
Current assets - (38,093)
Noncurrent assets 357,032 242,530

Deferred tax credits resulting from income or social contribution tax losses shall be recovered within 10 years, according to the expected
profitability of the Company and its subsidiaries shown in financial projections prepared by management, which have been examined by
the Supervisory Board of the Company and shall be submitted to the Board of Directors at the Annual General Meeting.

Recovery of such tax credits is estimated to occur in the following years:

Parent Company Consolidated

2008 2007 2008 2007

2008 - 34,008 - 38,093
2009 - 28,839 - 47,745
2010 - 7,119 - 45,689
2011 - 4,465 13,170 24,849
2012 6,649 4,465 35,043 24,849
From 2013 to 2015 61,790 8,930 229,805 49,699
From 2016 to 2018 13,305 8,930 79,014 49,699
81,744 96,756 357,032 280,623

Estimates for recovery of the tax credits were based on projections of taxable income, taking into consideration several financial
and business assumptions on the balance sheet preparation date. The change in estimates for recovery of deferred tax credits
in relation to prior year arises from changes in the current economic scenario in which the Company operates, especially from
reduced domestic and foreign market prices of ethanol and sugar, respectively.
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15. Loans and Financing

Financial charges (1)

Parent Company

Consolidated

Guarantees (2)

Average
Index annual Final
Purpose (3)/(4) interest rate 2008 2007 2008 2007 maturity 2008 2007
Senior Notes
Due 2009 Doélar (US) 9.0% 60,415 416,337 60,415 416,337 November 2009 - -
Senior Notes
Due 2017 Délar (US) 7.0% - 686,559 828,430  February 2017 - -
Perpetual
notes Dolar (US) 8.25% 774,154 933,630 774,154 933,630 - - -
Chattel Chattel
IFC Délar (US) 7.44% 99,020 137,649 99,020 137,649 January 2013 mortgage mortgage
Resolution
2471 IGP-M 3.95% 92,868 84,515 551,828 501,902 December 2020
National National
Treasury Treasury
IGP-M Securities Securities
Corn price and land and land
variation 12.5% 137 144 725 1,394 October 2025 mortgage mortgage
Mortgage, Mortgage,
inventories inventories
and chattel  and chattel
mortgage mortgage
on financed  on financed
Other Several Several 12,737 7,619 46,800 40,084 Several assets assets
1,039,331 1,579,894 2,219,501 2,859,426
Current (53,790) (60,759) (83,344) (88,991)
Noncurrent 985,541 1,519,135 2,136,157 2,770,435

(1) Financial charges at April 30, 2008, except when otherwise indicated;

)
(2) All loans and financing are guaranteed by promissory notes and surety of the Company, subsidiaries and shareholders’, in addition to the securities described above;
)

(3) Out of total financing indexed by URTJLP: 62.97% - principal and charges to be paid semi-annually, and 37.03% - principal and charges to be paid monthly; and

(4) Out of total loans indexed by IGP-M, 35.47% - principal to be paid monthly and charges annually, and 64.53% - principal and charges paid monthly. The remaining portion is

indexed to TR (Reference Financial Rate), principal and charges are paid monthly.



Noncurrent loans have the following scheduled maturities:

Parent Company Consolidated

2008 2007 2008 2007

13 a 24 meses 78,206 20,156 82,882 26,729
25 a 36 meses 17,958 424,293 22,780 428,460
37 a 48 meses 17,816 16,988 23,532 21,500
49 a 60 meses 21,098 16,957 24,458 21,123
61 a 72 meses 8 42,380 2,460 45,256
73 a 84 meses 8 8 2,255 2,132
85 a 96 meses 8 8 8 1,955
Thereafter 850,439 998,345 1,977,782 2,223,280

985,541 1,519,135 2,136,157 2,770,435

Resolution No. 2471

From 1998 to 2000, the Company and its subsidiaries renegotiated
their debt related to agricultural funding with several financial
institutions, thereby reducing their financial cost to annual interest
rates below 10% and guaranteeing the amortization of the updated
principal amount with the assignment and transfer of CTNs -
Restricted Brazilian Treasury Bills redeemable on the debt maturity
dates, using the tax incentive introduced by Resolution No. 2471,
issued by the Central Bank of Brazil on February 26, 1998. On
April 30, 2008, these certificates, classified as noncurrent assets,
amounted to R$23,362 (R$18,992 in 2007), at the Company
and R$151,687 (R$123,310 in 2007) at consolidated. Payments
pursuant to such certificates are calculated based on the IGP-M
variation plus annual interest of 12%. Upon payment of the
debt, the redemption value should be similar to the amount of
the renegotiated debt. Interest referring to these financings is paid
annually and principal is to be entirely settled in 2020 at the
Company, and 2025 at consolidated.

Senior Notes

a) Due in 2009

On October 18, 2004, the Company issued Senior Notes in the
international capital markets under Rule 144A and Regulation S of
the U.S. Securities Act of 1933, in the amount of US$200 million.
These Senior Notes bear interest at a rate of 9% per annum, payable
semi-annually in May and November of each year.

On October 25, 2007, Company advanced payment of part of
this debt, reducing the amount of debt principal by R$293,151,
equivalent to US$164,192 thousand, of which R$5,718,

equivalent to US$3,301 thousand, was settled on November 8,
2007. This operation also involved advance settlement of interest
and bonus payment in the total amount of R$31,353, which
was recognized in financial income (expenses), net. Due to the
advance payment, certain restrictive covenants are not due.

The remaining debt balance, including swap, at April 30,
2008, is R$69,228.

b) Due in 2017

On January 26, 2007, the wholly-owned subsidiary Cosan
Finance Limited issued Senior Notes in the international capital
markets under Rule 144A and Regulation S of the U.S. Securities
Act of 1933, in the amount of US$400 million. These Senior
Notes bear interest at a rate of 7% per annum, payable semi-
annually in February and August of each year.

IFC - International Finance Corporation

On June 28, 2005, the Company entered into a credit facility
agreement (“Agreement”) in the total amount of US$70 million with
the IFC, comprising an “A loan” of US$50 million and a “C loan” of
US$20 million. The “C loan” was withdrawn on October 14, 2005
while the funds from the “A loan” were released on February 23,
2006. Under the Agreement, the Company granted to IFC an option
for the total or partial conversion of the “C loan” into common shares of
the Company. On November 7, 2005, IFC informed the Company of
its intention to exercise the conversion option in relation to the original
portion in the amount of US$5,000 (which on November 16, 2005
totaled R$10,980), which was converted into 228,750 common
shares in connection with the public offering in November 2005.

Interest payments accrued on these loans are due on a semi-
annual basis and are payable on January 15 and July 15 of each
year, based on the LIBOR plus a spread of 3.75% per annum for
“C Loan”, and on LIBOR plus a spread of 2.5% per annum for “A
Loan”. The “C loan” accrues additional interest based on a formula
that takes the Company’s EBITDA into consideration. The “C loan”
outstanding principal will be settled in a lump sum on January 15,
2013, and may be prepaid. The “A loan” principal will be repaid in
12 installments payable every six months beginning July 15, 2007.
Loans are secured by the industrial facilities under “Usina Rafard”,
and guaranteed by the controlling shareholder and Usina da Barra,
Cosan Operadora Portudria and Agricola Ponte Alta S.A.

The Company, together with its controlling shareholder and its
subsidiaries, entered into an Shareholders Agreement with IFC,
whereby tag along right and a put option have been granted to IFC,
which requires the Company’s controlling shareholders to hold a
minimum interest of 51% in the Company’s capital.
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The Company, together with its controlling shareholder and its
subsidiaries, entered into an Shareholders Agreement with IFC,
whereby tag along right and a put option have been granted to
IFC, which requires the Company’s controlling shareholders to
hold a minimum interest of 51% in the Company’s capital.

Perpetual Notes

On January 24 and February 10, 2006, the Company issued
perpetual notes in the international market in accordance with
Regulations S and Rule 144A, in the amount of US$450 million
for qualified institutional investors. Perpetual notes are listed in
the Luxemburg Stock Exchange - EURO MTF and bear interest of
8.25% per year, payable quarterly on the 15th of May, August,
November and February of each year, beginning May 15, 2006.
These notes may, at the discretion of the Company, be redeemed
as from February 15, 2011 on any interest payment date, for
their face value. Perpetual notes are secured by the Company
and Usina da Barra.

Restrictive Covenants in the Loan and Financing Agreements
The Company and its subsidiaries are subject to certain
covenants under loan and financing agreements, among which
the following are:

restriction on transactions with shareholders and affiliate
companies;

restriction on payment of dividends and other payment
restrictions affecting subsidiaries;

restriction on guarantees granted on assets.

All restrictive covenants have been fully met by the Company
and its subsidiaries.

Expenses with issue of Notes

Expenses incurred with the issuance of Senior (2009 and 2017)
and Perpetual Notes are recorded as other assets, in current
and noncurrent assets, respectively, and amortized up to the
respective maturity date of the notes. Specifically for Perpetual
Notes, amortization is calculated through their redemption date,
namely February 15, 2011, at the Company’s option.

Because of the advanced payment of Senior Notes due in 2009,
mentioned in item a) above, the amount of R$5,591 was
reversed to the income (loss), for the year, as Financial income
(expenses), net. The reversal amount represented the amount
of expenses in proportion to the settlement of the corresponding
debt on October 25, 2007.

16. Provision for Judicial Demands

Parent Company Consolidated

2008 2007 2008 2007

Tax 200,228 175,350 778,391 670,154

Civil and labor 8,499 7,572 100,334 101,082

208,727 182,922 878,725 771,236

Judicial deposits (11,730) (10,146) (46,300) (43,270)

196,997 172,776 832,425 727,966

2008 2007 2008 2007

Opemng balances 172,776 138,192 727,966 907,395

Provisions
(reversal) 3,100 6,565 9,128 (40,058)

Other increases

(decrease), net (1,281) (20,239) 3,618 (187,618)

Monetary
restatement 13,492 15,064 36,934 10,962

Increase through
acquisition - 21,789 64,502 21,789

Transfers between
accounts 8,910 11,405 (9,723) 15,496

C|05|ng balances 196,997 172,776 832,425 727,966

The Company and its subsidiaries are party to various ongoing
labor claims, civil and tax proceedings arising from the normal
course of their business. Respective provisions for judicial
demands were recorded considering those cases in which the
likelihood of loss has been rated as probable based on the
opinion of legal advisors. Management believes resolution of
these disputes will have no effect significantly different than the
estimated amounts accrued.

Tax judicial demands refer, substantially, to suits filed by the
Company and its subsidiaries, discussing several aspects of the
legislation ruling PIS, Cofins, contributions to the extinct IAA —
Sugar and Ethanol Institute, and the Federal VAT (IPI), as well as
tax assessments related to ICMS and contributions to the INSS.

The main tax judicial demands at April 30, 2008 and 2007
are as follows:



Parent Company Consolidated

Description 2008 2007 2008 2007

Credit premium —IPI (i)  137.966 128.836 251.716 251.534

PIS and Cofins (ii) 19.264 16.341 141.075 119.268
IPI credits (NT) (iii) 86.125 51.153
Contribution to I1AA (iv) 79.607 76.643
IPl — Federal VAT 9.124 3.220 52.024 49.323
ICMS credits 13.036 10.585 43.725 37.315
Income tax and social

contribution 5.260 5.045 39.912 38.416
Other 15.578 11.323 84.207 46.502

200.228 175.350 778.391 670.154

i) IPI Premium Credit

The IPI premium credit, introduced by Decree Law No. 491/69,
represents a benefit to export trading companies, through
granting of IPI tax credits calculated on export sales, as a way of
compensation for the tax paid internally This benefit was regulated
by Decree No. 64833, dated July 17, 1969, which authorized
use of the premium credit to pay any federal tax liabilities or the
refund thereof.

In addition to own IPI premium credit, the Company used other
[Pl premium credit of companies under the same economic group,
mainly Usina Costa Pinto S.A. Aglcar e Alcool and IndUstria
Acucareira Sao Francisco S.A. Until April 30, 2008, a significant
portion of said premium credits had been used to offset federal tax
liabilities, namely, IRPJ, CSLL, PIS, COFINS, IPI, CIDE, IRRF and
IOF. Considering that such credits are still subject to discussion,
the financial statements for the year ended April 30, 2008 present
a provision for these tax liabilities that have been offset, including
SELIC-based interest. The Superior Court of Justice (STJ) had
been handing down favorable decisions as regards use of IPI
premium credits. However, in a ruling dated November 9, 2005,
the Superior Court of Justice reversed its prior position and held
that (a) IPI premium credit no longer existed since 1983, and (b)
its use had no longer been allowed as from that year.

Such decision is subject to appeal by the company against
which it was handed down, and may be overturned by this same
Court and by the Federal Supreme Court (STF). On December
26, 2005, the Federal Senate published SF Resolution No. 71,
declaring unconstitutionality of certain provisions of Decree Law
No. 1724 of December 7, 1979 and Decree Law No. 1894

=

dated December 16, 1981, which provided for elimination of IPI
premium credit, thereby reinforcing the legal theory advanced by
taxpayers and the review by High Courts.

PIS and Cofins

This amount is substantially comprised of: a) tax notices filed by
tax authorities against subsidiary Usina da Barra — successor to
Acucareira Corona — for collection of PIS and COFINS levied on
foreign exchange gains and other financial income; b) recording of
non-cumulative PIS and COFINS credit, calculated on purchases
of products indirectly used in the Company’s production process;
c) Debts under the Special Tax Payment Program (PAES) owing to
the exclusion of Alcomira S.A. — to which Cosan is a successor —
from said tax installment payment program. Based on the opinion
of the legal advisors of the Company and its subsidiaries, the
likelihood of loss in these cases is assessed as probable.

iii) IPI Credits (NT)

Subsidiary Usina da Barra is discussing in court its right to
recognize IPl matching credits on purchases of raw material,
intermediary products and packaging material subject to zero
rate taxation, tax-immune, tax-exempt or not subject to taxation.
Based on a preliminary injunction obtained by the subsidiary on
a petition filed for a written of mandamus, these IPI credits were
used to offset own current IPI debts and other federal tax liabilities.
At April 30, 2008, the provision set up for these tax liabilities
that have been offset amount to R$54,425, including SELIC-
based interest and other charges. Based on the opinion of the
legal advisors of the Company and its subsidiaries, the likelihood
of loss in these cases is assessed as possible. The remaining
amount, R$31,700, refers to tax liabilities that have been offset
by Benalcool, including SELIC-based interest and other charges.
This subsidiary has been claiming in court the same right to such
credit as Usina da Barra.

iv) Contribution to I1AA

The subsidiary Usina da Barra is discussing in court the
constitutionality of the contribution to the extinct IAA — Sugar and
Ethanol Institute on sale of sugar and alcohol not paid during the
period from March 1989 to November 1991, in the amount of
R$30,902. In addition, the Company is challenging several tax debt
collections filed by the Federal Government — which took over the
credits of the extinct IAA — for noncompliance, by Agucareira Nova
Tamoio S.A. (merged into Usina da Barra), of payment obligations
under foreign loans, then settled by the Federal Government on
behalf of the Company, which stood guarantor for them in that
operation. Such suits amounted to R$93,536 at April 30, 2008
(R$90,298 in 2007). However, in view of the judicial decision
handed down in favor of the subsidiary in the second quarter of
2006, the Company’s legal advisors reassessed the estimate of

w
~

Demonstracdes Financeiras / Financial Statements




w
0

Demonstracoes Financeiras / Financial Statements

loss for such tax collection claims, reducing them to R$46,370,
which was reserved for in the financial statements.

As a result of the reassessment of the loss estimate, the
subsidiary recognized a reversal of the updating of the provision
for said judicial demand for the year ended April 30, 2007, in
the amount of R$42,800, recorded under the Financial income
(expenses), net. At April 30, 2008, a complement was recorded
to this provision, totaling R$48,705.

Judicial demands for which the likelihood for loss is considered

to be possible

i)IPI Premium Credit resulting from Revenue Procedure No. 67/98
Brazilian IRS Revenue Procedure No. 67/98 enabled the
possibility of recovering IPI amounts paid in the period
from January 14, 1992 to November 16, 1997 on refined
amorphous sugar.
In light of this, former Usina da Barra, for periods in which
payments had been made, claimed the right to offset these
amounts against other taxes due. Nevertheless, the Brazilian
IRS denied claims for both refunding and offsetting the referred
to amounts. Thus, Usina da Barra filed an administrative appeal
against such rejection.
After the notice for payment of the offset amounts, in light of
the changes introduced by Brazilian Internal Revenue Service
(SRF) Revenue Procedure No. 210/02, the subsidiary Usina
da Barra obtained a preliminary injunction on a petition filed
to prevent the government from filing actions for collection of
such debts. The legal advisor representing the Company in
this case considered the likelihood of an unfavorable outcome
as possible. The amount offset and restated through April 30,
2008 totals R$150,739 (R$144,123 at April 30, 2007).
Supported by the evaluation of its legal advisors, management
believes that it is not necessary to recognize a provision for
this contingency.

ii)Tax assessment — Withholding Income Tax
In September 2006, the Brazilian IRS issued a tax assessment
against the Company for lack of payment of withholding
income tax on capital gain from operation involving acquisition
of subsidiary, giving rise to an administrative proceeding for
which the likelihood of loss is regarded as possible, according
to the legal advisors’ opinion. No provision was recorded in
the financial statements. At April 30, 2008, this proceeding
amounted to R$154,896 (R$148,550 in 2007) including
penalties and interest.

iiiOther judicial demands for which the likelihood for loss is
considered to be possible
In addition to the aforementioned claims, the Company and
its subsidiaries are involved in other judicial demands liabilities
relating to tax, civil and labor claims, which have not been

accounted for, considering their current stage and the likelihood
of favorable outcomes based on the opinion of their legal
advisors. These claims are broken down as follows:

Parent Company Consolidated

2008 2007 2008 2007

ICMS — State VAT 7,478 6,482 71,614 58,909
IAA - Sugar and

Ethanol Institute - - 47,191 48,216
IPI - Federal Value-

added tax 14,768 15,219 73,402 64,924
INSS 11 11 14,132 12,293
Civil and labor 36,096 23,907 56,925 57,023
Other 23,043 7,123 46,141 25,484

81,396 52,742 309,405 266,849

Contingent credits
i) IPI Premium Credit - BEFIEX

The subsidiary Usina da Barra has been challenging in court
tax credits previously unused of approximately R$294,679
(R$275,915 at April 30, 2007), related to IPI premium credit
(Decree Law No. 491, dated March 5, 1969), levied on exports
made under the Special Export Program — BEFIEX, calculated for
the period from May 1992 to December 2006. The subsidiary’s
legal advisors believe that there are good chances of a favorable
outcome in this case. These credits were neither recorded by the
Company nor used to offset against other tax liabilities.

ii) Accounts receivable from Federal Government

The subsidiary Usina da Barra has several indemnification
suits filed against the Federal Government, since, at the time
the sector was under the Government’s control, the product
prices were mandatorily established at levels that did not
conform to the reality of the sector.

The indemnification suits are still being challenged in court and, as
such, were not recorded in the subsidiary’s financial statements as
of April 30, 2007. However, on February 28, 2007, the subsidiary
recognized a gain in the statement of operations for the period, in
the amount of R$318,358, corresponding to one of the above-
mentioned suits, for which a final and unappealable decision
was rendered in favor of subsidiary. Since the recorded amount
is substantially composed of interest and monetary restatement,
it was recognized under Financial income (expenses), net,
against the Accounts receivable from Federal Government, under
noncurrent assets. The Company is expecting a final decision
regarding the form of payment, which should take place by means
of securities issued in connection with public debts, to be received
in 10 years, after the final decision is handed down for the



enforcement proceeding. The Company, based on the opinion of
its legal advisors, estimates that the discussion on the enforcement
proceeding will be concluded in three years. The amounts are
likely to be monetarily restated by the inflation rate IPCA-E. The
lawyers’ fees referring to this suit was recognized in General and
administrative expenses, in the amount of R$38,203, against the
account Other liabilities, under noncurrent liabilities.

For the year ended April 30, 2008, these amounts were monetarily
restated by the IPCA-E, totaling R$342,201 and R$41,064,
corresponding to related suit and lawyers’ fees, respectively.
The amounts of R$23,843 (credit) and R$2,861 (debit) were
recognized in the net income (loss) for the year, under Financial
income (expenses), net.

17. Shareholders’ Equity

a) Capital

On November 20, 2006, the Board of Directors approved a capital
increase of R$6,925, through issuance of 1,132,707 new common
shares, with no par value, for purposes of meeting the needs of
the Stock Option Plan, in view of the exercise of this option by the
Company’s officers eligible for such.

At the Board of Directors’ Meeting held on November 19, 2007,
the members unanimously approved capital increase of R$5,639
through issue of 922,947 new common shares, with no par value,
within the “Company’s Stock Purchase Plan”, in view of the exercise
of the referred to option by eligible officers, at the issue price of
R$6.11 per common share, established in the terms of the option
plan. Considering the issue of new shares, the Company’s capital now
amounts to R$1,198,311, represented by 189,809,307 common
registered uncertified shares without par value.

At the Extraordinary General Meeting held on December 5, 2007,
a capital increase of R$1,736,700 was approved, through issue of
82,700,000 common registered uncertified shares without par value,
by means of private subscription, at the issue price of R$21.00 each.
On this date, the Company capital is represented by 272,509,307
common registered uncertified shares without par value, in the total
amount of R$2,935,031.

At the Board of Directors’ Meeting held on December 11, 2007, the
shareholders unanimously approved capital increase of R$237 through
issue of 38,725 new common registered uncertified shares without
par value, within the “Company’s Stock Purchase Plan”, in view of
the exercise of the referred to option by eligible officers, at the issue
price of R$6.11 per share, established in the terms of the option plan.
Considering the issue of new shares, the Company’s capital increased

to R$2,935,268 on this date, represented by 272,548,032 common
registered shares.

On January 23, 2008, the period for exercising the capital
subscription right ended, as approved in the Extraordinary
General Meeting of December 5, 2007. The parent company
Cosan Limited subscribed and paid in 56,607,396 common
shares in the amount of R$1,188,755, followed by subscription
and payment by minority shareholders of 26,092,604 common
shares equivalent to R$547,945.

As a result of the subscription of shares, the parent company now
holds 152,939,440 common shares, representing 56.1% of the
Company’s capital.

As of April 30, 2008, the Company’s capital is represented by
272,548,032 registered common shares (188,886,360 as of April
30, 2007), with no par value.

b) Dividends

According to the Company'’s Articles of Incorporation, shareholders
are entitled to minimum compulsory dividends of 25% of the year’s
net income, adjusted in accordance with article 202 of Brazilian
Corporate Law. At April 30, 2007, the Company proposed minimum
compulsory dividends of R$75,783, which were fully paid in the year
ended April 30, 2008.

c) Legal reserve

At April 30, 2007, the Company distributed 5% of the net income
determined in the year to legal reserve, as per the Articles of
Incorporation and in compliance with the Brazilian Corporate Law.

d) Reserve for new investments and upgrading

The Company management approved a portion of earnings be
retained as of April 30, 2007, in the amount of R$227,349, in order
to continue investments and the upgrading process. At April 30,
2008, the Company recorded loss for the year, which was absorbed
into this reserve.

e) Adjustment due to change in accounting practice

On April 30, 2007, the Company and its subsidiaries changed
the accounting treatment referring to inter-harvest costs according
established by Technical Instruction No. 01/2006, issued by the
Brazilian Institute of Independent Auditors (IBRACON), recording
the effects in shareholders’ equity, in the amount of R$5,051 at the
Company, and R$7,783 at the subsidiaries, net of tax effects.

The difference between net income for the year of the parent company
and consolidated at April 30, 2007 is reconciled as follows:
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Net income for

the year

Net income of parent company 349,486
Effect of change in accounting practice of subsidiary 7,783
Consolidated net income 357,269

18. Management Fees
Management compensation is made solely through the payment

of management fees, which are separately disclosed in the
statements of operations.

19. Financial Income (Expenses), Net

Parent Company Consolidated

2008 2007 2008 2007

Financial

expenses

Interest () (238,284) (218,565) (324,410) (278,967)
Monetary

variation losses (9,223) (5,904) (50,830) (30,887)
Exchange variation

losses @ 346,797 46,035 351,695 42,104
Results from

derivatives (94,063) (232,779) (94,063) (232,779)
CPMF (Tax

on Financial

Transactions)

expenses (14,848) (13,482) (19,701) (24,118)
Interest and fees

paid on advanced

Parent Company Consolidated

Continued 2008 2007 2008 2007

Earnings from
marketable
securities 71,685 62,697 82,432 76,980

Financial

gain from

indemnification

SUit (4) - -

318,358

Discounts
obtained ® 346 26,169 (199) 90,824

399,942 277,615 454,178 689,843
358,470 (151,959) 284,302 157,967

(1) Includes results from currency and interest rate swap contracts for the charges;
(2) Includes foreign exchange gains on liabilities denominated in foreign currency;
(3) Includes results from transactions in futures, options swaps and NDF;

(4) Includes monetary restatement and interest on gain from indemnification suit (see
Note 16); and

(5) Includes discounts obtained on promissory notes and ICMS payment.

20. Statement of EBITDA (Not Audited)

The Company believes that the disclosure of information on EBITDA
(Earnings before interest, taxes, depreciation and amortization) may
be important for investors, financial analysts and the public in general,
in analyzing its operating performance, especially to allow comparison
with other companies in the sector.

EBITDA of the Company and subsidiaries was determined as follows:

Consolidated

2008 2007

payment of Senior )
Notes 2009 (31,353) - (31,353) ) Net operating revenue 2,736,176 3,605,056
Bank charges (498) (4,879) (1,214) (7,229) Less:

(41,472) (429,574) (169,876) (531,876) Cost of goods sold and services rendered  (2,387,136) (2,481,115)
Financial income Selling expenses (301,335)  (282,022)
Interest 29,007 34,839 42,992 39,687 General and administrative expenses
Monetary and management fees (210,178) (246,159)
variation gains 1,978 2,061 33,825 6,873 Other operating income (expenses), net (5,962) 35,309
Exchange Plus:
variation gains @ (21,985) 1,520 (23,783) (1,317)

Depreciation and amortization 341,345 296,960

Results from
derivatives © 318,911 150,329 318,911 158,438 EBITDA 172,910 928,029




EBITDA of the Company and subsidiaries may be reconciled with
operating results as follows:

Consolidated

Derivatives included in contract NY11 (NYBOT)

Market
Quote in Hedged Average value in
2008 volume price 2008 (R$

2008 2007 Month (¢/1b) (T) (¢/lb)  thousand)

Jul/08 11.81 578,648 10.78 (23,948)

Operating income (loss) (78,969) 565,293 Oct/08 12.70 581,798 11.89 (18,804)

Plus: Mar/09 13.64 164,094 14.85 7,401

Goodwill amortization 201,410 223,686 May/09 14.04 10,161 15.60 589

Financial income, net (284,302) (157,967) ~ Ju/09 1427 416332 1415 (4,434

Earnings (losses) on equity investments (6,574) 57 Oct/09 14.59 476,890 14.26 (8,148)

- S Jul/10 14.95 3,607 14.98 4
Depreciation and amortization 341,345 296,960

Oct/10 14.99 10,161 15.08 33

EBITDA 172,910 928,029 Total 2,241,691 1278 (47,307)

21. Financial Instruments

a) Risk management

The volatility in the price of commodities and foreign exchange rates
are the main market risks to which the Company and its subsidiaries
are exposed. The Company carries out operations involving financial
instruments with a view to managing such risks.

These risks and related instruments are managed through the definition
of strategies, establishment of control systems and determination of
foreign exchange, interest rate and price change limits.

The financial instruments are contracted for hedging purposes only.

b) Price risk

The Company carries out transactions involving derivatives, with a
view to reducing its exposure to sugar price variations in the foreign
market. Such transactions assure an average minimum income for
future production. The Company actively manages the positions
contracted and relevant results of such activity are continually
monitored, so as to allow that adjustments be made to goals and
strategies considering changes in market conditions. The Company
operates mainly in futures and options markets on the NYBOT (New
York Board of Trade) and the LIFFE (London International Financial
Futures and Options Exchange).

At April 30, 2008 the Company had 2,304,191 tons of sugar
(1,317,287 tons in 2007), hedged by negotiations with financial
instruments, as shown below:

Derivatives included in Contract London # 5 (LIFFE)

Market
Quote in Hedged Average valuein
2008 volume price 2008 (R$
Month (US$/Ib) (1) (US$/Ib)  thousand)
Aug/08 337.50 62,500 339.02 161
Total 62,500 339.02 161

Derivativos referenciados no contrato NY11 (NYBOT)

Market
Quote in Hedged Average valuein
2007 volume price 2007 (R$
Month (US$/Ib) (M) (US$/Ib)  thousand)
Mar/07 9.10 474 12.02 62
May/07 9.10 289,480 9.63 6,815
July/07 9.10 403,301 12.21 56,794
Oct/07 9.45 471,881 11.51 44,219
Mar/08 10.09 31,751 11.04 1,349
Total 1,196,887 11.28 109,239

Derivatives included in Contract London # 5 (LIFFE)

Market
Quote in Hedged Average valuein
2007 volume price 2007 (R$
Month (US$/Ib) ) (US$/Ib)  thousand)
Mar/07 308.00 14,000 336.00 797
May/07 308.00 25,000 339.82 1,618
Aug/07 308.00 49,300 324.84 1,689
Oct/07 297.00 32,100 321.02 1,568
Total 120,400 328.23 5,672
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c) Foreign exchange risk

The Company carries out transactions involving derivatives, with a
view to reducing its exposure to foreignh exchange rate variations on
exports. Transactions with derivatives combined with commaodity price
derivatives assure an average minimum income for future production.
The Company actively manages the positions contracted and relevant
results of such activity are continually monitored, so as to allow that
adjustments be made to goals and strategies considering changes in
market conditions. The Company operates mainly in the over-the-
counter segment with leading institutions.

At April 30, 2008, the Company had US$711,560 thousand
(US$191,000 thousand in 2007) protected by negotiations with
financial instruments, as shown below:

Derivatives included in the contract denominated in Commercial
Dollar Rate (Futures and Commaodities Exchange - BM&F)

Hedged Market
Quote in volume  Average value in
2008 (Us$ price 2008 (R$
Month (R$/US$) thousand) (R$/US$) thousand)
May/08 1.6784 110,000  1.7435 6,860
Jun/08 1.6908 75,000 1.7563 4,897
Jul/08 1.7046 62,000  1.8004 5,816
Aug/08 1.7156 67,390  1.8177 6,647
Sep/08 1.7303 55,390  1.8338 5,497
Oct/08 17432 45,390  1.8338 3,866
Nov/08 1.7568 82,390  1.8418 6,567
Dec/08 1.7716 65,000  1.8554 5,077
Jan/09 1.7852 7,000 1.8610 482
Feb/09 1.7972 37,000 1.8615 2,141
Mar/09 1.8140 80,000  1.8550 2,982
Apr/09 1.8269 25,000  1.9287 2,244
Total 711,560 1.8176 53,076

Derivatives included in the contract denominated in Commercial
Dollar Rate (Futures and Commodities Exchange - BM&F)

Hedged Market
Quote in volume Average value in
2007 (US$ price 2007 (R$
Month (R$/US$) thousand) (R$/US$) thousand)
May/07 2.0339 27,000 2.3416 8,303
June/07 2.0443 36,000 2.3823 12,039

Continued

Derivatives included in the contract denominated in Commercial
Dollar Rate (Futures and Commaodities Exchange - BM&F)

Hedged Market

Quote in volume  Average value in

2007 (Us$ price 2007 (R$

Month (R$/US$) thousand) (R$/US$) thousand)
July/07 2.0528 33,000 2.3852 10,757
Aug/07 2.0638 14,000 2.3568 3,982
Sept/07 2.0740 7,000 2.2767 1,300
Dec/07 2.0995 59,000 2.1231 890
Jan/08 2.1077 6,000 2.3161 1,108
Feb/08 2.1163 9,000 2.2299 879

Total 191,000 2.2820 39,258

Additionally, the Company has a currency and interest rate swap
contract at the total nominal amount of US$90,300 thousand,
R$257,671 as of the contract date. Out of this total, the amount
of US$54,300 thousand (R$116,382) was incurred and paid
through April 30, 2008 (US$36,300 thousand (R$82,296)
through April 30, 2007). The financial result arising from this
transaction is recognized on a pro rata basis in the net income
(loss) for the year, under Financial income (expenses), net. For the
year ended April 30, 2008, the Company recorded loss from these
swap transactions in the amount of R$19,167 (R$23,393 for the
year ended April 30, 2007). The market value of this swap at
April 30, 2008 is negative by R$45,696 (negative by R$32,063
at April 30, 2007).

At April 30, 2008 and 2007, the Company’s and its subsidiaries’
net exposure to changes in U.S. dollar exchange rate variation
was as follows:

Consolidated

2008 2007
US$ (in US$ (in

R$ thousands) R$ thousands)
Amounts pending
foreign exchange
closing . 6,308 3,739 25,881 12,725
Overnight . 37,161 22,025 584,967 287,609
Derivative financial
instruments —
assets 79,619 47,190 36,980 18,182

Notes receivable

from foreigns 116,769 69,209 33,234 16,340




Continued
Consolidated
2008 2007
US$ (in US$ (in

R$ thousands) R$ thousands)
Related parties 16,305 9,664 B B
Loans in foreign
currency (99,020) (58,689) (137,649) (67,677)
Advances from
customers (14,803) (8,774) (86,166) (42,365)
Senior Notes due
in 2009 (60,415) (35,808) (406,780) (200,000)
Senior Notes due
in 2017 (686,559) (406,922) (828,430) (407,311)

Perpetual notes  (774,154) (458,839) (933,630) (459,034)

Derivative financial
instruments —

Net foreign
exchange exposure (1,391,306) (824,624) (1,711,593) (841,531)

d) Interest rate risk

The Company monitors fluctuations of the several interest rates
to which its assets and liabilities are pegged and, in the event of
increased volatility of such rates, it may engage in transactions
with derivatives so as to minimize such risks. At April 30, 2008,
the Company was not in possession of any interest rate derivative
contracts, except for the swap agreement referred to in item c)
Foreign exchange risk.

e) Credit risk

A significant portion of sales made is by the Company and its
subsidiaries to a selected group of best-in-class counterparts,
i.e. trading companies, fuel distribution companies and
large supermarket chains. Credit risk is managed through
specific rules of client acceptance, credit rating and setting
of limits for customer exposure, including the requirement
of a letter of credit from major banks. The Company and its
subsidiaries historically have not recorded material losses on
trade accounts receivable.

f) Debt acceleration risk

As of April 30, 2008, the Company was a party to loan and
financing agreements with covenants generally applicable
to these operations, including requirements related to cash
generation, debt to equity ratio and others. These covenants
are being fully complied with by the Company and do not
place any restrictions on its operations.

g) Market values

As of April 30, 2008 and 2007, the fair values of cash, marketable
securities and trade accounts receivable and payable approximate
the respective amounts recorded in the consolidated financial
statements, due to their short-term nature.

The fair value of the loan related to Resolution 2471, represented
by its present value, at April 30, 2008 and 2007, approximates
the amounts recorded in noncurrent assets under Restricted
Brazilian Treasury Bills (CTN).

The fair value of the Senior Notes maturing in 2009 and 2017, as
described in Note 15, according to their market value, were 109.00%
and 94.75%, respectively, of their face value at April 30, 2008.

The fair value of Perpetual Notes as described in Note 15, according to
its market value, was 92.75% of its face value at April 30, 2008.

As for the other loan and financing arrangements, their respective
fair values substantially approximate the amounts recorded in the
financial statements considering that such instruments are subject
to variable interest rates.

22. Commitments

Sales

Considering that Cosan operates mainly in the commodities
market, its sales are substantially made at prices applicable at
sales date. However, Cosan has several agreements in the sugar
market in which there are commitments of sales involving volumes
of these products in future harvest periods.

The volumes related to the commitments mentioned above are as
follows (unaudited information):

Products 2008 2007

Sugar (in tons) 5,068,000 5,459,000

The commitments by harvest period are as follows (unaudited):

Harvest period 2008 2007

2007/2008 - 2,507,000
2008/2009 2,787,000 2,068,000
2009/2010 2,281,000 884,000
Total 5,068,000 5,459,000
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Purchase

Cosan has entered into several commitments to purchase sugarcane
from third parties in order to guarantee part of its production for the
next harvest periods. The amount of sugarcane to be purchased was
determined based on an estimation of the sugarcane to be milled in
each geographic area. The amount to be paid by the Company will
be determined at the end of each harvest period according to prices
published by CONSECANA.

The purchase commitments (in Tons by harvest period) as of April 30,

2008 2007
Minimum rentals 54,397 113,890
Contingent rentals 120,594 119,341
Total 174,991 233,231

Future lease payments under such contracts at April 30, 2008 are:

2008 are as follows (unaudited information): R§
Year ended April 30:

Harvest period 2008 2007 2009 62,458
2007/2008 - 5,743,069 2010 61,767
2008/2009 16,541,028 5,259,707 2011 61,225
2009/2010 14,872,415 5,123,754 2012 58,199
2010/2011 12,222,226 3,360,875 2013 52,189
2011/2012 10,729,106 2,578,114 Thereafter 601,762
Thereafter 17,716,933 3,450,398 Total 897,600
Total 72,081,708 25,515,917

As of April 30, 2008, Cosan had a regular capacity to mill
45,000 thousand tons (unaudited information) of sugarcane
during each harvest period, considering all Company units.

In addition, the Company entered into contracts to purchase
industrial equipment intended for maintenance and expansion
of the mills, and to meet the demand of the electric energy co-
generation project, in the total amount of R$663,150 at April
30, 2008 (R$118,516 in 2007) (unaudited information).

Leases

The Company and subsidiaries are parties to operating lease
agreements, primarily related to lands for the plantation of
sugarcane and seaport rights of use (concession), which expire
up to the next 20 years.

Minimum payments under operating leases are recognized
on a straight-line basis over the term of the lease. Expenses
referring to such contracts during the years ended April 30,
2008 and 2007 were as follows:

Additionally, the Company has entered into finance lease agreements for
aircrafts. At April 30, 2008 and 2007, the Company made payments
in the amount of R$2,538 and R$2,685, respectively, recorded in the
statements of operations, under General and administrative expenses.
These lease agreement due amounts are updated based on the US
dollar exchange variation, plus annual interest varying between 3%
and 3.5% or the quarterly Libor rate.

The future payments related to those agreements at April 30, 2008 is
R$9,585 (R$15,317 in 2007), are as follows:

Year ended April 30: 2008 2007

2008 - 2,518
2009 1,363 2,504
2010 1,463 2,491
2011 1,785 2,477
2012 2,037 2,202
Thereafter 2,937 3,125
Total 9,585 15,317




The accounting practices adopted in Brazil do not require the
recognition of finance lease agreements. Accordingly, such
amounts were not recorded in the financial statements for the
years ended April 30, 2008 and 2007.

23. Insurance (Unaudited)

At April 30, 2008, the Company and its subsidiaries maintain
insurance coverage against fire, thunderbolts and explosions
of any nature for the whole sugar and ethanol inventory in
the aggregate amount of R$1,031,100 and for buildings,
equipment and installations at plants in the aggregate amount
of R$103,046. Sugar and ethanol inventories located at
different plants and warehouses are covered by separate
insurance policies with various expiration dates from May
2008 to April 2009, each of them being renewable annually,
usually by agreement between the parties. In particular, the
Company and subsidiaries have agreements with insurance
companies for equipment and products offered as guarantee
for the financial transactions.

In addition, the Company has insurance covering its aircrafts,
in the approximate aggregate amount of R$14,149 and civil
liability insurance in the approximate amount of R$348,500,
with various expiration dates from May 2008 to March 2009.

With regard to Cosan Portuaria, the Company has an
insurance policy for its loading terminal at the Santos Port
in the aggregate amount of R$103,046, which covers from
equipment to inventories maintained at the terminal.

The Company does not foresee any difficulties to renew its
insurance policies and believes that the coverage established
is reasonable in terms of amounts and consistent with Brazilian
industry standards.

24. Stock Option Plan

At the Annual and Extraordinary General Meeting held
on August 30, 2005, the Guidelines for the Outlining and
Structuring of a Stock Option Plan for Company’s officers and

employees were approved, thus authorizing the issue of up
to 5% of the Company’s share capital. The stock option plan
was designed to obtain and retain the services rendered by
senior officers and employees, offering them the opportunity
to become shareholders of the Company. On September 22,
2005, the Board of Directors approved the distribution of
stock options corresponding to 4,302,780 common shares to
be issued or purchased by the Company related to 3.25%
of the share capital at the time, authorized by the Annual/
Extraordinary General Meeting. On that same date, eligible
officers were informed of the material terms and conditions
of the share-based compensation agreement. On September
11, 2007, the Board of Directors approved the distribution
of stock options, corresponding to 450,000 common shares
to be issued or purchased by the Company related to 0.24%
of the share capital at the time, authorized by the Annual/
Extraordinary General Meeting. On that same date, the eligible
officer was informed of the material terms and conditions of
the share-based compensation agreement. The remaining
1.51% may still be distributed.

Based on the fair value at the issue date, exercise price is
R$6.11 (sixreais and eleven cents) per share, without discount.
The exercise price was calculated before the above evaluation
based on an expected private equity agreement based on that
eventually was not made. The options are exercisable over
a 3-year period, considering a maximum percentage of 25%
p.a. of total stock options offered by the Company, within a
period of 5 years.

The options exercised shall be settled only upon issue of new
common or treasury shares that the Company may have at
each relevant date

Should any holder of stock options cease to be an employee or
manager of the Company, by death, retirement or permanent
disability of the beneficiary, any options not previously
vesting shall become extinct on the date that employee or
officer separates from the Company. However, in the case of
termination without good cause, the terminated employees
shall be entitled to exercise 100% of their options referring to
that particular year, on top of exercising 50% of their options
in the coming year.
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Stock option activity for the year ended April 30, 2008 is as follows:

Options granted Options granted
on September 22, on September 11,

Weighted Continued 2005 2007
average Interest rate 14.52% 9.34%
exercise .
Shares price VOlatIIIty 34.00% 46.45%
Outstanding at April 30, 2005 - - Dividend yield 1.25% 1.47%
Options grant (BDM on 9.22.2005) 4,302,780 6.11 Weighted average fair value
Outstanding at April 30, 2006 4,302,780 6.11 at grant date - R$ 12.35 18.19
Year (BDM on 11.20.2006) (1,132,707) 6.11
Loss of right (BDM on 11.20.2006) (285,060) * Expected Tgrm — Cosan’s expected term represents the
eriod that Cosan’s share-based awards are expected to be
Outstanding at April 30, 2007 2,885,013 6.11 P . . P .

: outstanding and was determined based on the assumption
Options grant (BDM on 9.11.2007) 450,000 6.11 that the officers will exercise their options when the exercise
Year (BDM on 11.19.2007) (922,947) 6.11 period is over. Therefore, this term was calculated based
Year (BDM on 12.11.2007) (38,725) 6.11 on the average of 5 and 10 years. Cosan does not expect

Outstanding at April 30, 2008 2,373,341 6.11 any forfeiture as those options are mainly for officers, for

BDM - Board of Directors Meeting

All exercised stock options had been settled with issue of new
common shares up to April, 30, 2008. Should the remaining
options be also exercised with issue of new common shares, present
shareholders would have their shareholding interest reduced by
0.8633% after the exercise of all remaining options, without any
effect on the Company results.

Accounting practices adopted in Brazil do not require the recognition
of expenses with share-based compensation using options. Had
the Company recorded the referred to expenses in the statements of
operations, based on the amount estimated using the binomial model,
net loss and net income for the years ended April 30, 2008 and 2007,
respectively, would have been increased by R$13,755 and reduced
by R$12,594. Had this accounting hypothesis been adopted, at April
30, 2008, one would expect that the amount of R$23,500, referring
to unrecorded compensation cost related to stock options, would be
accounted for over 2 years (R$29,070 at April 30, 2007, over 2 Y2
years). The Company has no treasury shares.

The fair value of the options granted under the stock option plan was
estimated from the binominal model, with the following assumptions:

Options granted Options granted
on September 22, on September 11,
2005 2007

Grant price - R$ 6.11 6.11

Expected exercise (in years) 7.5 7.5

whom turnover is low.
» Expected Volatility — The Company has opted to substitute
the historical volatility by an appropriate global industry
sector index, based on the volatility of the share prices,
and considering it as an assumption in its valuation model.
Cosan has identified and compared similar public entities
for which share or option price information is available to
consider the historical, expected, or implied volatility of
those entities’ share prices in estimating expected volatility
based on global scenarios.
Expected Dividends — As the Company is newly public
entity, the expected dividend yield was calculated based
on the current value of the stock market at grant date,
adjusted by the average rate of the return to shareholders
for the expected term, in relation of future book value of
the shares.
* Risk-Free Interest Rate — The Company considers the

SELIC (Special System Settlement Custody) rate.

25. Segment Information (Consolidated)

a) Segment information

The following information about segments is based upon
information used by Cosan’s senior management to assess
the performance of operating segments and decide on the
allocation of resources. Each reportable segment is managed
separately because of the need to specifically address customer
needs in these different industries. Cosan has three segments:
sugar, ethanol and others. The operations of these segments
are based solely in Brazil.



The sugar segment mainly operates and produces a broad variety of
sugar products, including raw (also known as very high polarization
- VHP sugar), organic, crystal and refined sugars, and sells these
products to a wide range of customers in Brazil and abroad. Cosan
exports the majority of the sugar produced through international
commodity trading companies. Cosan’s domestic customers include
wholesale distributors, food manufacturers and retail supermarkets,
through which it sells its “Da Barra” branded products.

The ethanol segment substantially produces and sells fuel ethanol,
both hydrous and anhydrous (which has lower water content than
hydrous ethanol) and industrial ethanol. The principal ethanol
product is fuel ethanol, which is used both as an automotive fuel
and as an additive in gasoline, and is mainly sold in the domestic
market by fuel distribution companies. Consumption of hydrous
ethanol in Brazil is increasing as a result of the introduction of
flex fuel vehicles that can run on either gasoline or ethanol (or a
combination of both) to the Brazilian market in 2003. In addition,
Cosan sells liquid and gel ethanol products used mainly in the
production of paint and cosmetics and alcoholic beverages for
industrial customers in various sectors.

Others segment is comprised by selling cogeneration of electricity
(generated from the burn of sugarcane bagasse), diesel and
corporate activities.

No asset information is provided by reportable segment due to the
fact that the majority of the assets used in production of sugar an

ethanol are the same.

Cosan reports net operating revenue and gross profit by operating

b) Net operating revenue by geographic area (unaudited)
The net operating revenue percentage by region is as follows:

2008 2007
Brazil 56.1% 39.6%
Europe 35.0% 18.2%
Middle East and Asia 4.8% 28.3%
North America 3.5% 6.7%
Latin America (other than Brazil) 0.6% 1.1%
Africa 0.0% 6.1%
Total 100% 100%

c) Sales by principal customers
* Sugar
The major customers for the years ended April 30, 2008
and 2007 in the sugar segment are shown below:

Market Customer 2008 2007
International Sucres et Denrées 23.6% 33.3%
S.A. Fluxo 11.2% 9.5%
Tate & Lyle International 9.2% 5.3%
Cane International Corporation 7.2% 2.2%
Coimex Trading Ltd 6.9% 11.5%

e Ethanol
The major customers for the years ended April 30, 2008
and 2007 in the ethanol segment are shown below:

segment, as follows: Market Customer 2008 2007
) ) International Vertical UK LLP 13.6% 11.6%
- 008 007 ) Vitol Inc. 3.5% -
Net operating revenue by segment: | lorgan Stanley Capital Group Inc. 2.9% -
Sugar 1,428,746 2.213,453 - Kol Petrochermical 6.2%
Ethanol 1,119,095 1,185,578 omar Fetrochemicals : e
Others 188,335 206,025 -
Total 2,736,176 3,605,056 .
Domestic Shell Brasil Ltda. 20.1% 14.8%
2008 2007 ~ Euro Petréleo do Brasil Ltda. 14.3% -
G " Petrobréas Distribuidora S.A. 8.0% 9.2%
ross profit by segment: Cia Brasileira de
Sugar 181,501 804,462 - Petréleo Ipiranga 6.1% -
Ethanol 122,164 287,635 Tux Distribuidora de
o o )
Others 45375 31844 - Combustiveis Ltda. 5.7%
Manancial Distribuidora de
Total 349,040 1,123,941 Petréleo Lida. R 8,29
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26. Acquisition of Esso Brasileira de
Petréleo Ltda.

On April 23, 2008, the Company entered into a stock
purchase and sale agreement with ExxonMobil International
Holdings B.V. (“Exxon”) for acquiring 100% of the capital of
Esso Brasileira de Petréleo Ltda. (“Esso”) and certain affiliates,
holders of assets related to fuel and lubricant distribution
and marketing. The operations include Esso fuel distribution
activities in retail and wholesale markets, as well as aviation
fuel supply.

The amount of the acquisition totals US$826 million, to be
paid upon completion of the transition period, in addition to
assumption of debt amounting to US$163 million and credit
with related parties in the amount of US$35 million. The
acquisition price may be revised at the end of the transition
period, when Cosan shall pay the final acquisition amount.

Conclusion of the operation is subject to certain suspensive
conditions to be met within a transition period, which consists
of an intermediary period to ensure business continuity, and a
phase-out transition period, including migration of both shared
services provided by Exxon from other countries as well as the
technology platform to an exclusive segregated environment in
the Brazil operation.

At April 30, 2008, Esso management was exercised indepen-
dently by Exxon, there being no sort of influence thereon by
the Cosan Group. Control will be effectively taken over only
after a transition period, as mentioned above.
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