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ITEM 1. FINANCIAL STATEMENTS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

THREE MONTHS ENDED MARCH 31, 2004 2003
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES

Equity inearnings (loss) of affiliate $ 1,91¢ $ (509)

Interest 12¢ 13E



Real estate incorr
Realized and unrealized gains on investm
Other

Total revenue

EXPENSES

Interest

Real estate expens

Loss from impairment of investmer
Minority interests

Translation los:

Other (mainly general and administrati

Total expense

Loss before income tax
Provision (benefit) for income tax

Net los:

Basic and Diluted EPS
Loss per Class A she

Shares used in calculation (in thousa

The accompanying notes are an integralgfahte consolidated financial statements.
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2,17¢ 2,10¢
83C 90¢

2,421 2,29t
7,46¢ 4,93

84z 2,217

2,131 1,93¢
1,467 -
(375) 50¢

1,227 321
2,51¢ 2,337
7,807 7,317
(335) (2,389

47z (21€)

$  (81) $ (2,169
$ (009 $ (0.19)
19,79: 19,68¢

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

March 31, December 31,
ASSETS AS OF 2004 2003
(Dollars in thousands) (Unaudited) (Audited)
Cash and cash equivale $ 7,66¢ % 4,57
Deposits, notes and loans receivi 12,301 12,28¢
Investment 173,36 171,12:
Marketable Securitie 51,21t 64,70
Total Investment 224,58 235,82.
Real estate property, less accumul
depreciation of $11,078 and $9,: 64,20¢ 64,46(
Other asse 36,72: 37,22t
Total Asset $ 34548t $ 354,36

The accompanying notes are an integralgiahte consolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

LIABILITIES AND March 31, December 31,
SHAREHOLDERS' EQUITY AS OF 2004 2003
(Dollars in thousands except per share amousit (Unaudited) (Audited)
LIABILITIES
Notes and loans payal $ 136,68 $ 134,45!
Debenture 1,91¢ 3,87¢
Accounts payable, accru
expense and othe 83,80¢ 91,01t
Total Liabilitie: 222,40! 229,34¢
Minority interest: 9,66¢ 9,99¢

SHAREHOLDERS EQUIT
4% Cumulative Convertible Preferred Stock
par value; authorized 189,287 sharesgi$
130,927 and 131,952 shares; outstandimghTZ
and 128,602 shar 65E 66C

€-1/2% Cumulative Convertible Preferred Stc
$5 par value; authorized 988,055 shasssieic
667,652 and 697,380 shares; outstandibgl36
and 574,844 shar 3,33¢ 3,487

Class A Stock; $1 par value; authori
60,000,000 shares; issued 25,661,51¢
25,567,210 shares; outstanding 19,82¢

and 19,735,546 shal 25,66: 25,56
Additional pai-in capital 58,20: 58,14:
Retained earning 75,29¢ 76,10¢
Treasury Stock, at cc (31,09¢) (31,09¢)
Accumulated other comprehensive | (18,649 (17,847

Total shareholders' equ 113,41. 115,02:
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY $ 345,48t $ 354,36

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

THREE MONTHS ENDED MARCH 31, 2004 2003

(Dollars in thousands) (Unaudited) (Unaudited)

Cash flows from operating activitie
Net loss $ 81) $ (2,169
Adjustments to reconcile net loss to
cash provided by operating activiti



Equity in (earnings) loss of affiliats (1,916 50¢
Realized and unrealized g:
on investment (830) (90¢)
Depreciation expen: 53¢ 504
Net amortizatiol (44¥) (73)
Loss from impairment of investments and lo 1,467 -
Translation los 1,227 321
Minority interests (375 50¢
Increase in other assi (2,229 (98%)
(Decrease) increase in accounts payi
accrued expenses and otr (3,999 2,95¢
Investments made in trading securi (15,24) (1,702
Proceeds from sale of trading securi 31,83t 1,50¢
Dividends received from affiliate 76 -
Net cash provided by operating activit 9,297 474
Cash flows from investing activitie
Deposits, notes and loans receivable colle 4,85( 1,852
Deposits, notes and loans receivable gra (5,057 (240
Investments made in affiliates and ott (5,789 (1,067
Proceeds from sale of investme 1,522 -
Return of capital by partnerst 35 134
Capital improvement (2149 (352
Net cash (used in) provided by invest
Activities (4,652 338
The accompanying notes are an integralgiahte consolidated financial statements.
AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
THREE MONTHS ENDED MARCH 31, 2004 2003
(Dollars in thousands) (Unaudited) (Unaudited)
Cash flows from financing activitie
Notes and loans payable recei $ 6,24 $ 19,93
Notes and loans payable rep (2,496 (1,239
Debentures repai (1,759 (29,277
Net cash provided by (used in) financ
activities 1,99¢ (579
Effect of exchange rate changes on cash
cash equivaleni (3,546 (40%)
Net increase (decrease) in cash and 3,09 171
Equivalents at beginning of perii 4,57 1,55
Cash and cash equivalents at end of pe $ 7,66¢ $ 1,38¢
Supplemental Disclosure of Cash Flow Informai
Cash paid during the peria
Interest paid to othel $ 2,257 $ 3,44¢
Income taxes pai $ 3,70C $ 27

Supplemental Disclosure of N-cash
Investing Activities:



Proceeds in tradable securities received f

realization of an investme

2,261

The accompanying notes are an integralgfahte consolidated financial statement.

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERE&QUITY

(Dollars in thousands, except share amounts)

4% PREFERRED STOC

Balance, beginning of ye.

Conversion of 1,025 and 7,439 shares
Class A Stoc

Balance, end of peric

6-1/2% PREFERRED STOC

Balance, beginning of ye.

Conversion of 29,728 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 shat

Balance, end of peric

The accompanying notes are an integralgfahte consolidated financial statements.

March 31 December 31

2004 2003
(Unaudited) (Audited)
$ 66C $ 697
©) (37

$ 65E $ 66C
$ 3,48i $ 3,53:
(149 (457)

$ 3,33¢ $ 3,481
$ 25,567 $ 25,50:
95 64

$ 25,66: $ 25,567
$ 58,14: $ 58,12t
60 18

$ 58,20: $ 58,14:
$ 76,10¢ $ 6747
(811) 8,847
- (26)
- (187)

$  75,29¢ $ 76,10¢

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEF EQUITY



(Dollars in thousands, except share amounts)

TREASURY STOCF

4% PREFERRED STOC
Balance, end of peric

€-1/2% PREFERRED STOC
Balance, end of peric

CLASS A STOCEK
Balance, end of peric

Balance, end of peric

March 31,

December 31,

2004 2003
(Unaudited) (Audited)
(84) (84)
(1,859 (1,859
(29,159 (29,159
$ (31,096 $ (31,096

THREE MONTHS ENDED MARCH 31, 2004 2003
(Unaudited) (Unaudited)
ACCUMULATED OTHER COMPREHENSIVE LOS
Cumulative translation adjustmel
Balance, beginning of ye (20,599 (20,750)
Foreign currency translation adjustrn (1,23¢) 62€
Balance, end of perii (21,837 (20,12
Unrealized gain on marketable securi
Balance, beginning of ye 2,75( (3,309
Unrealized gain (loss), r 76¢ 873
Sale of availak-for-sale securitie (339 -
Balance, end of perii 3,18t (2,435
Balance, end of peric $ (18,649 $ (22,557

The accompanying notes are an integralgiahte consolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE GAIN (LO$S

THREE MONTHS ENDED MARCH 31, 2003
(Dollars in thousands) (Unaudited) (Unaudited)
Net loss $ 81) $ (2,169
Other comprehensive gain (loss), net of
Foreign currency translation adjustme (1,236 62¢
Unrealized gain on securiti 76¢ 873
Other comprehensive (loss) inco (467) 1,501
Comprehensive lo: $ (1,279 $ (66€)



Related tax(expense) on ott
comprehensive gain (los
Foreign currency translation adjustme $ 264 $ (212
Unrealized (loss) on securiti $ (235) $ (30€)

The accompanying notes are an integralgfahte consolidated financial statements.

8

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

(Unaudited)

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

2. The March 31, 2004 consolidated balance shesepted herein was derived from the audited DeceB1h€003 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. Also, reference should be madeet 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) which ar the opinion of management, necessary tor gfasentation of the results of 1
interim period have been include

3. Employee Stock Based Compensat
The Company accounts for all plans under APB Opimie. 25, under which no compensation costs wanagrird. 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 periodsciaagid below

Three Months Ended March 31 2004 2003

(In thousands, except per share data)

Basic and Diluted EP

Net loss
As reported $ (864 $ (2,229
Les-stock based compensation expe
determined under fair value met (137 (123
Pro form $ (999 $ (2,349
As reporte $ (00H) $ (0.1))
Pro form $ (005 $ (013

(@) After deduction of accrued Preferred Stock Dividen@53 and $55 respectively.

@ n 2004 and 2003, the conversion of the 4% and26sIPreferred Stock was excluded from the dilute8 E&lculation due to the
antidilutive effect.

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 period of



three months ended March 31, 2004, 15,000 optiers granted. The fair value generated by the B&alksles model may not be
indicative of the future benefit, if any, that miag received by the option hold:

Segment information presented below results prignndm operations in Israe

THREE MONTHS ENDED MARCH 31, 2004 2003

(Dollars in thousands)

Revenues
Financ $ 2,86¢ $ 2,90¢
Real Esta 2,17¢ 2,10¢
Leisur-time 532 44¢
Intercompany adjustme (18) (16)
5,55¢ 5,44:
Equity 1,91¢ (509
Tota $ 7,46¢ $ 4,93¢
Pretax Operating Gain (Los
Financ $ (2,93)) $ (1,23¢)
Real Esta 20C (179
Leisur-time 102 50
(2,629 (1,36%)
Equity 1,91¢ (509
Minority Interes 37t (509)
Tota $ (33¢) $ (2,387
Total Assets
Financ $ 267,32. $ 244 53(
Real Esta 65,75:¢ 68,81¢
Leisur-Time* 16,60( 15,66¢
Intercompany adjustme (4,189 (2,606
Tota $ 345,48t $ 326,40t

Corporate office expense is principally applicaiol¢he financing operations and has been chargtthtesegment above.

The real estate rental segment consists of rentpkpty owned in Israel and the United States anddd to unrelated parties, and o
operations of Ar-Hal Ltd., a wholh-owned subsidiary which owns and operates a chasemibr citizen facilities located in Isra

*The leisuretime segment consists primarily of Coral World migional Limited (marine parks located in Israeti@round the worlt
and Country Club Kfar Saba, the Comp’'s 51%-owned subsidiary located in Isra
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The following table summarizes securities thatewoutstanding as of March 31, 2004 and 2003pndtincluded in the calculations of
diluted earnings per Class A share because sucbssage an-dilutive.

March 31,
(Shares in thousands)
2004 2003
Options and Right 1,411 1,33¢
6-1/2% Preferred Stoc 66¢ 70C
4% Preferred Stoc 131 13€

Subsequent Event

During May 2004, the Company signed an agreemeselt@approximately 49% of its holdings in PowenizsLtd. (“PowerDsine”) for
approximately U.S. $5.7 million, to a third partwestment group. Upon the completion of the sake Gompany will recognize a



capital gain of approximately U.S. $2.6 millic

The closing of the transaction is subject to cartagulatory approvals and other conditions. Faihgyithe completion of the sale,
Ampal will hold approximately 3% of PowerDs’s outstanding share capital on a f-diluted basis

On May 10, 2004, Ampal Communications L.P., a ledipartnership controlled by Ampal and in which Ahipolds a 75% equity
interest, filed a claim in the Tel-Aviv District Qa against Motorola Communications Israel Ltd.,tbfola 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 MBRCommunications Ltc

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

1. Declaring that the business of MIRS CommuinecetLtd. is conducted in such a way as to be piejal to the rights of Ampal
Communications L.P. as a minority share hol

2. Appointing a valuer to carry out a valuatidiMdRS Communications Ltd. and of Ampal Communioas L.P.'s holding
therein, which will incorporate an inquiry into thay in which MIRS Communications Ltd. has condddte business up to t
present time, including related party transactioetsveen MIRS Communications Ltd. and Motorola Iskaé. and/or any other
of the Defendants

3. 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:

€)) based on a company valuation of MIRS @amications Ltd. as presented to Ampal CommunioatlaP. by Motorola
prior to the signing of the Share Purchase Agre¢rfieeiMIRS Communications Ltd.;

(b) based on the amount paid by Ampal Conioations L.P. for its share holding in MIRS Comnuations Ltd. plus
linkage and interest; «

(c) based on the company valuation thatgldetermined by the valuation specified in SacB@bove, excluding any

material negative effect brought about by the Deéenis’ omissions and/or negligence in their managerof MIRS
Communications Ltd., all as may be assessed angutesh by the valuer specified in Section 2 abi
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4, Determining that each of the individual Defants, as officers in MIRS Communications Ltd., hiadated his respective
fiduciary obligations towards Ampal CommunicatidnB. as a minority share holder in MIRS Communimagi Ltd.;

5. Declaring that the Share Purchase Agreement pursmiarnich Ampal Communications L.P. acquired hargholding in MIR¢
Communications Ltd. and the Shareholders Agreemeamispect thereof, are voi

tem2. MANAGEMENT'S DISCUSSION AND ANALYSIS BFINANCIAL CONDITION AND RESULTS OF OPERATIONS

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 estiraateassumptions in certain circumstances thattedfaounts reported in the
accompanying consolidated financial statementsealated footnotes. Actual results may differ frdmede 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 resultsapferations and that require managengesirbjective judgments. Ampal bases its judgmen
its experience and various other assumptions thatieves to be reasonable under the circumstaRéesse refer to Note 1 to Ampal’s
consolidated financial statements included in tn@u#al 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. 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 tinéighio 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 relevaforination 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 milestonesika 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 assessmemtgumlyments. 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 is our largest investment and is being acaedifitr at cost (our equity interest is 25%). Thsteonethod 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 htketable securities classified as trac
securities that are carried at fair value, and miatide securities classified as available-for-tad¢ are carried at fair value with unrealized
gains and losses included in the component of astated other comprehensive loss in stockholdensiteqlf according to management’s
assessment it is determined that a decline inainevdlue of the available for sale securitiestteo 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, “Acdagrfor the Impairment or Disposal of Long- Livedgets.” FAS 144 requires that
long- lived assets, to be held and used by anyebtt reviewed for impairment and, if necessaryttemr down to the estimated fair values,
whenever events or changes in circumstances irdibat the carrying amount of the assets may notdmverable through undiscounted
future cash flows.

Accounting for Income Taxes

As part of the process of preparing our consolifiteancial 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 riestdéferred tax assets and liabilities, which
are included in our consolidated balance sheetmi¥gt then assess the likelihood that our defearéssets will be recovered from future
taxable income, and, to the extent we believerdgaivery is not likely, we must establish a valmatallowance. To the extent we establish a
valuation allowance or increase this allowance jredod, we must include an expense within theptaxision in the statement of operations.
A valuation allowance is currently set againstaiartax assets because management believes iréslikely than not that these deferred tax
assets will not be realized through the generaifdature taxable income. We also do not providetéxes on undistributed earnings of our
foreign subsidiaries, as it is our intention towast undistributed earnings indefinitely outside United States.

Significant management judgment is required in meil@ng our provision for income taxes, our defdrtax assets and liabilities and our
future taxable income for purposes of assessin@bility to realize any future benefit from our dakd tax assets. In the event that actual
results differ from these estimates or we adjusse¢hestimates in future periods, our operatingtseand financial position could be materic
affected.
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Results of Operations

Three months ended March 31, 2004 compared to thoeaghs ended March 31, 2003:

Ampal-American Israel Corporation (“Ampal”) and gabsidiaries (the “Company”) recorded a consadidatet loss was $0.8 million for the
three months ended March 31, 2004 as comparedéblass of $2.2 million for the same period in 200he decrease in net loss is primarily
attributable to the increase in equity in earniofaffiliates, and a decrease in interest expemsld three months ended March 31, 2004 as
compared to the same period in 2003. These inse@see partially offset by the increase in lossrfrinpairment and a translation loss in the
three months ended March 31, 2004, as comparéxb teaime period in 200



Equity in earnings of affiliates increased to $thilion for the three months ended March 31, 2Gcompared to a loss of $0.5 million for
the same period in 2003. The increase is primatiiybutable to a $1.2 million gain recorded by @poldings Ltd. as a result of a dividend
and partial sale of Industrial Building Corporatiotd. shares.

In the three-month period ended March 31, 2004Ciimpany recorded $1.5 million in losses from thpairment of its investments in
Identify Solutions Ltd. ($0.7 million) and Star Magement of Investment Il (2000) L.P., ($0.8 millon

The Company recorded a translation loss of $1.Ramiin the three months ended March 31, 2004 agpewed to a translation loss of $0.3
million in the same period in 2003. The translafiosses in 2004 are attributable to the devaluaifdhe new Israeli shekel against the U.S.
dollar.

The Company recorded lower interest expense ($0l®my in the three months ended March 31, 20@ic@mpared to $2.2 million in the
same period in 2003, primarily as a result of lowmégrest rates.

Liquidity and Capital Resources

Cash Flows
On March 31, 2004, cash and cash equivalents wiereriillion, as compared with $4.6 million at Dedsan 31, 2003.

The Company’s sources of cash include cash andezpshialents, marketable securities, cash fromaifmars, cash from investing activities
and amounts available under credit facilities, escdbed below. The Company believes that thesessare sufficient to fund the current
requirements of operations, capital expendituressting activities, dividends on preferred stocl ather financial commitments of the
Company for the next 12 months. However, to themhat contingencies and payment obligationsriest below and in other parts of this
Report require the Company to make unanticipatgdipats, the Company would need to further utilieese sources of cash. To the extent
that the Company intends to rely on the sale afrifsledged marketable securities in order to saitisfcash needs, it is subject to the risk of a
shortfall in the amount of proceeds from any sualk as compared with the anticipated sale procaeel$o 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 htdl $9 million of marketable securit
have already been pledged as security for varimarssl provided to the Company, and would thereferertavailable if the Company wished
to pledge them in order to provide an additionairee of cash.
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Cash flows from operating activities

Net cash provided by operating activities totalpdraximately $9.3 million for the three months eddéarch 31, 2004, as comparec
approximately $0.5 million for the same period 003. The increase is primarily attributable to ittherease in net proceeds from trading
securities which was partially offset by the inae#n other assets and to the decrease in accayable.

Cash flows from investing activities

Net cash used in investing activities totaled agipnately $4.7 million for the three months endedrthe31, 2004, as compared
approximately $0.3 million provided by investingiaities for the same period in 2003. The increias@vesting activities is primarily
attributable to an increase of investment in ineestompanies and deposits granted which was padffdet by increased deposits collected
and proceeds from sale of investments.

Cash flows from financing activities

Net cash provided by financing activities was agprately $2.0 million at March 31, 2004, as complte approximately $0.6 million ust
in financing activities at March 31, 2003. The ease in the cash provided in 2004 is primarilyitaitable to the decrease in pay down of
debentures ($1.8 million and $19.3 million in 2Q0% 2003, respectively).

Investments

On March 31, 2004, the aggregate fair value ofitiadnd available-fosale securities was approximately $51.2 millionc@aspared to $64.
million at December 31, 2003. The decrease in 20@dtributable to the sale of various trading siies.

During the fiscal quarter ended March 31, 2004 Gbenpany made the following investmer



In February 2004, the Company invested EUR 4.5anil{approximately US $5.6 million) in Telecom Reats, a newly formed entity that
will serve as a platform for investments in theteimmunication industry predominantly outside odiés. Ampal’s investment consists of
EUR 4 million convertible debenture, which conveént® a one-third partnership interest in the parghip, and a EUR 0.5 million loan. The
debenture is convertible at the Company’s discnefi@lecom Partners currently holds investmenB3iNet Europe B.V. and Grapes
Communications N.V./S.A., two European telecom iserproviders.

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

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 $33.4 million, respectively, gdvarch 31, 2004. Both loans are due on
March 31, 2008 and bear interest at a rate of LIBDR 0.8%. Other than as described in this papigrhe loans are non-recourse to the
Company and are secured by the Company’s shaMBR8. The principal payments are due as follow$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 &taB1 of each year from March 31,
2002 until and including March 31, 2008. These foare subject to the compliance by MIRS with coménaegarding its operations and
financial results. In March 2002, some of the cargn in the loan from Leumi were amended to refibeinges in MIRS’ business. In
connection with these amendments, the Company éginee Leumi will have recourse to the Companyaioadditional $0.5 million

beginning in 2006 with respect to the Company’syepent obligations under the loan.
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As of March 31, 2004, the company had $1.9 millimdebentures outstanding with interest rates ®#/These debentures, which mature in
2005, are secured by $1.9 million in cash held $e@ured 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 loanmftdapoalim and others. At March 31, 2004, and Déxr81, 2003 the amounts outstanc
under these loans were $9.1 million and $9.2 nnillespectively. 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 deposidsoéimer payments from the
apartments in Am-Hal facilities. The loans are sedby a lien on Am-Has properties. The Company also issued guarantebs smount ¢
$4.6 million in favor of clients of Am-Hal in ordéo secure their deposits.

The Company also finances its general operatiodthrer financial commitments through bank loansffiBank Hapoalim. The long-term
loans in the amount of $32.8 million mature thro@§95-2011.

The weighted average interest rates and the baari¢hese short-term borrowings at March 31, 28d December 31, 2003 were 4.0% on
$31.3 million and 3.6% on $27.5 million, respeciyve

As of March 31, 2004, the Company had issued gteearon certain outstanding loans to its invesiedssubsidiaries in the aggregate
principal amount of $12.2 million. This includes:

$0.5 million guarantee to Leumi with respect to kRS loan as described above.

$6.2 million guarantee on indebtedness incurreBdy Heart ($3.8 million of which is recorded asadility 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

$4.6 million guarantee to Am-Hal tenants as describove.
$0.9 million guarantee to Galha 1960 Ltd.

FOREIGN CURRENCY CONTRACTS

The Company’s derivative financial instruments ¢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. Noneaddfrontracts 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 engrices or dealer quotes, where available, cedas pricing models. Changes in fair
value are recognized currently in earnings. As afdéh 31, 2004, the Company had no open foreigrenayr forward exchange contrac
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SUBSEQUENT EVENTS

During May 2004, the Company signed an agreemeselt@pproximately 49% of its holdings in Poweni¥sLtd. (“PowerDsine”) for
approximately U.S. $5.7 million, to a third partwestment group. Upon the completion of the shke Gompany will recognize a capital gain
of approximately U.S. $2.6 million.

The closing of the transaction is subject to cartagulatory approvals and other conditions. Faihguthe completion of the sale, Ampal will
hold approximately 3% of PowerDsine’s outstandihgre capital on a fully-diluted basis.

On May 10, 2004, Ampal Communications L.P., a ladipartnership controlled by Ampal and in which Ahipolds a 75% equity interest,
filed a claim in the Tel-Aviv District Court againslotorola Communications Israel Ltd., Motoroladet Ltd., Elisha Yanai, Peter Brum,
Rami Guzman, Nathan Gidron, Shimon Tal and MIRS @amications Ltd. (collectively, the “Defendantsfr injunctive and declaratory
relief as described below. The claim is in conrmettvith the exploitation by the defendants of Am@aimmunications’ minority rights by
virtue of its 33% holding in MIRS CommunicationgiLt

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

1. Declaring that the business of MIRS Communiceibtd. is conducted in such a way as to be prejaidio the rights of Ampal
Communications L.P. as a minority share hol

2. Appointing a valuer to carry out a valuatiorMiRS Communications Ltd. and of Ampal CommunicasidnP.‘s holding therein,
which will incorporate an inquiry into the way irhieh MIRS Communications Ltd. has conducted itsrmss up to the present time,
including related party transactions between MIRn@wunications Ltd. and Motorola Israel Ltd. andday other of the Defendan

3. Instructing each of the Defendants to acquick@mrchase from Ampal Communications L.P. the shiadgolds in MIRS
Communications Ltd. at the highest of the followprices:

€)) based on a company valuation RMCommunications Ltd. as presented to Ampal Comcations L.P. by
Motorola prior to the signing of the Share Purchageeement for MIRS Communications Ltd.;

(b) based on the amount paid by Ampal Conioations L.P. for its share holding in MIRS Comnuations Ltd. plus
linkage and interest; «

(c) based on the company valuation thatgldetermined by the valuation specified in SacB@bove, excluding any
material negative effect brought about by the Deéenis’ omissions and/or negligence in their managerof MIRS
Communications Ltd., all as may be assessed angutenh by the valuer specified in Section 2 abi

4. Determining that each of the individual Deferntdaas officers in MIRS Communications Ltd., haslated his respective fiduciary
obligations towards Ampal Communications L.P. asigority share holder in MIRS Communications L1

5. Declaring that the Share Purchase Agreementant$o which Ampal Communications L.P. acquiredsttareholding in MIRS
Communications Ltd. and the Shareholders Agreeineamispect thereof, are voi
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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 (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 Compamiell as assumptions made by and information aotlyravailable 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 futim@ncial performance of the Company, the outcamehich is subject to certain risks a
other factors which could cause actual resultsfferdmaterially from those anticipated by the fama-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 marketsrettiee Compar’s portfolio companies opera



Should any of those risks or uncertainties mategabr should underlying assumptions prove inaurr&ctual results or outcome may vary
from those described herein as anticipated, baliegstimated, 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 thigephaReport and other Reports filed with the Séms and Exchange Commission.

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 curralags and equity price changes. The
following analysis presents the hypothetical lessarnings, cash flows and fair values of the firinstruments which were held by the
Company at March 31, 2004, and are sensitive tallowe market risks.

During the three months ended March 31, 2004, thave been no material changes in the market xiggsires facing the Company as
compared to those the Company faced in the fiseal gnded December 31, 2003.
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Interest Rate Risks

At March 31, 2004, the Company had financial assetding $19.9 million and financial liabilitiestaling $138.6 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 gdligata not affect the fair market value but do impfuture earnings and cash flows, assun
other factors are held constant.

At March 31, 2004, the Company had fixed rate foiahassets of $10.7 million and variable ratefficial assets of $9.2 million. Holding
other variables constant, a ten percent increasedrest rates would decrease the unrealized/édire of the fixed financial assets by
approximately $0.1 million.

At March 31, 2004, the Company had fixed rate @¢l§t16.1 million and variable rate debt of $122.#ian. 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 yealtilg@rom a ten percent interest rate increaseldvbe approximately $0.2 million, holding
other variables constant.

Exchange Rate Sensitivity Analysis

The Company’s exchange rate exposure on its fiahimstruments results from its investments andoargyoperations in Israel. As of March
31, 204, the Company had no open foreign exchamgeafd purchase contracts. Holding other variabtesstant, 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 $1.8 million, and in tkegements of operations, a ten percent devaluafitime foreign currency would decrease net
earnings in the amount of approximately $1.2 millio

Securities Price Risk

The Company’s investments at March 31, 2004, iredutharketable securities (trading and availableséde) which are recorded at fair value
of $51.2 million. Those securities have exposungrice risk. The estimated potential loss in faitue resulting from a hypothetical ten
percent decrease in prices quoted on stock exchasg@proximately $5.1 million.

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 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 effectigdwithstanding 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 Com['s periodic reports
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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 Proceedings:
None.

Item 2. Changes in Securities, Use of Proceeddssu@r Purchases of Equity Securities
None.

Item 3. Defaults upon Senior Securities
None.

Item 4. Submission of Matters to a Vote of Securbjiders:
None.

Item 5. Other Information
None.

Item 6. Exhibits and Reports on Forn-K

(&  Exhibits:

11.1 Schedule Setting Forth Computation of LossStere of Class A Stock.
31.1 Certification of Jack Bigio pursuant to SeetBD2 of the Sarbanes-Oxley Act of 2002
31.2 Certification of Irit Eluz pursuant to Secti®@2 of the Sarbanes-Oxley Act of 2002.

32.1 Certification of Jack Bigio and Irit Eluz puemnt to 18 U.S.C. Section 1350, as adopted pursasection 906 of the
Sarbane-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: May 13, 2004
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

Exhibit Index

Exhibit No. Description
11.1 Schedule Setting Forth Computation of Earni

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

THREE MONTHS ENDED MARCH 31, 2004 2003

(Dollars in thousands, except per share amounts (Unaudited) (Unaudited)

BASIC AND DILUTED EPS
Net los&") $ (864 $ (2,229

Loss per Class A Shi $ (0.09) $ (0.11



Shares used in calculati®n 19,79: 19,68¢
(1)  After deduction of accrued preferred stock dividenéi$53 and $55 respective

(2) In 2004 and 2003, the conversion of the 4% &i1/2% Preferred Stock and the exercise of sbptions were excluded from
the diluted EPS calculation due to the antidilutffect.
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Exhibit 31.1
CERTIFICATION

I, Jack Bigio, certify that:

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

2. Based on my knowledge, this report does notatominy 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

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 consolidhtubsidiaries, 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 conaints procedures, as of the end of the period couryéhis 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 materiallyeaftf, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anglave 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: May 13, 2004 BY: /S/ Jack Bigio

Jack Bigio
President and Chief Executive Offic
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Exhibit 31.2
CERTIFICATION

I, Irit Eluz, certify that:

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

2. Based on my knowledge, this report does notatominy 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, amdtfe 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 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 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; ant

C) Disclosed in this report any change in thaéstegnt's internal control over financial reportititat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, 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 theitte@mmittee of the registrastboard of directors (or persons performing thewvedent
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 aqbrt financial information;
and

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

Date: May 13, 2004 BY: /S/ Irit Eluz

Irit Eluz
CFO and Vice President - Finance and
Treasure!
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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 reportaohpal-American Israel Corporation (the “Companyt) Borm 10-Q for the period ending
March 31, 2004 as filed with the Securities andHaxge Commission on the date hereof (the “Repa@#gh of the undersigned executive
officers of the Company certifies, to the bestwdtsexecutive officer's knowledge, pursuant to RiBa-14(b) under the Securities Exchange
Act of 1934 and 18 U.S.C. Section 1350, as adoptesuant to Section 906 of the Sarbi-Oxley Act of 2002, that



(2) The report fully complies withet requirements of Section 13(a) or 15(d) of theuBtes Exchange Act of 1934; and

(2) The information contained in Report fairly presents, in all material respettts, financial condition and results of operatioh
the Company.

BY: /S/ Jack Bigio BY: /S/ Irit Eluz

Jack Bigio Irit Eluz

President and CEO CFO and Vice President

Ampal-American Israel Corporation Finance and Treasurer

May 13, 2004 Ampal-American Israel Corporation
May 13, 2004

A signed original of this written statement reqdit®y Section 906, or other document authenticaticgnowledging, 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 Companyfardshed to the Securities and Exchange Commissidts staff upon request.
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