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ITEM 1. FINANCIAL STATEMENTS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

SIX MONTHS ENDED JUNE 30, 2004 2003
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES
Equity in earnings of affiliate $ 1,39¢ $ 194
Interest 27¢ 267
Real estate incorr 4,43: 4,38t
Realized and unrealized gains on investm 4,74 26,34:
Other 4,797 4,73¢
Total revenue 15,65( 35,921
EXPENSES
Interest 2,23( 3,63¢
Real estate expens 4,25¢ 3,921
Loss from impairment of investmer 1,46: 8,13:
Minority interests (29 1,09t
Translation los: 1,55¢ 2,31:
Other (mainly general and administrati 5,071 4,58:
Total expense 14,55: 23,67¢
Gain before income tax: 1,097 12,24¢
Provision for income taxe 1,624 4,18¢
Net (loss)Gai $ 527y % 8,06¢
Basic EPS
(Loss)Gain per Class A shi $ 0.09) $ 0.4C
Shares used in calculation (in thousa 19,81« 19,69¢
Diluted EPS:
(Loss)Gain per Class A shi $ (0.09) $ 0.3€
Shares used in calculation (in thousa 19,81« 22,10:¢

The accompanying notes are an integral part o€dimsolidated financial statements.
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ITEM 1. FINANCIAL STATEMENTS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

THREE MONTHS ENDED JUNE 30, 2004 2003
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES
Equity in (loss) earnings of affiliate $ 1) % 703
Interest 151 132
Real estate incorr 2,25¢ 2,28(
Realized and unrealized gains on investm 3,912 25,43¢
Other 2,37¢ 2,44¢
Total revenue 8,181 30,99:
EXPENSES
Interest 1,387 1,415
Real estate expens 2,12¢ 1,98¢
Loss from impairment of investmer - 8,13:
Minority interests 34¢€ 58€
Translation los: 332 1,99:
Other (mainly general and administrati 2,55: 2,24¢
Total expense 6,74¢ 16,36:
Gain before income tax: 1,43¢ 14,63:
Provision for income taxe 1,151 4,40(
Net Gair $ 284 $ 10,23:
Basic EPS
Gain per Class A she $ 0.01 $ 0.52
Shares used in calculation (in thousa 20,47( 19,71
Diluted EPS:
Gain per Class A she $ 0.01 $ 0.4€
Shares used in calculation (in thousa 22,11t 22,10:¢

The accompanying notes are an integral part o€dimsolidated financial statements.




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

June 30, December 31,
ASSETS AS OF 2004 2003
(Dollars in thousands) (Unaudited) (Audited)
Cash and cash equivalel $ 16,20: $ 4,572
Deposits, notes and loans receive 3,33: 12,28¢
Investment: 168,38( 171,12:
Marketable Securitie 61,03( 64,70
Total Investment 229,41( 235,82:
Real estate property, less accumuli
depreciation of $11,498 and $9,1 63,93: 64,46(
Other asset 36,80( 37,22¢
Total Assets $ 349,67! $ 354,36°

The accompanying notes are an integral part o€dimsolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND June 30, December 31,
SHAREHOLDERS' EQUITY AS OF 2004 2003
(Dollars in thousands except per share amounts) (Unaudited) (Audited)
LIABILITIES
Notes and loans payal $ 137,520 $ 134,45!
Debenture 1,95¢ 3,87¢
Accounts payable, accru
expense and othe 83,79 91,01t
Total Liabilitie: 223,26 229,34¢
Minority interest: 10,13¢ 9,99t
SHAREHOLDERS EQUITY
4% Cumulative Convertible Preferred Stock
par value; authorized 189,287 sharesgi$
126,077 and 131,952 shares; outstandi@gr/2Z
and 128,602 shar 63C 66C
€-1/2% Cumulative Convertible Preferred Sta
$5 par value; authorized 988,055 shasssieic
666,070 and 697,380 shares; outstandiBgh34
and 574,844 shar 3,33( 3,481
Class A Stock; $1 par value; authori
60,000,000 shares; issued 25,690,51¢
25,567,210 shares; outstanding 19,85¢
and 19,735,546 shal 25,69: 25,561
Additional pai-in capital 58,20¢ 58,14
Retained earning 75,58: 76,10¢
Treasury Stock, at cc (31,09¢) (31,09¢)
Accumulated other comprehensive | (16,07¢) (17,847
Total shareholders' equ 116,26 115,02:
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 349,670 $ 354,36

The accompanying notes are an integral part oftimsolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

SIX MONTHS ENDED JUNE 30, 2004 2003

(Dollars in thousands) (Unaudited) (Unaudited)

Cash flows from operating activitie
Net (loss) gail $ (527) $ 8,06
Adjustments to reconcile net loss to
cash provided by operating activiti

Equity in earnings of affiliate (1,399 (199
Realized and unrealized g:

on investment (4,742 (26,347
Depreciation expen: 1,051 1,024
Amortization of deposits from tenat (939 (58€)
Loss from impairment of investments and lo 1,467 8,13:
Translation los 1,55¢ 2,31
Minority interests (29 1,09t
(Increase)decrease in other as (2,229 1,28¢
(Decrease) increase in accounts pays

accrued expenses and ot (4,245 5,93¢
Investments made in trading securi (28,33) (20,057
Proceeds from sale of trading securi 38,18: 22,19
Dividends received from affiliate 278 3,52¢
Net cash provided by operating activit 91 6,392

Cash flows from investing activitie

Deposits, notes and loans receivable colle 13,97¢ 1,85:
Deposits, notes and loans receivable gra (5,195 (3,369
Investments made in affiliates and ott (6,217) (1,000
Proceeds from sale of investme 8,91¢ -
Return of capital by partnerst 35 157
Capital improvement (460 (2,520
Change of minority interest due to acquisit - 1,46¢
Net cash provided by (used in) invest

activities 11,06( (3,409

The accompanying notes are an integral part oftimsolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

SIX MONTHS ENDED JUNE 30, 2004 2003
(Dollars in thousands) (Unaudited) (Unaudited)
Cash flows from financing activitie

Notes and loans payable recei $ 6,617 $  20,26:
Notes and loans payable rep (3,08)) (4,350
Debentures repali (1,759 (29,277
Contribution to partnership by minori 40 -
Net cash provided by (used in) financ

activities 1,82: (3,359
Effect of exchange rate changes on cash

cash equivaleni (1,345 1,60z
Net increase in cash and cash equival 11,62¢ 1,223
Cash and cash equivalents at beginning of p¢ 4,57 1,55%
Cash and cash equivalents at end of pe $ 16,20 $ 2,78¢
Supplemental Disclosure of Cash Flow Informat

Cash paid during the peria

Interest paid to othel $ 3,07( $ 4,441
Income taxes pai $ 3,711 $ 60
Supplemental Disclosure of N-cash

Investing Activities;

Proceeds in tradable securities received {

realization of an investme 2,26 -
Investing activities

Investment in investee - 78C

The accompanying notes are an integral part o€dimsolidated financial statement.

6




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERBQUITY

June 30 December 31
2004 2003
(Dollars in thousands, except share amounts) (Unaudited) (Audited)
4% PREFERRED STOC
Balance, beginning of ye. $ 66( $ 697
Conversion of 5,875 and 7,439 shares
Class A Stoc (30 (37
Balance, end of peric $ 63C $ 66C
6-1/2% PREFERRED STOC
Balance, beginning of ye. $ 3,481 $ 3,632
Conversion of 31,310 and 9,070 shares
Class A Stoc (157) (45)
Balance, end of peric $ 3,33( $ 3,481
CLASS A STOCK
Balance beginning of ye: $ 25,567 $ 25,50
Issuance of shares upon conversio
Preferred Stoc 124 64
Balance, end of peric $ 25,69 $ 25,567
ADDITIONAL PAID -IN CAPITAL
Balance, beginning of ye. $ 58,14: $ 58,12t
Conversion of Preferred Sto 63 18
Balance, end of peric $  58,20¢ $ 58,14:
RETAINED EARNINGS
Balance, beginning of ye. $  76,10¢ $ 67,47
Net gain (loss (527) 8,841
Dividends:
4% Preferred Stoc- $0.2 per shar - (26)
€-1/2% Preferred Stoc- $0.325 per shai - (187
Balance, end of peric $ 75,58 $ 76,10¢

The accompanying notes are an integral part o€disolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEREQUITY

June 30, December 31,
2004 2003
(Dollars in thousands, except share amounts) (Unaudited) (Audited)
TREASURY STOCK
4% PREFERRED STOC
Balance, end of peric (84) (84)
6-1/2% PREFERRED STOC
Balance, end of peric (1,859 (1,859
CLASS A STOCK
Balance, end of peric (29,159 (29,159
Balance, end of peric $ (31,09¢) (31,09¢)
SIX MONTHS ENDED JUNE 30, 2004 2003
(Unaudited) (Unaudited)
ACCUMULATED OTHER COMPREHENSIVE LOSS
Cumulative translation adjustmer
Balance, beginning of ye (20,599 (20,750)
Foreign currency translation adjustm (544) 397
Balance, end of peric (21,14) (20,357
Unrealized gain on marketable securit
Balance, beginning of ye 2,75( (3,309
Unrealized gain, ni 2,64¢ 7,51¢
Sale of availab-for-sale securitie (339 (2,742
Balance, end of peric 5,06t 1,46¢
Balance, end of peric $ (16,07¢) (18,889

The accompanying notes are an integral part of¢imsolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE GAIN (LO$S

SIX MONTHS ENDED JUNE 30, 2004 2003
(Dollars in thousands) (Unaudited) (Unaudited)
Net(loss) gair $ 527y % 8,06¢
Other comprehensive gain (loss), net of
Foreign currency translation adjustme (544) 397
Unrealized gain on securiti 2,64¢ 7,51¢
Other comprehensive (loss) inco 2,10¢ 7,91¢
Comprehensive incon $ 1,57¢ $  15,98(
Related tax(expense) on ott
comprehensive gai
Foreign currency translation adjustme $ 2n % (17%)
Unrealized gain on securiti $ (789 $ (1,999

The accompanying notes are an integral part oftimsolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

1. As used in these financial statements, the thkeMiCompany” refers to Ampal-American Israel Cagimn (“Ampal”) and its
consolidated subsidiarie

2. The June 30, 2004 consolidated balance shestmexl herein was derived from the audited DeceBihe2003 consolidated financial
statements of the Compar

Reference should be made to the Company’s consatidenancial statements for the year ended DeceBihe2003 for a description
of the accounting policies, which have been comtthwithout change. Also, reference should be madest notes to the Company’s
December 31, 2003 consolidated financial statenfentdditional details of the Compasyconsolidated financial condition, result:
operations and cash flows. The details in thosesbave not changed except as a result of noraradactions in the interim. All
adjustments (of a normal recurring nature) whiah ar the opinion of management, necessary tor gfasentation of the results of t
interim period have been include

3. Employee Stock Based Compensat
The Company accounts for all plans under APB Opime. 25, under which no compensation costs wanarird. The following tabl
illustrates the effect on net income and net logkEPS as if the Company had applied the fair vedgegnition provisions of SFAS
No. 123,“Accounting for Stoc-Based Compensati”, to stock based incentive plans for the periodscatgid below

Six Months Ended June 30 2004 2003

(In thousands, except per share data)

Basic EP¢

Net(loss)gait
As reported $ (639) $ 7,95
Les-stock based compensation expe
Determined under fair value metl (25€) (247)
Pro form $ (890 $ 7,70¢
As reporte $ (003 $ 04C
Pro form $ (00H $ 03¢

Diluted EPS

Net(loss)gait

As reporte $ (639 $ 8,064

Les-stock based compensation expe
Determined under fair value metl (25€) (247)
Pro Form $ (890 7,817
As Reporte $ (0.09 $ 03¢
Pro form $ (005 $ 0.3t
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Three Months Ended June 30 2004 2003
(In thousands, except per share data)
Basic EP¢
Net gain
As reported $ 231 $ 10,17¢
Les-stock based compensation expe
Determined under fair value metl (12%) (129
Pro form $ 10€ $ 10,05:
As reporte $ 0.01 $ 0.52
Pro form $ 0.01 $ 0.51
Diluted EPS
Net (loss) gain
As reporte $ 284 $ 10,23:
Les-stock based compensation expe
Determined under fair value metl (125) (1249
Pro form $ 15¢ $ 10,10°
As Reporte $ 0.01 $ 0.4¢€
Pro form $ 0.01 $ 0.4¢€

(@) After deduction of accrued Preferred Stock Dividen@107 and $109 (for three months $53 and $&Spectively.

Under SFAS No. 123, the fair value of each opt®astimated on the date of grant using the Blatlol®s option-pricing model with
the following assumptions: (1) expected life ofiops; (2) dividend yield; (3) volatility; and (4isk-free interest rate. For the periods
of six ended June 30, 2004, 15,000 options wenatgda The fair value generated by the Black-Schaledel may not be indicative of
the future benefit, if any, that may be receivedhsyoptionholder
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4. Segment information presented below results prignom operations in Israe

SIX MONTHS ENDED JUNE 30, 2004 2003

(Dollars in thousands)

Revenues
Financ $ 8,80¢ $ 30,47¢
Real Esta 4,43: 4,38t
Leisur-time 1,04¢ 90¢
Intercompany adjustme (36) (36)
14,25: 35,73:
Equity 1,39¢ 194
Tota $ 15,65( $ 35,927
Pretax Operating Gain (Los:
Financ $ (57¢) % 13,99
Real Esta 11C (909)
Leisur-time 13E 64
(33]) 13,14¢
Equity 1,39¢ 194
Minority Interes 29 (1,095
Tota $ 1,097 $ 12,24¢
Total Assets
Financ $ 272,37 $ 264,81(
Real Esta 65,01¢ 69,82(
Leisur-Time* 16,60¢ 16,44«
Intercompany adjustme (4,329 (2,785
Tote $ 349,67! $ 348,28¢

Corporate office expense is principally applicabl¢he financing operations and has been chargdthtesegment above.

The real estate rental segment consists of reraplpty owned in Israel and leased in the UnitedeStand leased or subleased to
unrelated parties, and of the operations of Am4Hdl, a wholly-owned subsidiary which owns and @pes a chain of senior citizen
facilities located in Israe

*The leisuretime segment consists primarily of Coral World mtgional Limited (marine parks located in Israetl @round the worls
and Country Club Kfar Saba, the Comp’'s 51%-owned subsidiary located in Isra

5. The following table summarizes securities thatewnot included in the calculations of dilutednéags per Class A share for the six-
month periods ended June 30, 2004 and 2003 besaokeshares are e-dilutive.

June 30,
(Shares in thousands)
2004 2003
Options and Right 1,33¢ 1,33¢
6-1/2% Preferred Stoc 66¢€ -
4% Preferred Stoc 12¢ -

6. LEGAL PROCEEDINGS

Ampal Communications L.P.

1. On May 10, 2004, Ampal Communications L.P.p@tiéd partnership controlled by Ampal and in whighipal holds a 75% equity
interest, filed a claim in the Tel-Aviv District Qa against Motorola Communications Israel Ltd.,tbtola Israel Ltd., Elisha Yanai,
Peter Brum, Rami Guzman, Nathan Gidron, ShimorafidlMIRS Communications Ltd. (collectively, the ‘Bredants”), for
injunctive and declaratory relief as described Wel6he claim is in connection with the exploitatioy the defendants of Ampal
Communication” minority rights by virtue of its 33% holding in MERCommunications Ltc



Ampal Communications L.P. requested the Courtdodgelief as follows:
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A. Declaring that the business of MIRS Commuriaet Ltd. is conducted in such a way as to be giejal to the rights of Ampal
Communications L.P. as a minority share hol

B. Appointing an appraiser to conduct a valuabbMIRS Communications Ltd. and Ampal Communicasid..P.‘s holdings
therein, which will encompass a review of the walRE Communications Ltd. conducts its businessyiticlg a review of the
related party transactions between MIRS Commurminatitd. and Motorola Israel Ltd. and/or any otbiethe Defendants

C. Instructing each of the Defendants to acqaiiré purchase from Ampal Communications L.P. theeshih holds in MIRS
Communications Ltd. at the highest of the followprices:

(1) based on a company valuation of MIRS Commatioas Ltd. as presented to Ampal Communicatio®s hy Motorola
prior to the signing of the Share Purchase Agre¢rieeMIRS Communications Ltd.; ¢

(2) based on the amount paid by Ampal CommurdnoatL.P. for its share holding in MIRS Communicasid.td. plus
linkage to the Israeli consumer index and interes

(3) based on the company valuation that will beedmined by the valuation specified in SectiorbB\wee, excluding any
material negative effect brought about by the Deéenis’ omissions and/or negligence in their managgrof MIRS
Communications Ltd., all as may be assessed angutenh by the appraiser specified in Section B ap

D. Determining that each of the individual Defantb, as officers in MIRS Communications Ltd., hiaated his respective
fiduciary obligations towards Ampal CommunicatidnB. as a minority shareholder in MIRS Communiaagittd.;

E. Declaring that the Share Purchase Agreement purtaiarhich Ampal Communications L.P. acquired hareholding in MIR¢
Communications Ltd. and the Shareholders Agreeineamispect thereof, are voi

2. On May 24, 2004 and on May 31, 2004 the Defetsdianuested the district court to strike out tléntin limine, on the grounds that
Ampal had allegedly not paid sufficient fees whiéind the claim, and further requested an extensiotie time for filing statements
of defense until after the district court had resth decision regarding the request to strikelmuCiaim. Ampal and the Defendants
filed various responses and on June 30, 2004,isteéctl court requested the Attorney General toigln an opinion regarding the
Defendants’ request before issuing its own decisitre Court also decided that the statements @hdefshould be filed 10 days after
it issues its decision regarding the striking duthe claim.

3. As of June 30, 2004, the Company had not redetsadividend from MIRS in the amount of $7.1 @i, included among “other

assets”, due March 31, 2004. The dividend wasex#ived due to the legal dispute discussed abave. r&sult of not receiving the
dividend, the principal and the interest of thenl@ghich were due March 31, 2004 were only partipyd (se¢*Debf").
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL ONDITION AND RESULTS OF OPERATION:

AMPAL - AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CRITICAL ACCOUNTING POLICIES

The preparation of Ampal’s consolidated financtatsments is in conformity with accounting prineiplgenerally accepted in the United
States which requires management to make estimateassumptions in certain circumstances thattafaounts reported in the
accompanying consolidated financial statementselatied footnotes. Actual results may differ frdmge estimates. To facilitate the
understanding of Ampal’s business activities, désck below are certain Ampal accounting policiest ire relatively more important to the
portrayal of its financial condition and resultsapferations and that require managengesirtbjective judgments. Ampal bases its judgmen
its experience and various other assumptions thetieves to be reasonable under the circumstaRtesse refer to Note 1 to Ampal’s
consolidated financial statements included in thaual Report for the year ended December 31, 2608 summary of all of Ampal’'s
significant accounting policies.

Portfolio Investments

The Company accounts for a number of its investmentiuding many of its investments in the higbhigology and communications
industries, on the basis of the cost method. Appibo of this method requires the Company to pécalty review these investments in order
to determine whether to maintain the current cagyialue or to write off some or all of the investmh While the Company uses some
objective measurements in its review, such as tinéghio company’s liquidity, burn rate, terminati@f a substantial number of employees,
achievement of milestones set forth in its busiméas or projections and seeks to obtain relevafiorination from the company under revit
the review process involves a number of judgmentthe part of the Company’s management. These jadtgnnclude assessments of the
likelihood of the company under review to obtainligidnal financing, to achieve future milestoneska sales and to compete effectively in
its markets. In making these judgments the Compaunst also attempt to anticipate trends in the palar compan’'s industry as well as i



the general economy. There can be no guarantethth@ompany will be accurate in its assessmemtguglyments. To the extent that the
Company is not correct in its conclusion it mayidedo write down all or part of the particular @stment.

14

Investment in MIRS

MIRS is our largest investment and is being accedifior at cost (our equity interest is 25%). Thstenethod is applied due to preference
features we have been granted in our investmeamteiferred shares in Mirs. Revenues from guararpagthents from Motorola are
recognized as income. We perform annual testsripairment regarding our investment.

Marketable Securities

We determine the appropriate classification of ratakle securities at the time of purchase. We taltketable securities classified as trac
securities that are carried at fair value, and mtatide securities classified as available-for-Haht are carried at fair value with unrealized
gains and losses included in the component of agtaied other comprehensive loss in stockholdermsitgglf according to management’s
assessment it is determined that a decline inaine/délue of the available for sale securitiestiseo than temporary, an impairment loss is
recorded and included in the consolidated statesnafrincome as loss from impairment of investments.

Long-Lived Assets

On January 1, 2002, Ampal adopted FAS 144, “Acdagrfor the Impairment or Disposal of Long- Liveggets.” FAS 144 requires that
long- lived assets, to be held and used by anyebtt reviewed for impairment and, if necessaryttar down to the estimated fair values,
whenever events or changes in circumstances irdibat the carrying amount of the assets may notd@verable through undiscounted
future cash flows.

Accounting for Income Taxes

As part of the process of preparing our consolidl&iteancial statements, we are required to estimaténcome taxes in each of the
jurisdictions in which we operate. This procesimes us estimating our current tax exposure tagetlith assessing temporary differen
resulting from differing treatment of items for tard accounting purposes. These differences riestéiferred tax assets and liabilities, which
are included in our consolidated balance sheetmi¥gt then assess the likelihood that our defeae@ssets will be recovered from future
taxable income, and, to the extent we believerdaivery is not likely, we must establish a valmatallowance. To the extent we establish a
valuation allowance or increase this allowance jiedod, we must include an expense within theptaxision in the statement of operations.
A valuation allowance is currently set againstaiertax assets because management believes itréslikely than not that these deferred tax
assets will not be realized through the generaifdnture taxable income. We also do not providetéxes on undistributed earnings of our
foreign subsidiaries, as it is our intention tawest undistributed earnings indefinitely outside United States.

Significant management judgment is required in mheiténg our provision for income taxes, our defdrtax assets and liabilities and our
future taxable income for purposes of assessingbility to realize any future benefit from our dakd tax assets. In the event that actual
results differ from these estimates or we adjuss¢hestimates in future periods, our operatindteeand financial position could be materie
affected.
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Results of Operations

Six months ended June 30, 2004 compared to sixhma@mnded June 30, 2003:

Ampal-American Israel Corporation (“Ampal”) and gsabsidiaries (the “Company”) recorded a consadidatet loss of $0.5 million for the
six months ended June 30, 2004 as compared togaimetf $8.1 million for the same period in 2008e decrease in net gain is primarily
attributable to the decrease in realized and uizeghbains on investments in the six months endad 30, 2004 as compared to the same
period in 2003. These decreases were partiall\eblfg the increase in equity in earnings of aff@&g a decrease in loss from impairment, a
decrease in minority interests and a decreasdenreist expense in the six months ended June 3@, a8Gcompared to the same period in
2003.

In the six month period ended June 30, 2004, thegaamy recorded $4.7 million of realized and uneligains on investments, as comp:



to $26.3 million of realized and unrealized gaimshe same period in 2003. The gains recordeddsithmonths ended June 30, 2004 are
mainly attributable to the realized gains on tHe s&approximately 49% of the Company’s holding$owerDSine Ltd. (“PowerDSine”)

($3.5 million). The remaining shares of PowerDSireze treated as “available-for-sale” and $2.4 wnillivere recorded as unrealized gains on
marketable securities under, “Accumulated Other @@ainensive Loss”. The realized and unrealized gainisvestment in the six months
ended June 30, 2003 were primarily attributablénéogains on the sale of the Company’s investme@ranite Hacarmel Investments Ltd.
(“Granite”) ($20.8 million). During the second quarter of 200% €ompany sold 1,466,454 shares in Granite aodghrJuly 7, 2003 sold
additional 12,350,000 shares. Consequently, thep@owyis investment in Granite, which was previoustgounted for under the equity
method, was accounted for as an investment indintyanarketable security at June 30, 2003.

Equity in earnings of affiliates increased to $hilion for the six months ended June 30, 2004;aapared to a gain of $0.2 million for the
same period in 2003. The increase is primarilylattable to a $1.7 million loss in Granite, whichswecorded in the first quarter of 2003.

In the six month period ended June 30, 2004, theg2my recorded $1.5 million in losses from the impant of its investments in Identify
Solutions Ltd. ($0.7 million) and Star Managemehineestment 11 (2000) L.P., ($0.8 million). In tlsame period in 2003, the Company
recorded an $8.1 million loss from impairment gfiitvestments.

The Company recorded a translation loss of $1.8amiln the six months ended June 30, 2004 as cogdpa a translation loss of $2.3
million in the same period in 2003. The translatiosses in 2004 and 2003 are attributable to thraldation of the new Israeli shekel against
the U.S. dollar.

The Company recorded lower interest expense of ®ldn in the six months ended June 30, 2004 aspared to $3.6 million in the same
period in 2003, primarily as a result of lower st rates.

Results of Operations

Three months ended June 30, 2004 compared toniwaths ended June 30, 2003:

The Company recorded a consolidated net gain & ®dlion for the three months ended June 30, 2&9)dompared to a net gain of $10.2
million for the same period in 2003. The decreasesit gain is primarily attributable to the deceeasequity in earnings of affiliates, and a
decrease in realized and unrealized gains on imeggtin the three months ended June 30, 2004 agazenhto the same period in 2003.
These decreases were partially offset by the dseredoss from impairment and a translation losthé three months ended June 30, 200
compared to the same period in 2003.
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In the three month period ended June 30, 2004Cdmpany recorded a $3.9 million realized and uizedlgain on investments, as compe
to a $25.4 million realized and unrealized gairirarestments in the same period of fiscal 2003. J&ies recorded in 2004 are primarily
attributable to the realized gains on the salegppf@ximately 49% the Company’s holdings in Powerizgitd ($3.9 million). The remaining
shares of PowerDSine were treated as “availabledta” and $2.4 million were recorded as unrealgaids on marketable securities under
“Accumulated Other Comprehensive Loss”. The redliaed unrealized gains on investment in the threeths ended June 30, 2003 were
primarily attributable to the gains on the salé&oénite ($20.8 million). During the second quadE2003, the Company sold 1,466,454 sh
in Granite and through July 7, 2003 sold an additid 2,350,000 shares. Consequently, the Companyestment in Granite, which was
previously accounted for under the equity methaak accounted for as an investment in a trading etaoke security at June 30, 2003.

Equity in loss of affiliates was $0.5 million fdre three months ended June 30, 2004, as compagegitio of $0.7 million for the same per
in 2003. The decrease is primarily attributable @ain recorded by Ophir Holdings Ltd. as a resui#t sale of real estate in 2003.

In the three-month period ended June 30, 2004 tmeep@ny did not record an impairment loss, whiléhimmthreemonth period ended June .
2003, the Company recorded $8.1 million in lossemfthe impairment of its investments.

The Company recorded a translation loss of $0.Bamiln the three months ended June 30, 2004 apared to a translation loss of $2.0
million in the same period in 2003. The translatiogses in 2003 are attributable to the devaluaifdhe new Israeli shekel against the U.S.
dollar.

Liquidity and Capital Resources

Cash Flows

On June 30, 2004, cash and cash equivalents wér2 #iillion, as compared with $4.6 million at Dedsan31, 2003



The Company’s sources of cash include cash andezpsiialents, marketable securities, cash fromaimers, cash from investing activities
and amounts available under credit facilities, @scdbed below. The Company believes that thesessare sufficient to fund the current
requirements of operations, capital expendituregsting activities, dividends on preferred stoal ather financial commitments of the
Company for the next 12 months. However, to thembthat contingencies and payment obligationsrédest below and in other parts of this
Report require the Company to make unanticipatgdipats, the Company would need to further utillse sources of cash. To the extent
that the Company intends to rely on the sale afntsledged marketable securities in order to saitisfcash needs, it is subject to the risk of a
shortfall in the amount of proceeds from any swuk as compared with the anticipated sale procaeeldo a decline in the market price of
those securities. In the event of a decline imtiagket price of its marketable securities, the Canypmay need to draw upon its other sources
of cash, which may include additional borrowindirmancing of its existing indebtedness or liquidgtother assets, the value of which may
also decline. In addition, the shares of MIRS owhgdhe Company, the shares of Ophir Holdings atal $9 million of marketable securit
have already been pledged as security for varimauss| provided to the Company, and would thereferartavailable if the Company wished
to pledge them in order to provide an additionairse of cash.
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Cash flows from operating activities

Net cash provided by operating activities totalpgraximately $0.1 million for the six months endkthe 30, 2004, as comparec
approximately $6.4 million at the same period i@20The decrease in cash provided is primarilybaitable to the Company not receiving
from MIRS its dividend in the amount of $7.1 milievhich was not received due to the legal dispute the major partner, Motorola
Communication Israel Ltd.(see Legal Proceedingsgaddcrease in accounts payable which was partfgt by an increase in net proceeds
from marketable securities.

Cash flows from investing activities

Net cash provided by investing activities totalpgraximately $11.0 million for the six months endrohe 30, 2004, as compare(
approximately $3.4 million used in investing adie$ for the same period in 2003. The increasagh @rovided by investing activities is
primarily attributable to an increase of deposgiected and proceeds from the sales of XACCT amdd?PDSine which was partially offset
by an increase in investments in Telecom Partnadsother investee companies.

Cash flows from financing activities

Net cash provided by financing activities was agpnately $1.8 million at June 30, 2004, as compaeegpproximately $3.4 million used
financing activities at June 30, 2003. The incraagbe cash provided in 2004 is primarily attrigole to the decrease in the amount of notes
and loans payable ($6.6 million and $20.3 millior2D04 and 2003, respectively) which were usedtodown the debentures ($1.8 million
and $19.3 million in 2004 and 2003, respectivelyd dans.

Investments

On June 30, 2004, the aggregate fair value ofrigpednd available-for-sale securities was approxhya61.0 million, as compared to $64.7
million at December 31, 2003. The decrease in 20@dtributable to the sale of various trading siies.

During the fiscal six months ended June 30, 20t Gompany made the following investments:

In February and June 2004, the Company invested £@Rillion (approximately US $5.8 million) in Tedlom Partners, a newly formed
entity that will serve as a platform for investmeirt the telecommunication industry predominantiysae of Israel. Ampal’s investment
consists of a EUR 4 million convertible debentuvljch converts into a one-third partnership intene§ elecom Partners, and a EUR 0.7
million loan. The debenture is convertible at thepany’s discretion. Telecom Partners currentlysahvestments in PSINet Europe B.V.
and Grapes Communications N.V./S.A., two Europetatbm service providers.

On January 4, 2004, the Company loaned $0.2 mitbdBhellCase Ltd.(ShellCase”), the principal basiof which is the packaging process
of semiconductor chips.

In April 2004, the Company invested an additiom@Rmillion in Fimi Opportunity Fund, L.P.(Fimi).
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Debt

In connection with its investment in MIRS, the Camp has two long-term loans from Bank Hapoalim I(tHlapoalim”) and Bank Leumi le-
Israel B.M. (“Leumi”) in the outstanding amount$87.3 million and $33.4 million, respectively, dslane 30, 2004. Both loans are due on
March 31, 2008 and bear interest at a rate of LIBDR 0.8%. Other than as described in this papigrhe loans are non-recourse to the
Company and are secured by the Company’s shaMEI8. The principal payments are due as follow$oXih March 31, 2004, 15% on
March 31, 2005 and 25% on each of March 31, 20067 2nd 2008. Interest will be paid annually on &8l of each year from March 31,
2002 until and including March 31, 2008. As a réstinot receiving the dividend from MIRS in the ammt of $7.1 million, (see “Cash Flow
from Operating Activity”) the principal and the @rest of the loan due March 31, 2004 were onliglhripaid. As of the date hereof, the
banks have not declared a default with respeatdb anpaid amounts. These loans are subject tootingliance by MIRS with covenants
regarding its operations and financial results.

As of June 30, 2004, the company had $2.0 milliodebentures outstanding with interest rates dfo7These debentures, which mature in
March 2005, are secured by $2.0 million deposid lrela secured account.

The Company financed a portion of the developméaina-Hal, a wholly-owned subsidiary which develapsd operates luxury retirement
centers for senior citizens, through bank loansifitapoalim and others. At June 30, 2004, and Deeeib, 2003 the amounts outstanding
under these loans were $8.9 million and $9.2 mmilliespectively. The loans are dollar linked, matarep to one year and have interest rates
of LIBOR plus 1%. The Company generally repayséheans with the proceeds received from deposidsoimer payments from the
apartments in Am-Hal facilities. The loans are sedby a lien on Am-Ha$ properties. The Company also issued guarantebs smount ¢
$4.2 million in favor of clients of Am-Hal in ordéo secure their deposits.

The Company also finances its general operatiodo#hrer financial commitments through bank loansifBank Hapoalim. The long-term
loans in the amount of $32.8 million mature thro@g95-2011.

The weighted average interest rates and the baai¢hese short-term borrowings (including Am-kens) at June 30, 2004 and December
31, 2003 were 3.43% on $31.8 million and 3.6% on.$2nillion, respectively.

As of June 30, 2004, the Company had issued gusamn certain outstanding loans to its investedsabsidiaries in the aggregate
principal amount of $11.9 million. This includes:

$0.5 million guarantee to Leumi with respect to M&RS loan.

$6.3 million guarantee on indebtedness incurreBdoy Heart ($3.8 million of which is recorded asadbility in the Company'’s financial
statements) in connection with the developmentsgpioperty. There can be no guarantee that Bayt Méabecome profitable or that it will
generate sufficient cash to repay its outstandidgltedness without relying on the Company’s guasan

$4.2 million guarantee to Am-Hal tenants as describove.
$0.9 million guarantee to Galha 1960 Ltd.
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FOREIGN CURRENCY CONTRACTS

The Company’s derivative financial instruments d¢sinsf foreign currency forward exchange contra€tese contracts are utilized by the
Company, from time to time, to manage risk exposomovements in foreign exchange rates. Noneaddftontracts have been designated
as hedging instruments. These contracts are rexafjas assets or liabilities on the balance shéleéia fair value, which is the estimated
amount at which they could be settled based on ehgrices or dealer quotes, where available, cedas pricing models. Changes in fair
value are recognized currently in earnings. AsuoieJ30, 2004, the Company had a $10 million opegida currency forward exchange
contract.

SUBSEQUENT EVENTS

None.

FORWARD LOOKING STATEMENTS

This Quarterly Report (including but not limitedfaxtors discussed above, in the “Management’sudision and Analysis of Financial
Condition and Results of Operatic” as well as those discussed elsewhere in this QlyaReport on Form 1-Q) includes forwar-looking



statements (as such term is defined in the Prisateirities Litigation Reform Act of 1995) and infwation relating to the Company that are
based on the beliefs of management of the Compamel as assumptions made by and information otlyravailable to the management
the Company. When used in this Quarterly Repoetytbrds anticipate, believe, estimate, expectnthtplan, and similar expressions, as 1
relate to the Company or the management of the @agpdentify forward-looking statements. Suchestagnts reflect the current views of
the Company with respect to future events or fufum@ncial performance of the Company, the outcafmehich is subject to certain risks a
other factors which could cause actual resultsfferdmaterially from those anticipated by the famd-looking statements, including among
others, the economic and political conditions nads, the Middle East, including the situationiiad, and the global business and economic
conditions in the different sectors and marketsretiee Company’s portfolio companies operate.

Should any of those risks or uncertainties mategabr should underlying assumptions prove inarr@ctual results or outcome may vary
from those described herein as anticipated, balieestimated, expected, intended or planned. Subségritten and oral forward-looking
statements attributable to the Company or persctirsgeon its behalf are expressly qualified in theitirety by the cautionary statements in
this paragraph and elsewhere described in thigephaReport and other Reports filed with the Sémg and Exchange Commission.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
MARKET RISKS AND SENSITIVITY ANALYSIS

The Company is exposed to various market riskdidtieg changes in interest rates, foreign curreatys and equity price changes. The
following analysis presents the hypothetical lasearnings, cash flows and fair values of the fai@rninstruments which were held by the
Company at June 30, 2004, and are sensitive taltbee market risks.

During the six months ended June 30, 2004, there haen no material changes in the market risk ®x@gs facing the Company as comp.
to those the Company faced in the fiscal year efmbmber 31, 2003.

Interest Rate Risks

At June 30, 2004, the Company had financial asetang $8.2 million and financial liabilities @iing $139.4 million. For fixed rate
financial instruments, interest rate changes affeeffair market value but do not impact earningsash flows. Conversely, for variable rate
financial instruments, interest rate changes gélgeata not affect the fair market value but do imp&uture earnings and cash flows, assun
other factors are held constant.

At June 30, 2004, the Company had fixed rate firmssets of $8.2 million and held no variable fiancial assets. Holding other variat
constant, a ten percent increase in interest vedetd decrease the unrealized fair value of thedifinancial assets by approximately $0.1
million.

At June 30, 2004, the Company had fixed rate de$16.4 million and variable rate debt of $123 roiil. A ten percent decrease in interest
rates would increase the unrealized fair valudneffixed rate debt by approximately $0.1 million.

The net decrease in earnings for the next yealtirg@rom a ten percent interest rate increaseldvbe approximately $0.3 million, holding
other variables constant.

Exchange Rate Sensitivity Analysis

The Companys exchange rate exposure on its financial instrasnesults from its investments and ongoing openatin Israel. During 200.
the Company entered into a foreign exchange fonpardhase contract to partially hedge this expositrdune 30, 2004, the Company had
open foreign exchange forward purchase contratttaramount of $10 million. Holding other variabtEmstant, if there were a ten percent
devaluation of the foreign currency, the Compamymulative translation (loss) reflected in the Camys accumulated other comprehensive
(loss) would increase by $1.9 million, and in tketeaments of operations, a ten percent devaluafitime foreign currency would decrease net
earnings in the amount of approximately $4.3 millio

Securities Price Risk

The Company’s investments at June 30, 2004, indimdarketable securities (trading and availables&le)which are recorded at fair value
$61.0 million. Those securities have exposure iwemisk. The estimated potential loss in fair watasulting from a hypothetical ten percent
decrease in prices quoted on stock exchanges iexapately $6.1 million.

21



ITEM 4. CONTROLS AND PROCEDURE.

Disclosure Controls and Procedures

The Company’s management with the participatiothefCompany’s Chief Executive Officer and Chiefdfinial Officer, has evaluated the
effectiveness of the Company’s disclosure contiols procedures (as such term is defined in Rulaslb8) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (tlbbdhge Act)) as of the end of the period coverethlsyreport. Based on such evaluation,
the Company’s Chief Executive Officer and Chiefdfinial Officer have concluded that, as of the eénslich period, the Company’s
disclosure controls and procedures are effectiedwithstanding the foregoing, a control systempraiter how well designed and operated,
can provide only reasonable, not absolute, asserdnat it will detect or uncover failures withiretiCompany to disclose material information
otherwise required to be set forth in the Compapgsodic reports.

Internal Control Over Financial Reporting

There have not been any changes in the Compartgisial control over financial reporting (as suatmtés defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act) during the fiscalrtgrato which this report relates that have maligretfected, or are reasonably likely
materially affect the Company’s internal controko¥inancial reporting.

Part Il - OTHER INFORMATION

Item 1. Legal Proceeding:

Ampal Communications L.P.

1. On May 10, 2004, Ampal Communications L.P.p@tiéd partnership controlled by Ampal and in whighpal holds a 75% equity
interest, filed a claim in the Tel-Aviv District Qa against Motorola Communications Israel Ltd.,thfola Israel Ltd., Elisha Yanai,
Peter Brum, Rami Guzman, Nathan Gidron, ShimorafidlMIRS Communications Ltd. (collectively, the ‘Bredants”), for
injunctive and declaratory relief as described Wel6he claim is in connection with the exploitatioy the defendants of Ampal
Communication’ minority rights by virtue of its 33% holding in MERCommunications Ltc

Ampal Communications L.P. requested the Courtdoagelief as follows:

A. Declaring that the business of MIRS Commuriares Ltd. is conducted in such a way as to be giejal to the rights of
Ampal Communications L.P. as a minority share hol

B. Appointing an appraiser to conduct a valuabbMIRS Communications Ltd. and Ampal Communicasid..P.'s
holdings therein, which will encompass a revievthef way MIRS Communications Ltd. conducts its bes#) including
a review of the related party transactions betwdHRS Communications Ltd. and Motorola Israel Ltdd#or any other
of the Defendants

C. Instructing each of the Defendants to acquire amdhase from Ampal Communications L.P. the shdreslds in MIRE
Communications Ltd. at the highest of the followprices:

(1) based on a company valuation of MIRS Commatioas Ltd. as presented to Ampal CommunicatioRs hy
Motorola prior to the signing of the Share Purchageeement for MIRS Communications Ltd.;
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(2) based on the amount paid by Ampal CommurunatL.P. for its share holding in MIRS Communicasid.td.
plus linkage to the Israeli consumer index andrege or

(3) based on the company valuation that will beedmined by the valuation specified in SectiorbBwee, excluding
any material negative effect brought about by tlieéedantsbmissions and/or negligence in their manageme
MIRS Communications Ltd., all as may be assessdccamputed by the appraiser specified in Sectiab&ve;

D. Determining that each of the individual Defendaatspfficers in MIRS Communications Ltd., has viethhis respecti
fiduciary obligations towards Ampal CommunicatidnB. as a minority shareholder in MIRS Communiaagittd.;

E. Declaring that the Share Purchase Agreemeastipat to which Ampal Communications L.P. acquitedhareholding
in MIRS Communications Ltd. and the Shareholderse@ment in respect thereof, are vc



2. On May 24, 2004 and on May 31, 2004 the Defetsdi@guested the district court to strike out tlaéntin limine, on the grounds that
Ampal had allegedly not paid sufficient fees whiéind the claim, and further requested an extensiotie time for filing statements
of defense until after the district court had restth decision regarding the request to striketmitlaim. Ampal and the Defendants
filed various responses and on June 30, 2004 i¢ivéctl court requested the Attorney General tanigh an opinion regarding the
Defendants’ request before issuing its own decisitre Court also decided that the statements @hdefshould be filed 10 days after
it issues its decision regarding the striking duthe claim.

Item 2. Changes in Securities, Use of Proceeds and Issuehdses of Equity Securities Noi
Item 3. Defaults upon Senior Securities No
Item 4. Submission of Matters to a Vote of Security Hold&sne.

ltem 5. Other Informatior

Because Y.M. Noy Investments Ltd. owns more tha 80 the voting power in the Company, the Compangdemed to be a “controlled
company” under the rules of the Nasdaq Nationalkdiaf‘Nasdaq”). As a result, the Company is exefrgon the Nasdagq rules that require
listed companies to have (i) a majority of indepamtddirectors on the Board of Directors, (ii) a gamsation committee and nominating
committee composed solely of independent direcf{onsthe compensation of executive officers datared by a majority of independent
directors or a compensation committee composedysaiéndependent directors and (iv) a majoritytleé independent directors or a
nominating committee composed solely of independ@ettors elect or recommend director nomineesétection by the Board of Directa

The Company has not yet set the date for its 20ddia meeting of shareholders. The deadline forettidders to submit proposals for
inclusion in the Company’s proxy statement was A28 2004, but because the 2004 annual meetiridaki¢ place more than 30 days later
than last year's meeting, the Company shall tredinaely any shareholder proposal submitted withieasonable time prior to printing the
Company’s proxy materials.
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Item 6. Exhibits and Reports on Forn-K
(&) Exhibits:
11.1  Schedule Setting Forth Computation of Loss per &bécClass A Stock
31.1 Certification of Jack Bigio pursuant to Section 3f#2he Sarban-Oxley Act of 200z

31.z  Certification of Irit Eluz pursuant to Section 362the Sarbanes-Oxley Act of 2002. 32.1 Certifisatof Jack Bigio and Irit
Eluz pursuant to 18 U.S.C. Section 1350, as adgpiesbiant to Section 906 of the Sarbi-Oxley Act of 2002

(b)  Reports on Form-K: None
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AMPAL - AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto dully authorized.

AMPAL - AMERICAN ISRAEL CORPORATION

BY: /S/ Jack Bigio

Jack Bigio
Chief Executive Officer
(Principal Executive Officer



BY: /S/ Irit Eluz

Irit Eluz

CFO and Vice President - Finance
and Treasurer

(Principal Financial Officer

BY: /S/ Giora Bar-Nir

Giora Bar-Nir
Controller
(Principal Accounting Officer

Dated: August 12, 2004

25

AMPAL - AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

Exhibit Index

Exhibit No. Description
11.1 Schedule Setting Forth Computation of Earnings

Per Share of Class A Sto
311 Certification of Jack Bigio pursuant to Section 3d2he Sarban-Oxley Act of 200z
31.2 Certification of Irit Eluz pursuant to Section 362the Sarban«-Oxley Act of 2002
32.1 Certification of Jack Bigio and Irit Eluz puent to 18 U.S.C. Section 1350, as adopted pursagection 906 of the

Sarbane-Oxley Act of 2002
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Exhibit 11.1

AMPAL - AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SCHEDULE SETTING FORTH COMPUTATION OF LOSS PER SHARF CLASS A STOCK

SIX MONTHS ENDED JUNE 30, 2004 2003
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
BASIC EPS
Net Gain (loss$y) $ (634) $ 7,95¢
Gain (Loss) per Class A Sh $ (0.03) $ 0.4C
Shares used in calculatiéh 19,81« 19,69¢
DILUTED EPS

Net Gain (loss $ (634 $ 8,06¢



Gain (loss) per Class A Sh $ (0.09) $ 0.3¢€

Shares used in calculatiéh 19,81« 22,10¢
(1)  After deduction of accrued preferred stock dividenfi$107 and $109 respective

(2) In 2004, the conversion of the 4% and 6-1R8ferred Stock and the exercise of stock optiogr®wexcluded from the diluted
EPS calculation due to the antidilutive effe

Exhibit 31.1

CERTIFICATION

I, Jack Bigio, certify that:

=

N

w

E

o

I have reviewed this quarterly report on Forn-Q of Ampal- American Israel Corporatiol

Based on my knowledge, this report does notatoriny untrue statement of a material fact or donéttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrant's other certifying officer(s) drate responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a) Designed such disclosure controls and proesdor caused such disclosure controls and proeedoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingmared

b) Evaluated the effectiveness of the regissatisclosure controls and procedures and preséntbd report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; ant

C) Disclosed in this report any change in the regigtsanternal control over financial reporting tloaturred during the registrar
most recent fiscal quarter (the registrant's fofisital quarter in the case of an annual repod tias materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reportingg:

The registrant's other certifying officer(s) drithve disclosed, based on our most recent evaiuat internal control over financial
reporting, to the registrant's auditors and thdtaamnmittee of the registrant's board of direci@spersons performing the equivalent
functions):

a) All significant deficiencies and material weakses in the design or operation of internal obotrer financial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

b) Any fraud, whether or not material, that inked management or other employees who have aismntifole in the registrant's
internal control over financial reportin

August 12, 2004 /S/ Jack Bigio

Jack Bigio
President and Chief Executive Offic




Exhibit 31.2
CERTIFICATION
I, Irit Eluz, certify that:
1. I have reviewed this quarterly report on Forra 8f Ampal — American Israel Corporation;

2. Based on my knowledge, this report does notatoriny untrue statement of a material fact or don#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha
a) Designed such disclosure controls and proesgdor caused such disclosure controls and proesdarte designed under our

supervision, to ensure that material informatidatieg to the registrant, including its consolidh®ubsidiaries, is made known
to us by others within those entities, particulatlying the period in which this report is beingared

b) Evaluated the effectiveness of the registsagisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; an

C) Disclosed in this report any change in thaéstegnt's internal control over financial reportititgat occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anldve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing thevedent
functions):

a) All significant deficiencies and material waakses in the design or operation of internal obntrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b) Any fraud, whether or not material, that inved management or other employees who have ais@mifole in the registrant’s
internal control over financial reportin

Date: August 12, 2004 /S/ Irit Eluz

Irit Eluz
CFO and Vice President - Finance and
Treasure!

Exhibit 32.1

CERTIFICATION PURSUANT TO
RULE 13a-14(b) UNDER THE SECURITIES EXCHANGE ACT QB34
AND 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly reportashpal-American Israel Corporation (the “Companyi) lBorm 10-Q for the period ending June
30, 2004 as filed with the Securities and Exchabgemission on the date hereof (the “Repoegch of the undersigned executive officer
the Company certifies, to the best of such exeeutificer's knowledge, pursuant to Rule 13a-14(fjer the Securities Exchange Act of
1934 and 18 U.S.C. Section 1350, as adopted pursu&ection 906 of the Sarba-Oxley Act of 2002, that



(1) The report fully complies with the réeuments of Section 13(a) or 15(d) of the Secwyikgchange Act of 1934; and

(2) The information contained in the Regaitly presents, in all material respects, thaficial condition and results of operations of the
Company.

/S/ Jack Bigio /S/ Irit Eluz

Jack Bigio Irit Eluz

President and CEO CFO and Vice President
Ampal-American Israel Corporation Finance and Treasurer

August 12, 2004 Ampal-American Israel Corporation

August 12, 200:

A signed original of this written statement reqdit®y Section 906, or other document authenticatiegnowledging, or otherwise adopting
the signature that appears in typed form withindleetronic version of this written statement regdiby Section 906, has been provided to
the Company and will be retained by the Companyfardshed to the Securities and Exchange Commissidts staff upon request.

End of Filing
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