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We concluded that the Discounted Cash Flow Method is the 
most appropriate approach to estimate the value of shares 
Cosan S.A. Based on this methodology, the economic 
value as of October 31, 2007 is in a range of R$24.60 to 
R$27.19 per share. The following graph presents the 
comparative per-share values according to the 
methodologies used in this appraisal engagement:

We concluded that the Assets Approach, with the 
investment in Cosan S.A. estimated on a discounted cash 
flow basis, is the most appropriate method to estimate the 
value of shares Cosan Ltd. Based on this methodology, the 
economic value as of October 31, 2007 is in a range of 
R$22.24 to R$24.58 per share. The following graph 
presents the comparative per-share values according to the 
methodologies used in this appraisal engagement:

Notes:
(1)  Economic value per share after issuance of shares on November 19, 2007 and December 5 and

11, 2007, based on the Discounted Cash Flow Method, with a minimum and maximum value 
range of 10%, pursuant to CVM Instruction No. 361/02.

(2) Market value per share based on the weighted average price for shares of:

(3) Book value per share as of October 31, 2007, adjusted after issuance of shares on November 19, 
2007 and December 5 and 11, 2007, resulting in 272,548,032 shares.

Notes:
(1)  Economic value per share based on the Assets Approach, with the investment in Cosan S.A. 

estimated on a discounted cash flow basis, with a minimum and maximum value range of 10%, 
pursuant to CVM Instruction No. 361/02.

(2) Assets Approach with the investment in Cosan S.A. being estimated based on the weighted 
average price for shares in Cosan S.A. of:

(3) Market value per share traded on the NYSE based on the weighted average price per share (i) 
21.68 per share, from the date of the Initial Public Offering on August 16, 2007, through the date 
of this Appraisal Report and; (ii) 19.12 per share, from the announcement on November 19, 2007 
of the share issue of Cosan S.A. through the date of this Appraisal Report. 

(4) Book Value per Class A share, based on 208,010,044 shares as of October 31, 2007.

(i) R$39.49 per share in the 12 months prior to the disclosure of the Relevant Fact dated June 
25, 2007.

(ii) R$26.28 per share from the date of disclosure of the Relevant Fact (June 25, 2007) through 
the date of this Appraisal Report.

(iii) R$20.66 per share from the announcement on November 19, 2007 of the Cosan S.A. share 
issue through the date of this Appraisal Report.

(i) R$35.11 per share, for the weighted average value of R$39.49 per share in Cosan S.A. in 
the 12 months prior to the disclosure of the Relevant Fact dated June 25, 2007.

(ii) R$23.74 per share, for the weighted average value of R$26.28 per share Cosan S.A. from 
the date of disclosure of the Relevant Fact (June 25, 2007) through the date of this 
Appraisal Report.

(iii) R$18.91 per share, for the weighted average value of R$20.66 per share Cosan S.A. from 
the announcement on November 19, 2007 of the Cosan S.A.  share issue through the date 
of this Appraisal Report.

Executive Summary

Cosan Ltd.Cosan S.A.
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Information about the Appraisal Firm

The Corporate Finance area of Deloitte Touche Tohmatsu 
Consultores Ltda. (Deloitte Consultores), responsible for 
the preparation of this Appraisal Report, has consistently 
provided Economic-Financial Appraisal services in general, 
particularly those involving publicly traded companies, as 
shown later in this Chapter.

Our consultants have experience in various industrial 
sectors, both nationally and internationally. 

In accordance with the internal norms of Deloitte 
Consultores, this Appraisal Report has been entirely 
prepared by the team of analysts itemized in this Report, 
the contents and format of which have been reviewed by 
the Engagement Partner, who is signing this document 
together with the other analysts on the appraisal team. In 
addition, a second partner, Mr. Eduardo de Oliveira,
undertook a technical review of this Appraisal Report.

The following paragraphs detail the identification and 
qualifications of the professionals responsible for preparing 
this Appraisal Report:

Pieter Freriks – Dutch
Engagement Partner

Mr. Freriks has experience in all processes of the 
Corporate Finance area, including Economic-Financial 
Appraisals, Strategic Planning, Feasibility Studies, Mergers 
& Acquisitions and Due Diligence, serving leading Brazilian 
and foreign concerns. He has also taken part in several 
projects under the National Privatization Program and 
assisted in various Public Offering processes.

Education: Degree in Business Administration from 
Amsterdam Free University (Vrije Universiteit van 
Amsterdam) in the Netherlands.
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Eduardo de Oliveira – Brazilian
Reviewing Partner

Mr. Oliveira has has led a number of business appraisal 
engagements, having participated in several such projects 
under the National Privatization Program.

He has participated in business appraisal engagements in 
various sectors, involving mergers and acquisitions, 
buyouts, etc., and has been responsible for obtaining and 
analyzing financial and market data and preparing cash flow 
projections in order to determine the economic value of 
companies.

Education: Mr. Oliveira has a bachelor’s degree in 
Accounting from São Paulo’s Pontifical Catholic University 
(PUC/SP), as well as a Graduate degree in finance from 
that same university and an International Executive MBA 
degree from FIA.

Adriano Ferreira de Sousa – Brazilian
Manager 

Mr. Ferreira de Sousa joined our São Paulo office in 1996. 
Among his other responsibilities at present he manages 
and executes projects in the financial consulting area, 
among which the following deserve special mention: 
Economic-Financial Appraisal services in the processes for 
privatization of TELEBRAS and DATAMEC S.A. Sistemas 
de Processamento de Dados, as well as Feasibility Studies 
for Petrobras/BR Distribuidora and ENERGEN (EDP 
Group), among other medium- and large-sized Brazilian 
and multinational companies.

Education: Degree in Mechanical Production Engineering 
from the College of Industrial Engineering (FEI) and 
Extension Course in Industrial Administration from the 
University of São Paulo (USP).

Carolina Camargo Kalil – Brazilian
Consultant

Ms. Camargo Kalil joined our São Paulo office in 2002. 
Among her other responsibilities, at present she carries out 
projects in the financial consulting area, the most notable of 
which are Economic-Financial Appraisals of medium- and 
large-sized Brazilian and multinational companies, such as 
Energisa S.A, Enel Brasil Participações Ltda, Energias do 
Brasil, Repsol YPF Brasil S.A., Adeco Brasil Participações 
Ltda. and ISA Capital do Brasil Ltda., among others.

Education: Degree in Economics from the University of São 
Paulo (USP). 

Information about the Appraisal Firm
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Information about the Appraisal Firm

Credentials - Companies in the Sugar Alcohol 
Industry

Service Year

Louis Dreyfus
Economic-f inancial appraisal to provide backing for goodw ill and 
purchase price alocation (SFAS 141). 2007

Usina Noroeste Paulista
Economic-f inancial appraisal to provide backing for goodw ill and 
purchase price alocation (SFAS 141). 2007

Usina Monte Alegre
Economic-f inancial appraisal to provide backing for goodw ill and 
purchase price alocation (SFAS 141). 2006

Credentials - Publicly-Traded Companies Service Year

Plascar Participações Industriais S.A. Appraisal Report for public offer of shares OPA 2007

Cia. Providência Indústria e Comércio S.A.
Economic-f inancial appraisal to provide backing for goodw ill 
generated by corporate restructuring process. 2007

Energisa S.A.
Appraisal of projections for future operating results in order to obtain 
credit from the Inter-American Development Bank (IADB). 2007

Companhia de Saneamento do Paraná S.A.
Economic-f inancial appraisal to update the market value of the 
investment for the controlling stockholder. 2005-2007

ENERSUL - Empresa Energética do Mato Grosso do Sul 
S.A. 

Economic-f inancial appraisal to update the market value of the 
investment for the controlling stockholder. 2005-2007

ESCELSA - Espírito Santo Centrais Elétricas S.A.
Economic-f inancial appraisal to updated the market value of the 
investment for the controlling stockholder. 2005-2007

Telemig Celular Participações S.A.
Economic-f inancial appraisal to updated the market value of the 
investment for the controlling stockholder. 2005

Tele Norte Celular Participações S.A.
Economic-f inancial appraisal to updated the market value of the 
investment for the controlling stockholder. 2005

Brasil Telecom S.A.
Economic-f inancial appraisal to updated the market value of the 
investment for the controlling stockholder. 2005
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For the intents and purposes of CVM Instruction No. 
361/02, Deloitte Consultores hereby declares that:

• The partners and the professionals involved in this 
project do not own any shares in either Cosan S.A. or 
Cosan Ltd., nor do they conduct discretionary 
management services with respect to such shares.

• There is no conflict of interest that could decrease the 
independence required in order for it to perform its 
functions as an independent appraisal firm.

• The cost to prepare this Appraisal Report was               
R$350,000.00 (three hundred and fifty thousand Reais),  
net of taxes.

• Besides the amount received mentioned above, in the 
past 12 (twelve) months it has received the amount of 
R$1,179,016.49 (one million, one hundred and seventy-
nine thousand, and sixteen Reais and forty-nine 
centavos) relating to: (i) advisory services in negotiating 
the Company’s payroll; (ii) preparation of an economic-
financial appraisal report, as well as evaluation of its 
property and organization of fixed assets; and (iii) tax 
planning; and

• Notwithstanding the relationship described above, it 
does not have any other commercial and credit 
information of any kind with respect to the Cosan S.A. 
and Cosan Ltd. that might impact this Appraisal Report.

Technical Team Responsible for the Appraisal

DELOITTE TOUCHE TOHMATSU

Consultores Ltda.

Pieter Freriks
Engagement Partner

Eduardo de Oliveira
Reviewing Partner

Adriano Ferreira de Sousa
Manager

Information about the Appraisal Firm
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Brief History of Cosan S.A.

Information about the
Companies Appraised

Cosan S.A. believes to be the largest Brazilian producer of 
sugar, and ethanol in terms of production and sales volume, 
according to information disclosed by the Company in the 
Annual Information Form (AIF) dated April 30, 2007 and 
which was based on data disclosed by ÚNICA and on an 
internal survey of public information available. 

Currently, Cosan S.A. operates 17 production plants in the
South-Central region of Brazil and controls a bulk terminal 
at the Port of Santos, which is the base from which VHP 
sugar is exported, in addition to an interest in an ethanol 
export terminal at the Port of Santos (TEAS).

For the 2006/2007 harvest season, Cosan S.A. directly 
employed 35,534 workers, including both full time 
employees and those who are hired especially for cutting 
cane, and processed approximately 36,163 million tons of 
sugarcane. Such processing resulted in the production of 
3,174 thousand tons of sugar and 1,222 thousand cubic 
meters of ethanol. In the same period, Cosan S.A. with 
sales of R$3.6 billion. Cosan S.A. is responsible for 
approximately 10% of the Brazilian sugar production.

(1) The sugarcane crushing capacity and the sugar and ethanol production are determined 
by the industrial characteristics of each productive unit.  

Productive 
Units

Sugarcane 
Crushing

(Thousands 
tons/year)

Sugar
(tons/day)

Ethanol
(m3/day)

Energy
(MW)

Barra 7,200 3,000 1,800 19
Bom Retiro 1,200 600 350 4
Bomfim 4,600 2,250 1,100 17
Costa Pinto 4,000 2,075 1,250 9
Destivale 1,300 360 520 3
Diamante 1,950 1,200 340 7
Dois Córregos 1,400 925 220 4
Gasa 1,250 n.a. 450 4
Ipaussu 1,950 1,250 360 6
Junqueira 2,600 1,200 900 19
Mundial 1,300 500 300 3
Rafard 2,400 1,350 550 10
Santa Helena 2,050 1,200 350 4
São Francisco 1,400 1,100 n.a. 4
Serra 1,800 1,200 430 15
Tamoio 1,400 900 n.a. 4
Univalem 2,200 950 650 8

Total 40,000 20,060 9,570 140
Source: Cosan S.A.

Nominal Capacity1
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Product Lines

Currently, the products manufactured by Cosan S.A. serve 
the industrial, retail and export markets, as shown below:

Retail Export

1. Shapeless refined sugar 1. Bulk VHP sugar
2. Granulated refined sugar 2. Granulated refined sugar
3. Demerara sugar 3. Crystal sugar
4. Crystal sugar 4. Organic sugar
5. Brown sugar 5. Refined hydrous ethanol
6. Gel alcohol 6. Neutral hydrous ethanol

Industry

1. Demerara sugar
2. Crystal sugar
3. Granulated refined sugar
4. Shapeless refined sugar
5. Liquid sugar
6. Inverte liquid sugar
7. Molasses
8. Ethanol

Source: Cosan S.A. management.

Information about the
Companies Appraised

Brief History of Cosan S.A. (continued)
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The shareholder composition of Cosan S.A. as of October 
31, 2007 was as follows:

On November 19, 2007, the Company issued 922,947 
shares under a “Stock Option Plan” at the issue price of 
R$6.11 per share.

On the same date, the Company called an Extraordinary 
Shareholders’ Meeting to decide, among other matters, on 
the issue and subscription of 82,700,000 shares. These 
shares were issued on December 5, 2007. All Company 
shareholders are entitled to subscribe for new shares 
proportionately to their holdings on December 5, 2007 
within a thirty-day period.

Information about the
Companies Appraised

Brief History of Cosan S.A. (continued)

Shareholders - Cosan S.A. Total Shares (%)

Cosan Limited 96,332,044 51.00%
Aguassanta Participações S.A. 470,185 0.25%
Rio das Pedras Participações S.A. 23,820 0.01%
Rubens Ometto Silveira Mello 675 0.00%
Nova Celisa S.A. 468 0.00%
Board of Directors 19,110 0.01%
Executive Board 33,721 0.02%
Shares Held by Minority Shareholders 92,006,337 48.71%

Total 188,886,360 100.00%
Source: Annual Information Form (AIF) – Apr 30, 2007

On December 11, 2007, the Company issued 38,725 
shares under a “Stock Option Plan” at the issue price of 
R$6.11 per share.

On the assumption that all shares issued on December 5 
will be subscribed by Cosan Ltd., the shareholders 
composition of Cosan S.A. after the share issue is as 
follows:

Shareholders - Cosan S.A. Total Shares (%)

Cosan Limited 179,032,044 65.69%
Aguassanta Participações S.A. 470,185 0.17%
Rio das Pedras Participações S.A. 23,820 0.01%
Rubens Ometto Silveira Mello 675 0.00%
Nova Celisa S.A. 468 0.00%
Board of Directors 19,110 0.01%
Executive Board 995,393 0.37%
Shares Held by Minority Shareholders 92,006,337 33.76%

Total 272,548,032 100.00%
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Corporate Organization Chart as of December 5, 2007

Information about the
Companies Appraised

Income Statement R$ thousand

(*) In the Interim Financial Statements (ITR) and Standard Financial Statements (DFP), 
Operating Income/Expenses is comprised of the following accounts, as shown in the 
table above: Operating Expenses, Goodwill Amortization, Financial Results, Equity in 
Subsidiaries and Share Placement Expenses. 

Source: Audited DFP as of 4/30/2006 and 4/30/2007 and ITR as of 10/302007 with 
limited review by Ernst & Young Auditores Independentes S.S.

Brief History of Cosan S.A. (continued)
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Source:  Cosan S.A. management
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2005/06 2006/07 May to Oct/07

Net Operating Revenues 2.477.921               3.605.056               1.219.202                 
. Growth % n.d. 45,5% n.d.

Cost of Products Sold (*) (1.721.309)              (2.481.115)              (1.099.122)                
 . Cost of Products Sold/Net Revenues -69,5% -68,8% -90,2%

Gross Profit 756.612                  1.123.941               120.080                    
 . Gross Profit/Net Revenues 30,5% 31,2% 9,8%

Operating Expenses (378.842)                 (492.872)                 (259.066)                   
 . Operating Expenses / Net Revenues -15,3% -13,7% -21,2%

EBIT 377.770                  631.069                  (138.986)                   
 . EBIT Margin (EBIT /Net Revenues) 15,2% 17,5% -11,4%

 . Goodwill Amortization (142.835)                 (223.686)                 (112.594)                   

Profit / (Loss) Before Income Tax (63.493)                   567.301                  48.965                      
 . Operating Margin (Profit Before Income Tax/Net Revenues) -2,6% 15,7% 4,0%

. Income Tax and Social Contribution 5.823                      (203.858)                 (21.377)                     
. % Income Tax and Social Contribution 9,2% 35,9% 43,7%

Net Income / (Loss) (64.562)                   357.269                  28.890                      
 . Net Margin (Net Income/Net Revenues) -2,6% 9,9% 2,4%

2005/06 2006/07 May to Oct/07
EBIT 377.770                  631.069                  (138.986)                   
 . EBIT Margin (EBIT /Net Revenues) 15,2% 17,5% -11,4%

 . Depreciation and Amortization 139.892                  296.960                  264.406                    

EBITDA 517.662                  928.029                  125.420                    
 . EBITDA Margin (EBITDA /Net Revenues) 20,9% 25,7% 10,3%

Income Statement 
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Balance Sheet – Assets R$ thousand

Information about the
Companies Appraised

Balance Sheet – Liabilities R$ thousand

Brief History of Cosan S.A. (continued)

Source: Audited Financial Statements and reviewed ITR (interim financial statements) by 
Ernst & Young Auditores Independentes S.S.

R$ thousand

  Actual
Liabilities 04/30/06 04/30/07 07/31/2007

. Trade Accounts Payable 201.717        113.773        373.295              

. Loans and Financing 68.778          88.991          105.072              

. Salaries and Wages Payable 49.726          63.273          113.423              

. Taxes and Contributions 111.120        126.202        101.037              

. Advances from Customers 79.156          49.373          28.663                

. Promissory Notes 55.791          1.261            -                      

. Payables to Related Parties 76                 667               -                      

. Deferred Income Tax & Social Contribution without Revaluation Reserve 5.486            5.486            5.486                  

. Dividends Payable -               75.815          34                       

. Derivative Financial Instruments 65.368          35.536          31.184                

. Other Obligations 32.758          31.356          12.283                

Current Liabilities 669.976        591.733        770.477              

. Loans and Financing 2.002.684     2.770.435     2.178.807           

. Taxes and Contributions 446.947        338.507        344.968              

. Payables to Related Parties 1.350            -               -                      

. Advances from Customers 86.901          49.491          14.533                

. Promissory Notes 12.747          -               -                      

. Reserve for Contingencies 907.395        727.966        757.468              

. Debentures 55.069          55.069          55.069                

. Deferred Income Tax & Social Contribution without Revaluation Reserve 40.801          33.435          28.303                

. Other Obligations 11.464          45.528          50.783                

Long-Term Liabilities 3.565.358     4.020.431     3.429.931           

Minority Interest 14.017          20.191          18.889                

. Capital Social Realizado 1.185.767     1.192.692     1.192.692           

. Reservas de Reavaliação 195.864        195.004        194.736              

. Reserva de Lucro -               243.303        243.303              

. Lucro/ (prejuízos) acumulados (26.209)        -               13.935                

Shareholder's Equity 1.355.422     1.630.999     1.659.889           

Total Liabilities and Shareholder's Equity 5.604.773     6.263.354     5.879.186           

R$ thousand

  Actual
Assets 04/30/06 04/30/07 10/31/2007

. Cash and Cash Equivalents 831.522        1.217.129     141.591             

. Trade Accounts Receivable 212.601        112.283        107.296             

. Inventories 390.845        503.350        1.194.841          

. Advances to Suppliers 132.719        211.446        304.492             

. Receivables from Related Parties 3                   -               -                    

. Deferred Income Tax & Social Contribution 41.418          38.093          24.236               

. Derivative Financial Instruments 288.601        37.578          3.554                 

. Other Credits 115.727        104.866        75.076               

Current Assets 2.013.436     2.224.745     1.851.086          

. Financial Applications 90                 -               -                    

. Receivables from Related Parties -               45                 11                      

. National Treasury Certificates 104.921        123.310        135.886             

. Deferred Income Tax & Social Contribution 361.785        242.530        277.065             

. Indemnity Suits -               318.358        331.426             

. Other Credits 99.372          112.323        105.752             

Long-Term Assets 566.168        796.566        850.140             

. Investments 13.414          93.169          13.872               

. Property, Plant & Equipment 1.656.396     2.013.137     2.070.286          

. Deferred Charges 1.355.359     1.135.737     1.093.802          

Permanent Assets 3.025.169     3.242.043     3.177.960          

Total Assets 5.604.773     6.263.354     5.879.186          
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Information about the
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Cosan Ltd. was incorporated in Bermuda on April 30, 2007 
to be a platform for international expansion of Cosan S.A. 
The starting capital of Cosan Ltd. was 1,000 (one thousand) 
shares of common stock in the total amount of US$10.00 
(ten United States Dollars), equivalent to R$20.00 (twenty 
Reais), fully paid up in cash by shareholder Rubens Ometto 
Silveira Mello, the current controlling shareholder of Cosan 
Ltd. 

On August 1, 2007, a capital increase was carried out, 
involving 96,331,044 shares of class B1 stock, paid in with 
the 51% stake in Cosan S.A. 

On August 16, 2007, Cosan Ltd. made a global initial public 
offer involving 100,000,000 class A shares Cosan Ltd., for a 
price per share of US$10.50, corresponding to R$21.05 per 
share. Concurrently with the global offering of class A 
shares, a local offering of Brazilian Depositary Receipts
(BDRs) was made, with each BDR representing 1 class A 
share.

On September 7, 2007, a supplementary batch (greenshoe) 
of 11,678,000 shares of class A stock was issued.

Brief History of Cosan Ltd.

The following chart shows the changes in Cosan Ltd.’s
ownership interest:

The shareholder composition as of October 31, 2007 is as 
follows:

Shareholders - Cosan Ltd. Total Shares (%)

Usina Costa Pinto S.A. Açúcar e Álcool 30,010,278 14.43%
Queluz Holdings Limited 66,321,766 31.88%
Aguassanta Participações S.A. 5,000,000 2.40%
Janus Capital Group (Denver) 27,500,000 13.22%
Wellington Management Company, LLP 14,000,000 6.73%
Fidelity (Boston) 12,750,000 6.13%
Outros 52,428,000 25.20%

Total 208,010,044 100.00%
Source: Annual Information Form (AIF) – Apr 30, 2007

Description Date
Common shares of 

class A stock
Common shares of 

class B stock Total shares

Starting capital stock 04/30/2007 -                           1,000.00                      1,000                           
Capital contribution 08/01/2007 -                           96,331,044                  96,331,044                  
Total prior to offering -                           96,332,044                  96,332,044                  

Global initial public offering 08/16/2007 100,000,000            -                               100,000,000                
Total after offering 100,000,000            96,332,044                  196,332,044                

Supplementary batch (greenshoe) 09/07/2007 11,678,000              -                               11,678,000                  
Total after offering 111,678,000            96,332,044                  208,010,044                

Source: Interim Financial Statements as of October 31, 2007.
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Information about the
Companies Appraised

The global exchange offer is the third stage of a 
comprehensive corporate restructuring of Cosan S.A. and 
Cosan Ltd. The global initial public offer of Cosan Ltd. was 
launched on July 30, 2007, the issue price was set on 
August 16, 2007 and settlement occurred on August 21, 
2007. On September 7, 2007, a supplementary batch of 
shares (greenshoe) was issued.

The capital stock of Cosan Ltd. presently issued and 
outstanding is comprised of class B1 and class A shares.  
No class B2 share has been issued or is outstanding.  Each 
class B share has 10 votes, while each class A share has 1 
vote. Any amendments to Cosan Ltd.’s bye-laws and any 
decisions relating to share rights, tag along sale, among 
others, require the approval of holders of at least 2/3 of the 
class A shares, as a separate voting group. 

Each class B share may be converted into a class A share 
at any time, at the shareholder’s option. Each class B share 
will automatically convert into a class A share in the event: 
(i) such class B share is transferred, subject to certain 
exceptions applicable to class B1 shares, (ii) the class B1 
shares represent less than 45% of the total voting power in 
respect of all the issued and outstanding shares of Cosan 
Ltd., or (iii) all of the class B1 shares are converted into 
class A shares. 

Now that the initial global offering has been completed, the 
final step of the corporate reorganization is the global 
exchange offer, which is being carried out in Brazil and the 
U.S., extending to the current Cosan S.A. shareholders the 
right to exchange their Cosan S.A. shares for (i) class A 
shares or, as an alternative for Brazilian shareholders, 
BDRs representing such class A shares, or (ii) class B2 
shares, solely for shareholders of Cosan S.A. as of July 26, 
2007, in accordance with the base shareholding position for 
conversion into class B2 shares.

Except for the exceptions applicable to class B1 shares 
relating to the succession of the controlling shareholder of 
Cosan Ltd. and certain permitted transfers, the class B2 
shares are entitled to the same rights as the class B1 
shares, including: (i) the right to 10 votes per class B share 
in all matters submitted to the vote of shareholders and (ii) 
automatic conversion into class A shares if such shares are 
transferred, or if the total number of the class B1 shares 
issued represent less than 45% of the total voting power in 
respect of all the shares issued by Cosan Ltd.  

The class B1 and class B2 shares will not be listed on the 
New York Stock Exchange (NYSE), Bolsa de Valores de 
São Paulo (BOVESPA) or any other stock exchange.

The Transaction
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Description of the Business
The chart below illustrates the sugarcane agro-business 
system, from production of sugarcane in the fields to 
distribution of the product to the final consumer:

Source: IPEA/PENSA/USP Agro-business Report.

Sugar

Extracted from the juice resulting from crushing of 
sugarcane, with subsequent bleaching, de-cantering, 
evaporating, floating and crystallizing. There are many 
types of sugar for various purposes, either final 
consumption (refineries) or a plethora of segments in the 
food and beverage industries, each of which features its 
own market value, besides trading companies, the main 
export channel. Sugar-chemistry provides us with glucose, 
fructose, glycerin, acids, sorbitol and sucrose and a wide 
range of other chemicals. Additional fermenting gives us 
acetones, antibiotics (such as penicillin and tetracycline), 
industrial enzymes (amylases, proteases), vitamins (C, B2, 
B12), amino-acids (lysine, phenylalanine) and biological 
raw materials for a wide range of uses in agricultural 
production (bio-insecticides and fertilizers).

Ethanol

The fermenting of sugarcane juice and subsequent distilling 
gives us ethanol, which basically comes in three types: (1) 
neutral, used in preparing beverages in general, as well as 
cosmetics and pharmaceutical products; (2) hydrated 
(96GL - 96% ethanol and 4% water), used for direct 
consumption as fuel in automobiles and the chemical 
industry; and (3) ethanol (99.5GL), which is mixed with 
gasoline at a ratio of 25%. 

Among the various derivatives of ethanol, special mention 
should be made of ethanol-chemical products, which can 
be divided into two groups: dehydrated (ethylene) and 
dehydrogenated (acetaldehyde).
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Byproducts

Sugarcane bagasse - the fibrous residue of crushing 
sugarcane (also termed cane-thrash). It is used as fuel in 
steam generation units (boilers), to power turbines and 
generate power used in crushing and grinding and 
occasional return to the public distribution network. It is also
used in industrial boilers in the citric fruit, pulp and paper 
and other industries, as well as for power generation. It also 
generates pulp paste for production of paper and can also 
be used in animal feed. The leaves and tips can also be 
used as a result of the sugarcane crushing process.

Stillage (Vinhaça) - residue resulting from distilling, used as 
a fertilizer in irrigating crops.

Yeast – used as a major raw material in the human food 
and animal feed industries. It is the cheapest protein 
supplement found so far on the planet. It can also be used 
with the right equipment to produce ethanol - and sugar-
based chemical products.

Another characteristic of the sugarcane agro-business 
system is its highly specific nature in terms of location and 
time factors. The location specific refers to the distance of 
the raw material (sugarcane) from the mill (processing unit), 
it being estimated that sugarcane grown more than 50 
kilometers distance from the mill makes processing an 
unviable proposition, due to the high transportation costs 
involved.

Sugar and ethanol are the main products sold by sugar-
mills in Brazil. The quantity produced depends on the total 
sugar recoverable (ATR or Açúcar total recuperável) that is 
extracted from the sugarcane in the industrial process. The 
quantity of ATR, in turn, is linked to the content of sucrose, 
the fiber and purity of the cane, as well as productive 
efficiency.

By and large, sucrose accounts for around one third of the 
energy contained in the cane, with the remaining two thirds 
representing cane-thrash (bagasse), husks and leaves.

The specific time aspect relates to the length of time 
between burning and crushing the sugarcane, that is, once 
the cane is burned it needs to be crushed fairly quickly, 
otherwise quality suffers. These specific aspects determine 
three forms of transaction between production of the raw 
material in sugarcane fields and crushing thereof at the 
mills, as follows:

1. Mills that own the land were the sugarcane raw 
material is obtained for crushing;

2. Mills that lease land for production of cane and 
subsequent crushing; and

3. Specialized rural producers contractually linked to the 
mills.

As a general rule, around 70% (seventy per cent) of 
internal sugarcane production is in the hands of the mills, 
either through their own lands or under lease 
arrangements, with the remaining 30% (thirty per cent) 
carried out by specialized producers.
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World Sugar Production 

According to the USDA, world sugar production was 146.9 
million tons for the 2005/2006 harvest year. As shown in the 
following bar chart, sugar production has been growing in 
recent years, due to expansion of sugarcane cultivation in 
general, improved productivity and favorable climate. The 
leading continents contributing to this upwards trend have 
been South America and Asia.

As a result of the 2005/06 harvest, Brazil exported 49.3 
million metric tons of sugar. Besides being world sugar 
leader, Brazil is also the leader in exporting the world’s 
biggest crop, accounting for no less than 38.7% of all sugar 
exports in the entire world. The second-ranked produced, 
the European Union, accounted for just 15.2%, less than 
half of Brazil’s exports. 

The following charts show the leading sugar exporting 
countries and the development of worldwide sugar exports:

Development of Sugar Production Worldwide

85.0
95.0

105.0
115.0
125.0
135.0
145.0
155.0
165.0

96/97 97/98 98/99 99/00 00/01 01/02 02/03 03/04 04/05 05/06

Source: USDA.

M
illi

on
  t

on
s

Leading Sugar Exportes
 2005/2006 Harvest

0

5

10

15

20

25

Brazil EU Australia Thailand Guatemala Colombia

Source: LMC.

M
illi

on
  t

on
s

Development of Worldwide Sugar Exports

0

10

20

30

40

50

60

96-97 97-98 98-99 99-00 00-01 01-02 02-03 03-04 04-05 05-06

Source: LMC.

M
illi

on
 to

ns



© 2007 Deloitte Touche Tohmatsu. All rights reserved. 26

Market

According to the most recent sugar- ethanol industry survey 
conducted by CONAB (in August of 2007, as mentioned 
above), about 222.0 million metric tons of Brazilian 
sugarcane to be cut during the 2007/2008 harvest will be 
channeled for the production of 30.0 million metric tons of 
sugar.

The following chart shows the evolution of Brazilian sugar 
production, in millions of metric tons:

Brazilian Sugar Production

In Brazil, 29.8 million metric tons of sugar were produced in 
the 2006/2007 harvest year, up 14.9% in relation to 
2005/2006. The Central/Southern region accounted for 
86.2% of total Brazilian sugar output, with the 
Northern/Northeastern region accounting for the remaining 
13.8% of the nation’s sugar production.

Brazilian Sugarcane Production

The second survey of the nation’s sugarcane harvest and 
its destinations (sugar, ethanol and other byproducts), 
conducted by the National Supply Company (CONAB -
Companhia Nacional de Abastecimento) in August of 2007, 
estimates that Brazil should produce around 473.2 million 
metric tons of sugarcane in the 2007/2008 harvest-year.

Between 1995 and 2007, Brazil produced an average of 
324 million metric tons of sugarcane per year. According to 
the association cited earlier (UNICA), Brazilian sugarcane 
production for the 2006/2007 harvest year reached 426 
million metric tons, representing growth of 10.2% in relation 
to the 2005/2006 harvest year. Out of the total sugarcane 
production for the 2006/2007 harvest year, the 
Central/Southern region accounted for around 87.5%, with 
the remaining 12.5% produced in the 
Northern/Northeastern region, as can be see in the 
following graph:
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Brazilian Sugar Production (continued)

According to UNICA data, in 2006 Brazil exported 18.9 
million metric tons of sugar. From January through June of 
2007, it exported 8.4 million metric tons, equivalent to 
21.1% more than the same period last year. 
Of the total amount of sugar exported from Brazil in the 
past three years, roughly 70% has been shipped out 
through the Port of Santos, which has been increasing its 
share of Brazilian sugar exports in recent years, as can be 
seen in the following graph:

As regards the countries to which Brazilian sugar exports 
are sent, the leading importers are Russia, the United Arab 
Emirates (UAE), Iran, Nigeria and Malaysia. This is 
because Brazilian exports of this commodity have low 
market penetration in the United States, the European 
Union and Japan, owing to protectionist barriers that can 
reach as high as 400%.

Ethanol Production

In the past 10 harvest years, the Brazilian sugar and 
ethanol industry turned out an average of 14.1 million cubic 
meters of ethanol per year. 

As shown in the bar chart appearing below, production 
ethanol production in the 2006/2007 harvest year was 17.8 
million cubic meters, up no less than 11.5% in relation to 
the previous harvest year. Out of the total ethanol 
production in the 2006/2007 harvest year, 90.4% came 
from the Central/Southern region.
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Ethanol Production (continued)

The second harvest survey conducted of the sugar and 
ethanol industry conducted by CONAB in August 2007, 
around 21.3 million cubic meters of ethanol will be 
produced in the 2007/2008 harvest year. Out of this total, 
40.3% should be anhydrous ethanol, 59.6% de hydrated 
ethanol and 0.1% neutral ethanol. The Central/Southern 
Region will account for 90.7% of total Brazilian ethanol 
production, according to CONAB. 

While Brazil is only the world’s second largest ethanol
producer, it is the leading exporter. According to report 
issued by market analysts, world ethanol exports have 
grown by an average of 25% per year between 2002 and 
2006, reaching around 8 million cubic meters of ethanol in 
2006. 

According to the Brazilian Foreign Trade Secretariat 
(Secex), during the months from April to July of 2007, some 
1.2 million cubic meters of ethanol, were shipped out of the 
country, representing growth of 22% in relation to the same 
period the previous year. Expansion of ethanol production 
has been considerably strengthened by the rising use of 
dual-fuel vehicles and an increase in exports too. Further 
according to reports issued by market analysts, in 2007 
around 84.4% of the Brazilian fleet of vehicles being 
licensed for the first time was comprised of dual-fuel 
vehicles.
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Price – Sugar on the International Market

Profitability in the sugar industry is chiefly affected by the 
fluctuations in the international price for raw sugar and the 
exchange rate. The international price is determined based 
on the New York Board of Trade Futures Contract No 11, or 
“NY11”. Refined sugar is traded at a premium above the 
price for raw sugar. Prices are affected by the current 
situation and future outlook regarding the supply and 
demand for sugar and its substitutes. 

Supply is affected by weather conditions, government trade 
policies and quantities planted. Demand is affected by the 
growth in world consumption for sugar and the prices for 
sugar and substitute products. 

* NY11 sugar – daily closing prices.

* Daily prices.

Price – Sugar on the Domestic Market

The following graph shows the evolution of the price of 
crystal sugar on the Brazilian domestic market:
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0

3

6

9

12

15

18

21

Jan-94 Jan-95 Jan-96 Jan-97 Jan-98 Jan-99 Jan-00 Jan-01 Jan-02 Jan-03 Jan-04 Jan-05 Jan-06 Jan-07

C
en

ts
/lb

Source: NYBOT

Development of Crystal Sugar Price* 

0

10

20

30

40

50

60

May-97 May-98 May-99 May-00 May-01 May-02 May-03 May-04 May-05 May-06 May-07

in
 R

$/
50

 k
g 

ba
g

Source: CEPEA/ESALQ



© 2007 Deloitte Touche Tohmatsu. All rights reserved. 30

Market

Price – Ethanol on the Domestic Market

Ethanol operations are affected by the domestic and 
international markets, by the competition, governmental 
policies and regulations and demand on the market for 
ethanol as an alternative source of fuel (or added in a 
mixture with gasoline in dual-fuel vehicles). The prices 
charged are referenced to the indices published by the Luiz 
de Queiroz Advanced School of Agriculture - ESALQ and 
by the Brazilian Commodities and Futures Exchange 
(BM&F). 

The following graph shows the evolution of the price of 
ethanol on the internal market:

* Daily prices.

Price – Ethanol on the International Market

Operations in the ethanol industry are affected by the 
international and domestic prices for ethanol, gasoline and 
sugar, as well as by the competition, governmental policies 
and also by the demand for ethanol as an alternative or 
additive fuel to gasoline.

Cosan S.A.’s sale prices on the international market are 
based on international prices, including the futures contract 
recently launched on the New York Futures Market. Prices 
of the industrial and bottle ethanol sold by Cosan S.A. are 
also based on the market prices and have historically been 
higher than the prices for fuel ethanol.
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Methodologies Adopted

Introduction
According to CVM Instruction No. 361, dated March 5, 
2002, Section 8, Paragraph 3, which sets forth the 
procedures to be applied for exchange offers, the appraisal 
report is to indicate the appraisal criteria and comparison 
elements adopted, as well as – at a minimum and on a 
cumulative basis – the following items:

1. Weighted average quotation price of the Company’s 
shares at the stock exchange or over-the-counter 
market, specifying the share price by kind and class: 
(i) in the past twelve (12) months immediately prior to 
the disclosure of the relevant fact; and (ii) between the 
date of disclosure of the relevant fact and the 
appraisal report date.

2. Book value per share as verified in the last periodical 
information sent to the CVM.

3. The economic value per share, calculated on a 
discounted cash flow basis or on a multiple basis, as 
may be regarded as the most appropriate method for 
the case, in order to appraise it properly.

4. Value according to the appraisal criteria adopted by 
the offering party for the purposes of defining a fair 
price, as the case should be, and provided that it is not 
included in the previous items.

The parameters described are based on distinct methods 
and criteria, as they consider different aspects such as 
prospects for future profitability growth given macro-
economic and industry expectations, historical results and 
accounting figures, as well as individual perceptions of 
capital market investors. Therefore, the results verified may 
or may not differ to a significant degree.
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Documents Received
In the process of performing our appraisal work, we based 
our estimates on documents and information mainly 
supplied by the management of Cosan S.A., including 
among others, the following:

• Business Plan of Cosan S.A. for harvest years 
2007/2008 through 2016/2017, as prepared by 
management.

• Standardized Financial Statements (DFP) of Cosan S.A. 
as of April 30, 2006 and April 30, 2007, audited by Ernst 
& Young Auditores Independentes S.S.

• Interim Financial Statements (ITR) of Cosan S.A. as of 
October 31, 2007 and October 31, 2006, with Limited 
Review by Ernst & Young Auditores Independentes S.S.

• Consolidated interim analytical balance sheet of Cosan 
S.A. as of October 31, 2007.

• Quarterly Financial Letter relating to the Interim Financial 
Statements (ITR) of Cosan S.A. as of October 31, 2007 
and 2006.

• Presentation made at the Meeting with Investors & 
Analysts – APIMEC-SP held September 21, 2007.

• Definitive Prospectus for First Public Distribution of 
Certified Certificates of Deposit for Class A Common 
Shares issued by Cosan Limited on August 16, 2007.

Besides using the documents mentioned, we also used 
information and other documents available on the 
Company’s website and further conducted meetings with 
the management of Cosan S.A. in order to obtain 
information that might allow us to enhance our 
understanding of its operating process and the market in 
which it operates. 
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Cosan S.A.Methodologies Adopted

1. Stock Market Quotation
The following charts show the volumes and average 
monthly quotation figures of Cosan S.A. shares for the 
mentioned period:

The performance of the shares of Cosan S.A. for the 12 
months prior to the disclosure of the Relevant Fact on June 
25, 2007 through the date of this Appraisal Report is as 
shown below:

Source: Bloomberg. Source: Bloomberg.
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Traded Volume Average
Period Shares (R$ thousand) Price (R$)

25/06/06 a 24/07/06 16,391,100             769,733           46.96        
25/07/06 a 24/08/06 19,825,500             841,924           42.47        
25/08/06 a 24/09/06 13,574,800             489,093           36.03        
25/09/06 a 24/10/06 21,244,700             715,525           33.68        
25/10/06 a 24/11/06 11,934,700             448,717           37.60        
25/11/06 a 24/12/06 21,140,300             854,042           40.40        
25/12/06 a 24/01/07 18,317,500             774,134           42.26        
25/01/07 a 24/02/07 25,358,000             1,016,205        40.07        
25/02/07 a 24/03/07 16,225,600             621,535           38.31        
25/03/07 a 24/04/07 17,091,400             684,683           40.06        
25/04/07 a 24/05/07 13,486,900             553,609           41.05        
25/05/07 a 24/06/07 40,526,200             1,515,666        37.40        

Average 06/25/2006 to 06/24/2007 235,116,700           9,284,866        39.49        
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1. Stock Market Quotation (continued)

Source: Bloomberg.

Cosan S.A.

The performance of shares Cosan S.A. after November 19, 
when the share issue was announced, through the date of 
this Appraisal Report is as follows:

The performance of shares Cosan S.A. from the date 
subsequent to the disclosure of Relevant Fact on June 25, 
2007, through the date of this Appraisal Report, is as shown 
below:

Source: Bloomberg.

Traded Volume Average
Period Shares (R$ thousand) Price (R$)

06/25/07 to 07/24/07 29,084,300               946,458           32.54        
07/25/07 to 08/24/07 31,700,600               874,668           27.59        
08/25/07 to 09/24/07 31,107,200               730,135           23.47        
09/25/07 to 10/24/07 22,498,400               596,836           26.53        
10/25/07 to 11/24/07 20,882,100               510,425           24.44        
11/25/07 to 12/19/07 18,459,100               381,533           20.67        

Average 06/25 to 12/19/2007 153,731,700             4,040,055        26.28        

Traded Volume Average
Period Shares (R$ thousand) Price (R$)

Average 11/20 to 12/19/2007 22,188,400             458,515           20.66        

Average Share Price

-

5.00

10.00

15.00

20.00

25.00

30.00

35.00

40.00

6/25/07 7/25/07 8/25/07 9/25/07 10/25/07 11/25/07

R
ea

is
 (R

$)

26.28

Average Share Price

-

5.00

10.00

15.00

20.00

25.00

30.00

35.00

40.00

11/21/07 11/26/07 12/1/07 12/6/07 12/11/07 12/16/07

R
ea

is
 (R

$)

20.66



© 2007 Deloitte Touche Tohmatsu. All rights reserved. 36

Cosan S.A.Methodologies Adopted

2. Proforma Book Value per Share Based on the Interim Financial Statements as of October 31, 2007, 
Adjusted to Reflect the Effect of Subsequent Issue of Shares

Source: Interim Financial Statements as of October 30, 2007, with limited 
review of Cosan S.A. financial statements by Ernst & Young Auditores 
Independentes S.S.

The Book Value per Share was calculated based on the proforma
Shareholders’ Equity divided by 272,548,032 shares.

Proforma Shareholders’ Equity

Shareholders’ Equity – 10/31/2007 (R$ thousand) 1.659.889       

Stock Option Plan - 11/19/2007 (R$ thousand) 5.639                

Issuance of Common Shares (R$ thousand) 1.736.700         

Stock Option Plan - 12/11/2007 (R$ thousand) 237                   

Proforma Shareholders’ Equity (R$ thousand) 3.402.465         

Proforma Book Value per Share (R$ / share) 12,48                

R$ thousand

  
Assets 10/31/2007

. Cash and Cash Equivalents 141.591             

. Trade Accounts Receivable 107.296             

. Inventories 1.194.841          

. Advances to Suppliers 304.492             

. Receivables from Related Parties -                    

. Deferred Income Tax & Social Contribution 24.236               

. Derivative Financial Instruments 3.554                 

. Other Credits 75.076               

Current Assets 1.851.086          

. Financial Applications -                    

. Receivables from Related Parties 11                      

. National Treasury Certificates 135.886             

. Deferred Income Tax & Social Contribution 277.065             

. Indemnity Suits 331.426             

. Other Credits 105.752             

Long-Term Assets 850.140             

. Investments 13.872               

. Property, Plant & Equipment 2.070.286          

. Deferred Charges 1.093.802          

Permanent Assets 3.177.960          

Total Assets 5.879.186          

R$ thousand

  
Liabilities 10/31/2007

. Trade Accounts Payable 373.295              

. Loans and Financing 105.072              

. Salaries and Wages Payable 113.423              

. Taxes and Contributions 101.037              

. Advances from Customers 28.663                

. Promissory Notes -                      

. Payables to Related Parties -                      

. Deferred Income Tax & Social Contribution without Revaluation Reserve 5.486                  

. Dividends Payable 34                       

. Derivative Financial Instruments 31.184                

. Other Obligations 12.283                

Current Liabilities 770.477              

. Loans and Financing 2.178.807           

. Taxes and Contributions 344.968              

. Payables to Related Parties -                      

. Advances from Customers 14.533                

. Promissory Notes -                      

. Reserve for Contingencies 757.468              

. Debentures 55.069                

. Deferred Income Tax & Social Contribution without Revaluation Reserve 28.303                

. Other Obligations 50.783                

Long-Term Liabilities 3.429.931           

Minority Interest 18.889                

. Capital Social Realizado 1.192.692           

. Reservas de Reavaliação 194.736              

. Reserva de Lucro 243.303              

. Lucro/ (prejuízos) acumulados 13.935                

Shareholder's Equity 1.659.889           

Total Liabilities and Shareholder's Equity 5.879.186           



© 2007 Deloitte Touche Tohmatsu. All rights reserved. 37

Cosan S.A.Methodologies Adopted

3. Discounted Cash Flow
In estimating the economic value of Cosan S.A., we based 
our work on the concept of fair market value, which is 
generally defined as the price (expressed in currency of 
constant purchasing power) that could be obtained on a 
market that is open and has no restrictions, between 
informed and prudent parties acting with independence and 
under no obligation, and without considering any special 
benefit for any potential investor.

In estimating the share value based on the prospects for 
the future profitability of Cosan S.A., represented by its fair 
market value, we adopted the Discounted Cash Flow (DCF) 
appraisal methodology.

The Discounted Cash Flow Methodology is presented 
below:
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General Assumptions

Cosan S.A.Methodologies Adopted

• The financial projections are shown in nominal terms, 
that is, they contain the inflation estimated during the 
projection period and are translated in thousands of 
Reais (R$ thousands), except when another unit is 
otherwise indicated.

• The base date for the appraisal is October 31, 2007. 
The projections of Cosan S.A.’s operations include the 
period from November 1, 2007 to April 30, 2017 (end of 
harvest year 2016/2017).

• The assumptions used in this study were based on the 
Business Plan prepared by Cosan S.A.'s management 
for the period from 2007/2008 to 2016/2017.

• Perpetuity figures have been calculated based on 
Gordon’s growth model. The projected cash flow for 
harvest year 2016/2017 has been adjusted with respect 
to income tax and social contribution owing to 
expectations for reduction in depreciation expenses 
and considers a perpetual growth rate estimated at 
4.0% in nominal Brazilian reais (R$), equivalent to the 
projected long-term inflation.

• To calculate the present value,  the half-rate approach 
was used, assuming that the Company’s cash flow is 
generated evenly throughout the year.

• The main macroeconomic assumptions adopted in the 
business plan are as follows:

3. Discounted Cash Flow (continued)

Harvest year 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17
Basis for

Perpetuity
Macroeconomic Assumptions
IGP-M (1) 4,92% 4,13% 4,05% 4,01% 4,00% 4,00% 4,00% 4,00% 4,00% 4,00% 4,00%
CPI - Consumer Price Index (2) 2,40% 2,07% 2,27% 2,40% 2,47% 2,61% 2,61% 2,61% 2,61% 2,61% 2,61%
Exchange rate (R$/US$) (3) 1,94           1,88           1,97           2,01           2,06           2,12           2,15           2,18           2,21           2,24           2,24                   
Source: Focus Report by Central Bank of Brazil of 12/07/2007, The Economist, Nov/2007 and Deloitte analyses.
(1) Central Bank's projection until 2011. After this period, the indicator projected for 2011 was held constant.
(2) Projections from The Economist "Country Forecast Brazil" Report, Nov/2007, through 2012, adjusted for the harvest years. After this period, na indicator of 2,61% p.y., based on Deloitte’s judgement and analysis.
(3) Central Bank of Brazil's projections for the average exchange rate until 2010/11, adjusted for the harvest years. After this period, the difference between the Brazilian and American inflation (purchasing power parity)
was maintained.
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Production Capacity

Cosan S.A.Methodologies Adopted

The Company’s management projects investments for the 
expansion of 10,600 thousand tons in the following units: 
Gasa (2,600 thousand), Mundial (2,000 thousand), 
Destivale (1,900 thousand), Gasa II (1,800 thousand), 
Bonfim (1,000 thousand), Univalem (500 thousand), 
Ipaussu (500 thousand), and Junqueira (300 thousand).

In addition, the Company is making investments in three 
new units (greenfield) located in the State of Goiás, totally 
intended for the exportation of ethanol. The total milling 
capacity will be of 10 million tons of sugarcane per year, or 
900 thousand cubic meters per year, with projections for 
beginning ethanol production in 2009/2010.

3. Discounted Cash Flow (continued)
Volume of Sugarcane

In the projection of the harvest area gradual increases were 
considered from the harvest year 2007/2008 to 2012/2013, 
when 458,826 hectares are reached, an area which is kept 
in similar levels for the remaining harvest years projected.

The average yield presented in the Company’s Business 
Plan is of 90.6 tons of sugarcane per hectare, which vary 
from minimum of 86.3 tons and 95.0 tons of sugarcane per 
hectare as a maximum:

Development of Sugarcane for Crushing
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Development of Production Capacity
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Volume of Sugar

3. Discounted Cash Flow (continued)

Volume of Ethanol

The co-generation installed capacity is approximately 
140 MW, most of which is generated for purposes of 
providing power to the industrial plants (mills).

Cosan S.A. is investing in co-generation projects involving  
plants in service to meet the demand for 455,520 
MWh/year sold through two auctions sponsored by the 
government in 2005 and 2006, for an average price of 
R$153 per MWh.

Moreover, the Company is forecasting investments in co-
generation in other existing plants with a view to expanding 
generation capacity by 680,000 MWh/year.

The electric power co-generation, which will become 
operational from the harvest year 2008/2009, presents a 
long-term EBITDA margin of approximately 90%, 
considering that no other costs are involved in electric 
power co-generation.

Co-generation

Other Revenues

Other Revenues refers mainly to the performance of port 
services, sale of retail products (jelly, chocolates, etc.) and 
sale of sugarcane seedlings and electric power.

Development of Sugar Sales Volume
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Development of Ethanol Sales Volume

0,0%
7,0% 1,0%1,0%1,1%

1,6%
12,9%

16,9%17,8%

31,2%

14,1%

-

500

1.000

1.500

2.000

2.500

3.000

3.500

2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 BFP

% Grow th

Th
ou

sa
nd

 o
f c

ub
ic

 m
et

er
s

Source: Business Plan



© 2007 Deloitte Touche Tohmatsu. All rights reserved. 41

Furthermore, given that sugar prices in Brazil are determined 
by international prices, there is a tight connection between 
the price of Brazilian ethanol and the price of sugar on the 
international market.

The chart below shows a summary of the prices projected for 
the distinct products used in preparing this Appraisal Report:

Cosan S.A.Methodologies Adopted

The price for VHP sugar (NY11) has been projected for the 
period of harvest years 2007/2008 through 2011/2012. As 
from harvest year 2012/2013, the price has been restated 
for U.S. inflation. The prices for VHP sugar quoted on the 
international market are affected by the current market 
situation and future outlook regarding the supply and 
demand for sugar and its substitutes. The expectations of 
prices are based on Deloitte’s sugar and ethanol industry 
analysts and have been converted into Reais according to 
the average exchange rate estimated over the course of the 
projection period.

In general, the price of ethanol is directly associated with 
the price of sugar and, moreover, is further becoming 
heavily correlated to the price of oil. The correlation 
between the prices of sugar and ethanol is explained by the 
fact that a huge portion of such products come from mills 
that manage to alter a portion of their production between 
sugar and ethanol, depending on the variations in the 
market prices for sugar and ethanol.

3. Discounted Cash Flow (continued)

Prices

Harvest year 2007/08 2008/09 2009/10 2010/11 2011/12

VHP Sugar Price
(US$ cents/lb)

Source:  VHP sugar prices were based on expectations of Deloitte’s sugar and alcohol industry analysts.
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3. Discounted Cash Flow (continued)

The segregated revenues from sugar and ethanol in the 
domestic and foreign markets are presented in the chart 
below:

Net Operating Revenues Sugar and ethanol Domestic and Foreign Markets

Net operating revenues resulting from the assumptions of 
Product Volume and Prices, as mentioned, is shown in the 
chart below:
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Development of Net Operating Revenues from Sugar and Ethanol in the 
Domestic and International Markets
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The chart below shows the projected cost of products sold:

3. Discounted Cash Flow (continued)

Cost of Products Sold

The structure of the Company's costs can be segregated 
between costs related to the prices of products sold by the 
Company and those costs that are not related to such 
prices. Two of the main components of the costs, raw 
materials and land leasing/partnerships, are related to 
prices.

The Company’s management estimates agricultural and 
industrial gains as a result of expansions and startup of the 
greenfields (Goiás), the productivity of which is higher than 
the former plants in operation.

Other costs refer mainly to the performance of port 
services, sale of retail products (jelly, chocolates, etc.), 
resale of diesel oil to service providers, and sale of 
sugarcane seedlings.
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The increase in the EBITDA margin during the projection 
period is a result of a higher VHP sugar price, improved 
agricultural and industrial yields and industrial productivity 
resulting from expansions and startup of greenfield projects 
and electric power co-generation.

3. Discounted Cash Flow (continued)

EBITDA

The new mills in State of Goiás are expected to increase 
the average transportation costs. Expenditures have also 
been estimated for administrative structure to support the 
projected expansion plans slated in the Business Plan of 
Cosan S.A. However, considering the gain generated by 
the rise in volume, a reduction in operating expenses in 
relation to net revenue has been projected. 

Operating Expenses
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Other Assumptions

Depreciation and Amortization

The projected depreciation of fixed assets as of the base 
date is calculated in accordance with prevailing laws. 

New investments in replacement, expansion, greenfield, 
and co-generation are depreciated at an average annual 
rate of 10%.

Pursuant to legislation in force, expenses relating to 
formation of crops (planting) are amortized at an annual 
rate of 20%, while expenses relating to maintenance of off-
season crops are amortized at a rate of 100% of 
investments from the previous year.

Working Capital

The components of the working capital were projected on 
an individual basis, based on the historical behavior and the 
suitability to the levels of the projected activities.

Income tax and social contribution on net income were 
calculated in accordance with the legislation in force at the 
date when this Appraisal Report was issued, by applying 
the tax rates listed as follows:

The 10% income tax surcharge is only applied to the 
portion of the profits exceeding R$240 thousand a year.

Tax Losses and Negative Results for Social 
Contribution purposes

The calculation of direct taxes considered the balance of 
tax credits (tax losses subject to offset against income tax 
and negative results for social contribution purposes), in the 
amounts of R$219.083 thousand and R$219.185 thousand, 
respectively, as of October 31, 2007.

3. Discounted Cash Flow (continued)

Tax Rate (%)

IR (Income Tax) 15%
IR - Surcharge 10%
CSLL (Social Contribution on Net Income) 9%

Tax Rate (%)

IR (Income Tax) 15%
IR - Surcharge 10%
CSLL (Social Contribution on Net Income) 9%

Income Tax and Social Contribution
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1. Expansion of current milling capacity of 40.0 million to 
50.6 million tons.

2. Greenfield project, which encompasses investments in 
three mills in the State of Goiás, with projections for a 
total million capacity of 10.0 million tonnes, reaching a 
total of 60.6 million tonnes, and beginning production 
of ethanol for exportation in harvest year 2009/2010, 
reaching 900 thousand cubic meters per year.

3. Investments in additional operating processes with a 
view to increasing productivity from the harvests and 
enhancing efficiency, as well as reducing production 
costs and making investments to increase the level of 
harvest mechanization from the current 28% in 
harvest year 2006/2007 to 79% by harvest year 
2011/2012 (both reflected in replacement 
investments).

4. Investments in electric power co-generation systems 
for sale to the Brazilian distribution network as from 
2009.

The projection of total investments is as follows:

3. Discounted Cash Flow (continued)

Besides replacement of assets, Company management is 
projecting investments in the following areas:

Investments

Notes:

1) Expansion and Greenfield investments do not include planting and off-season crop 
maintenance investments.

2) The basis for perpetuity was calculated based on investments required to maintain 
the Company’s operations.
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3. Discounted Cash Flow (continued)

Discount Rate

The discount rate is composed as follows: Notes:

(a) Represents the return required by an investors for investments in risk-free 
securities. As a risk-free rate parameter the historical arithmetic mean for the last 
24 months as disclosed by the US Government (North American 30-year T-
Bond) was adopted . Source: Bloomberg and Deloitte’s analyses.

(b) Represents the return above the risk-free rate that the investor requires to invest 
(to accept the risk exposure) in the capital market (equity risk premium), due to 
the risk inherent to the investment. As parameter the average premium recorded 
for shares was adopted (valuation and dividends paid) in large American 
companies since 1926. Source: Ibbotson Associates. 

(c) Represents the risk measure of the company or industry under analysis. The 
beta was obtained by calculating the arithmetic mean of releveraged betas of 
companies operating in the same industry as Cosan, eliminating from the sample 
companies with releveraged betas outside the interval between the mean plus or 
minus one standard deviation. The betas considered were unleveraged based on 
each company’s capital structure and IR rate, and, then releveraged based on 
the industry’s capital structure (see note (e) below) and on a 34% IR/CS rate. 
Source: Bloomberg and Deloitte’s analyses.

(d) Represents the total additional interest (premium) required by an institutional 
investor to invest in Brazil (country risk premium). As a parameter the historical 
arithmetic mean of spread in the last 12 months applied to Brazilian and 
American government securities in a comparable period was adopted. Source: 
Bloomberg and Deloitte’s analyses.

(e) The financial leverage was calculated considering the same comparable 
companies used in the beta calculation (see flowchart on page 48). The 
arithmetic mean of the debt/equity ratio resulted in the following structure:  80% -
own capital and 20% - third parties’ capital. Source: Bloomberg and Deloitte’s 
analyses.

(f) The cost of third parties’ capital is calculated using the marginal cost of Cosan 
S.A., i.e., 8.25% p.y., net of IR/CS (income and social contribution taxes). 
Source: Cosan S.A. management.

(g) Represents a difference between the long-term annual inflation rate in Brazil 
(4.00%) and in the United States (2.61%). The American inflation rate was 
determined using the built-in expectation of inflation in long-term securities (North 
American 30-year T- Bond) of the United States, whose yield is indexed to the 
Consumer Price Index (CPI). Source: EIU.

Cosan S.A.

Formula

WACC =  Ke* (E/E+D) + Kd * (1-tax) * (D/D+E)

Ke = rf + β*(ERP) + CRP

Weighed Average Cost of Capital (WACC) Notes

Cost of Equity (ke)

Risk-free rate (Rrf) 4.92% (a)
Market premium (ERP) 7.10% (b)
Beta (β) 0.75 (c)
Country risk  (CRP) 1.69% (d)
Cost of own equity (ke) 11.94%

Own capital share (E) 80% (e)

Cost of debt (Kd) 5.45% (f)

Third parties' capital share (D) 20% (e)

Nominal WACC in US$ 10.64%

Difference between Brazilian and American inflation rate 1.36% (g)

Nominal WACC in R$ 12.14%
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Capital Structure

The companies included in the capital structure calculation 
are listed in the chart below:

Beta

The companies included in the beta calculation are listed in 
the chart below:

3. Discounted Cash Flow (continued)

(a) (b) (c) (d) (e) (f)

Company

Market
Value in

Local
Currency

Current
Indebtedness

Noncurrent
Indebtedness

Cash and
Cash

Equivalents
Third Parties’  

Capital 
Third Parties’  

Capital Industry
Illovo Sugar Limited 8.024               134                1.577               974                  738                   8% Sugar-ethanol
Agrana Beteiligungs AG 1.025               265                290                  104                  450                   31% Sugar-ethanol
Cosan SA Industria e Comercio 5.104               117                2.646               816                  1.946                28% Sugar-ethanol
Archer Daniels Midland Company 23.052             2.590             4.733               1.121               6.202                21% Agribusiness, consumer goods
Verasun Energy 1.249               -                 657                  414                  242                   16% Sugar-ethanol
CSR Limited 3.161               4                    498                  53                    449                   12% Sugar-ethanol
Suedzucker AG 2.967               327                2.153               803                  1.677                36% Sugar-ethanol
Bunge Limited 13.919             1.635             3.480               845                  4.270                23% Agribusiness, consumer goods
Corn Products International, Inc. 3.184               85                  535                  157                  463                  13% Agribusiness, consumer goods
Arithmetic Mean 20%
Source: Bloomberg

Formulas:

Third parties’ capital: (e) = (b) + (c) - (d)
Third parties’ capital share: (f) = (e) / [(a) + (e)]

(h) (i) (j) (k) (l)

Company
Capital terceiros/ capital 

próprio
Beta

(Local)
Taxa de IR

da Empresa
Beta

Desalavancado
Beta

Realavancado
Illovo Sugar Limited 9,2% 0,43             34,0% 0,41                             0,48                           
Agrana Beteiligungs AG 44,0% 0,43             19,7% 0,32                             0,38                           
Cosan SA Industria e Comercio 38,1% 1,57             38,9% 1,27                             1,51                           
Archer Daniels Midland Company 26,9% 0,84             30,3% 0,71                             0,84                           
Verasun Energy 19,4% 0,86             41,4% 0,77                             0,92                           
CSR Limited 14,2% 0,54             19,4% 0,48                             0,57                           
Suedzucker AG 56,5% 0,60             16,7% 0,41                             0,48                           
Bunge Limited 30,7% 0,77             27,1% 0,63                             0,75                           
Corn Products International, Inc. 14,5% 0,82           34,8% 0,75                           0,89                         
Arithmetic Mean 28,2% (g) 0,58           27,0% 0,64                           0,75                         
Source: Bloomberg

Formulas:

Third parties’ capital / Own capital: (h) = (f) / [1 - (f)]
Unleveraged Beta: (k) = (i) / [1 + {1-(j)} * (h)]
Releveraged Beta: (l) = (k) * [1 + {1 - 34%} * (g)]
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3. Discounted Cash Flow (continued)

Projected Income Statement R$ thousand

(*) Perpetual Cost of Products Sold (CPS): The CPS for the last harvest year (2016/2017) was adjusted in the amount of R$ 242,698 thousand so as to reflect a decrease in depreciation 
expenses to the investment level considered in the basis for perpetuity of R$ 705,077 thousand.

(**) Perpetual IR/CS: IR/CS for the last harvest year (2016/2017) was adjusted to reflect a gradual decrease (5 years) in depreciation expenses as mentioned in note (*) above. Accordingly, 
IR/CS expenses increased by R$71,518 thousand, totaling R$706,489 thousand.

. 

Projected
2007/08 (6M) 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17

Net Operating Revenues 1.452.800            2.878.375         3.537.034         4.404.462         5.373.175         6.062.447         6.379.605         6.692.795         7.020.790         7.365.323         7.365.323              
. Growth % n.d. 7,7% 22,9% 24,5% 22,0% 12,8% 5,2% 4,9% 4,9% 4,9% n.a.

Cost of Products Sold (*) (1.097.150)           (2.279.747)        (2.717.724)        (3.167.950)        (3.649.675)        (4.042.469)        (4.235.509)        (4.365.167)        (4.513.190)        (4.665.080)        (4.422.382)             
 . Cost of Products Sold/Net Revenue -75,5% -79,2% -76,8% -71,9% -67,9% -66,7% -66,4% -65,2% -64,3% -63,3% -60,0%

Gross Profit 355.650               598.628            819.310            1.236.512         1.723.500         2.019.978         2.144.096         2.327.628         2.507.600         2.700.243         2.942.941              
 . Gross Profit/Net Revenue 24,5% 20,8% 23,2% 28,1% 32,1% 33,3% 33,6% 34,8% 35,7% 36,7% 40,0%

Operating Expenses (235.319)              (506.416)           (567.731)           (623.829)           (679.170)           (722.110)           (750.670)           (777.764)           (805.735)           (834.745)           (834.745)                
 . Operating Expenses / Net Revenue -16,2% -17,6% -16,1% -14,2% -12,6% -11,9% -11,8% -11,6% -11,5% -11,3% -11,3%

EBIT 120.331               92.212              251.579            612.683            1.044.330         1.297.867         1.393.426         1.549.864         1.701.865         1.865.498         2.108.196              
 . EBIT Margin (EBIT /Net Revenue) 8,3% 3,2% 7,1% 13,9% 19,4% 21,4% 21,8% 23,2% 24,2% 25,3% 28,6%

 . Goodwill Amortization (83.224)                (139.791)           (129.570)           (119.325)           (115.897)           (115.301)           (115.301)           (115.256)           (87.944)             -                    -                         

Profit / (Loss) Before Income Tax 37.107                (47.579)           122.009          493.358          928.433          1.182.566         1.278.125       1.434.608       1.613.921       1.865.498       2.108.196            
 . Operating Margin (Profit Before Income Tax/Net Revenue) 2,6% -1,7% 3,4% 11,2% 17,3% 19,5% 20,0% 21,4% 23,0% 25,3% 28,6%

. Income Tax and Social Contribution (**) (9.991)                  -                    (31.350)             (119.730)           (299.190)           (402.774)           (435.264)           (488.468)           (549.435)           (634.971)           (706.489)                
. % Income Tax and Social Contribution 26,9% -                    25,7% 24,3% 32,2% 34,1% 34,1% 34,0% 34,0% 34,0% 33,5%

Net Income / (Loss) 27.116                 (47.579)             90.659              373.628            629.243            779.792            842.861            946.140            1.064.486         1.230.527         1.401.707              
 . Net Margin (Net Income/Net Revenue) 1,9% -1,7% 2,6% 8,5% 11,7% 12,9% 13,2% 14,1% 15,2% 16,7% 19,0%

Basis for
PerpetuityIncome Statement 

2007/08 (6M) 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17
Basis for

Perpetuity

EBIT 120.331               92.212              251.579            612.683            1.044.330         1.297.867         1.393.426         1.549.864         1.701.865         1.865.498         2.108.196              
 . EBIT Margin (EBIT /Net Revenue) 8,3% 3,2% 7,1% 13,9% 19,4% 21,4% 21,8% 23,2% 24,2% 25,3% 28,6%

. Depreciation and Amortization 42.622 392.567 567.096 692.208 792.359 854.042 871.917 883.253 917.637 947.775 705.077

EBITDA 162.953               484.779            818.675            1.304.890         1.836.689         2.151.910         2.265.343         2.433.117         2.619.502         2.813.273         2.813.273              
 . EBITDA Margin (EBITDA /Net Revenue) 11,2% 16,8% 23,1% 29,6% 34,2% 35,5% 35,5% 36,4% 37,3% 38,2% 38,2%

Ebitda
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(*) The discount rate was calculated at 12.14% p.y., in nominal Brazilian reais, using the half-rate approach, that is, considering the cash flow generated in the middle of each projected 
period.

(**) Formula: Perpetuity = Basis for Perpetuity * (1+G) / (WACC - G), where Basis for Perpetuity = R$1.359.436 mil, WACC = 12,14% e G = 4%.

The ratio between the perpetual reinvestment and growth rates (G) is presented on page 60 of this report.

(***) A breakdown of the economic adjustments performed may be found on page 51 of this report.

3. Discounted Cash Flow (continued)
Results of Appraisal by the Discounted Cash Flow Method R$ thousand

1

2007/08 (6M) 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17
Basis for

Perpetuity

Net Income/(Loss) for the Year 27.116 (47.579) 90.659 373.628 629.243 779.792 842.861 946.140 1.064.486 1.230.527 # 1.401.707

. Depreciation and Amortization 42.622 392.567 567.096 692.208 792.359 854.042 871.917 883.253 917.637 947.775 # 705.077

. Goodwill amortization 83.224 139.791 129.570 119.325 115.897 115.301 115.301 115.256 87.944 -                    -                         
 . Working capital variation 555.879 (119.533) (116.724) (113.139) (128.642) (102.982) (39.877) (36.256) (39.925) (42.271) # (42.271)
 . Investiments (942.308) (1.484.241) (1.036.724) (803.282) (717.056) (622.995) (642.205) (662.031) (683.032) (705.077) # (705.077)

Cash Flow (233.466) (1.118.995) (366.124) 268.740 691.801 1.023.159 1.147.997 1.246.362 1.347.111 1.430.954 # 1.359.436

Discount Rate  (*) ==> 0,9718                        0,8917                     0,7952                     0,7091                     0,6323                     0,5638                     0,5028                     0,4484                     0,3998                     0,3565                     0,3565                          

Cash Flow at Present Value (226.872) (997.836) (291.132) 190.557 437.427 576.898 577.202 558.808 538.583 510.159 # 484.662

Cash Flow at Present Value 1.873.794          Múltiplo Implícito Múltiplo Implícito
(+) Perpetuity (**) 6.190.605 EBITDA '07 Net Sales '07 No. de Ações Valor por Ação

Cosan S.A. Operational Flow 8.064.399          12,44                2,48                  
Economic Adjustments  (***) (2.688.836)           

Economic Value of 100% of Shares in Cosan S.A. 5.375.563          8,29                  1,65                  188.886.360     28,46                  
Economic Value of Cosan S.A. Net of Minority Interests 5.314.391          5.881.532         188.886.360     28,14                
Total Number of Shares Cosan S.A. as of October 31, 2007 188.886.360        
Economic Value of Cosan S.A. on 10/31/2007(R$/share) 28,14                 

Stock Option Plan on 11/19/2007 (shares) 922.947               
Share Issue on 12/05/2007 (shares) 82.700.000          
Stock Option Plan on 12/11/2007 (shares) 38.725                 
Total Number of Shares in Cosan S.A. after 12/11/2007 (shares) 272.548.032        

Capital Contribution - Stock Option Plan (R$ thousand) 5.876                 

Capital Contribution - Share Issue on 12/05/2007 (R$ thousand) 1.736.700          

Economic Value of Cosan S.A. after 12/11/2007 (R$ thousand) 7.056.966          

Economic Value of Cosan S.A. after 12/11/2007 (R$/Share) 25,89                 

Discounted Cash Flow 
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The breakdown of the economic adjustments, including 
non-operating assets and liabilities, added or deducted (as 
the case may be) from the economic value of Cosan S.A. is 
as follows:

3. Discounted Cash Flow (continued)

Economic Adjustments

(1) Taxes Payable in Installments refer to Tax Debt Refinancing Programs (REFIS 
and PAES) and other special installment plans for payment of INSS, ICMS, ISS 
and FGTS. Amounts considered comprise of current and noncurrent taxes totaling 
R$36,766 thousand and R$344,968 thousand, respectively, as detailed in note 13 
of the Interim Financial Statements as of October 31, 2007. Taxes were projected 
with the respective adjustments, considering their respective amortization periods, 
and were calculated at present value at a discount rate of 12.14% p.y.

(2) Refers to adjustments in accounts Deferred Income Tax & Social Contribution, 
Debentures Payable, Other Credits, Other Current Obligations and Other 
Noncurrent Obligations.

(3) As detailed in note 6 of the Interim Financial Statements as of October 31, 2007, 
margin deposits, in the amount of R$ 3,104 thousand, net of income and social 
contribution taxes payable on the amount of R$21,607 thousand, which 
corresponds to unrealized gains from Derivative Financial Instruments.

(4) As mentioned in note 22 of the Interim Financial Statements as of October 31, 
2007.

Notes:Economic Adjustments R$ thousands

(+) Cash and Cash Equivalents 141,591            
(+) Treasury Certificates 135,886            
(+) Indemnity Suits 331,426            
(+) Investments 13,872              
(-) Loans and Financing (2,283,879)        
(-) Dividends Payable (34)                    
(-) Reserve for Contingencies (757,468)         
(-) Debentures Payable (55,069)             
(-) Present Value of Taxes Payable in Installments (1) (317,766)           
(-) Other Credits and Obligations, Net (2) 22,417              
(+) Settled Derivatives (3) (4,089)               
(+) Unsetlled Derivatives (4) 84,277              

(=) Total Economic Adjustments (2,688,836)      
Source: Interim Financial Statements as of October 31, 2007.
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Source: Bloomberg

Cosan Ltd.Methodologies Adopted

1. Stock Market Quotation

The following is the performance of the class A shares of 
Cosan Ltd. on the NYSE, converted into R$ at daily rates, 
since the initial launch on August 16, 2007, through the 
issue date of this Appraisal Report.

The following chart shows average monthly trading volumes 
and average prices of the class A shares of Cosan Ltd. on 
the NYSE:

Source: Bloomberg

Average Share Prices
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Traded Volume Average
Period Shares (R$ thousands) Price (R$)

08/16/07to 09/15/07 34,291,500          754,191                   21.99               
09/16/07 to 10/15/07 16,701,600          383,986                   22.99               
10/16/07 to 11/15/07 12,418,125          257,832                   20.76               
11/16/07 to 12/16/07 7,170,500            137,439                   19.17               

12/17/2007 to 12/19/2007 1,507,395            29,112                     19.31               

Average 08/16 to 12/19/2007 72,089,120          1,562,560                21.68               

The following chart shows average monthly trading volumes 
and average prices of the class A shares of Cosan Ltd. on 
the NYSE:

The performance of shares Cosan Ltd. after November 19, 
when the share issue of Cosan S.A. was announced, 
through the date of this Appraisal Report is as follows:
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Average 11/20 a 12/19/2007 4,365,345     83,847             19.21        

Source: Bloomberg

Source: Bloomberg
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Cosan Ltd.

4. Assets Approach

Methodologies Adopted

The Assets Approach is usually employed in appraising 
certain kinds of business, such as real estate companies 
and holding companies, for determining the goodwill of a 
business, and for estimating the value of an undertaking 
which failed to generate positive cash flow, in which case it 
should be liquidated.

The estimation of the fair market value, net of the costs 
related to the disposal of such assets, is carried out in such 
an orderly basis so as to minimize losses and/or accrued 
taxes. In this case, should a business be regarded as a 
developing undertaking or subject to liquidation, all of its 
fixed assets and liabilities are individually appraised and 
subsequently added.

For appraisal of Cosan Ltd., Deloitte Consultores chose the 
Assets Approach, with the investment in Cosan S.A. being 
estimated on a DCF basis. Based on this methodology, 
Cosan Ltd.’s cash investments, after the capital contribution 
on December 5, 2007, were added to the economic value of 
its interest in Cosan S.A. 

The calculation of value per share is shown in the following 
chart: 

The book value of Cosan Ltd. on October 31, 2007 is 
shown in the table below:

2. Book Value

The Discounted Cash Flow Method was not applied to 
Cosan Ltd. since it does not have operations per se that 
would permit generation of operating cash.

3. Discounted Cash Flow 

(*) Represents the equivalent to 51% of shareholders’ equity of Cosan S.A. as of October
31, 2007, in the amount of R$1,659,889 thousand, net of the negative goodwill recorded
on this investment, in the amount of R$70,934 thousand, as disclosed in ITR of Cosan Ltd. 
as of October 31, 2007.

Item Amount

Original Value of Net Cash Investments (R$ thousand) 1.969.939                       
Capital Contribution (1.736.700)                      
Proforma Value of Net Cash Investments 233.239                          

Book Value of the 51.0% Interest in Cosan S.A. 775.609                          
Increase of 14.7% in Cosan Ltd.’s Interest in Cosan. S.A. 1.736.700                       
Book Value of Cosan Ltd.’s 65.7% Interest in Cosan S.A. 2.512.309                       

Book Value of Cosan Ltd. (R$ thousand) 2.745.548                       

Current Number of Shares Cosan Ltd. 208.010.044                   

Book Value of Cosan Ltd. Cosan Ltd. per Share (R$/Share) 13,20                            

Source: Interim Financial Statements  - 10/31/07
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4. Assets Approach (continued)

For comparative purposes, the economic value per share of 
Cosan Ltd. was calculated using the Assets Approach with 
the investment in Cosan S.A. being estimated by the 
average quotation price for the three periods reflected in the 
evaluation of Cosan S.A. The results of this comparative 
analyses are summarized below:

1. Value of Cosan Ltd. of R$35.11 per share, considering 
the average quotation price of R$39.49 per share of 
Cosan S.A. in the 12 months prior to the disclosure of 
the Relevant Fact dated June 25, 2007.

2. Value of Cosan Ltd. of R$23.74 per share, considering 
the average quotation price of R$26.28 per share of 
Cosan S.A. subsequent to the disclosure of the Relevant 
Fact (June 25, 2007) through the date of this Appraisal 
Report.

3. Value of Cosan Ltd. of R$18.91 per share, considering 
the average quotation price of R$20.66 per share of 
Cosan S.A. subsequent to the share issue on November 
19 through the date of this Appraisal Report. 

Cosan Ltd.Methodologies Adopted

If Cosan Ltd.’s remaining cash investments are used to 
increase Cosan S.A.‘s capital, the value of Cosan S.A. and 
Cosan Ltd. would be the following:

The calculation of value per share is shown in the following 
chart: 

Item Amount

Current Number of Shares Cosan Ltd. 208.010.044                   

Number of Shares Cosan S.A. on 12/11/2007 272.548.032                   
Hypothetical Capital Contribution to Cosan Ltda. using Cosan Ltd.’s Remaining Cash Investments 11.106.619                     
Number of Shares in Cosan S.A. if Additional Capital Contribution is Made by Cosan Ltd. 283.654.651                   

Number of Shares in Cosan S.A. Belonging to Cosan Ltd. on 12/05/2007 (65.7%) 179.032.044                   
Hypothetical Capital Contribution to Cosan Ltda. using Cosan Ltd.’s Remaining Cash Investments 11.106.619                     
Number of Shares in Cosan S.A. if Additional Capital Contribution is Made by Cosan Ltd. (67.03%) 190.138.663                   

Value of Shares in Cosan S.A. if Additional Capital Contribution is Made by Cosan Ltd. (R$/share) 25,70                              

Net Cash Investments of Cosan Ltd. on 10/31/2007 (R$ thousand) 1.969.939                       
Capital Contribution to Cosan S.A. on 12/05/2007 (1.736.700)                      
Proforma Net Cash Investments of Cosan Ltd. On 12/05/2007 (R$ thousand) 233.239                          
Capital Contribution to Cosan S.A. using Cosan Ltd.’s Remaining Cash Investments (R$ thousand) (233.239)                         
Net Cash Investments of Cosan Ltd. If Additional Capital Contribution is Made to Cosan S.A. (R$ thousand) -                                  

Value of Cosan Ltd.’s Interest in Cosan S.A. – 67.03% (R$ thousand) 4.886.752                       

Economic Value of Cosan Ltd. (R$ thousand) 4.886.752                       

Economic Value of Cosan Ltd. Per Share (R$/share) 23,49                            

Source: Interim Financial Statements – 10/31/2007 and Deloitte’s analysis.

Item Amount

Current Number of Shares Cosan Ltd. 208.010.044                   

Number of Shares Cosan S.A. 272.548.032                   

Number of Shares in Cosan S.A. Belonging to Cosan Ltd. (65.7%) 179.032.044                   

Value of Shares in Cosan S.A. based on Deloitte’s Report (R$/share) 25,89                              

Net Cash Investments of Cosan Ltd. (R$ thousand) 1.969.939                       
Capital Contribution to Cosan S.A. on 12/05/2007 (1.736.700)                      
Proforma Cash Investments of Cosan Ltd. (R$ thousand) 233.239                          

Value of Cosan Ltd.’s Interest in Cosan S.A. (R$ thousand) 4.635.598                       

Economic Value of Cosan Ltd. (R$ thousand) 4.868.837                       

Economic Value of Cosan Ltd. per Share (R$/share) 23,41                            

Source: Interim Financial Statements - 10/31/2007 and Deloitte´s analysis
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Results

We concluded that the Discounted Cash Flow Method is the 
most appropriate approach to estimate the value of shares 
Cosan S.A. Based on this methodology, the economic 
value as of October 31, 2007 is in a range of R$24.60 to 
R$27.19 per share. The following graph presents the 
comparative per-share values according to the 
methodologies used in this appraisal engagement:

We concluded that the Assets Approach, with the 
investment in Cosan S.A. estimated on a discounted cash 
flow basis, is the most appropriate method to estimate the 
value of shares Cosan Ltd. Based on this methodology, the 
economic value as of October 31, 2007 is in a range of 
R$22.24 to R$24.58 per share. The following graph 
presents the comparative per-share values according to the 
methodologies used in this appraisal engagement:

Notes:
(1)  Economic value per share after issuance of shares on November 19, 2007 and December 5 and

11, 2007, based on the Discounted Cash Flow Method, with a minimum and maximum value 
range of 10%, pursuant to CVM Instruction No. 361/02.

(2) Market value per share based on the weighted average price for shares of:

(3) Book value per share as of October 31, 2007, adjusted after issuance of shares on November 19, 
2007 and December 5 and 11, 2007, resulting in 272,548,032 shares.

Notes:
(1)  Economic value per share based on the Assets Approach, with the investment in Cosan S.A. 

estimated on a discounted cash flow basis, with a minimum and maximum value range of 10%, 
pursuant to CVM Instruction No. 361/02.

(2) Assets Approach with the investment in Cosan S.A. being estimated based on the weighted 
average price for shares in Cosan S.A. of:

(3) Market value per share traded on the NYSE based on the weighted average price per share (i) 
21.68 per share, from the date of the Initial Public Offering on August 16, 2007, through the date 
of this Appraisal Report and; (ii) 19.12 per share, from the announcement on November 19, 2007 
of the share issue of Cosan S.A. through the date of this Appraisal Report. 

(4) Book Value per Class A share, based on 208,010,044 shares as of October 31, 2007.

(i) R$39.49 per share in the 12 months prior to the disclosure of the Relevant Fact dated June 
25, 2007.

(ii) R$26.28 per share from the date of disclosure of the Relevant Fact (June 25, 2007) through 
the date of this Appraisal Report.

(iii) R$20.66 per share from the announcement on November 19, 2007 of the Cosan S.A. share 
issue through the date of this Appraisal Report.

(i) R$35.11 per share, for the weighted average value of R$39.49 per share in Cosan S.A. in 
the 12 months prior to the disclosure of the Relevant Fact dated June 25, 2007.

(ii) R$23.74 per share, for the weighted average value of R$26.28 per share Cosan S.A. from 
the date of disclosure of the Relevant Fact (June 25, 2007) through the date of this 
Appraisal Report.

(iii) R$18.91 per share, for the weighted average value of R$20.66 per share Cosan S.A. from 
the announcement on November 19, 2007 of the Cosan S.A.  share issue through the date 
of this Appraisal Report.

Cosan Ltd.Cosan S.A.

Cosan S.A. (R$ per share)
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Cosan Limited (R$ per share)
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Glossary

Appraisal Report: document that reflects the opinion of a 
valuation specialist on the reasonableness of the value 
or range of values in relation to the object of the Public 
Offering at the date of the issue of the report, in 
accordance with CVM Instruction (No. 361/2002), as 
amended by CVM Instruction No. 436/2006,

Assets Approach: This is the method normally employed 
to appraise businesses that do not generate positive 
cash flows, in which case they should be liquidated, that 
is, when such businesses are incapable of generating an 
appropriate return on investment in their operations or in 
which the nature of their business is such that a buyer 
would only eye the asset itself. 

BFP: Basis for Perpetuity

Bloomberg: Source of financial information to which we 
had access for development of this project.

CPS: Cost of Products Sold.

CVM: Comissão de Valores Mobiliários. The Brazilian 
Securities Commission, equivalent to the U.S.’s SEC.

DCF: Discounted Cash Flow. Represents the method 
that estimates the free cash flow to be generated by 
future operations, duly adjusted to the risk by the 
discount rate.

Debt-Free Model: Calculation model that considers only 
the projection of operating results, free of debt payments.

The following is the glossary of technical terms, 
abbreviations and other indicators used in this Appraisal 
Report, in alphabetical order:

DFP: Demonstrações Financeiras Padronizadas. 
Standardized Financial Statements.

EBITDA: Earnings Before Interest, Taxes, Depreciation 
and Amortization – This represents a company’s income 
before payment of interest, taxes, depreciation and 
amortization.

EIU: Economist Intelligence Unit. Source of economic 
and financial information to which we had access in 
carrying out this engagement. 

G: Perpetual Growth Rate

Ibbotson Associates: Source of information regarding 
historical and expected data with respect to capital 
markets, to which we had access in preparing this 
Appraisal Report.

IGP-M: Índice Geral de Preços de Mercado. Brazilian 
General Market Price Index.

IR/CS: Imposto de Renda e Contribuição Social. 
Brazilian Federal Income Tax and Social Contribution.

ITR: Informações Trimestrais. Interim Financial 
Statements.

Perpetuity: This is the present value of the future cash 
flows, assuming constants at regular intervals forever. 

p.y.: per year

T-Bond: Treasury Bonds. These are bonds issued by the 
U.S. Government.
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Ratio between the Perpetual Reinvestment Rate and 
Perpetual Growth Rate

As shown in the chart below, actual growth rates were not 
considered in calculating the Company’s perpetuity, since 
the production capacity is achieved in the last projection 
year. 

Attachment

Description Amount (R$ thousand)

(+) Variation in Working Capital -                                  
(+) Investments (Industrial e Agricultural) 705.077                          
(-) Depreciation (705.077)                         

(=) Net Investment in Perpetuity -                                

(/) Net Operating Income in Perpetuity 1.401.707                       

(=) Reinvestment Rate 0,0%

(x) Retorn on Capital in Actual Terms  (*) 7,8%

(=) Expected Growth Rate in Actual Terms 0,0%

Growth Rate Adopted in Actual Terms 0,0%

Projected Inflation 4,0%

Perpetual Growth Rate (G) 4,0%

(*) Nominal WACC in Brazilian reais of 12.14%, net of a 4% inflation rate.
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Attention: Neil Iorio, Vincent Valenza and Julio Toro 
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Telephone: U.S.: (866) 215-3028 

        Brazil:  (55)(11) 3012-6070 

Telephone hours of operation:  

      8:00 a.m. – 11:00 a.m. New York time (9:00 a.m. – 12:00 p.m. São Paulo time) 
and  

      1:00 p.m. – 5:00 p.m. New York time (2:00 p.m. – 6:00 p.m. São Paulo time) 
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and  
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