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ITEM 1. FINANCIAL STATEMENTS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

NINE MONTHS ENDED SEPTEMBER 30, 2004 2003
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES
Equity in earnings of affiliate $ 2,92¢ $ 1,92t
Interes 457 42C
Real estate incon 6,68: 6,68¢
Realized and unrealized gains on investr 6,87¢ 24,66:
Othel 7,61¢ 7,49(
Total revenue 24,56: 41,18
EXPENSES
Interes 3,45( 4,381
Real estate expens 6,554 6,212
Loss from impairment of investmel 6,86: 10,88¢
Minority interest: 327 1,46
Translation los 1,572 2,73¢
Other (mainly general and administrati 7,347 6,98
Total expens:i 26,11: 32,66¢
(Loss)gain before income tay (1,55 8,511
Provision(Benefit) for income tax 1,521 (1,067
Net (loss)gai $ (307) $ 9,58¢
Basic EPS
(Loss)gain per Class A sh $ (0.1¢) $ 0.4¢
Shares used in calculation (in thods3 19,82¢ 19,70¢
Diluted EPS
(Loss)gain per Class A sh $ (0.1¢) $ 0.4z
Shares used in calculation (in thodsj 19,82¢ 22,10¢

The accompanying notes are an integral part of¢imsolidated financial statements.
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ITEM 1. FINANCIAL STATEMENTS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

THREE MONTHS ENDED SEPTEMBER 30, 2004 2003
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES
Equity in earnings of affiliate $ 1,52¢ $ 1,731
Interes 17¢ 15¢
Real estate incon 2,25( 2,301
Realized and unrealized gains(loss)on investa 2,137 (1,680
Othel 2,81¢ 2,751
Total revenue 8,91 5,25¢
EXPENSES
Interes 1,22C 747
Real estate expens 2,29¢ 2,291
Loss from impairment of investmel 5,40( 2,751
Minority interest: 35¢€ 36¢
Translation los 13 42€
Other (mainly general and administrati 2,27¢ 2,40¢
Total expens:i 11,56( 8,98
Loss before income tax (2,649 (3,73))
Benefit for income taxe 10z 5,251
Net (loss)Gai $ (254 $ 1,5
Basic EPS
(Loss)gain per Class A sh $ (0.19) $ 0.07
Shares used in calculation (in thods3 19,86: 19,72¢
Diluted EPS
(Loss)gain per Class A sh $ (0.19) $ 0.07
Shares used in calculation (in thodsj 19,86: 22,10¢

The accompanying notes are an integral part of¢imsolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

September 30, December 31,
ASSETS AS OF 2004 2003
(Dollars in thousands) (Unaudited) (Audited)
Cash and cash equivalel $ 16,15: $ 4,572
Deposits, notes and loans receive 3,431 12,28¢
Investment: 159,13¢ 171,12:
Marketable Securitie 50,19: 64,70
Total Investment 209,32: 235,82:
Real estate property, less accumuli
depreciation of $11,907 and $9,1 63,70¢ 64,46(
Other asset 43,20¢ 37,22¢
Total Assets $ 335820 $ 354,36

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

LIABILITIES AND September 30, December 31,
SHAREHOLDERS' EQUITY AS OF 2004 2003
(Dollars in thousands except per share amounts) (Unaudited) (Audited)
LIABILITIES
Notes and loans payat $ 124,38 $ 134,45
Debenture: 1,96: 3,87¢
Accounts payable, accrui
expense and othe 85,727 91,01t
Total Liabilities 212,07: 229,34¢
Minority interests 10,49( 9,99t
SHAREHOLDERS EQUITY
4% Cumulative Convertible Preferred Stock,
par value; authorized 189,287 shares; is:
124,732 and 131,952 shares; outstanding 12:
and 128,602 shar 624 66C
6-1/2% Cumulative Convertible Preferred Sto
$5 par value; authorized 988,055 shares; is
662,837 and 697,380 shares; outstanding 54(
and 574,844 shar 3,31 3,481
Class A Stock; $1 par value; authori:
60,000,000 shares; issued 25,706,939
25,567,210 shares; outstanding 19,875
and 19,735,546 shar 25,701 25,561
Additional paic-in capital 58,21: 58,14:
Retained earning 73,037 76,10¢
Treasury Stock, at co (31,09¢) (31,09¢)
Accumulated other comprehensive | (16,539 (17,84
Total shareholders' equ 113,26( 115,02:
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 335,82 $ 354,36°

The accompanying notes are an integral part oftimsolidated financial statements.

4




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

NINE MONTHS ENDED SEPTEMBER 30, 2004 2003
(Dollars in thousands) (Unaudited) (Unaudited)
Cash flows from operating activitie
Net (loss) gail $ (3,079 $ 9,584
Adjustments to reconcile net loss to
cash provided by operating activiti
Equity in earnings of affiliate (2,929 (1,925
Realized and unrealized g
on investment (6,879 (24,667)
Depreciation expen: 1,60¢ 1,64(
Amortization of deposits from tenat (1,43Y) (1,087
Loss from impairment of investments and lo 6,86: 10,88¢
Translation los 1,572 2,73¢
Minority interests 327 1,46:
Increase in other assi (3,309 (4,519
(Decrease) increase in accounts pays
accrued expenses and otr (3,959 6,43¢
Investments made in trading securi (33,479 (39,84%)
Proceeds from sale of trading securi 53,91 41,41¢
Dividends received from affiliate 317 3,52¢
Net cash provided by operating activit 9,55¢4 5,67(
Cash flows from investing activitie
Deposits, notes and loans receivable colle 13,99: 1,88¢
Deposits, notes and loans receivable gra (6,696 (3,369
Investments made in affiliates and ott (6,295 (1,200
Proceeds from sale of investme 10,96¢ 1,10¢
Return of capital by partnerst 35 157
Capital improvement (762) (2,85))
Change of minority interest due to acquisit - 1,464
Net cash provided by (used in) invest
activities 11,24 (2,805

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




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

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

Notes and loans payable recei $ 6,51 $ 21,72
Notes and loans payable rep (13,88% (3,899
Debentures repai (1,759 (19,277
Contribution to partnership by minori 40 -
Net cash used in financir

activities (9,085 (1,439
Effect of exchange rate changes on cash

cash equivaleni (129 60
Net increase in cash and cash equival 11,58 1,48¢
Cash and cash equivalents at beginning of pe 4,57 1,557
Cash and cash equivalents at end of pe $ 16,15: $ 3,04
Supplemental Disclosure of Cash Flow Informat

Cash paid during the peria

Interest paid to othel $ 3,821 $ 5,067
Income taxes pai $ 3,551 $ 102
Supplemental Disclosure of N-cash

Investing Activities;

Proceeds in tradable securities received f

realization of an investme 2,26 -
Investing activities

Investment in investee - 78C

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

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEREQUITY

(Dollars in thousands, except share amounts)

4% PREFERRED STOC

Balance, beginning of ye

Conversion of 7,220 and 7,439 shares
Class A Stoc

Balance, end of peric

6-1/2% PREFERRED STOC

Balance, beginning of ye.

Conversion of 34,543 and 9,070 shares
Class A Stoc

Balance, end of peric

CLASS A STOCK

Balance beginning of ye:

Issuance of shares upon conversio
Preferred Stoc

Balance, end of peric

ADDITIONAL PAID -IN CAPITAL
Balance, beginning of ye.
Conversion of Preferred Sto

Balance, end of peric

RETAINED EARNINGS
Balance, beginning of ye.
Net gain (loss
Dividends:
4% Preferred Stoc- $0.2 per shar

€-1/2% Preferred Stoc- $0.325 per shai

Balance, end of peric

September 30 December 31
2004 2003
(Unaudited) (Audited)
$ 66C $ 697
(36) (37
$ 624 $ 66C
$ 3,481 $ 3,53
(173 (45)
$ 3,31« $ 3,48
$ 25,56 $ 25,50:
14C 64
$ 25,70 $ 25,56
$ 58,14: $ 58,12t
69 18
$ 58,21: $ 58,14:
$ 76,10¢ $ 67,47"
(3,072) 8,84
- (26)
- (187)
$ 73,031 $ 76,10¢

The accompanying notes are an integral part oftimsolidated financial statements.




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEREQUITY

September 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¢)
NINE MONTHS ENDED SEPTEMBER 30, 2004 2003
(Unaudited) (Unaudited)
ACCUMULATED OTHER COMPREHENSIVE LOSS
Cumulative translation adjustmer
Balance, beginning of ye (20,599 (20,750)
Foreign currency translation adjustm (380) (99
Balance, end of peric (20,977 (20,849
Unrealized gain on marketable securit
Balance, beginning of ye 2,75( (3,309
Unrealized gain, ni 2,02z 2,94(
Sale of availab-for-sale securitie (339 1,21:
Balance, end of peric 4,43¢ 84t
Balance, end of peric (16,539 (20,009

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

NINE MONTHS ENDED SEPTEMBER 30, 2004 2003
(Dollars in thousands) (Unaudited) (Unaudited)
Net(loss) gair $ (3,07) % 9,58¢

Other comprehensive gain (loss), net of

Foreign currency translation adjustme (380 (99)
Unrealized gain on securiti 2,02z 2,94(
Other comprehensive incor 1,64: 2,841
Comprehensive incon $ (1,429 $ 12,42t

Related tax(expense) on ott
comprehensive gai
Foreign currency translation adjustme $ (76)

(98)
Unrealized gain on securiti $ (937)

(1,662)

©“ &

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

9




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Unaudited)

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

The September 30, 2004 consolidated balance presented herein was derived from the auditeceBder 31, 2003 consolidated
financial statements of the Compa

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 comtihwithout change. Reference should also be matihe tootes 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

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 logbearnings per share as if the Company had aplesthir value-recognition
provisions of SFAS No. 123, “Accounting for Stockd®d Compensation”, to stock based incentive ptarthe periods indicated
below:

Nine Months Ended September 30 2004 2003

(In thousands, except per share data)

Basic EPS

Net(loss)gain
As reported? $ (3.23) $ 9,42(
Lest-stock based compensation expe
Determined under fair value meth (382) (370
Pro forme $ (3,619 $ 9,05(
As reportec $ (0.1¢) $ 0.4¢
Pro forme $ (0.1¢) $ 0.4¢

Diluted EPS

Net(loss)gain

As reported? $ (3,23) $ 9,58¢

Less-stock based compensation expe
Determined under fair value meth (382 (370
Pro Forme $ (3,619 $ 9,21«
As Reporte( $ (0.1¢) $ 0.42
Pro forme $ (0.1¢) $ 0.4z
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Three Months Ended September 30 2004 2003

(In thousands, except per share data)

Basic EPS

Net (loss) gain
As reported? $ (2,59 $ 1,46"
Les-stock based compensation expe
Determined under fair value meth (12%) (129
Pro forme $ (2,729 $ 1,341
As reportec $ (0.1%) $ 0.07
Pro forme $ (0.19) $ 0.07

Diluted EPS:

Net (loss) gain
As reported? $ (2,599 $ 1,52(
Les-stock based compensation expe
Determined under fair value meth (12%) (1249
Pro forme $ (2,729 $ 1,39¢
As Reporte( $ (0.1%) $ 0.07
Pro forme $ (0.19 $ 0.0€

(1) After deduction of accrued Preferred Stock Dividefi$160 and $164 (for the three months $53 and,$85pectively.

@ n 2004, the effect of the conversion of the 4% &% Preferred Stock was excluded from the basiaddnted EPS calculation
due to its antidilutive effec

Under SFAS No. 123, the fair value of each optmastimated on the date of grant using the Blatiolés option-pricing model with
the following assumptions: (1) expected life ofiops; (2) dividend yield; (3) volatility; and (4isk-free interest rate. For the nine
months ended September 30, 2004, 15,000 optiors gvanted. The fair value generated by the Bladiees model may not be
indicative of the future benefit, if any, that miag received by the optionhold:
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4.

Segment information presented below results prignom operations in Israe

NINE MONTHS ENDED SEPTEMBER 30, 2004 2003
(Dollars in thousands)
Revenues
Finance $ 13,397 $ 31,12:
Real Estatt 6,68: 6,68¢
Leisure-time 1,61C 1,50¢
Intercompany adjustmen (56) (55)
21,63¢ 39,25¢
Equity 2,92¢ 1,92¢
Total $ 24,56: $ 41,18
Pretax Operating Gain (Los:
Finance $ (4,367) $ 9,352
Real Estatt (29 (1,447
Leisure-time 23¢ 15C
(4,157) 8,05¢
Equity 2,92¢ 1,92¢
Minority Interest (327) (1,469
Total $ (1,55)) $ 8,517
Total Assets
Finance $ 256,51¢ $ 266,36:
Real Estatt 65,02¢ 68,56¢
Leisure-Time 17,04¢ 16,467
Intercompany adjustmen (2,766 (2,72
Total $ 335,82: $ 348,67:

Corporate office expense is principally applicaiol¢he financing operations and has been chargtthtesegment 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 leisure-time segment consists primarily of C@varld International Limited (marine parks locatiedsrael and around the world)
and Country Club Kfar Saba, the Comp’'s 51%-owned subsidiary located in Isra

5. The following table summarizes securities thatemot included in the calculations of dilutednéags per Class A share for the nine-
month periods ended September 30, 2004 and 20@Ribesuch shares are -dilutive.

September 30,

(Shares in thousands)

2004 2003
Options and Right 1,33: 1,33¢
6-1/2% Preferred Stoc 663 -
4% Preferred Stoc 12& -

6. LEGAL PROCEEDINGS

Ampal Communications L.P.

1. On May 10, 2004, Ampal Communications L.Riméted partnership controlled by Ampal and in whidmpal holds a 75%
equity interest, filed a claim in the Tel-Aviv Digit Court against Motorola Communications Isratl.| Motorola Israel Ltd.,
Elisha Yanai, Peter Brum, Rami Guzman, Nathan Gidghimon Tal and MIRS Communications Ltd. (collesly, the



“Defendants”), for injunctive and declaratory rél&s described below. The claim is in connectiotihhe exploitation by the
defendants of Ampal Communicati¢ minority rights by virtue of its 33% holding in MERCommunications Ltc

Ampal Communications L.P. requested the Courtdoagelief as follows:
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A. Declaring that the business of MIRS Commuriareg 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 betwddRS 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.;

(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 andregg or

(3) based on the company valuation that will beedmined by the valuation specified in SectiorbBwee, excluding
any material negative effect brought about by tieéebdantsbmissions and/or negligence in their manageme
MIRS Communications Ltd., all as may be assessdadcamputed by the appraiser specified in Sectiabh®e;

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 Agreemestipat to which Ampal Communications L.P. acquitedhareholding
in MIRS Communications Ltd. and the Shareholderss@ment in respect thereof, are vc

On May 24, 2004 and on May 31, 2004 the Dedatgirequested the district court to strike outdlhénin limine, on the
grounds that Ampal had allegedly not paid suffitiees when filing the claim, and further requesiadcextension of the time
for filing statements of defense until after thetdct court had reached a decision regardingeheest to strike out the Claim.
Ampal and the Defendants filed various responsdsaniune 30, 2004, the district court requestedittorney General to
furnish an opinion regarding the Defendants’ retjbefore issuing its own decision. On October IIN&the Attorney General
furnished its opinion that supported the Defendamtsuest that Ampal should pay the fees calculatethe basis of the value
of the requested remedies in the Claim. On Noverh®e2004 Ampal filed its response. The Court alscided that the
statements of defense should be filed 10 days idfsgues its decision regarding the striking aiuthe claim.

As of September 30, 2004, the Company hadewgived its dividend from MIRS in the amount of $#hillion, included
among “other assets”, due March 31, 2004. The dividwas not received due to the legal dispute géstliabove. As a result
of not receiving the dividend, the principal and thterest of the loan which were due March 31 4208re only partially paid
(see"Debf").
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Item 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIANCIAL CONDITION AND RESULTS OF OPERATIONS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CRITICAL ACCOUNTING POLICIES

The preparation of Ampal’s consolidated financtatements 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 statementsealated footnotes. Actual results may differ frdmege estimates. To facilitate the
understanding of Ampal’s business activities, descr below are certain Ampal accounting policiest #ire relatively more important to the
portrayal of its financial condition and resultsogferations and that require managengesitbjective judgments. Ampal bases its judgmen
its experience and various other assumptions talieves to be reasonable under the circumstaRéesse refer to Note 1 to Ampal’s
consolidated financial statements included in tn@ual 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 investmeantluding many of its investments in the higbkieology and communications
industries, on the basis of the cost method. Apfibo of this method requires the Company to pécaily review these investments in order
to determine whether to maintain the current cagyialue or to write off some or all of the investm While the Company uses some
objective measurements in its review, such as énéglio company’s liquidity, burn rate, terminati@f a substantial number of employees,
achievement of milestones set forth in its busiqéas or projections and seeks to obtain relevaforination from the company under revit
the review process involves a number of judgmentthe part of the Company’s management. These jedtgrinclude assessments of the
likelihood of the company under review to obtaidiidnal financing, to achieve future milestoneska sales and to compete effectively in
its markets. In making these judgments the Compaust also attempt to anticipate trends in the @aler company’s industry as well as in
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.
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Investment in MIRS

MIRS Communications Ltd. (“MIRS”) is our largestiestment and is being accounted for at cost (ouite@terest is 25%). The cost
method is applied due to preference features we haen granted in our investment in preferred shardlirs. Revenues from guaranteed
payments from Motorola are recognized as incomep@/rm annual tests for impairment regardingiouestment.

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 stockholdersitgglf 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 statesmafrincome as loss from impairment of investments.

Long-Lived Assets

On January 1, 2002, Ampal adopted FAS 144, “Acdogrfor the Impairment or Disposal of Long- Liveaggets” (“FAS 144"), FAS 144
requires that long- lived assets, to be held aed by an entity, be reviewed for impairment anagessary, written down to the estimated
fair values, whenever events or changes in circamests indicate that the carrying amount of thetagsay not be recoverable 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 riestdéiferred 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 valuatallowance. To the extent we establish a
valuation allowance or increase this allowance jieaod, we must include an expense within theptaxision in the statement of operations.
A valuation allowance is currently set againstaertax 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

Nine months ended September 30, 2004 compareti¢onmdbnths ended September 30, 2(

Ampal-American Israel Corporation (“Ampal”) and gsabsidiaries (the “Company”) recorded a consadidatet loss of $3.1 million for the
nine months ended September 30, 2004 as compagedebgain of $9.6 million for the same perio@@03. The decrease in net gain is
primarily attributable to the decrease in realiaed unrealized gains on investments and the ineri@asx provision for income taxes in the
nine months ended September 30, 2004 as compatled same period in 2003, which were partially @tffsy the decrease in loss from
impairment, a decrease in interest expense anslatam loss in the nine months ended Septembe2(@®4, as compared to the same period
in 2003.

In the nine month period ended September 30, 20@4Company recorded $6.9 million of realized antkalized gains on investments, as
compared to $24.7 million of realized and unrealigains in the same period in 2003. The gains dezbin the nine months ended Septer
30, 2004 are mainly attributable to the sale oétssky PSINet Europe, one of the holdings of Angpilvestee company, Telecom Partners
(“TP™)($2.5 million), (see “Investments”) and apghmately 49% of the Company’s holdings in PowerDsSind. (“PowerDSine”) ($3.5
million). The remaining shares of PowerDSine weeated as “available-for-sale” and $2.4 million eeecorded as unrealized gains on
marketable securities under, “Accumulated Other @rafensive Loss”. The realized and unrealized gainsivestment in the nine months
ended September 30, 2003 were primarily attribetédothe gains on the sale of the Company’s invesstim Granite Hacarmel Investments
Ltd. (“Granite”) ($18.2 million). During the nine omths ended September 30, 2003, the Company spidxamately 10% of its interest in
Granite.

Equity in earnings of affiliates increased to $&flion for the nine months ended September 3042@8 compared to a gain of $1.9 million
for the same period in 2003. The increase is pilynattributable to a $1.7 million loss in Granitehich was recorded in the first quarter of
2003.

In the nine month period ended September 30, 20@4Company recorded $6.9 million in losses fromithpairment of its investments in
Shellcase Ltd. ($3.8 million), courses investment&chnology Ltd. ($0.3 million),Identify Solutionsd. ($0.7 million), Star Management of
Investment Il (2000) L.P., ($1.6 million) and Visiware Ophthalmic Technologies ($0.5 million). Ie #ame period in 2003, the Company
recorded a $10.9 million loss from impairment sfitvestments.

The Company recorded a translation loss of $1.6amiln the nine months ended September 30, 20@bm@pared to a translation loss of §
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 ®8l®n in the nine months ended September 304268 compared to $4.4 million in
the same period in 2003, primarily as a resulbafdr interest rates.

Results of Operations

Three months ended September 30, 2004 comparbce® ihonths ended September 30, 2003:

The Company recorded a consolidated net loss &fiéllion for the three months ended Septembe2804 as compared to a net gain of
$1.5 million for the same period in 2003. This @&se is primarily attributable to the increaseosslfrom impairment, to a decrease in tax
benefit and an increase in interest expense ithtlee months ended September 30, 2004 as comuatteel $ame period in 2003. These were
partially offset by the increase in realized andeatized gain on investment and a decrease inlétéons loss in the three months ended
September 30, 2004, as compared to the same perkid3.
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In the three month period ended September 30, 2B84Zompany recorded a $2.1 million realized amealized gain on investments, as
compared to a $1.7 million realized and unrealipsd on investments in the same period of fiscAB2T he gains recorded in 2004 are
mainly attributable to the sale of assets by PSElgbpe, one of the holdings of Ampal’s investempany, TP ($2.5 million),(see
“Investments”) and to the realized and unrealizathg from various tradable securities. The realaed unrealized loss on investments in the
three months ended September 30, 2003 were pnnatilbutable to the Company’s investment in Gieu$2.0 million).

Equity in earnings of affiliates was $1.5 millioor fthe three months ended September 30, 2004 nagazed to $1.7 million for the same
period in 2003.

In the three-month period ended September 30, 2684Company recorded $5.4 million in losses framitmpairment of its investments in
Shellcase Ltd. ($3.8 million), Star Managementrnfelstment Il (2000) L.P. ($0.8 million), Visionca@pthalmic Technologies ($0.5 million)
and Courses Investment in Technology Ltd. ($0.3ioni), while in the three-month period ended Sefiten80, 2003, the Company recorded
$2.8 million in losses from the impairment of itwéstments.

The Company did not record a translation loss éntkiiee months ended September 30, 2004 as contpaadcdanslation loss of $0.4 million
in the same period in 2003. The translation logs@803 are attributable to the devaluation ofriber Israeli shekel against the U.S. dollar.

Liquidity and Capital Resources

Cash Flows
On September 30, 2004, cash and cash equivalerdés$d6.2 million, as compared with $4.6 millionrDcember 31, 2003.

The Company’s sources of cash include cash andezpsiialents, marketable securities, cash fromaifmers, 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 stocl 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
Quarterly Report require the Company to make ungatied payments, the Company would need to fudtikre these sources of cash. To
the extent that the Company intends to rely orstie of its unpledged marketable securities inm@satisfy its cash needs, it is subject to
the risk of a shortfall in the amount of proceedsT any such sale as compared with the anticipsatdlproceeds due to a decline in the
market price of those securities. In the event déeline in the market price of its marketable siies, the Company may need to draw upon
its other sources of cash, which may include aglu#i borrowing, refinancing of its existing indetitess or liquidating other assets, the value
of which may also decline. In addition, the shaeMIIRS owned by the Company, the shares of Opbidhigs Ltd. and $9 million of
marketable securities have already been pledgedasity for various loans provided to the Compamd would therefore be unavailable if
the Company wished to pledge them in order to pl@wan additional source of cash.
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Cash flows from operating activities

Net cash provided by operating activities totalpdraximately $9.6 million for the nine months end&sptember 30, 2004, as compare
approximately $5.7 million at the same period i020The increase in cash provided by operatingiies is primarily attributable to the
Company’s increase in net proceeds from marketsdatarities which was offset by not receiving fronR8 its dividend in the amount of
$7.1 million which was not received due to the latispute with the major partner, Motorola Commuaticn Israel Ltd.(see Legal
Proceedings)and a decrease in accounts payable.

Cash flows from investing activities

Net cash provided by investing activities totalpgraximately $11.2 million for the nine months edd&eptember 30, 2004, as compare
approximately $2.8 million used in investing adies for the same period in 2003. The increasadh @rovided by investing activities is
primarily attributable to an increase of deposthBected and proceeds from the disposition of XAC@dwerDSine and Telecom Partner,
which was partially offset by an increase in invesits in Telecom Partners and other investee caegpan

Cash flows from financing activities

Net cash used in financing activities was approxétye$9.1 million at September 30, 2004, as conghémeapproximately $1.4 million used
financing activities at September 30, 2003. Thedase in the cash used in financing activitiesOd4is primarily attributable to the decrease
in the amount of notes and loans payable rece$@db (million and $21.7 million in 2004 and 2003 pectively), which were used to pay
down the notes payable and debentures ($15.6 mélim $23.2 million in 2004 and 2003, respectively)

Investments

On September 30, 2004, the aggregate fair valtimding and available-for-sale securities was axiprately $50.2 million, as compared to
$64.7 million at December 31, 2003. The decrea@®d# is attributable to the sale of various trgdiecurities.

During the fiscal nine months ended September 304 2the Company made the following investments:

The Company invested EUR 4.9 million (approximatey $5.8 million) in TP, a newly formed entity thaill serve as a platform for
investments in the telecommunication industry pre@antly outside of Israel. Ampal’s investment dstsof a EUR 4 million convertible
debenture, which converts into a one-third partmprsterest in TP, and a EUR 0.9 million loan. Tebenture is convertible at the
Company’s discretion. Telecom Partners currentidhicnvestments in PSINet Europe B.V. (“PSINet"ld@rapes Communications
N.V./S.A., two European telecom service provid

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

The Company invested an additional $0.3 milliofrimi Opportunity Fund, L.P.(Fimi).
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During the fiscal nine months ended September 304 2the Company made the following dispositions:
On February 19, 2004, Ampal sold its holdings irc&arechnology Ltd. for $3.8 million.
During May 2004, the Company sold 49% of its hajdin PowerDSine Ltd. for approximately $7.4 miflio

During the third quarter of 2004, PSinet Europee ofthe holdings of Ampal’s investee company, 3¢td all its assets to certain
telecommunications providers. Following the salpoetion of the proceeds was distributed to TRybich Ampal received $7.1 million.
Ampal used $4.6 million of such proceeds to repayn$ and debentures and recorded a gain of $2ibmiil connection with this
transaction. The remaining investment of $1.2 wnillin TP is accounted for using the purchase methie results of operations of TP will
included in the financial statements commencindwhie fourth quarter of 2004. The Company has inatited the allocation of purchase
price to the net assets acquired.
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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$%87.4 million and $33.5 million, respectively, dsSeptember 30, 2004. Both loans are
due on March 31, 2008 and bear interest at a fatlBOR plus 0.8%. Other than as described in ff@sagraph, the loans are non-recourse to
the Company and are secured by the Company'’s simak#ikS. The principal payments are due as follol3%6 on March 31, 2004, 15% on
March 31, 2005 and 25% on each of March 31, 20067 2nd 2008. Interest will be paid annually on &taB1 of each year from March 31,
2002 until and including March 31, 2008. As a réstinot receiving the dividend from MIRS in the anmt 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 respeatd¢b anpaid amounts. These loans are subject tootingliance by MIRS with covenants
regarding its operations and financial results.

As of September 30, 2004, the company had $2.6omilh debentures outstanding with interest rafe& 5% These debentures, which ma
in March 2005, are secured by $2.0 million deplositl in a secured account.

The Company financed a portion of the developméaina-Hal Ltd. (“Am-Hal”), a wholly-owned subsidiaryhich develops and operates
luxury retirement centers for senior citizens, tlgl bank loans from Hapoalim and others. At Seper8b, 2004, and December 31, 2003
the amounts outstanding under these loans weren§i8li&n and $9.2 million respectively. The loang @ollar linked, mature in up to one
year and have interest rates of LIBOR plus 1%. Cbmpany generally repays these loans with the pdxesceived from deposits and ot
payments from the apartments in Am-Hal faciliti€se loans are secured by a lien on Am-Hal’s prageriThe Company also issued
guarantees in the amount of $4.2 million in favbcl@nts of Am-Hal in order to secure their dep®si

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 200%tiyh 2011.

The weighted average interest rates and the baai¢hese short-term borrowings (including Am-kens) at September 30, 2004 and
December 31, 2003 were 3.25% on $18.7 million a6&3on $27.5 million, respectively.

As of September 30, 2004, the Company had issuadhgtees on certain outstanding loans to its ieessand subsidiaries in the aggregate
principal amount of $11.8 million. These include:

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

$6.2 million guarantee on indebtedness incurreBdoy Heart ($3.3 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€tsse 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 rexedjais assets or liabilities on the balance shéle¢i 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. Asegt&mber 30, 2004, the Company had no open foreigency forward exchange contracts.

FORWARD LOOKING STATEMENTS

This Quarterly Report (including but not limitedfaxtors discussed above, in the “Management’sudision and Analysis of Financial
Condition and Results of Operations,” as well as¢hdiscussed elsewhere in this Quarterly Repofoom 10-Q) includes forward-looking
statements (within the meaning of Section 27A ef$ecurities Act of 1933 and Section 21E of theuStes Exchange Act of 1934) and
information relating to the Company that are basethe beliefs of management of the Company asasedlssumptions made by and
information currently available to the managemdrhe Company. When used in this Quarterly Repibet,words anticipate, believe,
estimate, expect, intend, plan, and similar exjpoess as they relate to the Company or the manageofiethe Company, identify forward-
looking statements. Such statements reflect theewtuviews of the Company with respect to futurergs or future financial performance of
the Company, the outcome of which is subject ttagerisks and other factors which could causeactsults to differ materially from those
anticipated by the forward-looking statements,udaig among others, the economic and political ¢@r in Israel, the Middle East,
including the situation in Iraq, and the globaliness and economic conditions in the differentascand markets where the 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, baliesstimated, expected, intended or planned. Subségvritten and oral forward-looking
statements attributable to the Company or persciirsgaon its behalf are expressly qualified in theitirety by the cautionary statements in
this paragraph and elsewhere described in thist@laReport and other Reports filed with the Séms 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 riskdudtieg changes in interest rates, foreign curraladgs and equity price changes. The
following analysis presents the hypothetical lssgarnings, cash flows and fair values of the faf@rinstruments which were held by the
Company at September 30, 2004, and are sensitihe tabove market risks.

During the nine months ended September 30, 20@4e thave been no material changes in the markegxgosures facing the Company as
compared to those the Company faced in the fiseal gnded December 31, 2003.

Interest Rate Risks

At September 30, 2004, the Company had financigtagotaling $8.9 million and financial liabilisgotaling $126.3 million. For fixed rate
financial instruments, interest rate changes affeefair market value but do not impact earningsash flows. Conversely, for variable rate
financial instruments, interest rate changes gdigata not affect the fair market value but do impfuture earnings and cash flows, assun
other factors are held constant.

At September 30, 2004, the Company had fixed iasn€ial assets of $8.9 million and held no vaeataite financial assets. Holding other
variables constant, a ten percent increase inasiteates would decrease the unrealized fair \@itiee fixed financial assets by approxima
$0.1 million.

At September 30, 2004, the Company had fixed reke df $14 million and variable rate debt of $11&illion. A ten percent decrease in
interest rates would increase the unrealized fines of the fixed rate debt by approximately $0illion.

The net decrease in earnings for the next yealtimgtrom a ten percent interest rate increaselavbe approximately $0.2 million, holding
other variables constant.

Exchange Rate Sensitivity Analysis

The Companys exchange rate exposure on its financial instrasnersults from its investments and ongoing openatin Israel. During 200.
the Company entered into a foreign exchange forywardhase contract to partially hedge this exposir&eptember 30, 2004, the Company
held no foreign exchange forward purchase contréttikling other variables constant, if there weterapercent devaluation of the foreign
currency, the Company’s cumulative translationg)asflected in the Company’s accumulated otherpreimensive (loss) would increase by
$1.9 million, and in the statements of operati@nten percent devaluation of the foreign currenouldl decrease net earnings in the amount
of approximately $3.1 million.

Securities Price Risk

The Company’s investments at September 30, 2004idad marketable securities (trading and avaitédresale)which are recorded at fair
value of $50.2 million. Those securities have expedo price risk. The estimated potential los&invalue resulting from a hypothetical ten
percent decrease in prices quoted on stock exchasg@proximately $5 million.
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ITEM 4. CONTROLS AND PROCEDURES
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 contald procedures (as such term is defined in Rulaslb8) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (tichdhge 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 einglioh period, the Company’s
disclosure controls and procedures are effectiggwithstanding 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 Compapg'sodic 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
15d15(f) under the Exchange Act) during the fiscalrtgrato which this report relates that have maligrefected, 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.Riméted partnership controlled by Ampal and in whigmpal holds a 75%
equity interest, filed a claim in the Tel-Aviv Digtt Court against Motorola Communications Isratl.| Motorola Israel Ltd.,
Elisha Yanai, Peter Brum, Rami Guzman, Nathan Gidghimon Tal and MIRS Communications Ltd. (collesly, the
“Defendants”), for injunctive and declaratory rélées described below. The claim is in connectioth\he exploitation by the
defendants of Ampal Communicati¢ minority rights by virtue of its 33% holding in MERCommunications Ltc

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

A. Declaring that the business of MIRS Commundoet Ltd. is conducted in such a way as to be pieijal 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 reviewthef 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 CommurdnatL.P. for its share holding in MIRS Communicasid.td.
plus linkage to the Israeli consumer index andregg or

(3) based on the company valuation that will beedmined by the valuation specified in SectiorbBwee, excluding
any material negative effect brought about by tieéehdantsbmissions and/or negligence in their manageme
MIRS Communications Ltd., all as may be assessdadcamputed by the appraiser specified in Sectiabh®e;

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 Agreemestipat to which Ampal Communications L.P. acquitedhareholding
in MIRS Communications Ltd. and the Shareholderss@ment in respect thereof, are v¢

2. On May 24, 2004 and on May 31, 2004 the Dedatgirequested the district court to strike outdlhénin limine, on the
grounds that Ampal had allegedly not paid suffitiees when filing the claim, and further requestadextension of the time
for filing statements of defense until after thetdct court had reached a decision regardingeheest to strike out the Claim.
Ampal and the Defendants filed various responsdsaniune 30, 2004, the district court requestedittorney General to
furnish an opinion regarding the Defendants’ retjbefore issuing its own decision. On October IIN#&the Attorney General
furnished its opinion that supported the Defendamtsuest that Ampal should pay the fees calculatethe basis of the value
of the requested remedies in the Claim. On Noverh®e2004 Ampal filed its response. The Court alscided that the
statements of defense should be filed 10 days idfsgues its decision regarding the striking aiuthe claim.

Item 2. Unregistered Sales of Equity Securities and Uderoteed:

Item 3. Defaults upon Senior Securities
None.

Item 4. Submission of Matters to a Vote of Security Hold:
The Annual Meeting of Shareholders was held on kmt@0, 2004. The following proposals were apprdwethe margins indicated below:

To elect eight (8) directors to the Board of Dicgstof the Company to hold office for one year teland until their respective successors
be elected and qualified:

Names For Withheld Authority

Yosef A. Maimar 12,110,19 287,61
Jack Bigio 12,110,19 287,61
Leo Malamuc 12,373,48 24,32:
Dr. Joseph Yerushaln 12,373,48 24,32
Michael Arnon 12,040,97 356,83(
Yehuda Karn 12,373,48 24,32¢
Eitan Habe! 12,373,48 24,32:¢
Menahem Moray 12,373,48 24,32:
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To ratify the appointment of Kesselman & Kesselmeamember firm of PricewaterhouseCoopers Internatibimited, as the independent
auditors of the Company for the fiscal year enddegember 31, 2004:

For Against Abstain

13,374,57: 22,285 952

Iltem 5. Other Informatior

On October 31, 2004, Michael Arnon, a member ofBbard of Directors of Ampal, passed away. As altethere are now seven members
of the Board of Directors.

Item 6. Exhibits
(@) Exhibits:
11.1 Schedule Setting Forth Computation of Loss per &baClass A Stock
31.1 Certification of Jack Bigio pursuant to Section 02he Sarban-Oxley Act of 200z
31.2 Certification of Irit Eluz pursuant to Section 36Rthe Sarban«Oxley Act of 2002

32.1 Certification of Jack Bigio and Irit Eluznsuant to 18 U.S.C. Section 1350, as adopted potrsoi&gection 906 of the
Sarbane-Oxley Act of 2002
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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 duly 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: November 12, 2004
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AMPAL — AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

Exhibit Index
Exhibit No. Description
11.1 Schedule Setting Forth Computation of Earnings3terre of Class A Stoc
311 Certification of Jack Bigio pursuant to Section 3d2he Sarban-Oxley Act of 200z
31.2 Certification of Irit Eluz pursuant to Section 36Rthe 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

NINE MONTHS ENDED SEPTEMBER 30, 2004 2003
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
BASIC EPS
Net Gain (lossy) $ (3,239 $ 9,42(
Gain (Loss) per Class A Sh $ (0.1¢) $ 0.4¢
Shares used in calculat 19,82¢ 19,70¢
DILUTED EPS
Net Gain (loss $ (3,237) $ 9,58¢
Gain (loss) per Class A Sh $ (0.1¢) $ 0.4z
Shares used in calculatiéh 19,82¢ 22,10¢

(1)  After deduction of accrued preferred stock dividenfi$160 and $164 respective

(2) In 2004, the conversion of the 4% and 6-1R%ferred Stock and the exercise of stock optiom®wexcluded from the diluted
EPS calculation due to the antidilutive effe
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Exhibit 31.1
CERTIFICATION

I, Jack Bigio, certify that:



Date:

| 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, nigtagisg with respect to the
period covered by this repo

Based on my knowledge, the financial statememis,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

The registrant’s other certifying officer(s) anakre responsible for establishing and maintainiisglosure 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 consolidhgbsidiaries, 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 registeagiitsclosure controls and procedures and presentbis report our conclusions
about the effectiveness of the disclosure conints procedures, as of the end of the period couryéhis report based on su
evaluation; ant

C) Disclosed in this report any change in thastegnt'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 ameport) that has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat 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 aisa@mifole in the registrant’s
internal control over financial reportin

November 12, 2004 /sl Jack Bigio

Jack Bigio
President and Chief Executive Offic
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Exhibit 31.2

CERTIFICATION

I, Irit Eluz, certify that:

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

Based on my knowledge, this report does notatorny 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, nigtagisg with respect to the
period covered by this repo

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

The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure 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 consolidhgbsidiaries, 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 contints procedures, as of the end of the period coveyéhis report based on su
evaluation; ant

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) angave disclosed, based on our most recent evatuaf 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 aisa@mifole in the registrant’s
internal control over financial reportin

Date: _November 12, 2004 /sl Irit Eluz

Irit Eluz
CFO and Vice President - Finance and
Treasurel
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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 reportohpal-American Israel Corporation (the “Companyt) Borm 10-Q for the period ending
September 30, 2004 as filed with the SecuritiesExahange Commission on the date hereof (the “R8peach of the undersigned
executive officers of the Company certifies, to biest of such executive officer's knowledge, pundua Rule 13a-14(b) under the Securities
Exchange Act of 1934 and 18 U.S.C. Section 135@dapted pursuant to Section 906 of the Sarbanésy@xt of 2002, that:

(1)  The report fully complies with thequirements of Section 13(a) or 15(d) of the S¢iesrExchange Act of 1934; and

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

/sl Jack Bigio /sl Irit Eluz

Jack Bigio Irit Eluz

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

November 12, 200 Ampal-American Israel Corporation

November 12, 200

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