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AVPAL- AVERI CAN | SRAEL CORPCRATI ON AND SUBSI DI ARI ES

CONSOLI DATED STATEMENTS OF | NCOMVE

SI X MONTHS ENDED JUNE 30, 1998 1997
(Dol lars in thousands, except per share data) (Unaudited) (Unaudited)
(Note 2)
REVENUES
Equity in earnings of affiliates ..................... $ 5,309 $ 9,211
MaNUf @aCtUri NG ... e 3,317 6, 286
I nterest:
Related parties ......... ... . 2,056 4,325
L = 386 1,228
Rental income ......... . . .. . 3,591 3,707
Real i zed and unrealized gains on investments ......... 1, 355 5,023
QL her 1,051 1, 037
Total revenues . ....... ... 17, 065 30, 817
EXPENSES
Manufact uri ng . ... ... 4,259 6, 735
Interest:
Related parties ....... ... . . .. 2,216 1,292
L 3 7= 2,920 3,765
Rental property operating expenses ................... 1,733 2,083
Loss frominpairnment of investnents .................. 270 977
L 7= 2, 846 3,561
Total expenses ......... .. 14, 244 18, 413
Restructuring charge ........ ... .. .. -- 600
I ncome before income taxes ........... ... 2,821 11, 804
Provision for income taxes .......... ... . ... 1,734 4,514
NET INCOVE . .. e $ 1,087 $ 7,290
Basi ¢ EPS
Earnings per dass Ashare .......................... $ .05 $ .31
Shares used in calculation (in thousands) ........... 23, 859 23,702
Di | uted EPS
Earnings per dass Ashare ........... ... ............ $ .03 $ .26
Shares used in calculation (in thousands) ........... 27,616 27,614

The acconpanying notes are an integral part of the consolidated financia
stat enments.
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AVPAL- AVERI CAN | SRAEL CORPCRATI ON AND SUBSI DI ARI ES

CONSOLI DATED STATEMENTS OF | NCOMVE

THREE MONTHS ENDED JUNE 30, 1998 1997
(Dol lars in thousands, except per share data) (Unaudi t ed) (Unaudi t ed)
(Note 2)
REVENUES
Equity in earnings of affiliates .................. $ 2,130 $ 6,630
Manuf acturing ........ ... e 1,416 3,274
I nterest:
Related parties ......... .. . . .. 1,438 1, 822
O hers ... 140 748
Rental income .......... .. ... i, 1,834 1, 656
Real i zed and unrealized (losses) gains on
I NVESEMBNES. . .. (281) 3, 659
O her 555 558
Total revenues .......... ..., 7,232 18, 347
EXPENSES
Manuf acturing ........ ... e 2,272 3,714
I nterest:
Related parties ......... .. . . .. 1, 279 577
O her 1,747 1,712
Rental property operating expenses ................ 879 1, 098
Loss frominpairnment of investnents ............... 270 977
O her 1,630 1,701
Total expenses .......... ..., 8,077 9,779
Restructuring charge ......... .. ... . ... -- 600
(Loss) income before income taxes ................. (845) 7,968
Provision for income taxes ........................ 74 3,199
NET (LOSS) INCOVE . ...t $ (919 $ 4,769
Basi ¢ EPS
(Loss) earnings per Class A share ................ $ (.03 $ .20
Shares used in calculation (in thousands) ........ 23, 885 23,725
Di luted EPS
(Loss) earnings per dass Ashare ................ $ (.04) $ .17
Shares used in calculation (in thousands) ........ 27,616 27,614

The acconpanyi ng notes are an integral part of the consolidated financia
stat ements.
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AVPAL- AVERI CAN | SRAEL CORPCRATI ON AND SUBSI DI ARI ES

CONSOLI DATED BALANCE SHEETS

June 30, Decenber 31

ASSETS AS AT 1998 1997
(Dol lars in thousands) (Unaudi t ed) (Note 2)
Cash and cash equivalents ...................... $ 16,573 $ 45, 457
Deposits, notes and |loans receivable ........... 30, 071 46,176
Investnents (Note 3) ........ ... ... ... ... 246, 080 117, 384
Real estate rental property, |ess accunul ated

depreci ation of $6,249 and $5,902 ............. 28, 888 28, 603
Property and equi pnent, |ess accunul ated

depreciation of $2,735 and $2,596 ............. 3, 603 3, 899
Qher assets .......... i 13, 937 20, 755
TOTAL ASSETS . .. e $339, 152 $262, 274

The acconpanying notes are an integral part of the consolidated financi al
statenents.
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AVPAL- AVERI CAN | SRAEL CORPCRATI ON AND SUBSI DI ARI ES

CONSOLI DATED BALANCE SHEETS

LI ABI LI TIES AND June 30, DECEMBER
31,
SHAREHOLDERS' EQUITY AS AT 1998 1997
(Dol lars in thousands) (Unaudi t ed) (Note 2)
LI ABI LI TI ES
Not es and | oans payable (Note 3):
Related parties ........... ... $ 54,971 $ 18, 207
O hers .. 40, 821 5, 000
Debentures . ...... ... 33, 647 41, 846
Accounts and incone taxes payabl e, accrued
expenses and minority interests ................... 42,466 34,711
Total liabilities ...... ... ... ... . ... ... .... 171, 905 99, 764

SHAREHOLDERS' EQUI TY
4% Cumul ative Convertible Preferred Stock

$5 par val ue; authorized 189, 287 shares;

i ssued and outstanding 176,418 and

179,672 shares ......... ... 882 898

6-1/ 2% Cumul ati ve Convertible Preferred Stock

$5 par val ue; authorized 988, 055 shares;

i ssued and out standi ng 936, 257 and 968, 288

shares ... . . e 4,681 4,842

Class A Stock, $1 par value; authorized
60, 000, 000 shares; issued 24,530,688 and
24,418, 325 shares; outstanding 23,925,288 and

23,812,925 shares ......... .. ... 24,531 24,418
Additional paid-in capital ......................... 57, 555 57, 491
Retained earnings ........... ... .. 89, 862 88, 775
Treasury Stock, 605,400 shares of dass A Stock

At COSt ..o (3, 829) (3, 829)
Accunul ated ot her comprehensive loss ............... (6,435) (10, 085)

Total shareholders' equity ................. 167, 247 162, 510
TOTAL LI ABILITIES AND SHAREHOLDERS' EQUITY ......... $ 339, 152 $ 262,274

The acconpanying notes are an integral part of the consolidated financi al
st atenents.
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AVPAL- AVERI CAN | SRAEL CCORPCRATI ON AND SUBSI DI ARI ES

CONSOLI DATED STATEMENTS OF CASH FLOWS

SI X MONTHS ENDED JUNE 30,

(Dol lars in thousands)
(Unaudi t ed)

Cash flows from operating activities:
Net income
Adjustnments to reconcil e net

used in operating activities:
Equity in earnings of affiliates
(9, 211)

Real i zed and unrealized gains on investnents

(5,023)
Depreci ati on expense
Anortizati on expense

i ncome to net cash

Loss frominpairnment of investnents
Restructuring charge
Transl ati on (gain)
(101)
Mnority interests
(211)
Decrease (increase) in other assets
(520)
(Decrease) increase in accounts and incone taxes
payabl e, accrued expenses and minority
Nt erest s ... ..

Investnents nmade in trading securities ..

(3, 376)

Proceeds from sale of trading securities

D vi dends received fromaffiliates

Net cash (used in) operating activities

(3, 963)

Cash flows frominvesting activities:
Deposi ts,
Deposi ts,

(907)

Investnments nade in affiliates and others

(4, 650)

Proceeds from sal e of investnents:

notes and | oans receivable collected
notes and | oans receivabl e granted

Avai l able for sale
O her S
Proceeds fromsale of real estate renta
10 1= i 4/
Purchase of property and equi prment

(257)
Purchase of real estate rental property .

(194)

Net cash (used in) provided by investing

activities

The acconpanyi ng notes are an integral
stat ements.

EGAF

— Faalfdalia

2002.

part of the

EDGAR Onl i ne,

(Unaudi t ed)

$ 1, 087

(5, 309)
(1, 355)
670

705
270

(8)
(534)

3,599

(4, 291)
(8, 542)

3,192
3, 144

15, 616
(272)

(113, 119)

353
3, 497

(99)
(911)

(Note 2)

$ 7,290

923
979
977
600

1, 537
13, 625

15, 046

consol i dated financi a

I nc.
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AVPAL- AVERI CAN | SRAEL CORPCRATI ON AND SUBSI DI ARI ES

CONSOLI DATED STATEMENTS OF CASH FLOWS

SI X MONTHS ENDED JUNE 30, 1998 1997
(Dol lars in thousands) (Unaudi t ed)
(Unaudi t ed)
(Note 2)
Cash flows from financing activities:
Not es and | oans payabl e received:
Related parties ........... ... $ 72,537 $ 1,244
(0 = 68, 763 580
Not es and | oans payabl e repai d:
Related parties ........... . .. (35, 737) (18, 168)
O her S (32, 834) (4, 813)
Debentures repaid ........ .. . ... (8, 224) (13, 776)
Contribution to partnership by mnority
Nt erest S ..o 9, 765 --
Net cash provided by (used in) financing
aCtiVities ... 74,270 (34, 933)
Ef fect of exchange rate changes on cash and
cash equivalents ......... .. ... . . . i (847) (1, 465)
Net (decrease) in cash and cash equivalents .......... (28, 884) (2,825)
Cash and cash equival ents at begi nni ng of
PErI O . 45, 457 20, 633
Cash and cash equivalents at end of period ........... $ 16,573 $ 17,808
Suppl enental Di sclosure of Cash Flow I nfornation
Cash paid during the period:
Interest:
Related parties ........... .. .. $ 1,127 $ 684
NI S o 1, 787 1, 583
Total interest paid ......... ... ... ... ... . ... ... $ 2,914 $ 2,267
Income taxes paid ........... . $ 3,568 $ 339

The acconpanyi ng notes are an integral part of the consolidated financia
stat ements.
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AVPAL- AVERI CAN | SRAEL CCORPCRATI ON AND SUBSI DI ARI ES

CONSOLI DATED STATEMENTS OF CHANGES | N SHAREHOLDERS' EQUITY

SI X MONTHS ENDED JUNE 30,

(Dol lars in thousands, except share anounts) (Unaudi ted) (Unaudited)

(Note 2)
4% PREFERRED STOCK
Bal ance, beginning of year ........... ... .. ... ... ..... $ 898 $ 955
Conversion of 3,254 and 3,510 shares into
Cass A StoCK ... (16) (18)
Bal ance, end of period .......... ... . ... .. . . ... $ 882 $ 937
6- 1/ 2% PREFERRED STOCK
Bal ance, beginning of year ........... ... .. ... ... ..... $ 4,842 $ 5,012
Conversion of 32,031 and 25,700 shares into
Cass A StoCK ... (161) (128)
Bal ance, end of period .......... ... .. ... . . . ... $ 4,681 $ 4,884
CLASS A STOCK
Bal ance, beginning of year ........... ... .. ... ... ..... $ 24,418 $ 24, 257
| ssuance of shares upon conversion of
Preferred Stock ...... ... .. . . . 113 94
| ssuance of additional shares ........................ -- 3
Bal ance, end of period .......... ... .. ... . . . ... $ 24,531 $ 24, 354
ADDI TI ONAL PAI D-1 N CAPI TAL
Bal ance, beginning of year ........... ... .. .. . ... ..... $ 57,491 $ 57,410
Conversion of Preferred Stock ........................ 64 52
| ssuance of additional shares ........................ -- 12
Bal ance, end of period .......... ... .. ... . . . ... $ 57,555 $ 57,474
RETAI NED EARNI NGS
Bal ance, beginning of year ........... ... .. ... ... . .... $ 88,775 $ 74,943
Net I NCOIME ... .. e 1, 087 7,290
Bal ance, end of period ........ ... .. .. ... ... . .. .. ... $ 89, 862 $ 82,233
ACCUMULATED OTHER COMPREHENSI VE LCOSS
Bal ance, beginning of year: ................ .. ... ..... $(10, 085) $ (6,628)
Cunul ative transl ation adjustnents:
Bal ance, beginning of year ........................ (10, 085) (6,530)
Foreign currency translation adjustnent ........... (2,038) (4, 506)
Bal ance, end of period ......... ... ... ... . .. .. ... (12, 123) (11, 036)
Unrealized gain (loss) on narketable securities:
Bal ance, beginning of year .............. ... ... .... -- (98)
Unrealized gain, net ........... ... ... .. ... 5,688 98
Bal ance, end of period ....... ... ... ... .. ... . ... ... 5, 688 - -
poeres o SO it 2002, EDGAR Online. I nc.
Bal ance, end of period .......... ... ... . .. ... ..., $ (6, 435) $(11, 036)
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. As usedinthese financial statements, the termthe "Company" refers to Ampal-Americanlsragl Corporation ("Ampal") andits consolidated
subsidiaries.

2. The December 31, 1997 consolidated balance sheet presented herein was derived fromthe audited December 31, 1997 consolidated financial
statements of the Company.

Reference should be made to the Company's consolidated financial statements for theyear ended December 31, 1997 for a description of the
accounting policies which have been continued without change. Also, reference should be made to the notes to the Company's December 31,
1997 consolidated financial statementsfor additional detailsof the Company'sconsolidated financial condition, results of operations and cash
flows. The details in those notes have not changed except as a result of normal transactions in the interim. Certain amountsin the 1997
consolidated financia statements have been reclassified to conform with the current period's presentation. All adjustments (of a normal
recurring nature) which are, in the opinion of management, necessary to afair presentation of theresults of theinterim period have been
included.

3. On January 22, 1998 (the "Closing Date"), the Company completed its purchase of a one-third interest in the assets of the shared networks
operation ("SNO") of MotorolaCommunications Israel, Ltd. ("Motorola Isragl") for a base purchaseprice of approximately $110 million. The
payment for the purchase price wasobtained from the Company'sown resources as well as fromtwo short-term bridge loans (" Short-Term
Loans"), one in theamount of $40 million from Bank Leumi USA (of which $8 million plus interest wasrepaid on February 2, 1998) and a
second in the amount of $35 million from Bank Hapoalim B.M. ("Hapoalim"). Each loan had aterm of 90 days, bore interest at arate of
LIBOR plus 1/2% and was repaid in full fromthe proceeds of the long-term loans described bel ow.

A new wireless communications service provider, MIRS Communication Company Ltd. ("MIRS"), initially one-third owned by the Company
and two-thirds owned by Motorola Israel, coordinates and operates in Israel thedigital and analog public-shared two-way radio and other
services previoudy furnished by Motorola |sragl. The digital wireless communication service is based on Motorola Israel'siDEN(TM)
integrated wireless communication technology, which isknown as MIRS in |sragl.

In March 1998, the Company transferred its interestin MIRS to alimited partnership (the "Partnership"). A wholly-owned Isragli subsidiary of
Ampal (the "General Partner") isthegeneral partner of the Partnership and owns 75.1% of the Partnership. The limited partners of the
Partnership purchased their interestsin the Partnership from the Partnership and include (i) an entity owned by Daniel Steinmetz and Raz
Steinmetz (directors of Ampal and the controlling persons of Ampal's principa shareholder), which acquired a 9.1% interest in the Partnership
for $10 million, (i) Hapoalim, which acquired a 7.45% interest in the Partnership for $8.195 miillion, (iii) an unrelated third party (The Isragl
Mezzanine Fund L.P., alimited partnership whosegeneral partner isFirst Israel Mezzanine InvestorsLtd.), which acquired a7.45% interest in
the Partnership for $8.195 million, and (iv) an entity owned by Dr. Y ehoshua Gleitman, Ampal's Chief Executive Officer, which purchased a
.9% interest for $1 million. In addition to the purchase price, the limited partners also reimbursed the Company for their pro rata share of the
expensesincurred by the Company in connection with the original purchase from Motorola Isradl (including interest from the Closing Date until
the purchase date of thelimited partnership interests).
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The related parties purchased their limited partnership interests on the same terms as the unrelated third party which were determined through
arm'slength negotiations between the Company and the unrelated third party.

Each of the limited partners paid 35% of their respective purchase price in cash and assumed their pro rata share of Ampal's financing of the
original purchase (equa to 65% of their respective purchase prices) and assumed their pro rata share of the Partnership's long-term financing. A
portion of Dr. Gleitman's entity's purchase price wasobtained through two loans aggregating $250,000 fromthe Company. One loan, in the
amount of $150,000, hasaterm of 10 years, an interest rate of LIBOR plus 0.8% and is without recourse to Dr. Gleitman. The second loan, in
the amount of $100,000, has aterm of 10 years, an interest rate of LIBOR plus 0.5% and iswithrecourse to Dr. Gleitman. Both loans are
secured by Dr. Gleitman'sinterest in the Partnership.

The Partnership has been assigned all of the Company'srights under the original purchase agreement with Motorola Isragl and has assumed all
of its obligations.

On May 4, 1998, the Partnership received two long-term loans from Hapoalim and Bank Leumi L€lsragl B.M. intheamount of $36.4 million,
each. Both loans are due on March 31, 2008 and bear interest at arate of LIBOR plus

0.8%. The principa paymentsare due as follows: 10% on March 31, 2004, 15% on March 31, 2005 and 25% on each of the following dates -
March 31, 2006, 2007 and 2008. Interest will be paid annually on March 31 of each year fromMarch 31, 2001 until and including March 31,

2008. The proceeds fromthe long-term loans were used to repay the Short-Term Loans.

The Partnership ownsall of theauthorized preferred shares of MIRS and Motorola Israel owns al of the authorized ordinary shares. Each share
issued by MIRS isentitled to one vote.

The Company accounts for its investment in MIRS using the cost method of accounting. Under the cost method, the Company recognizes
income from dividends, as they are declared.

To theextent of available after-tax profits, MIRSis required to pay dividends to the Partnership equal to at |least $3,800,000 for fiscal year
2000 and $7,100,000 for eachfiscal year thereafter, so long asthe financial stability of MIRS will not be impaired. MIRS shall endeavor to pay
dividends in the following amounts: for fiscal year 1998, $4,950,000, for fiscal year 1999, $10,725,000 and for fiscal year 2000 and therezfter,
$23,430,000 (inclusive of the required payments), whichall holders of aninterest in MIRS shall share on a pro rata basis. To the extent that any
of theabove dividends are not paid by MIRS, they will accumulate. No dividends will be paid by MIRSto Motorola Israel until the Partnership
has received all of its accumulated dividends. Any dividends which arepaid in excess of the above amountsfor a given fiscal year will similarly
be paid pro ratato the Partnership and Motorola Isragl based ontheir sharesin MIRS.

Pursuant to theoriginal purchase agreement, Motorola |srael guaranteed that the Partnership would receive from MIRSat least $3,800,000 for
fiscal year 2000 and $7,100,000 for each fiscal year between 2001 and 2005 inclusive, subject to an abligation of the Partnership to repay such
guarantee paymentsin amount equal to the excess of the amount actually received by the Partnership from MIRS with respect to any subsequent
year over $7,500,000.

Motorola Israel hasagreed to make certain paymentsto the Partnership in the event that, prior to the thirteenth anniversary of the Closing Date,
thereis adissolution, liquidation, bankruptcy, winding up, or sale of all or substantially al of the assets of MIRS and the total proceeds to the
shareholders of MIRS islessthan $450 million.
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The $110 million base purchase price for the Partnership's one-third interest in MIRS wasbased upon the Company'svaluation of the SNO and
its prospects. The original purchase agreement provides that under specified circumstances indicating that there has been an increase in the
enterprise value of MIRS, the Partnership must pay Motorola Israel an additional amount (the "Bonus'). The formulafor the Bonusvaries
depending upon whether an initial public offering of MIRS shares (an "IPO") has been consummated. If an PO is consummated prior to
December 31, 2002, the Partnership must pay Motorola |srael the Bonus based on anincrease in thevauation of MIRS for purposes of the
IPO. In no event will such Bonus exceed $33 million multiplied by 1.16"n, where n represents the number of years (and any part thereof)
between the Closing Date and the closing of the 1PO.

If an IPO is not consummated prior to December 31, 2002 and if all dividends accumulated with respect to the Partnership's preferred shares up
to that time have been paid, then the Partnership must pay Motorola Israel a Bonusif (A) the present value of theactual after tax net income of
MIRS (as reported by MIRS auditors in compliance with generally accepted accounting principles in Isragl, excluding capital gains derived
from each transaction, not in the ordinary course of business, in which the consideration for MIRS is more than $5 million) for fiscal years 1998
through 2002, discounted at therate of 13%, exceeds (B) $71 million. In this case, the amount of the Bonus, if any, will equal the lesser of (i)
the amount of such excess multiplied by 2.3376, or (ii) $46 million.

4. On June9, 1998, Ampal's shareholdersapproved a grant of options to purchase up to 1,000,000 shares of Class A Stock (200,000 shares at
$6.75 per share, 300,000 shares at $8 per share, 500,000 shares at $10 per share) and rights to purchase up to 200,000 shares of Class A Stock
at 80% of their fair market value to Dr. Y ehoshua Gleitman, Chief Executive Officer of Ampal. The shareholders also approved along-term
incentive plan which provides for equity-based awards which are based upon or related to up to 400,000 shares of Class A Stock. All
employees, officers, directors and consultants of the Company areeligible for selection to receive awards under such plan.

5. As aresult of arecent sale of Granite Hacarmel InvestmentsLtd. ("Granite") by its controlling shareholder, the shareholders' agreement
which had been in effect between that shareholder, the Company and the Landau Group, as defined below, wasterminated. The Company
entered into a new shareholders agreement, dated July 16, 1998, with Y eshayahu Landau and Y eshayahu Landau Properties (1998) Ltd.
(collectively, the"Landau Group"), with respect to their interestsin Granite. The Company owns 21.5% interest in Granite and the Landau
Group owns an 8.5% interestin Granite.

6. On July 27, 1998, a Tel Aviv District Court judge ruled against Ampal in its dispute with Y akhin Hakal Ltd., the manager and co-owner of
Ampal's 50%-owned affiliates Etz Vanir Ltd. ("Etz Vanir") and Y akhin Mataim Ltd. ("Y akhin Mataim"). The judge's decision alows Etz Vanir
and Y akhin Mataim to redeem debentures owned by Ampal for approximately $800,000 and to require Ampal to surrender all of its shares of
Etz Vanir and Y akhin Mataim for their par value, which is nominal. After the redemption and surrender, Ampal will no longer have any interest
in Etz Vanir or Yakhin Mataim.

Etz Vanir and Y akhin Mataim cultivatein the aggregate approximately 1,200 acres of citrus groves.

Etz Vanir and Y akhin Mataim have not reported their financial resultsto Ampal since 1990 and, therefore, their financial results have not been
included in Ampals financia statements. The carrying value of Ampal'sinvestment in Etz Vanir and Y akhin Mataim, as of June 30, 1998, is
approximately $800,000.

10
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At the request of Ampal's attorneys, the Tel Aviv District Court hasissued a stay of performance of the judgment until the high court of appeals
issues afina judgment. Ampal anticipates filingan appeal as soon as possible.

7. Effective March 31, 1998, the Company adopted Statement of Financial Accounting Standard ("SFAS") No. 130 "Reporting Comprehensive
Income," which establishes standards for reporting and display of comprehensive income andits components (revenue, expenses, gains, and
losses) inafull set of general-purpose financial statements. Total comprehensiveincome for the six monthsended June 30, 1998 and June 30,

1997 was$4.7 million and $2.9 million, respectively, and for the three months ended June 30, 1998 and June 30, 1997 was $2.3 million and
$1.8 million, respectively.

11
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

MANAGEMENT'S DISCUSSION AND ANALYSISOF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

Results of Operations

Six monthsended June 30, 1998 compared to six months ended June 30, 1997:

Consolidated net incomedecreased to $1.1 million for the six-month period ended June 30, 1998, from $7.3 million for the same period in
1997. The decrease in net income is primarily attributable to the decrease in equity in earnings of affiliates, lower realized and unrealized gains
on investments and net interest expense in 1998 as compared to net interest income in 1997. These decreases were partially offset by the
absence of arestructuring charge and lower loss from impairment of investmentsand other expensesin 1998.

Equity in earnings of affiliates decreased to $5.3 million for the six months ended June 30, 1998, from $9.2 million for the same period in 1997.
The decrease is primarily attributableto the decreased earnings of Ophir Holdings Ltd. ("Ophir"), the Company's (as defined below)

42 5%-owned affiliate, whichis aholding company with interestsin high technology and real estate companies. Ophir reported lower earnings
in the six monthsended June 30, 1998 as compared to the same period in 1997, primarily due to lower gainson sale of investments as a result
of thesale of shares of Teledata Communications Ltd. ("Teledata") in 1997.

The decrease in the equity in earnings of affiliates was partially offset by the increased earnings of Bay Heart Limited ("Bay Heart"), Carmel
Container SystemsLimited ("Carmel"), Trinet Venture Capital Ltd. ("Trinet") and Coral World International Limited ("CWI"). Bay Heart, the
Company's 37%-owned affiliate, which leases and operates a shopping mall near Haifa, recorded higher earnings asa result of decreased
interest expense on its Consumer Price Index-linked bank borrowings. Carmel, the Company's 20.7%-owned affiliate, which is a manufacturer
of paper-board packaging and related products, also recorded higher earningsin 1998 due to the improved efficiency at Carmel's new
manufacturing plant in Caesarea and increased sales of containersto thelocal market, despitethe economic slowdown in Isragl. Trinet, the
Company's 50%-owned affiliate, a high-technology venture capital fund, recorded realized and unrealized gains in the six months ended June
30, 1998 as compared to unrealized losses in the same period in 1997. CWI, the Company's 50%-owned affiliate, which ownsand operates
marine parksin Eilat (Isradl), Perth and Manly (Australia), and Hawaii (USA), reported increased earnings in 1998 as a result of earnings
attributable to its new marine park in Maui, Hawaii which opened in March 1998.

Ampal-American |sragl Corporation ("Ampal") and itssubsidiaries (collectively with Ampal, the "Company") recorded net interest expense in
the amount of $2.7 million in the six months ended June 30, 1998, as compared to net interest income of $.5 million in the same period in 1997.
The net interest expense is primarily attributable to bank borrowings in connection with the Company'sinvestment in MIRS Communication
Company Ltd. ("MIRS").

In the six months ended June 30, 1998, the Company recorded $1.3 million of gains on sale of investments, which are primarily attributable to
itsinvestmentsin Mercury Interactive Corporation, Shikun U'Fituach le-Israel Ltd., and Fundtech Ltd. ("Fundtech"). Inthe same period in
1997, the Company recorded $2.7 million of gains on sale of investments, $1.8 million of whichis attributable to its direct investment in
Teledata.

The Company aso recorded $.1 million of unrealized gains on investments which are classified as trading securities in the six-month period
ended June 30, 1998, as compared to $2.3 million in the same period in 1997. At June 30, 1998 and December
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31, 1997, the aggregate fair value of trading securities amounted to approximately $11.8 million and $7.5 million, respectively.

Manufacturing revenues and expenses, which reflect the operations of Paradise Industries Ltd., the Company's 85.1%-owned subsidiary, which
isamanufacturer and distributor of mattresses and fold-out beds in Israel, decreased asaresult of thelowdown in thelsragli economy during
the first half of 1998.

Other expenses decreased for the six months ended June 30, 1998 as compared to the same period in 1997, primarily as a result of a decrease of
the administrative expenses and an increase in the income attributableto the minority interestsincluded in this category.

Theincrease in the effective income tax rate in 1998 as compared to 1997 is mainly attributable to theincreased deferred tax provisions of
certain Israeli subsidiaries due to thereduction of available tax benefits.

Three monthsended June 30, 1998 compared to three monthsended June 30, 1997:

Consolidated net incomedecreased from $4.8 million for thethree-month period ended June 30, 1997, to aloss of $.9 million for the same
period in 1998. The decrease in netincome is primarily attributable to the decrease in equity in earnings of affiliates, realized and unrealized
losses on investments, and net interest expense in 1998 ascompared to net interest income in 1997. These decreases were partially offset by the
lower loss from impairment of investmentsand the absence of a restructuring charge in 1998.

Equity in earnings of affiliates decreased from $6.6 million for the three months ended June 30, 1997, to $2.1 million for the same period in
1998. The decrease is primarily attributable to the lossesincurred by Ophir in the second quarter of 1998 as compared to the earnings Ophir
reported in the comparable period of 1997. This decrease was partially offset by increases in the Company's equity in earnings of Carmel,
Trinet and CWI. (See "Discussion on Results of Operations - Six months ended June 30, 1998 compared to six months ended June 30, 1997.")
Moriah Hotels Ltd. also reported increased earnings in the three months ended June 30, 1998, as compared to the same period in 1997 primarily
due to the reduced operating costs.

In the quarter ended June 30, 1997, the Company recorded $1.6 million of gainson sale of investments, $1.1 million of which is attributable to
its direct investment in Teledata, but did not record any gains in the same period in 1998.

The Company aso recorded $.3 million of unrealized losses on investments in the three-month period ended June 30, 1998, as compared to
$2.1 million of unrealized gainson investmentsin the same period in 1997.

The Company recorded net interest expense in theamount of $1.5 million in thethree monthsended June 30, 1998, as compared to net interest
income of $.3 million in the same period in 1997. (See "Discussion on Resultsof Operations Six months ended June 30, 1998 compared to six
months ended June 30, 1997.")

The Company recorded a $.3 million loss fromimpairment of its investment in Geotek Communications Ltd. in the quarter ended June 30,
1998. In the sameperiod of 1997 the Company recorded a $1 million loss onimpairment of investment in U.D.S. - Ultimate Distribution
SystemsL td.

Theincrease in the effective income tax rate in 1998 as compared to 1997 is mainly attributable to theincreased deferred tax provisions of
certain Israeli subsidiaries due to thereduction of available tax benefits.

Liquidity and Capital Resour ces

At June 30, 1998, cash and cash equivaentswere $16.6 million as compared with $45.5 million at December 31, 1997. The decrease in cash
and cash equivalents and
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increases in investments, notes and |oans payable and minority interests are primarily attributable to theinvestment in MIRS (See "Investment
in MIRS"). The decreases in deposits, hotes and loans receivable and debentures are primarily attributable to scheduled repayments.

In March 1998, Fundtech, the Company'sthen 2.2%-owned investee, which devel ops software for worldwide banking institutions, completed a
public offering of its shares. As aresult of the offering, the Company's equity interest in Fundtech was reduced to 1.5%. In connection with the
aforementioned offering, the Company recorded a gain on sale of sharesof $.2 million whichis reflected in its consolidated statement of
income for the six months ended June 30, 1998. The Company also recorded anunrealized gain of $1.5 million (net of tax) in accumul ated
other comprehensive loss onits consolidated balance sheet.

In addition to the investment in MIRS (see"Investment in MIRS"), the Company made the following investmentsin the high-technology field
during the first half of 1998, notably; (1) a$.8 million investment to acquire an additional

7.3% (total equity interest in 1998 - 19.1%) of XaCCT Technologies Ltd., a developer of billing, auditing and accounting softwarefor TCP/IP
networks; (2) a$.7 million investment to acquire an additional 1.6% (total equity interest -

8.8%) inits existing investee, Mutek Solutions Ltd., adeveloper of software for servers; (3) a$.5 million investment to acquire 15.4% of
Medco Electronics SystemsLtd., a developer of special devices usedto detect cardiac problemsin fetuses and (4) a$.3 million investmentin
its existing investee, Qronus Interactive Isragl (1994) Ltd., a developer and marketer of softwaretesting tools.

Investment in MIRS

On January 22, 1998 (the "Closing Date"), the Company completed its purchase of a one-third interest in the assets of the shared networks
operation ("SNO") of MotorolaCommunications Israel, Ltd. ("Motorola Isragl") for a base purchaseprice of approximately $110 million. The
payment for the purchase price wasobtained from the Company'sown resources as well as fromtwo short-term bridge loans (" Short-Term
Loans"), one in theamount of $40 million from Bank Leumi USA (of which $8 million plus interest wasrepaid on February 2, 1998) and a
second in the amount of $35 million from Bank Hapoalim B.M. ("Hapoalim"). Each loan had aterm of 90 days, bore interest at arate of Libor
plus 1/2% and wasrepaid in full from the proceeds of thelong-term loans described below.

A new wireless communications service provider, MIRS, initially one-third owned by the Company and two-thirds owned by Motorola Israel,
coordinates and operatesin Isragl the digital and analog public-shared, two-way radio and other services previoudly furnishedby Motorola
Israel. The digital wireless communication service is based on Motorola Isragl'siDEN(TM) integrated wirel ess communication technology,
whichis known as MIRSin Isradl.

In March 1998, the Company transferred its stock interest in MIRS to alimited partnership (the "Partnership”). A wholly-owned | sragli
subsidiary of Ampal (the"General Partner") isthegenera partner of the Partnership and owns 75.1% of the Partnership. The limited partners of
the Partnership purchased their interests in the Partnership from the Partnership and include (i) an entity owned by Daniel Steinmetz and Raz
Steinmetz (directors of Ampal and the controlling persons of Ampal's principa shareholder), which acquired a 9.1% interest in the Partnership
for $10 million, (ii) Hapoalim, which acquired a

7.45% interest in the Partnership for $8.195 million, (iii) an unrelated third party (The Israel Mezzanine Fund L.P., alimited partnership whose
general partner is First Isragl Mezzanine Investors Ltd.), which acquired a 7.45% interest in the Partnership for $8.195 million, and (iv) an
entity owned by Dr. Y ehoshua Gleitman, Ampal's Chief Executive Officer, which purchased a.9% interest for $1 million. Inaddition to the
purchase price, the limited partners also reimbursed the Company for their pro rata share of the expenses incurred by the Company in
connection with the original purchase from Motorolalsrael (including interest from the Closing Date until the purchase date of the limited
partnership interests).
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The related parties purchased their limited partnership interests on the same terms as the unrelated third party which were determined through
arm'slength negotiations between the Company and the unrelated third party.

Each of the limited partners paid 35% of their respective purchase price in cash and assumed their pro rata share of Ampal's financing of the
original purchase (equa to 65% of their respective purchase prices) and assumed their pro rata share of the Partnership's long-term financing. A
portion of Dr. Gleitman's entity's purchase price wasobtained through two loans aggregating $250,000 fromthe Company. One loan, in the
amount of $150,000, hasaterm of 10 years, an interest rate of Libor plus 0.8% and iswithout recourse to Dr. Gleitman. The second loan, in the
amount of $100,000, hasaterm of 10 years, an interest rate of Libor plus 0.5% and iswith recourse to Dr. Gleitman. Both loans are secured by
Dr. Gleitman'sinterest in the Partnership.

The Partnership has been assigned all of the Company'srights under the original purchase agreement with Motorola Isragl and has assumed all
of its obligations.

On May 4, 1998, the Partnership received two long-term loans from Hapoalim and Bank Leumi Le-Israel B.M. in the amount of $36.4 million,
each. Both loans are due on March 31, 2008 and bear interest at a rate of Libor plus 0.8%. The principal payments are due as follows: 10% on
March 31, 2004, 15% on March 31, 2005 and 25% on each of the following dates - March 31, 2006, 2007 and 2008. Interest will be paid
annually on March 31 of each year from March 31, 2001 until and includingMarch 31, 2008. The proceeds from the long-term |oans were used
to repay the Short-Term Loans.

The Partnership ownsall of theauthorized preferred shares of MIRS and Motorola Israel owns al of the authorized ordinary shares. Each share
issued by MIRS isentitled to one vote.

The Company accounts for its investment in MIRS using the cost method of accounting. Under the cost method, the Company recognizes
income from dividends, as they are declared.

To theextent of available after-tax profits, MIRSis required to pay dividends to the Partnership equal to at |least $3,800,000 for fiscal year
2000 and $7,100,000 for eachfiscal year thereafter, so long asthe financial stability of MIRS will not be impaired. MIRS shall endeavor to pay
dividends in the following amounts: for fiscal year 1998, $4,950,000, for fiscal year 1999, $10,725,000 and for fiscal year 2000 and therezfter,
$23,430,000 (inclusive of the required payments), whichall holders of aninterest in MIRS shall share on a pro rata basis. To the extent that any
of theabove dividends are not paid by MIRS, they will accumulate. No dividends will be paid by MIRSto Motorola Israel until the Partnership
has received all of its accumulated dividends. Any dividends which arepaid in excess of the above amountsfor a given fiscal year will similarly
be paid pro ratato the Partnership and Motorola Isragl based ontheir sharesin MIRS.

Pursuant to theoriginal purchase agreement, Motorola |srael guaranteed that the Partnership would receive from MIRSat least $3,800,000 for
fiscal year 2000 and $7,100,000 for each fiscal year between 2001 and 2005 inclusive, subject to an abligation of the Partnership to repay such
guarantee paymentsin anamount equal to the excess of theamount actually received by the Partnership from MIRS with respect to any
subsequent year over $7,500,000.

Motorola Israel hasagreed to make certain paymentsto the Partnership in the event that, prior to the thirteenth anniversary of the Closing Date,

thereis adissolution, liquidation, bankruptcy, winding up, or sale of all or substantially al of the assets of MIRS and the total proceeds to the
shareholders of MIRS islessthan $450 million.

The $110 million base purchase price for the Partnership's one-third interest in MIRS wasbased upon the Company'sval uation of the SNO and
its prospects. The origina
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purchase agreement provides that under specified circumstancesindicating that there has been an increase in the enterprise value of MIRS, the
Partnership must pay Motorola Israel an additional amount (the "Bonus'). The formulafor the Bonus varies depending upon whether an initial
public offering of MIRS shares (an "IPO") has been consummated. If an PO is consummated prior to December 31, 2002, the Partnership
must pay Motorola Israel the Bonushased on an increase in the valuation of MIRS for purposes of the IPO. In no event will such Bonus exceed
$33 million multiplied by 1.16"n, wheren representsthe number of years (and any part thereof) between the Closing Date and the closing of the
IPO.

If an IPO is not consummated prior to December 31, 2002 and if all dividends accumulated with respect to the Partnership's preferred shares up
to that time have been paid, then the Partnership must pay Motorola Israel a Bonusif (A) the present value of theactual after tax net income of
MIRS (as reported by MIRS auditors in compliance with generally accepted accounting principles in Isragl, excluding capital gains derived
from each transaction, not in the ordinary course of business, in which the consideration for MIRS is more than $5 million) for fiscal years 1998
through 2002, discounted at therate of 13%, exceeds (B) $71 million. In this case, the amount of the Bonus, if any, will equal the lesser of (i)
the amount of such excess multiplied by 2.3376, or (ii) $46 million.

Year 2000 Compliance

The Company is currently in the process of identifying, evaluating and implementing changesto computer programs necessary to addressthe
year 2000 issue whichisthe result of computer programs having been written using two digits instead of four to define ayear. Thisissue affects
computer systems that have date sensitive programs that may recognize adate using"00" as 1900 rather than 2000. Systems that do not
properly recognize such information could generate erroneous data or cause a system to fail, resulting in business interruption. The Company
does not believe the cost of converting all internal systemsto be year 2000 compliant will be material to its financial condition or results of
operations. Costs, which are not expected to be material, related to the year 2000 issue are being expensed as incurred.

The year 2000 issue is expected to affect the systemsof various entities with which the Company interacts. However, there can be no assurance
that the systems of other companies on which the Company's systems rely will be timely converted, or that afailure by another company's
systems to be year 2000 compliant would not have a material adverse effect on the Company.

Other Developments

On June9, 1998, Ampal's shareholders approved a grant of options to purchase up to 1,000,000 shares of Class A Stock (200,000 shares at
$6.75 per share, 300,000 shares at $8 per share, 500,000 shares at $10 per share) and rights to purchase up to 200,000 shares of Class A Stock
at 80% of their fair market value to Dr. Y ehoshua Gleitman, Chief Executive Officer of Ampal. The shareholders also approved along-term
incentive plan which provides for equity-based awards which are based upon or related to up to 400,000 shares of Class A Stock. All
employees, officers, directors and consultants of the Company areeligible for selection to receive awards under such plan.

Asaresult of arecent sale of Granite Hacarmel InvestmentsLtd. ("Granite") by its controlling shareholder, the shareholders agreement which
had been in effect between that shareholder, the Company and the Landau Group (as defined bel ow) was terminated. The Company entered into
anew shareholders agreement, dated July 16, 1998, with Y eshayahu Landau and Y eshayahu Landau Properties (1998) Ltd. (collectively, the
"Landau Group"), withrespect to their interests in Granite. The Company owns 21.5% interest in Granite and the Landau Group owns an 8.5%
interest in Granite.
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On July 27,1998, aTel Aviv District Court judge ruled against Ampal in its dispute with Yakhin Hakal Ltd., the manager and co-owner of
Ampal's 50%-owned affiliates Etz Vanir Ltd. ("Etz Vanir") and Yakhin Mataim Ltd. ("Yakhin Mataim"). The judge's decision allows Etz Vanir
and Y akhin Mataim to redeem debentures owned by Ampal for approximately $800,000 and to require Ampal to surrender all of its shares of

Etz Vanir and Y akhin Mataim for their par value, which isnominal. After the redemption and surrender, Ampal will no longer have any interest
in Etz Vanir or Yakhin Mataim.

Etz Vanir and Y akhin Mataim cultivatein the aggregate approximately 1,200 acres of citrus groves.

Etz Vanir and Y akhin Mataim have not reported their financial resultsto Ampal since 1990 and, therefore, their financial results have not been
included in Ampal'sfinancia statements. The carrying value of Ampal'sinvestment in Etz Vanir and Y akhin Mataim, as of June 30, 1998, is
approximately $800,000.

At the request of Ampal's attorneys, the Tel Aviv District Court hasissued a stay of performance of the judgment until the high court of appeals
issues afinal judgment. Ampal anticipates filingan appeal as soon as possible.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

PART Il - OTHER INFORMATION

Item 1. Legal Proceedings - OnJuly 27, 1998, aTel Aviv District Court

judge ruled against Ampal inits dispute with Y akhin Hakal, the manager and co-owner of Ampal's 50%-owned affiliates Etz Vanir and Y akhin
Mataim. The judge's decision allows Etz Vanir and Y akhin Mataim to redeem debentures owned by Ampal for approximately $800,000 and to
require Ampal to surrender al of its shares of Etz Vanir and Y akhin Mataim for their par value, which is nominal. After theredemption and
surrender, Ampal will nolonger have any interest in Etz Vanir or Yakhin Mataim.

Etz Vanir and Y akhin Mataim cultivatein the aggregate approximately 1,200 acres of citrus groves.

Etz Vanir and Y akhin Mataim have not reported their financial resultsto Ampal since 1990 and, therefore, their financial results have not been
included in Ampal's financia statements. The carrying value of Ampal'sinvestment in Etz Vanir and Y akhin Mataim, as of June 30, 1998, is
approximately $800,000. Ampal's evaluation of the underlying real estate, however, is substantially in excess of the carrying value of Ampal's
investment in Etz Vanir and Y akhin Mataim.

At the request of Ampal's attorneys, the Tel Aviv District Court hasissued a stay of performance of the judgment until the High Court of
Appealsissues afinal judgment. Ampal anticipates filing anappea as soon as possible.

Item 2. Changesin Securities and Use of Proceeds- Pursuant to a L etter

Agreement, dated as of March 1, 1997, among Ampal, Ampal Realty Corporation, an indirect wholly-owned subsidiary of Ampal, and Emmes
Asset Management Corp. ("Emmes"), Ampal agreed to issue to Mr. Andrew Davidoff, as custodian, 100 shares of Class A Stock for each of his
three children each year for the duration of the term of the letter agreement. Emmes and Mr. Davidoff provide general asset management and
property advisory services withrespect to thebuilding located at 800 Second Avenue. On July 8, 1998, Ampal issued 300 shares to Mr.
Davidoff, as custodian. The issuance to Mr. Davidoff of such shares was exempted from registration under the Securities Act of 1933, as
amended, pursuant to Section 4(2) of such Act.

Item 3. Defaults Upon Senior Securities - None.
Item 4. Submission of Matters toa Vote of Security Holders - On June 9,

1998, Ampal's shareholders held their annual meeting (the"Annual Meeting"). At such meeting, the shareholders elected thefollowing
individuals asdirectors by the following vote:

FOR AUTHORI TY

W THHELD

M chael Arnon 22,594, 373 71, 754
Benzi on Benbassat 22,595,173 70, 954
Yaacov Elinav 22,595, 273 70, 854
Hllel Peled 22,595,773 70, 354
Shi nron Ravi d 22,595, 273 70, 854
M chael W Sonnenf el dt 22,498, 623 167, 504
Dani el Steinnetz 22,594, 373 71, 754
Raz Steinnetz 22,594, 773 71, 354

Also at the Annual Meeting, the shareholders approved the Ampal-American Israel Corporation 1998 Long-Term Incentive Plan (17,504,257
for; 233,357 againgt; 32,070 abstain) and thegrant of 1,000,000 options and 200,000
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purchase rightsto Dr. Y ehoshua Gleitman, Ampal's Chief Executive Officer (17,463,577 for; 268,547 against; and 37,560 abstain).

Item 5. Other Information - After the conclusion of the Annual Meeting,
Ampal's Board of Directors elected the following individualsto serve as officers for the upcoming year:

Chai rman of the Board: Dani el Steinnetz
Chi ef Executive Oficer: Yehoshua d eit man
Vice President -

Fi nance and Treasurer: Shl ono Mei chor
Vi ce President -

Accounting and Controller: Al'l a Kanter
Vice President -

Legal and Secretary: I sai ah Halivni
Assi stant Secretary: Gennifer A
Starita
Assi stant Treasurer: Harol d Aronowi t z

Also, pursuant to an Amendment, dated June 16, 1998, to aletter agreement, dated September 9, 1997, between Ampal Industries (Israel)
Limited, an indirect wholly-owned subsidiary of Ampal, and Mr. Raz Steinmetz, the Chairman of Ampal’'s Executive Committee, Mr.
Steinmetz's base salary was increased from $100,000 per annum to $175,000 per annum, effective April 1, 1998.

Item 6. Exhibits and Reportson Form 8-K

(8 Exhibits:

Exhibit 3- Amendment, effective June 9, 1998, to the By-laws of Ampal-Americanlsragl Corporation.

Exhibit 10.1 - Loan Agreement, dated April 27, 1998, between Bank Hapoalim Ltd. and Ampa Communications Limited Partnership.

Exhibit 10.2 - Form of Loan Agreement between Ampal Communications Limited Partnership and Bank Leumi Le-lsragl B.M.

Exhibit 10.3 - Amendment No. 1, dated June 16, 1998, to aletter agreement, dated September 9, 1997, between Ampal Industries (Isragl)
Limited and Raz Steinmetz.

Exhibit 11 - Schedule Setting Forth Computation of EarningsPer Share of Class A Stock.
Exhibit 27 - Financial Data Schedule.
(b) Reports on Form 8-K. - None.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant hasduly caused this report to be signed on itsbehalf by the
undersigned thereunto duly authorized.

AMPAL-AMERICAN ISRAEL CORPORATION

By: /s/ Yehoshua d eitnan

Yehoshua d ei t man
Chi ef Executive Oficer
(Principal Executive Oficer)

By: /s/ Shlonmo Meichor

Shl ono Mei chor
Vice President - Finance
and Treasurer
(Principal Financial Oficer)

By: /s/ Alla Kanter

Al'la Kanter

Vice President - Accounting
and Controller

(Principal Accounting Oficer)

Dated: August 12, 1998
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Exhibit No. 3
AMENDMENT TO BY-LAWS

Section 5.1 of the Ampal-American Israel Corporation By-Laws wasamended, effective June 9, 1998, by deleting the sentence "The President
shall be chosen from among the directors, but no other officer need be a director." from such section.
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Exhibit 10.1
(Trangdlation; Origina Documentin Hebrew)

LOAN AGREEMENT

Made and entered into at Tel Aviv onthe 27th day of April 1998

Bet ween: Bank Hapoal i m Ltd.
O 50 Rothschild Boul evard, Tel Aviv 66883
(hereinafter called the "Bank")

And: Ampal Communi cations (a Limted Partnership)
(Partnership No. 55 - 001710 - 7)
Herein represented by the General Partner, Anpal Comunications
Hol di ng Conpany Ltd. care of Anpal Industries (lsrael) Ltd. O
111
Arlozorov Street, Tel Aviv (hereinafter called the "Borrower")

\Wer eas: The Borrower has applied to the Bank to nake available to it
credit facilities in the sumof $ 36,400,000 (thirty six mllion,
four hundred thousand United States dollars) for the purpose
referred to in paragraph 3.02 hereunder;

And Whereas: The Bank is prepared to consent to the application of the Borrower subject to all the conditions and provisions set forth in this
Agreement;

Now thereforeit is agreed between the parties as follows:
1. Interpretation
1.01 The preamble to the Agreement constitutes an integral part thereof.

1.02 Headings of paragraphs are for the purposes of convenience only and areto be disregarded on any question relating to the interpretation of
the provisions of the Agreement.

1.03 This Agreement shall be interpreted in accordance withthe following provisions unless the context otherwise requires:

(a) A reference to paragraphs and to annexes means a referenceto paragraphs and annexes of this Agreement. A reference to this Agreement
means this
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Agreement together withall annexesthereto save for the purposes of the provisions of subparagraph (b) hereunder.

(b) In any instance of an inconsistency between the provisions of thisAgreement and the annexes thereto - the provisions of this Agreement
shall prevail.

(c) Wordsin the singular form shall also includethe plural and vice versa.

2. Definitions

In this Agreement the followingterms shall have the meanings attributed to them hereunder unlessthe context otherwise requires:-
"ACI" - meansAmpal Communications Inc.

"Ampa" - meansAmpa Holdings Communications Company Ltd.

"Ampal Isragl" - means Ampal Industries (Isragl) Ltd.

"Ampal - America" - means Ampa American Isragl Corporation.

"Dallar" and the Sign "$" - means the legal tender of the United States of America; with respect to any payment which is due to be effected in
dollars in accordance with the provisions of the Agreement, means also cash sumsfurnished for discharge on the same day under a New Y ork
Clearing House Inter Bank Payment (or sumsof other cash in dollars, asshall be acceptable and as are customary at the time required for the

purpose of the discharge of international inter bank transactions specified in dollars).

The "Bank" - meansthe Bank Hapoalim Ltd. and all the branches and officesthereof in existence asat the date of entering into thisAgreement
and those which are in existence at any timein thefuture and in addition replacements thereof, and those which exist by virtue thereof.

"Loan" or The"Loan" - means the amount of theunpaid capital of any credit facilitieswhich shall be made available by the Bank to the
Borrower together with interest which shall be capitalized from time to time in accordance with the provisions of paragraph 4.10. The amount
of thecapital of the loan shall be consolidated on the last day of theinterest period terminating on 31st March 2000.

The "Parallel Loan" - has the meaning as defined in subparagraph (m) of paragraph 11.01.

The "Trustee" - means The Bank Hapoalim Trust Company Ltd. which shall
serve asthe Trusteefor theBank and the Borrower.

2
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The "Shareholders' Agreement” - means the Shareholders Agreement (the annex to the Purchase Agreement) which was entered into on 29th
March 1998 between Motorola and the Borrower together with all the annexes thereto.

The "Trust Agreement"” - means the agreement which isto be entered into between the Bank, the Trustee and the Borrower in theform of
Annex Gto this Agreement.

The "Purchase Agreement" - means the Purchase and Sale Agreement dated 5th January 1998 which was entered into between ACI and
Motorola, together with all annexesthereto (including the Partnership Agreement, the Sharehol ders Agreement, the Supply and Maintenance
Agreement and the Administrative Agreement) asamended on 22nd January 1998.

The "Assignment Agreement” - means the agreement for the assignment of rights and obligations dated 18th March 1998 which was entered
into between ACI and the Borrower and under which ACI assigned to the Borrower al its rights and obligations under the Purchase Agreement
and in consideration the Borrower undertook, inter alia, to repay on itsbehalf and for ACI the bridging loan and to pay to Ampal - Isragl its
expensesin connection with the Purchase Agreement.

The "Surplus Agreements" - means the agreementsdefined in paragraph 10.15
of the Agreement.

"Breach" or "an Event Entitling Immediate Repayment of the Loan" meansany one of theevents or circumstances set forth in paragraph 12.

The "Shares" - means 5,500,000 cumulative and participating preference shares numbered 22,000,001 to 27,500,000 (inclusive) in the Mirs
Company, having a par value of NIS 1. each.

The "Mirs Company" - meansthe Mirs Communications Company Ltd. (Company registration number 51 - 261596 - 4) the composition of the
shareholders of whichare at present as follows: Motorola- 22,000,000 ordinary shares having a par value of NIS 1.- each and the Borrower -
11,000,000 cumulative and participating preference shares having a par value of NIS

1. each.

"Trust Account" - means account number 542199 at the Arlozorov branch of
the Bank.

"Obligation” or "Indebtedness’ - means the obligation to pay or to repay a sum of money, either asprincipal debtor or asguarantor or by virtue
of amortgage and irrespective of whether such obligation isin existence now or shall be in existencein the future or whether certain or
conditional.
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"Business Day" - means a day on whichtrading is conducted in deposits specified in United States dollarsin the Inter Bank Euro Market in
London; and if a payment is due to be effected on that day then a further condition of its being a BusinessDay is that it isa day onwhich banks
are open for businessin London andin New Y ork and on which the Bank in Israel effects sales and purchases of United States dollars against
Isragli currency.

"Leumi" - means the Bank Leumi L'lsragl Ltd.

"Li bor" 1. For as long as the Borrower pays on its due date al
amounts due by it in accordance with this Agreenent,
means - in relation to any interest period, a rate of
interest which shall be prescribed by the Bank at or
about 11.00 hours in the norning based on London tine,
on the second Business Day prior to the first day of
that interest period as being the London |Inter Bank
Ofered Rate for twelve (12) nmonths, for the dollar, as
quot ed and published by the Reuters Agency to its
subscribers on the page known as the FRBD page

2. Shoul d the Borrower be in arrears with its payments
to the Bank, neans - in relation to any interest
period, a rate of interest which shall be prescribed
by the Bank on the second Business Day prior to the
first day of that interest period as being the London
Inter Bank Offered Rate for a period of one day, for
the dollar, as quoted and published by the Reuters
Agency to its subscribers on the page known as the
FRBD page.

If on any prescribed date whatsoever the quotation page
shall not have been published by Reuters and/or the
o quotation as aforesaid shall not have included the

Li bor
for the relevant interest period and/or Reuters should
change the banks and/or the data using themat the
present tine for the purposes of such quotation page -
the Libor shall be determined, in the manner heretofore
set out, on the basis of the publications of Reuters on
its other page/s which they have, to the know edge of
the Bank and in consultation with the Borrower, in

or der
to constitute an appropriate substitute for the
quot ati on page. (Any page/s as aforesaid of the Reuters
publications which shall be chosen as a repl acenent for
the quotation page, whether permanently or for a

. particular date, shall also be called if it/they are

or
the purposes of this definition, the "Quotation Page").

If on any prescribed date whatsoever the quotation page
shall not have been published by Reuters, or if on any

o prescri bed date whatsoever the Bank shall deternine

t hat

it is unable itself to finance on the Euro market the
Inter Bank in London at the interest rates contained on
the Quotation Page - then the Libor shall be - the
average (rounded upwards up to the next 1/16th of one
percent) of
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the interest rates as shall be quoted to the Bank, on therelevant prescribed date, by the fixing banks, as theinterest rates at which the Bank shall
be able to obtain depositsin dollars, at a corresponding amount to the amount with respect to which the Bank is requesting the aforesaid
quotation for the corresponding period for therelevant interest period.

"Libid" -the Inter Bank interest for deposits (Euro Rate) - means the Inter Bank rate of interest which the "market makes' for payment for a
foreign currency deposit which another bank would deposit with it.

"Motorola" - means Motorola Communications Isragl Ltd.

"Date of Availability of Credit Facilities" - means the BusinessDay on which the Bank shall make available to the Borrower the amount
specified in paragraph 3.01.

"Date of Payment" - means with respect to each payment of interest: thelast Business Day of the interest period terminating on 31st March
2000 and thereafter the last Business Day of eachinterest period; and with respect to any payment on account of the repayment of the Loan: the
last Business Day of theinterest period terminating in March 2003 and thereafter the last Business Day of each interest period.

"Taxes' - meansany tax, whether on incomeor otherwise, levy, municipal rates, deduction at source, deduction, duty and any other compulsory
payment of any nature whatsoever, whether in existence now or which shall be in existence at any time in the future, together withinterest
and/or penalties with respect thereto (should there be any such). The expression "taxation™ shall be interpreted in accordance therewith.

"Loan Documents' - meansthe Agreement, a pledge of the shares in the Mirs Company, a mortgage and an assignment by means of which half
of therights of the Borrower in pursuance of the Purchase Agreement are mortgaged, a mortgage and an assignment by means of which the
rights of the Borrower as against the Trustee are mortgaged, theirrevocable instructions, and any other document which was enteredinto or
which may be entered into at any timein the future in order to serve assecurity for the repayment of the Loan (in whole or in part) and/or for
the payment of interest withrespect to the Loan and/or any other payment due to the Lender under the Agreement.

"Clearance" or The"Clearance" - means eight tenths of a percent (0.8%).
The "Books of the Bank" - includes any book, ledger, a page of anaccount, a copy of a page of an account, aloan contract, aletter of
undertaking, a hote containing the client's signature, a card index, a sheet of paper, areel, any meansfor the storage of datafor purposes of

electronic computers as well as any other means for the storage of data.
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"Mortgage" - means any security, pledge, mortgage, lien, an assignment, attachment, a secured right, a restriction against thetransfer of
ownership, an excess right, a trust arrangement and any other arrangement or agreement as aresult of which or the purpose of whichisthe
creation of any security whatsoever.

"Mortgage of Shares' - means afixed, first ranking mortgage of 5,500,000 cumulative and participating preference shares, without limitation as
to the amount, numbered 22,000,001 to 27,500,000 (inclusive) together with thefruits accruing therefrom in the Mirs Company including bonus
sharesand all theexisting or future rights and profits embodiedin such shares andin substitution thereof - in the form attached as Annex A to
this Agreement.

"Mortgage and Assignment by means of which Half the Rights of the Borrower

are Mortgaged in accordance with the Sale Agreement" - means a mortgage and an assignment by meansof which half therights and monies
due and/or which may become due to the Borrower from Motorola under the Purchase Agreement are mortgaged, including the assignment of
the right of action of the Borrower against Motorola under the Sale Agreement with respect to therights and the monies mortgaged to the Bank
as aforesaid - intheform attached as Annex B to this Agreement.

The "Mirs License" - means a specia license numbered 12 0120 - 1 - 96051 for the provision of detection business services by means of the
"Mirs', "Multi Wave " and"Multi Frequency” systemsissued by the Ministry of Communications.

"Interest Period" - 1. For as long as the Borrower pays on the

due dates thereof all the anount ow ng under
this Agreement - neans a period of twelve

nmont hs, conmenci ng on the date of the

availability of the credit facilities,

i ncludi ng such date, save for the first

interest period which termnates on 31st
Mar ch

1999.

2. Shoul d the Borrower be in arrears with its
paynments under this Agreement - nmeans a
peri od
of one day.

3. Any interest period (other than the first)
. conmmenci ng upon the expiration of the
previ ous
i nterest period.

3. Availability of the Loan to the Borrower

3.01 Subject to the fulfillment of the conditions and of the obligations set forth in paragraph 3.03, the Bank shall make available to the
Borrower thesum of $ 36,400,000 (thirty six million, four hundred thousand dollars) by crediting the Borrower's account number 680990 at the
Arlozorov branch of the Bank and at the same time the Bank shall debit the Loan Account of the Borrower at the Arlozorov Branch with the
foregoing sum.
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3.02 The Borrower declares that thewhole amount that the Bank shall makeavailable to it isintended only to finance the consideration for
whichit is liablein accordance with the Assignment Agreement.

3.03 The Bank shall make the Loan available to the Borrower only if noinstance of abreach had nor shall take place, nor had nor shall any
event or circumstance have taken place which shall amount to aninstance of a breach in the course of time and/or no notice or warning shall
have been given up to the date of the availability of such credit facilities, provided that as at such date the Borrower shall have furnished to the
Bank the documents set forth hereunder, duly completed and signed to the entire satisfaction of the Bank, and at the sametime all the share
transactions hereunder shall have been carried into effect and paid:

(a) The Borrower shall have signed in favor of the Bank and shall deliver to the Bank:
(1) A deed of pledge for the purpose of mortgaging the Shares, in the form of Annex A to this Agreement.

(2) A deed of pledge for the purpose of mortgaging and assigning by means of which half the shares of the Borrower are mortgaged in
pursuance of the Purchase Agreement, in theform of Annex B to this Agreement.

(3) A deed of pledge for the purpose of mortgaging and assigning by means of which al the rights of the Borrower against the Trustee to
receive, from time to time, monies which shall be deposited into the Trust Account, are mortgaged in favor of the Bank, in theform of AnnexC
to this Agreement.

(b) The Trust Agreement in theform of Annex G to this Agreement, shall have been entered into between the Trustee, the Bank and the
Borrower.

(c) The Borrower shall have delivered to the Bank:
(1) A copy of aresolution of theboard of directors of the General Partner of the Borrower consenting to thisAgreement being entered into by
the Borrower and receipt of the Loan by the Borrower in accordance with the Agreement, and the determination of the person or persons

authorized to sign for and on behalf of the Borrower the Agreement and any document, addendum or accompaniment to this Agreement.
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(2) An Opinion from the Borrower's legal advisor, bearing the date of the signature of the Agreement, inthe form of Annex H to this
Agreement.

(3) A copy of the agreement as to the establishment of the partnership of the Borrower and the certificate of registration of the Borrower, duly
certified by the legal advisorsof the Borrower as being complete and correct.

(4) A copy of the Purchase Agreement (together with all annexesthereto) duly signed by the parties thereto, and every ancillary document
whichis signed in consegquence thereof or in connection therewith (including the Assignment Agreement) duly certified by the legal advisors of
the Borrower as being complete and correct.

(5) The consent of the Director of Trade Restraints withrespect to the partnership between the Ampal group and Motorola.
(6) A copy of theMirsLicense.

(7) An irrevocable instruction from the Borrower to the Mirs Company according to which any payment of a dividend which shall become due
to the Borrower with respect to the shares and itshalf share of any sum which shall be paid from time to time to the Borrower, whether as a
payment relating to a management fee, aconsultancy fee, a participation fee, a use charge, royalties, interest, or otherwise - shall be paid to the
credit of the Trust Account together witha confirmation from the Mirs Company that it will act in accordance therewith, in theform of Annex
D to the Agreement.

(8) Anirrevocable instruction from the Borrower to Motorolaaccording to which half of any amount which becomes payable by Motorola at
any time to the Borrower in accordance with the Purchase Agreement shall be remitted to the credit of the Trust Account together witha
confirmation from Motorola that it will act in accordance therewith, in theform of Annex E to this Agreement.

(9) An irrevocable instruction from the Borrower to the Trustee according to which a mortgage and an assignment in favor of the Bank by
means of whichall its rights against the Trustee to receive fromtime to time monies which shall be deposited in the Trust Account are
mortgaged, together witha confirmation from the Trustee according to which he undertakes not to remit to the Borrower any monies deposited
inthe Trust Account without
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receiving the prior approval of the Bank thereto, in the form of Annex F to this Agreement.

(10) The share certificates with respect to the Shares.

(12) A confirmation from Secretary of the Mirs Company in the form of Annex | to this Agreement.
(d) It shall have paid to the Bank the costsreferred to in paragraph 21.01 of thisAgreement.

4. Payment of Interest

4.01 The Borrower shall pay interest on the Loan effective from the date of the availability of the Loan with respect to each interest period, at
the Libor rate together with the Clearance (the "Interest") per annum.

Effective from theavailability of the entire Loan and up to the last Business Day of theinterest period terminating on 31st March 2001, the
interest which shall accumulate on the Loan shall be capitalized at theend of each interest period and shall be added to the unpaid balance of
the capital of theLoan in such manner that it shall congtitute anintegral part thereof; thereafter - the interest withrespect to the balance of the
unpaid balance of the Loan shall be paid by the Borrower to the Bank upon each payment date.

4.02 The interest shall accumulate from day to day and shall be calculated on the basis of theactual number of days which have elapsed,
divided by 360.

5. Repayment of the Loan

The Borrower shall repay the Loan to the Bank in 5 consecutive amounts on each payment date, effective from thelast BusinessDay of the
interest period terminating on 31st March 2004, at the following rates:

On 31st March 2004 it shall repay 10% of theLoan,
On 31st March 2005 it shall repay 15% of theLoan,
On 31st March 2006 it shall repay 25% of theLoan,
On 31st March 2007 it shall repay 25% of theLoan,

And on 31st March 2008 it shall repay 25% of the Loan.
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6. Arrears Interest

6.01 The Borrower shall pay arrears interest (hereinafter called "Arrears Interest") on amounts unpaid on thedate asbound under the
Agreement, effective from the date prescribed for the repayment thereof up to the actual date of payment (either prior to or after the grant of a
judgment) at arate of two percent (2%) per annum over and above the amount of the Clearance together withLibor.

6.02 Furthermore, the Borrower shall pay Arrears Interest at therate set forth in paragraph 6.01 hereof on amounts which aredue for payment
to the Bank under this Agreement upon demand and not were paid to the Bank withinfive (5) Business Days from the date of demand by the
Bank, effective from thedate of demand by the Bank up to thedate of actual payment (either prior to or after the grant of ajudgment).

6.03 The Arrears Interest shall be paid to the Bank upon demand, and until so paid it shall be capitalized and added to the capital of the Loan
every month.

7. Additional Costs

If as aresult of achange inthelaw or in the interpretation of the provisions of any law and/or asaresult of anobligation or arequirement of the
instructions of the Bank of Israel or of any fiscal or monetary authority in Israel:

(1) The Bank shall bear additional costs as aresult of its agreement to enter into a contractual arrangement under this Agreement and/or by

reason of the performance of itsobligations in accordance with the Agreement and/or its obligation to make available to the Borrower the Loan
and/or to continue to make available the unpaid balance of the Loan; or

(2) The Bank isunable to obtain thesame yield rate on all its capital resources whichit would otherwise have obtained but for its having
entered into the contractual arrangement under the Agreement and/or the existence of its obligations thereunder and/or having taken upon itself
the fulfillment of its obligation to make the Loan available and/or to continue to make available the unpaid balance of theLoan; or

(3) The cost of financeto theBank had increased as a result of the availability of the Loan or the continued availability of the unpaid balance of
the Loan; or

(4) The Bank had been required to pay tax (other than on its net chargeable income) or any other payment in connection with the Loan and/or
with theunpaid balance of the Loan and/or in relation to any amount whichit had granted and/or islikely to give on thestrength of this
Agreement,
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then the Borrower shall pay from time to time forthwith upon the Bank's demand, additional amounts at such rates asshall be sufficientto
compensate the Bank for such additional costs of finance to the Bank.

The Bank shall furnish to the Borrower as soon as possible after theforegoing occurrence, a detailed description within reason of the
occurrence entitling the Bank to demand such additional paymentson thebasis of thisparagraph.

The Borrower shall be entitled, after receipt of a demand for such payment, to give noticeto the Bank of itsdesire to effect early repayment of
the entire Loan (but not merely a part thereof) upon the next payment date; provided that on such date it shall pay to the Bank al theinterest
which had accumulated on the unpaid balance of the Loan and all the additional amounts for which the Borrower isliable pursuant to this
Agreement.

8. Early Repayment

8.01 The Borrower shall be entitled to effect the early repayment of the unpaid balance of the Loan or any part thereof without payment of a
penalty upon the fulfillment of the conditions set forth hereunder:

(a) If suchrepayment isa part of theunpaid balance of the Loan, then the amount which shall be paid as an early repayment shall not be less
than $ 1,000,000.

(b) Such early repayment shall be effected on the last Business Day of an interest period, by giving not less than 30 daysnotice in writing in
advance to the Bank, which shall be irrevocable and which shall indicate the amount due for early repayment. Should the early repayment bein
effect other than onthe last Business Day of an interest period and/or should such advance notice in writing of not lessthan 30 days not be
givento theBank - the Borrower shall compensate the Bank immediately upon receipt of a demand from the Bank with respect to the
differences between the amounts of interest for the period from the date of such early repayment and the expiration of the current interest period
in accordance with theLibor to that interest period, and the amounts of interest to that period in accordance withthe Libor on the date of early
repayment, to the period between the date of early repayment andthe expiration of the current interest period.

(c) Amountspaid as an early repayment in accordance with this paragraph shall be credited on account of theearly repayment of theLoan, in
reverse order to the repayment thereof and it shall not be possible to obtain a readvance thereon.

(d) None of the occurrences set forth in paragraph 12 of the Agreement shall have taken place and continue to persist.
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(e) All of theamounts of the Loan, the duedate of repayment of which is on the date on whichan early repayment isintendedto be in effect,
shall be paid on the due date thereof.

(f) No such early repayment shall be effected by meansof refinancing from banking or quasi-banking sources.

8.02 Should the Borrower deliver a notice as to its intention to effect an early repayment in accordance with the termsof this Agreement, but
should in fact such early repayment not be effected, then the Borrower shall compensate the Bank, immediately upon receipt of a demand from
the Bank, withrespect to any loss or expense occasioned to the Bank as a result of the failure to effect such early repayment on such date.

8.03 The Borrower shall not be entitled to repay the Loan or any part thereof other than upon the terms expressly set forth in this Agreement.

9. Date, Place and Manner of Payment

9.01 Payment made by the Borrower in accordance withthis deed shall be made to the Bank clear and free of any tax, without setoff or
counterclaim, in United States dollars capable of being freely converted and at the Arlozorov branch of the Bank, or at any other place as shall
be determined by the Bank provided that it shall have given 30 daysadvance notice thereof to the Borrower.

9.02 Should the Borrower be required at any time whatsoever pursuant to the lawsof the State of Israel to deduct tax at source frominterest
payments due to the Bank under thisAgreement, then the Borrower shall be entitled to effect such deduction provided that in such an event it
shall furnish to the Bank due verification as to the deduction of incometax at source, in suchform as shall be acceptable to the Income Tax
Commissioner, and subject also this beingin accordance with the provisions of Isragli law which at that time are that such deduction at source
shall be considered as part of theincome tax of the Bank; should this not be the case, the amount due by the Borrower with respect to interest
under the Agreement shall be increased at such rate as shall be required in order to ensure that after the deduction of the tax or the payment
thereof by the Borrower, the full amount of the agreed interest, which was supposed to be have been received by the Bank in accordance with
the Agreement had it not been for therequirement of the deduction of thetax or the payment thereof by the Borrower, shall be received by the
Bank upon thedate of such payment.

9.03 All payments dueby the Borrower to the Bank in accordance with this Agreement shall be paid only on a BusinessDay, as defined in this
Agreement. If the date of payment of any amount whatsoever shall be due on a date whichis not a Business Day, such payment shall be effected
on the next Business Day following, unless as a result thereof such payment shall become duein thefollowing calendar month; in such anevent
the payment shall be advanced to the preceding Business Day.
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9.04 All amounts payable in accordance with this Agreement shall be effected by 12.00 noon on that Business Day. Any payment effected after
this time shall be deemed to be a payment at 09.30 on thefollowing Business Day.

9.05 Any payment made by the Borrower on aday whichis not a BusinessDay, shall be deemed to be a payment on thefirst BusinessDay
following.

10. Securities

10.01 As security for the due and faithful payment of all amounts due and/or which shall become due to the Bank by the Borrower for the
repayment of the Loan in accordance with this deed the following securities shall be utilized:

(8 A mortgage of the Shares aswell as a mortgageand an assignment by means of the mortgage of 50% of any payment due and/or to become
due to the Borrower fromthe Mirs Company, withrespect to management fees, consultancy fees, participation fees, royalties, interest or
otherwise - in the form attached as Annex A to this Agreement.

(b) A mortgage and an assignment by meansof the mortgage of half the rights of the Borrower in accordance with the Purchase Agreement in
the form of Annex B to this Agreement.

(c) A mortgage and an assignment by means of a mortgagein favor of the Bank of all the rights of the Borrower against the Trustee in
accordance withthe Trust Agreement, to receive from time to time, amounts which shall be deposited into the Trust Account, in the form of
Annex C to this Agreement.

(d) Anirrevocable instruction from the Borrower to the Mirs Company confirmed by the Mirs Company in the form of Annex D to this
Agreement, pursuant to which half of any amount whichis paid by the Mirs Company (either in the nature of a sharein profits, or as a payment
with respect to management fees, consultancy fees, participation fees, use charges, royalties, interest or otherwise) shall be remitted to the credit
of theTrust Account.

(e) Anirrevocable instruction fromthe Borrower to Motorola and a confirmation from Motorola to remit half of any amount which shall be
payable to the Borrower from time to time by Motorolain accordance with the Purchase Agreement to thecredit of the Trust Account, in the
form of Annex E to this Agreement.

13

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




(f) Anirrevocableinstruction from the Borrower to the Trustee as to the mortgageand assignment by meansof a mortgage in favor of the Bank
of al itsrights against the Trustee and confirmation by the Trustee according to which he undertakes not to remit monies deposited and/or
which shall be deposited fromtimeto timeinthe Trust Account, to the Borrower, intheform of Annex F to this Agreement.

(9) The lodgement of the share certificates of the Shares with the Bank.

(h) The mortgage of all monies deposited and/or to be deposited fromtimeto timein the Trust Account in the form of Annex M to this
Agreement.

(i) Any other security which shall be furnished by the Borrower or by any person on its behaf or by any of its partnersin accordance with the
provisions of paragraph 10.15 of this Agreement.

10.02 All the securities shall be cumulative and independent of each other, shall not affect other securities which the Bank holds or shall hold,
and shall serve in the nature of a continuing security for the dischargein full of all amounts to which the Borrower isbound pursuant to this
Agreement.

The Bank shall be entitled to realize the securities in any order as it shall determine and thefailure to utilize any security shall not be construed
as prejudicing or derogating fromthe use of any other securities.

10.03 It is agreed between the Borrower and the Bank that the Bank shall be entitled to utilize only securities deposited under paragraph 10.01
in order to recover monies whichthe Borrower owesto the Bank by virtue of this Agreement and to utilize deposits to discharge any
indebtedness of the Borrower towards it.

10.04 The Bank hereby declares and confirms that it is aware that the realization of the mortgage of the Shares shall be deemed to be a Transfer
in accordance with the Shareholders Agreement and subject to the limitations set forth in paragraphs X and X1 of the Shareholders Agreement.
At the time of signature of this Agreement the Bank shall confirm theforegoing by itssignature of a confirmation in theform of Annex Jto this
Agreement.

10.05 Notwithstanding the mortgage of the Shares in favor of the Bank and the mortgageand assignment by meansof a mortgage of al the
rights of the Borrower against the Trustee to receive from time to time moniesto be deposited in the Trust Account in favor of the Bank - the
Borrower shall be entitled to obtain for its use:

(a) Accumulated amounts of upto $ 150,000 for each calendar year to finance its partnership expenses provided that none of the occurrences
set forthin paragraph 12 of the Agreement shall have arisen.

14

peres e SO irsssn 2002, EDGAR Online. I nc.




(b) Additional amounts (including thosefor the purpose of their distribution to the partners of the Borrower) provided that the following
conditions have cumulatively been fulfilled:

(1) The source of themoniesisthe payment of adividend fromthe Mirs Company resulting from profits in theordinary course of thebusiness
of theMirs Company only and/or from Motorola payments in accordance with the Purchase Agreement.

(2) None of the events set forth in paragraph 12 of the Agreement had occurred and had continued to persist.

(3) The balance remaining in the Trust Account is sufficient to securethe payment of all amounts of the Loan due for repayment in that
calendar year and in the year following.

(4) The Borrower had signed an additional deed of pledge in order to give a double validity to thefixed and first ranking mortgage over
amounts deposited in the Trust Account.

(5) Should the Borrower request thereceipt for its use of more than 35% of the monies deposited in the Trust Account in the same calendar
year - the Borrower shall furnishto the Bank asa condition of the withdrawal of moniesin excess of 35% as aforesaid (hereinafter called the
"Surplus Amounts"), guarantees and securities to the entire satisfaction of the Bank, of the partners in the Borrower, each onein accordance
with its sharein the Borrower, to securethe repayment of the Surplus Amountswhich had been transferred for utilization by the Borrower
should any of the events set forth in paragraph 13 of the Agreement take place, together withinterest at the same rate as that rate of interest
whichwould be applicable from time to time on the Loan under paragraph

4,01 of this Agreement at any time between the date of thewithdrawal of such Surplus Amounts and up to the date of the actual depositing of
such Surplus Amounts together with the interest with respect thereto, into the Trust Account and the mortgaging thereof under afixed and first
ranking mortgage in favor of the Bank.

It is recorded that if only some of the guarantees and securities which the Bank had requested to obtain are delivered - the Surplus Amounts
whichthe Borrower shall be entitled to receive for its utilization shall be limited in accordance with the guarantees and securities asfurnished to
the Bank.
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If not all theconditions heretofore set out have been fulfilled, than all the amounts deposited in the Trust Account shall serve to secure the
repayment of the amounts for which the Borrower isindebted in accordance with this Agreement.

11. Representations, Declarations and Undertakings
11.01 The Borrower hereby declaresin favor of the Bank as follows:

(a) The Borrower isalimited partnership which was duly incorporated in accordance withthe lawsof the State of Israel and registered under
the provisions of the Partnership Ordinance [New Version] 1975.

(b) The generd partner of the Borrower is Ampal andthe limited partnersin the Borrower are: Marinara Ltd., Bardilor Ltd., Hapoaim
Properties (Shares) Ltd. and The Isragl Mezzanine FundL. P. (hereinafter jointly called the"Partners").

The proportionate shares of each of the partners in the Borrower are as follows: Ampal - 75.1%, Marinara Ltd. -
9.0996%, The Israel Mezzanine Fund L. P. - 7.45%, Bardilor -
0.91% and Hapoalim Properties (Shares) Ltd. - 7.45%.

The Partners are the registered and effective ownersin their ownright (and not asatrustee for other persons and/or another on behalf of other
persons) with respect to their entire interest in the Borrower.

(c) The Borrower duly enjoysall the authority powers and rights to be the owner of all the assets of the partnership and to manage its business
as presently conducted.

(d) The Borrower isthe owner of 11,000,000 cumulative and participating preference shares having a par value of NIS 1. each intheMirs
Company conferring upon it one third (1/3rd) of thevoting rights and of the capital of the Mirs Company.

(e) The Shares are clear of any debt, mortgage, claim or the rights of third parties, save for a mortgageof the Shares effected in favor of the
Bank in accordance with this Agreement and the rights granted to the remaining shareholders of the Mirs Company in accordance with
paragraphs X and X| of the Shareholders Agreement.

(f) The Borrower isthe owner of al the powers, authorities and rights for the purpose of entering into a contractua arrangement under this
Agreement, and for the purpose of thefulfillment of all the provisions thereof.
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(g) The Borrower has obtained all such consents, authorities, permissions and approvals as are required in connection with itsentering into the
Agreement and for the purposes of the fulfillment of the obligations of the Borrower in accordance therewith, and there is no need to obtain any
additional consents, authorities, permissions, and approvals whatsoever.

(h) All the obligations of the Borrower under the Agreement are lawful, abiding, valid and binding and are capable of enforcement against the
Borrower in accordance with the provisions thereof.

(i) Entering into thisAgreement by the Borrower and the fulfillment of its obligations in accordance therewith do not and will not: (1) breach
any provisions whatsoever of law or permission applicableto, or granted to the Borrower; (2) cause the breach of any contract, document or
obligation to which the Borrower is a party; (3) be a breach or deviation fromany provision of the Partnership's founding agreement.

(j) The Borrower has not breached any contract or permission to which it isa party or granted to it under any breach whichis likely to affect in
an essential manner the capability of the Borrower to fulfill its obligations in accordance with the documents comprised withinthis Agreement.

(k) To the knowledgeof the Borrower, no action, arbitration, litigation or administrative processes are pending or are afoot against the
Borrower or against Motorola (in connection with the Mirs operations) or against ACI or against the Mirs Company which are capable of
materialy affecting the ability of the Borrower to fulfill its obligations under this Agreement.

() No occurrence or circumstance hasoccurred which constitutes, or which may constitute in the course of time or after the giving of notice or
awarning, any of theevents set forthin paragraph 12.

(m) The Borrower haspaid the sum of $ 112,000,000 (one hundred and twelve million dollars) for its rights under the Purchase Agreement
(including the accompanying expenses), this amount being financed inter alia with credit made available to the Borrower under this Agreement
and an identical sumwhich is/will be made availableto the Borrower through Leumi.

(n) Save for the mortgage of the 5,500,000 cumulative and participating preference Shares numbered 22,000,001 to 27,500,000 and al the
present and/or future rights and the profits embodied in the Shares and their replacement, and the amounts of the dividends with respect thereto,
and the mortgage of 50% of all payments to be made to the Borrower by the Mirs Company and the mortgage of half of therights of the
Borrower under the sale agreement which confers upon Leumi as security for theparallel loan -
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thereis no mortgage over the assets of the Borrower andits rights (both present and future), either over al or part thereof.
(o) The due dates for the repayment of the Parallel Loan arethe same as the due dates of the payments prescribed in this Agreement.

11.02 The representations contained in subparagraphs (a), (¢), (f), (9),

(h), (i) and(j) of paragraph 11.01 shall be considered as representations and declarations furnished on a continuous and continuing basis by the
Borrower with effect fromthe date of entry into the Agreement and for as long asthe Borrower isindebted to the Bank for any amount
whatsoever in accordance with the provisions of the Agreement and as though they had been furnished with reference to facts and
circumstances existing on a continuous and continuing basis as aforesaid.

11.03 The Borrower undertakes in favor of the Bank that for aslong asit shall oweany monies whatsoever under this Agreement:

(a) The Borrower shall obtain or shall procure that it obtains any consent, authorization, permission or permit of any governmental or public
authority or of the court, as may be likely to be required or to be appropriate fromtime to time accordingto law, for the purpose of the
complete fulfillment, or the continued complete fulfillment of any obligation of the Borrower under the Agreement. The Borrower shall ensure
that any such consent, authorization, permission or permit as aforesaid shall continue to be fully valid and binding and it shall fulfill al the
conditions and provisions prescribed therein.

(b) The Borrower shall procure the preparation of financial reports of the Borrower and shall take stepsto prepare financial reports of the Mirs
Company in accordance withacceptable and customary accounting principles in Isragl, which shall be consistently applied with respect to each
financial year, and shall procure that such reports shall be certified by a chartered public accountant. The Borrower shall deliver a copy of such
financial reports to the Bank as soon as possible but not later than 180 days after the end of the period to whichthe reports refer.

In addition the Borrower shall procure the preparation of a quarterly balance sheet and a quarterly profit and loss account relating both to it and
to the Mirs Company, copies of which shall be delivered to the Bank within 60 days of the end of the period to which they refer.

(c) The Borrower shall furnishto the Bank such financial and other information relating to the Borrower and to its business, as shall be
reasonably required by the Bank from timeto time.
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(d) That it shall not effect the early repayment of the Parallel Loan without offering to repay in similar fashion the credit afforded to the
Borrower in accordance with this deed upon the sameconditions on which the Borrower effects the early repayment of theParallel Loan and
that should the Bank accept such offer the Borrower shall simultaneoudly effect the repayment of both the credit afforded under this Agreement
and the credit afforded in accordance with the Parallel Loan in suchaway that at all times the ratio between the amounts which the Borrower
had repaid to Leumi relative to the unpaid balance of the Parallel Loan shall be identical to theamounts that shall have been paid to the Bank

under this deed relative to the unpaid balance due to the Bank in accordance with this Agreement.

(e) The Borrower shall deliver to the Bank in each year its annual business plan together with any amendments, to such planimmediately upon
approval thereof by the Mirs Company.

(f) The Borrow shall, upon the Bank's demand, sign any document whichin the opinion of the Bank it requiresin order to allow, fromtimeto
time, for theissue of mortgages for which the Borrower is obligated in accordance with paragraph 10.01 of this Agreement, includingthe
registration of a new fixed mortgage, fromtime to time, in favor of the Bank upon any crediting of the Trust Account, in order that half of any
amount which is payableto it from time to time by Motorola in accordance with the Purchase Agreement and any amount which is payableto it
from time to time by the Mirs Company with respect to the Shares, including those in the nature of adistribution of profitsto shareholders, as
well as 50% of any payment of management fees, consultancy fees, participation fees, use charges, royalties or interest or otherwise whichis
payable to it by the Mirs Company, aswell as any monieswhich shall have been deposited from time to timeinto the Trust Account, shall be
bonded in favor of theBank under afixed first ranking mortgage for the repayment of the amounts for which the Borrower isliable under this
Agreement.

(g) The Borrower undertakes to give notice to the Bank asto any breach of the conditions of the Purchase Agreement on the part of any party
whatsoever to such Purchase Agreement immediately upon itsbecoming aware of any such break.

(h) Neither the Assignment Agreement nor therights of the Borrower in accordance therewith shall be atered and/or amended, either in whole
or in part, nor assigned nor ceded in favor of other persons without receipt of the prior written consent of the Bank thereto.
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(i) Neither the Purchase Agreement nor therights of the Borrower in accordance therewith shall be altered and/or amended, either in whole or
in part, nor assigned nor ceded in favor of other persons without receipt of the prior written consent of the Bank thereto.

(1) No act shall be performed which may prejudice and/or which may be likely to prejudice the effectiveness of the mortgage over the shares
purchased, in favor of the Bank and the Borrower shall take whatever action may be necessary for the purpose of protecting the effective
operation of the foregoing mortgage.

(k) The Borrower shall vote against any allotment of sharesin the Mirs Company other than:

(&) Anallotment of shares under which thevalue of the Company exceeds $ 330,000,000.

(b) The alocation of bonus share.

(c) The alocation of shares to employees.

(d) The alocation of sharesto directorswho arenot "parties at interest” in the Borrower.

(e) A Public Offering.

11.04 The Borrower undertakes in favor of the Bank that from the date of this Agreement and for as long as it shall owe any monies whatsoever
to the Bank in accordance with this Agreement, without the prior written consent of the Bank:

(a) The Borrower shall not create, nor enable nor agree to the creation of a mortgage over itsobligations, itsproperty, itsrights and its income,
either present or future, other thanin favor of Leumi in pursuance of paragraph 11.01 (n) heretofore and other than the pledge of further shares
whichit may acquire inthe Mirs Company, this being as security for a further loan which may be granted to it for such purpose.

(b) The Borrower shall not merge or combinewith any other entity.

(c) The Borrower shall not engagein any activities which exceed the bounds of the management of its investment in the Mirs Company.
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12. Breaches. Events Constituting Grounds for |mmediate Repayment

12.01 The Bank shall be entitled to insist upon the immediate repayment, forthwith upon demand by it, of the amounts due and which shall
become dueto the Bank by the Borrower (in whole or in part) under any one of the occurrences enumerated hereunder -

(a) The Borrower shall havefailed to pay, on due date and in the manner prescribed therefor in this Agreement, any amount whatsoever which
the Borrower is obliged to pay within the context of thisAgreement, and the aforesaid breach shall not have been remedied within 15 (fifteen)

days; or

(b) The Borrower shall have breached, or shall have prevented thefulfillment of any of its obligations or undertakingswhatsoever whichit had
assumed in accordance with this Agreement (except for the non payment of any amount whatsoever on the due date thereof) and such breach
shall not have been remedied within 30 daysfrom the date of the Bank's demand; or

(c) The Borrower shall have been required to effect the early payment of an obligationwhich it owes to other creditors; or
(d) Any of the representations contained in this Agreement shall have been proved to have been untrue in any material detail; or

(e) Any of the consents, confirmations, permissions or permits of or any registration whatsoever with, or any declaration whatsoever to, any
governmental authority or public body, or judicial authority or otherwise, which the Borrower isrequired to obtain or to be given, in order to
approve, or in connection withthe signature, the execution, the issue, the enforcement or exercise, of this Agreement or in connection with the
carry out of the obligationsof the Borrower under thisAgreement or under the Purchase Agreement - shall have been changed, shall not have
been granted, shall have been cancelled, shall have lapsed and not have been renewed, or shall have ceased in any manner whatsoever to be
valid and which shall not have been remedied within 30 days from the date of the Bank's demand; or

(f) Any creditor whatsoever of the Borrower shall have imposed an attachment in an amount in excess of $ 1,000,000 over, or shall have seized,
or shall haveingtituted any execution proceedings whatsoever against, or any other action or proceedings whatsoever in connection with, the
assets of theBorrower or any rights, income, obligations or any property whatsoever of the Borrower and the aforesaid proceedings shall not
have been withdrawnwithin 60 days; or
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(9) If the Borrower shall have ceased to repay its obligations or shall have been unable to comply with itsrepayment obligations, or shall have
admitted its inability to repay itsobligations, or if the Borrower shall have commenced contacts or negotiations with its creditors or any one of
them, with theintention of reaching an arrangement of its debts or a rescheduling of its debts or of any part thereof, or shall have reached an
agreement as to an arrangement or shall have in fact have entered into any arrangement whatsoever in favor of a creditor or creditors (whether
generally or in connection witha particular class of creditors) or if it shall have ingtituted any proceedings whatsoever in relation to the
Borrower under any law, provision, regulation or other arrangement relating to an arrangement of debts or rescheduling of debts or any other
similar such arrangement; or

(h) The Borrower shall have taken any action, or proceedings or stepswhatsoever in connection with:

1. A declaration by it of insolvency or the cessation of repayment; or

2. Thewinding up or liquidation thereof; or

3. The appointment of aliquidator, areceiver, atrustee, manager or any similar such official, irrespective of whether such appoint is provisional
or final, in connection with the Borrower withrespect to any, or any material part of, itsassets, its obligations, its rights or itsincome, asthe
case may be; or

(i) All or amaterial part of theobligations, property, assets, rights, income, shares or any right of ownership and other property of the Borrower
shall have been seized, confiscated, nationalized or removed fromits ownership in accordance withan order or directive of a competent
authority; or

() Any change shall have taken place in the documents of incorporation of the Mirs Company which are construed as atering in any manner the
rights conferred upon the Shares other than changes effected on the eve of a Public Offering, withrespect to which 7 Business Days prior notice
had been given to the Bank; or

(k) Action had been instituted against the Borrower and/or against the Mirs Company which materially adversely affects or whichraises a
reasonable risk that it might materially adversely affect theability of the Borrower to effect the repayment of the amounts for whichitis
obligated under this Agreement; or
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() The Borrower had failed to furnish to the Bank periodical financia reports, books of account or other supporting documents in connection
with the position of its business and that of the Mirs Company as required under paragraph 11 of this Agreement andthis state of affairs had not
been remedied within 15 days fromthe date of the Bank's demand; or

(m) In theevent of any oneof the occurrences enumerated in this paragraph having changed resulting from changesin the partners in the
Borrower if any security and/or any guarantee had been furnished to the Bank as a condition of therelease of Surplus Amounts in accordance
with theprovisions of paragraph 10.05 of the Agreement.

(n) The Purchase Agreement shall have been changed and/or altered, either wholly or in part; or

(o) The Assignment Agreement shall have been changed and/or altered, either wholly or in part; or

(p) The Mirs License, either wholly or a material part thereof, shall have been cancelled and/or suspended and/or restricted and/or lapsed and/or
shall not have been renewed, in such manner that the Mirs Company no longer enjoys an authority from Ministry of Communication to operate

the Mirs system under an arrangement to the satisfaction of the Bank; or

(q) If in the opinion of the Bank any material obligation whatsoever of the Borrower had been breached because of an illegality, the absence of
binding force or impossibility of performance; or

(r) Ampal - Americashall have ceased to be the owner either directly or indirectly of not less than a51% interest in Ampal; or
(s) Ampal shall have ceased to be the owner of not less than a 51% interest in the Borrower; or
(t) Ampal shall have ceased to be the general partner in the Borrower; or

(u) The amount of sales by the Mirs Company and the net pre tax profit of the Mirs Company shall have declined beyond the amounts set forth
hereunder:

For the years 1998 and 1999 - the amount of sales shall have declined from$ 160,000,000 and the net pre tax profit shall have declined from $
3,000,000.
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For the years 2000 and 2001 - the amount of sales shall have declined from$ 120,000,000 and the net pretax profit shall have declined from $
20,000,000.

For the years 2002 and 2003 - the amount of sales shall have declined from$ 280,000,000 and the net pretax profit shall have declined from $
70,000,000.

For the years 2004 and 2005 - the amount of sales shall have declined from $ 300,000,000 and the net pre tax profit shall have declined from $
55,000,000; or

(v) In accordance with any audited annua financia report the Mirs Company shall have sustained aloss (before tax) for two consecutive years,
or

(w) If the Borrower shall have been compelled to sell the Shares under the provisions of paragraph 11.3 ("Bring Along") of the Shareholders
Agreement.

(x) The expiration or cancellation of the consent of the Trade Restraints Director to the merger between ACI and Motorola.

12.02 If the Bank insists on the immediate early repayment, in whole or in part, of the Loan, the Bank shall in addition be entitled to give notice
to the Borrower and/or to a guarantor that:

(a) The Loan and all the additional sums due to the Bank under this Agreement shall bear interest at therate as prescribed in paragraph 6 of this
Agreement, as though such amounts had not been paid on due date. Upon delivery of such noticethe interest shall be due for payment
immediately or in accordance with the provisions of such notice; and/or

(b) To redlize the securities, either inwholeor in part, which were handed over to secure the amounts for which the Borrower was obligated
under this Agreement, in any manner permitted by law.

13. lllegality and an Alternative Basis

13.01 This Agreement is entered into according to the provisions of the law, the regulations and the monetary provisions whichare inforce as
at thedate of its being entered into and in accordance with the existing conditions in theinternational financial market. If for reasons which are
not dependant on the Bank, the grant of the Loan and/or itscontinued funding shall be rendered unlawful or impossible, the Bank shall be
entitled to give notice thereof to the Borrower, and the Borrower agrees that in such an event the unpaid balance of the Loan, together
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with interest due thereon and any additional amount due to the Bank under this Agreement, shall be due for repayment within 30 daysfrom the
date of the giving of such noticeas aforesaid, or upon the expiration of that interest period, whichever shall be the earlier.

13.02 (a)

(b)

busi ness

t he

(c)

14. Attributing Payments

If at any time by reason of changes which affect the Inter
Bank Eurodollar nmarket, the Bank is unable, for reasons
whi ch are not dependent upon it and which are beyond its
control, to determine the Libor, or should it be itself
unabl e, for reasons which are not dependent on it, to fund
in United States dollars in relation to the Loan, then it
shal | give notice thereof to the Borrower.

The Bank shall in the circunstances set out in subparagraph
(a) propose to the Borrower an alternative basis for the
continuation of the provision of the Loan simlar to that
given by the Bank at that time to its other preferred

clients under simlar transactions (hereinafter called the
"Alternative Basis"). Such an Alternative Basis would be
likely to include alternative interest periods in other
foreign currency, or different interest rates, taking into
consi deration the unutilized bal ance of the Loan and the rate
of the Clearance. The Alternative Basis shall be binding on
the Borrower and shall be of full force in accordance with

conditions thereof, with effect fromthe date upon which the
Bank had gi ven such notice thereof to the Borrower.

Shoul d the Borrower decide that it does not desire to
continue to borrow the Loan or any part thereof, in
accordance with the Alternative Basis, then it shall give
notice thereof to the Bank within 10 days from the date of
receipt of the Bank's notice with respect to the
Alternative Basis. Upon giving the Borrower's notice as

af oresai d, the unpaid bal ance of the Loan shall becone due
for i mediate repaynent, together with the full interest
whi ch had accunul ated and which is accurul ating, at the
rate thereof during the course of the last interest period
inrelation to which the rate of interest had been

det erm ned taki ng heed of Libor.

Unless otherwise agreed between the Bank and the Borrower, all monies deposited by the Trustee and/or the Bank or which are received by it
on behalf of theBorrower, shall be credited by the Bank on account of any amount due to the Bank by the Borrower under this Agreement, as
set forth hereunder, without taking into account whether the Borrower or any third party may have requested that such monies be attributed for
any other purpose, or in any other manner;
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(a) Firstly, for payment to the Bank of al the costs and payments, including those which the Bank had borne for the purpose of the realization
and enforcement of its rights under the Agreement or the Loan Documents.

(b) Secondly, for the payment of interest/arrears interest on the Loan.

(c) Thirdly, for theearly repayment of amounts of the capital of the Loan, in reverse order to the date of repayment of any amount.
15. Obligation of the Borrower to GiveNotice

The Borrower undertakesto giveimmediate notice to the Bank:

(a) Concerningany instance of aclaimof aright relating to any security whatsoever which had been furnished or whichisto be furnished to the
Bank under thisAgreement or in relation thereto.

(b) Concerning any of the events enumerated in paragraph 12 hereof.
(c) Concerningany change of address.

(d) Concerning any application whichisfiled against the Borrower or by the Borrower for thewinding up of the Borrower, including the
adoption of aresolution by the Borrower as to its voluntary windingup and/or a merger.

(e) Concerning any application for the appointment of areceiver over al the assetsof the Borrower or over any part of such assets.
(f) In the event of any of the occurrences enumerated in subparagraphs
(d) and (h) heretofore relating to any oneof the partners in the Borrower, if such partner had furnished security and/or a guarantee under

paragraph 10.05 of this Agreement, immediately upon the Borrower becoming aware thereof.

(g) Concerning any instance of a claim in relation to the right of useby the Mirs Company of a communication frequency which is being used
by it or concerning any instance of the cancellation of its right of use of such frequencies.

(h) Concerning any instance of a material breach of any of the conditions of the Purchase Agreement or the Assignment Agreement.
(i) Concerning any instance of the cancellation (in wholeor in part) of the Purchase Agreement or the Assignment Agreement.

(j) Concerning any instance of the cancellation of the Mirs Company License by the Ministry of Communications for the operation of theMirs
network.
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16. Compensation With Respect to an Amount Not Paid on Due Date

If for any reason whatsoever, theLoan or any part thereof or interest accumulating thereon shall be paid or raised (either by the Borrower or by
any third party whatsoever) by virtue of a security or otherwise, on any day other than the appointed date of payment (other than under an early
repayment pursuant to paragraph 8 of this Agreement), the Borrower shall pay to the Bank upon demand an amount which compensates the
Bank for theloss sustained by it as aresult of such paymentswhich were borrowed in order to carry out and to finance the Loan and/or the
continued grant thereof (including compensation with respect to loss of income), this being in relation to any amount repayable (including early
repayment) or whichis recoverable during the course of aninterest period, and which had not been paid on the agreed date for such payment.

17. Waivers

Any delay in or refraining from the exercise by the Bank of any right, power, privilege or remedy under this Agreement or any of the Loan
Documents shall not impair such right, power, privilegeor remedy and shall not be deemed as being a waiver thereof andin addition its having
done so on one occasion or partially with respect to any such right, power, privilege or remedy shall not preclude any other or further exercise
of such power, right or remedy.

18. Disclosure of Information

Any branch of the Bank which managesthe Loan or any section thereof shall be entitled to discloseto the executive management of the Bank,
as well asto the Bank of Isragl, to the Comptroller of Banks, to the Comptroller of Foreign Currency or to any other person acting by virtue of
the authority thereof, or to any other competent authority to which that branch or executive management of the Bank is subject, or to the
executive management of the Bank in order that it shall convey to such competent authorities, particulars concerning the Borrower, concerning
asurety or relating to the Loan, either upon the demand of such competent authorities or as the executive management of the Bank shall at its
discretion deem fit.

19. The Right of Transfer and Assignment

19.01 The Bank shall be entitled at any time, at its discretion and without requiring the consent of the Borrower, to transfer and/or assign its
rights in connection with the Loan or under thisAgreement, in wholeor in part, including the securities which have been delivered or which
shall be delivered in accordance withthis Agreement, in whole or in part, to any financial or banking entity withinthe Bank Hapoalim Group,
and any transferee shall be similarly entitled to transfer and/or to assign within the Bank Hapoalim Group the foregoing rights without requiring
the additional consent of the Borrower. Any suchtransfer and/or assignment may be
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effected in such manner as the Bank or any subsequent transferor thereof shall deem fit.

19.02 The Borrower shall not be entitled to transfer or to assign any right or obligation under this Agreement without obtaining the prior written
consent of the Bank.

19.03 In the event of the retirement of alimited partner of the Borrower, the Bank shall give consideration to the possibility of financingsuch
partner's pro rata share of the Loan separately subject to thefurnishing of suitable securities to the satisfaction of the Bank.

20. Conversion of the Loan to aLoan in Isragli Currency

20.01 The Company shall be entitled at any time, at its absolute discretion, to convert the Loanin United Statesdollars to aloan in Isradli
currency linked to the United States dollar and so forth, in such amount asshall be identical to theamount of al the payments dueat such time
on account of the Loan provided that the Borrower shall not as aresult thereof incur any costs whatsoever.

The consideration for such conversion shall be remitted to the credit of the Loan Account.

If and when the Loan is converted to Isragli currency linked to the United States dollar, all the paymentsto the Bank under the Agreement shall
be effected in Isragli currency, linked to the United States dollar, under which the linked shall be computed as follows:

(8) The"United States Dollar Rate" - therepresentative rate of the United States dollar as shall be published from time to time by the Bank of
Israel, or should the Bank of Isragel cease temporarily or permanently to publishthe rate asaforesaid, any other official substituted rate in
replacement thereof, and in the absence of any such other official substituted rate, the average of the exchange rates (for transfers and drafts) for
purchasing for sale of the United States dollar in consideration for Isragli currency, which shall be undertaken at the Bank Hapoalim Ltd. at the
relevant time.

(b) The "New Foreign Currency Rate" - the rate of the United States dollar as shall be published on the actual date of payment or on the date
upon which the conversion of the Loan as heretofore set out shall be effected, as the case may be.

(c) The "Base Foreign Currency Rate" - the rate of the United States dollar asshall be published on the date upon which the credit facilities are
made available.
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20.02 If on thedate of actual payment or on the date of effecting the conversion it shall be evident that the New Foreign Currency Rate had
risen and/or had declined relative to the Base Foreign Currency Rate, the Borrower shall pay to the Bank the amount under whichit increases or
reduces, asthe case may be, pro rata to the extent of such rise or declinein the New Foreign Currency Raterelative to the Base Rate.

20.03 It is hereby recorded that for purposes of the conversion as heretofore referred to, the Borrower shall not be obliged to pay any exchange
commission raised by the Bank at thetime of purchase or sale of United States dollars; furthermore, the Bank shall bear the payment imposed
on the purchase of United States dollarsinasmuch asthis may result from effecting the aforesaid conversions.

20.04 It is hereby recorded that the rate of interest on the Loan shall not alter by reason of effecting the conversions heretofore referred to, but
the interest shall be calculated on the basis of the number of days which shall have actually elapsed divided by 365.

20.05 It isagreed by us [the Borrower] that for purposes of effecting the foregoing, the Bank shall be entitled to open, to the extent necessary,
an account in Israeli currency or in foreign currency, according to the circumstances, in our [the Borrower's| name.

20.06 Save for changes requiredin theforeign currency payment and in the calculation of theinterest on the basis of 365 daysin theyear, all
remaining provisions of the Agreement shall be applicable without alteration.

21. Costs
21.01 The Borrower shall pay to the Bank costs of $ 70,000 in connection with the preparation of the Loan Documents.

21.02 The costs in connection with the preparation of the Loan Documents aswell as stamp duty thereon, theregistration of the securities and
all the costs relating to therealization of the securities, including thoseincurred should the court be required to intervene, as well asthe legal
fees of the Bank's attorneys, shall be paid by the Borrower to the Bank immediately upon demand, together with arrears interest at the rate
specified in paragraph 6 of thisAgreement, from thedate of its demand to the date of discharge thereof in full. Until such dischargein full, all
the foregoing costs, together with interest thereon, shall be secured by the securities referred to in paragraph 10 hereof.
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22. Additional Provisions

22.01 The Borrower confirms that the Books of the Bank, its accounts and its records are trustworthy, shall be regarded as being correct and
may be used as prima facieevidence against the Borrower with respect to all particularsthereof.

22.02 The Borrower confirms that it has been given noticeby the Bank in accordance with the Protection of Privacy Law 1981 as follows:

(2) All particulars whichthe Borrower hasconveyed and/or which areto be conveyed to the Bank may be used by the Bank as acceptable inits
current work in itsabsolute discretion.

(2) All particulars which the Borrower hasconveyed and/or which areto be conveyed to the Bank may be stored according to the needs of the
Bank in a data bank of the Bank and/or of any person that supplies to the Bank from time to time computer, data processing and information
storage services, and the Borrower confirmsits consent to the foregoing.

22.03 As may be demanded by the Bank from time to time, the Borrower shall make available to representatives of the Bank for perusal during
ordinary business hours, any balance sheet, financial return, accounts ledger, cards, books and other supporting documentsin connection with
the financial position of the Borrower.

23. The Authorized Representative

The Borrower hereby agrees that until such time as the Bank shall have received a certified copy of afresh resolution of the board of directors
of Ampal confirming otherwise, for al purposes of the Agreement the signature of any two of the following three persons - Mr. Giora Bar Nir,
Mr. Shlomo Meichor and Mr. Y ehoshua Gleitman - shall bind the Borrower.

24. Notices

24.01 Any noticeunder thisAgreement shall be in writing unless expressly otherwise stated, and may be effected also by telex or by means of
dispatch by facsimile.

24.02 Any noticeor conveyance of a document whichis effected or sent by one party to this Agreement to the other party shall be so effected or
sent to that party at the address set forth hereunder (unlessany party shall have given 15 days prior notice to the other of any change of
address):
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(2) If to theBorrower:
Care of Ampal Industries (Isragl) Ltd., 111 Arlozorov Street Tel Aviv
Fax No. : 6952409
Attention : Deputy Managing Director - Mr. Shiomo Meichor
With a copy to Advocate Roni Peleg
Fax No. 6952409.
(2) If to the Bank:

43 Rothschild Boulevard

Tel Aviv
Attention : 1) The O ficial in Charge of Credit, the
Credit
Depart nent
2) Director, Food, Medicine, Trade and
Concerns

Sector, Executive Managenent.

Any notice to be sent to the foregoing address shall be considered to have been received on the day followingthe Business Day on which it was
sentin the case of its having been sent by post, and if delivered by hand, on the day following the Business Day on whichit was actually
delivered.

25. The Substantive Law and Place of Jurisdiction
(8) ThisLoan Agreement and the suretyship shall be subject to the lawsof the State of Israel, and shall be interpreted in accordance therewith.

(b) The place of jurisdiction for the purposes of this Agreement and the suretyship is determined asbeing the competent court in Tel Aviv -
Jaffa

26. Indemnity

The Borrower hereby undertakes to indemnify the Bank against any loss or damage which may be occasioned to the Bank asaresult of a
judgment of a court and/or an order of a court which is granted for the payment of any amount whatsoever under this Agreement and with
respect to which the currency for payment under such judgment or order as aforesaid is determined in a different currency fromthat of the
Loan, aswell asany loss
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whichis likely to be occasioned as aresult of any change whatsoever in the exchange rates of the currency of the Loanrelative to the rate of
exchange of the currency of the judgment, in any period between the date prescribed for the repayment of that amount under this Agreement
and the date upon which such payment wasactually effected. The foregoing undertaking to indemnify is a separate and independent obligation
on the part of the Borrower and shall remain in full force without being affected by any waiver and/or concession which may have been granted
to the Borrower fromtime to time and thisobligation shall remain in place without prejudice to and/or derogating from its validity as aresult of
any such judgment or order as aforesaid.

27. The Independence of the Provisions of the Agreement
If at any time whatsoever any provision whatsoever of this Agreement shall become impossible of performance, unlawful or impossible of
enforcement in any manner whatsoever pursuant to thelaws of the State of Israel, such circumstance shall not affect or prejudice the

performance, the legality or the enforcement of the remaining provisions of this Agreement.

In witness whereof the Borrower and the Bank have affixed their signature at the place and on the date set forth at the head of this Agreement:

"si gned" stanp - Anpal Communications Linited Partnership
-------- By neans of the General Partner

Ampal Conmuni cat i ons Ampal Conmuni cati ons Hol di ng Conpany

Lt d.

Limted Partnership

By neans of Anpal Communications Hol di ng
Conpany Ltd.

By 1) Yehoshua d eitnan
2) Shlomp Shal o

"si gned"

Bank Hapoal i m Ltd.

By 1) Sarah Gani
2) Daganit Gabai
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Exhibit 10.2
(Trangdlation; Origina Documentin Hebrew)

Name of Partnership: AMPAL COMMUNICATIONS LIMITED PARTNERSHIP (the "Partnership")

To: Bank Leumi Le-Israel B.M.
Branch Date:

Additional Terms and Conditions as an Annex to General Conditions for Opening an Account for Receiving Creditsin Foreign Currency
(the Genera "Conditions")

1. The ownership of MIRS Communication Co. Ltd. (the "Company") is held in thefollowing proportions:

(i) 67% - MotorolaCommunications Isragl Ltd.;
(i) 33% - the Partnership;

as more particularly described in Appendix "A" attached hereto.
2. The Creditsto be given by theBank are:

(a) US$36,400,000 on a non-recourse basis, save as mentioned hereunder in sub-clause (c) below;

(b) The Credits will be granted for a period of 10 years, with a grace period of 5 yearsfor repayment of principal; repayment of principal during

the last 5 years on an annual basisshall be asfollows:

6th year - 10% of the principal; 7th year - 15% of theprincipal; 8th -10th years- 25% of theprincipal each year.

(c) Interest onthe Credits shall be at the rate of LIBOR + 0.8% p.a., payable on anannual basis, on 31st March in each year, save that during
the first 2 years, should the Company not pay a dividend sufficient to cover the interest payment, then the Partnership shall have the right not to
pay any such installment of interest, the same being compounded and being payable on thelast day of such 2-year period, the exercise of such
right being subject to the Bank receiving, prior to the granting of the Credits, a guarantee from Ampal American Israel Corporation ("Ampa™)

and/or bank guarantees from the other partners in the Partnership, each beingin text satisfactory to the Bank, to secure payment of such

compounded interest. However, should such adividend be declared, then that amount received in respect of the Shares, as defined in Clause 7

(a) hereunder, shall be usedto pay suchinterest as hasbeen so compounded.
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(d) US$32,000,000 out of the proceeds of the Credits shall be used to repay the temporary loan givento Ampa Communications Inc. by Bank
Leumi USA, and the Partnership hereby givesto theBank irrevocable instructions to make the necessary transfer.

3. The balance of the amount required to purchase the Shares (as defined in Clause 7 (&) hereunder) has been provided to the Partnership by the
individual partners, either by way of paid-up capital and/or subordinated owners' loansand/or by investment in the Partnership.

4. Notwithstanding the provisions of Clause 2 (a) in the General Conditions, the Partnership shall be entitled to prepay the Credits or any part
thereof subject to compliance by the Partnership with the following conditions:-

(&) (i) threeyearsshall have passed since the granting of the Credits; or
(ii) theamount to be prepaid shall be out of dividends received by the Partnership on account of their Shares; or
(iii) the amount prepaid shall be out of the proceeds of a public offering of shares in the Company.

(b) al amounts due from the Partnership in connection with the Credits at the date of intended repayment shall have been paid by the
Partnership;

(c) any sum to be repaid shall not be less than US$1,000,000 (One Million United States Dollars);

(d) there is no impediment under law or requirement of the Bank of Isragl preventing the Partnership from effecting such prepayment or the
Bank from receiving the same;

(e) the Bank shall have received not lessthan 30 (thirty) daysnotice (or in theevent of the amount being prepaid is lessthan US$5m., then not
lessthan 5 banking daysnotice) of intended repayment of the Credits or such part thereof asisto be repaid as aforesaid, such notice

(which shall, once actually received by the Bank, be irrevocable) shall specify such sumasisto be repaid and the date for such repayment
whichshall be adate prescribed for the payment of interest on the Credits; the Credits or any part thereof asisto be repaid as aforesaid, shall be
repaid on the date specified in thesaid notice;

(f) notwithstanding the provisions contained in Paragraph (€) above, the Credits may be prepaid on a date whichis not an interest payment date
on condition that if at the date of such prepayment LIBOR for the period from such prepayment date to the end of the current interest period
shall be less than LIBOR for thethen current interest period, the Partnership shall pay by way of penalty an amount equal to the difference
between suchinterest rates applied to theamount so prepaid for the period from such prepayment until the end of the current interest period;
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(9) the amounts prepaid as aforesaid shall be appropriated towards the repayment of the principal of the Credits and such appropriation shall be
made proportionately to each of the outstanding installments of principal;

(h) at thetime of giving thenotice referred to in sub-clause () above, the Partnership shall also confirm to the Bank that it intends to prepay a
similar sum to Bank Hapoalim B.M. and shall include in such confirmation, if applicable, theterms under which it isto prepay such amount to
Bank Hapoalim B.M., if such termsare more favorable than those referred to above. If the Bank cannot grant similar termsto the Partnership,
then it shall inform the Partnership in writing accordingly, and the Partnership shall utilize the whole of the amount it intends to usefor such
prepayment (including those monies intended to be paid to the Bank) in prepaying the loanto Bank Hapoalim B.M.

5. The Partnership hereby agrees withthe Bank that so long as any part of the Credits remainsoutstanding to the Bank, they will not, without
the previouswritten consent of the Bank:

(a) take loansfrom any third party whatsoever nor create any obligations, directly or indirectly, towards any third party whatsoever save such
loans asmay be necessary to enable them to fulfill their obligationstowards Motorola Communications Israel Ltd. ("Motorola') contained in
the Purchase and Sale Agreement dated 5th January 1998 and all its annexes made between Motorolaand Ampal Communications Inc. (the "PS
Agreement”) and the Shareholders Agreement made between Motorola and the Partnership, dated 29th March 1998 (the 'S Agreement") (the
PS Agreement and the S Agreement hereinafter being jointly called the"Agreements'), provided nevertheless that any suchloan shall be
subordinated to the Credits, unsecured by the assets of the Partnership and also subject to a provision that thelender will have no right to take
bankruptcy or like proceedings against the Partnership without the Bank's prior written consent; save that if the Partnership shall make
additional investments in the Company and/or its shares by virtue of the provisions of the Agreements and/or any right or option of the
Partnership granted thereby, then the Partnership shall be entitled to pledge, charge, or create, to athird party, those shares in the Company
representing such additional investmentsin order to secureany obligation for repayment of the said investment by the Partnership or any such
third party.

(b) grant loans to any third party whatsoever;

(c) subject to (a) above, become guarantor or security for any third party whatsoever, including any of the partners being a member of the
Partnership;

(d) charge or assign any of theassets of the Partnership to any third party whatsoever other than those shares in the Company which represent
one half of theshares held by the Partnership and that part of its rights under the Agreementswhich areto be charged to Bank Hapoalim B.M.
as security for aloanin anamount equal to the Credits which are to be granted by the Bank to the Partnership;
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(e) distribute the profits of the Partnership or pay to any of the partners a management fee or other payment whatsoever or grant loans to its
partners unless all payments of interest and principal of the Credits due on the date of suchdistribution or payment have been paid to the Bank
on the due dates for payment thereof and there hasbeen deposited and pledged to the Bank an amount equal to the installments of interest and
principal of the Credits due to the Bank in the next 12 months, and thisprovided that such distribution or payment is made from proceeds
received in theordinary course of business of the Company; save that dividends declared by the Company which are not to be paid out of
profits made by it in the ordinary course of business, shall be used by the Partnership for prepayment of the Credits;

(f) during thefirst two years from the date hereof, the interest - either directly or indirectly - of Ampal in the Partnership, may be reduced to
70% and thereafter to 50%, save that in any event Ampal shall - either directly or indirectly - continue to own 75% of all rightsin the general
partner of the Partnership; any other changein the composition of the Partnership requires the prior written consent of the Bank, and any
application for such consent shall be considered by the Bank in light of all the circumstancesat that time.

6. The Partnership shall ensure that so long asany part of the Credits remains outstanding:
(a) the Company shall fully observe the obligationsas set out in Appendix "B" attached hereto.

(b) al the agreements between the Company and Motorola to operate the systemand the servicesrequired (which shall continue to be granted
by Motorola) will be on suchterms as are contemplated in the PS Agreement.

(c) to notify the Bank of any material adverse change which has occurred or islikely to occur to the business operations or financial condition
of the Company, immediately upon such event being known to them or the possibility of such event occurring.

(d) to take all steps to prevent declarations of dividends and/or payment of management fees by the Company if in its opinion the result thereof
islikely to adversely affect the business of the Company and/or likely to cause an adverse changein the economic and/or financial situation of
the Company.

(e) not to change or waive in amaterial manner therights granted to the Partnership withinthe framework of the Agreementswithout receiving
the Bank's prior written consent in writing.

(f) the loans received or to be received by the Partnership from Bank Hapoaim B.M. to enableit to purchasefurther sharesin the Company,
paralel withthe Credits, will be on termssimilar as to interest rate and repayment terms as the Credits received and/or to be received from the
Bank.

7. There shall serve assecurity for the repayment of the Credits:
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(a) afirst degree pledge in favour of the Bank, unlimited in amount, of 5,500,000 cumulative participating preference shares with a nominal
value of NIS. 1 each, held by the Partnership in the Company (the "Shares"). The Shares be deposited in a Securities Deposit Account opened
for that purpose with the Bank.

(b) acharge by way of assignment of 50% of the rights of the Partnership against Motorola contained in the Agreements. - the Partnership
confirms that no amendments have been made to the PS Agreement since the date thereof apart from Amendment No. 1 dated 22nd January
1998.

8. The Bank shall be entitled to exercise therights granted to it in Clause 22 of the General Conditions on the occurrence of any of the events
detailed in Clause 9 of the Pledge of Shares referred to in Clause 7 (a) above.

9. Therights of the Partnership under thisdocument are not assignable or transferable in any manner whatsoever to any third party and the
Partnership may not disclose the contents of this document to any third party, without the prior written consent of the Bank.

10. Should any of the partnersin the Partnership wish to resign from the Partnership, then the Bank shall consider the possibility of releasing
such partner from its obligations in respect of the Credits, subject to its prepaying such proportion of the Credits as corresponds to its
proportion inits share of the Partnership.

11. It isacondition of thegranting of the Credits that the Bank receives a comfort letter signed by Ampal American Israel Corporation in the
text annexed hereto, marked Appendix "C".

12. Wherever the terms contained in these Additional Terms and Conditions shall be in conflict withthe General Conditions, then the terms
contained in these Additional Terms and Conditions shall prevail.

signed by Ampal Communications Holding Company Ltd.
for and on behalf of the Partnership
asits General Partner and aso in its own name
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Exhibit No. 10.3

Amendment No. 1, dated June 16, 1998, to that certain |etter agreement (the "Agreement"), dated September 9, 1997, between Ampal
Industries (Isragl) Limited ("Ampa") and Mr. Raz Steinmetz.

WHEREAS, Ampal and Mr. Steinmetz wish to amend the Agreement by increasing the compensation that Ampal paysMr. Steinmetz.
NOW, THEREFORE, it isagreed as follows:
1. Thefirst sentence of paragraph 2 of the Agreement is hereby amended and restated to read in its entirety as follows:

"As compensation for your services, you will receive asalary of US$175,000 per annum, payable in the equivalent in NIS and subject to all
required income tax withholding."

3. This Amendment shall be effective as of April 1, 1998.
4. Except as otherwise amended hereby, the Agreement shall remain in full force and effect.

5. This Amendment may be executed by the parties hereto in one or more counterparts, each of whichtogether
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shall be deemed to constitute one and the sameinstrument.

IN WITNESS WHEREOF, the parties have executed this Agreement as of the date set forth above.

AMPAL | NDUSTRI ES (1 SRAEL) LI M TED RAZ STEI NVETZ

By: /s/ Yehoshua d eitnman Ronnie Pel eg /sl Raz Steinnetz

Narme: Yehoshua d eitnman Ronni e Pel eg
Title: CEO Legal Advisor
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Exhibit 11

AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SCHEDULE SETTING FORTH COMPUTATION OF EARNINGS PER SHARE OF CLASSA STOCK

SIX MONTHS ENDED JUNE 30, 1998 1997

(Amounts in thousands, except (Unaudi t ed) (Unaudited)
per share data)

Wei ght ed average nunber of shares outstandi ng:

A% Preferred . ....... ... . 178 189

6-1/2% Preferred ......... ... . . ... 955 989

A ass A . 23, 859 23,702
BASI C EPS

Net | NCOMB ...ttt e e e $ 1,087 $ 7,290

Earnings per Class Ashare ......................... $ .05 $ .31

Wei ght ed average nunber of Class A

shares outstanding ............. .. ... ... . .. 23, 859 23,702
DI LUTED EPS

Net I NCOMB ... e e $ 953 $
7,065(1)

Earnings per dass Ashare ......................... $ .03 $ .26

Wi ghted average nunber of Cass A

shares outstandi ng assuning

conversion of preferred stock

into Cass Ashares ........... .. 27,616 27,614

(1) Includes decrease in netincome of $134 and $225, respectively, due to dilutionin equity in earnings of affiliate.
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ARTICLE 5

This schedule containssummary financial information extracted from unaudited
consolidatedfinancia statements for the six months ended June 30, 1998 and is

qualifiedin itsentirety by reference to such financial statements.

MULTIPLIER: 1,000

PERIOD TYPE

FISCAL YEAR END
PERIOD START
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSETS
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERRED
COMMON

OTHER SE

TOTAL LIABILITY ANDEQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS

OTHER EXPENSES
LOSSPROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME
EPSPRIMARY
EPSDILUTED

6 MOS
DEC 311998
JAN 011998
JUN 301998

16,573

246,080
30,071
0

0
13,937
41,475
8,984
339,152
42,466
129,439
0

5,563
24,531
137,153
339,152
3,317
17,065
0

4,259
4,849

0

5,136
2,821
1,734
1,087

0

0

0

1,087
.05

.03

L ! —

2002.
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End of Filing
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