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ITEM 1. FINANCIAL STATEMENTS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

SIX MONTHS ENDED JUNE 30, 2005 2004
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES
Equity in earnings of affiliate $ 6,17¢ 1,39¢
Real estate incorr 4,64¢ 4,43:
Realized and unrealized gains on investm 5,08 4,74z
Interest 69t 27¢
Other 4,85¢ 4,797
Total revenue 21,46 15,65(
EXPENSES
Interest 3,151 2,23(
Real estate expens 4,352 4,25¢
Loss from impairment of investmer 60C 1,467
Translation los: 1,58¢ 1,55¢
Other (mainly general and administrati 4,36z 5,071
Total expense 14,05( 14,58:
Gain before income taxt 7,411 1,06¢
Provision for income taxe 2,517 1,624
Gain (loss) after income ti 4,894 (55€)
Minority interest 677 (29
Net Gain (loss $ 4,217 (527)
Basic EPS
Gain (loss) per Class A sh $ 0.2C (0.03)
Shares used in calculation (in thousau 19,931 19,81«
Diluted EPS;
Gain (loss) per Class A shi $ 0.1¢ (0.03)
Shares used in calculation (in thousau 22,34¢ 19,81«

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

THREE MONTHS ENDED JUNE 30, 2005 2004
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES
Equity in earnings of affiliate $ (454) $ (517)
Real estate incorr 2,31 2,25¢
Realized and unrealized gains on investm 1,05t 3,912
Interest 56¢& 151
Other 2,34t 2,37¢
Total revenue 5,821 8,181
EXPENSES
Interest 2,007 1,387
Real estate expens 2,19: 2,12¢
Loss from impairment of investmer 60C =
Translation los: 1,021 33z
Other (mainly general and administrati 2,17¢ 2,55¢
Total expense 7,99¢ 6,40(
(Loss) gain before income tax (2,169 1,781
Provision for income taxe 11 1,151
(Loss) gain after income ti (2,179 63C
Minority interest 332 34¢€
Net (Loss) gail $ (2,517 $ 284
Basic EPS
(Loss) gain per Class A shi $ (0.13) $ 0.01
Shares used in calculation (in thousal 19,95 20,47(
Diluted EPS:
(Loss) gain per Class A sh: $ (0.19) $ 0.01
Shares used in calculation (in thousau 19,95: 22,11t

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

June 30, December 31,

ASSETS AS OF 2005 2004
(Dollars in thousands) (Unaudited) (Audited)
Cash and cash equivale! $ 26,82« $ 17,61¢
Deposits, notes and loans receive 1,157 3,53¢
Marketable Securitie 45,97¢ 50,43:
Other investment 116,44¢ 127,02:
Total Investment 162,42! 177,45¢
Real estate property, less accumuli

depreciation of $13,034 and $12,: 71,32¢ 63,19:
Other asset 47,10¢ 43,14¢
Total Assets $ 308,83 $ 304,94

The accompanying notes are an integral part oftimsolidated financial statements.

3




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

June 30, December 31,

LIABILITIES AND SHAREHOLDERS' EQUITY AS OF 2005 2004
(Dollars in thousands, except per share amounts) (Unaudited) (Audited)
LIABILITIES
Notes and loans payat 124,37: $ 118,76(
Debenture: - 2,03¢
Deposits from tenan 51,49: 52,15
Accounts payable, accrued expense and o 26,547 26,00:

Total Liabilities 202,41( 198,95(
Minority interests 8,52¢ 5,98¢
SHAREHOLDERS EQUITY

4% Cumulative Convertible Preferred Stock

par value; authorized 189,287 shares; is:

121,112 and 124,024 shares; outstan

117,762 and 120,674 sha 60€ 62C
6-1/2% Cumulative Convertible Preferred Sto

$5 par value; authorized 988,055 shz

issued 642,925 and 662,219 shares; outstal

520,389 and 539,683 sha 3,21¢ 3,311
Class A Stock; $1 par value; authoriz

60,000,000 shares; issued 25,787,74%

25,715,303 shares; outstanding 19,956

and 19,883,639 shar 25,78¢ 25,71¢
Additional paic-in capital 58,24¢ 58,21
Retained earninc 61,74 57,52«
Accumulated other comprehensive | (20,607 (14,277
Treasury Stock, at co (31,09¢) (31,09¢)

Total shareholders' equ 97,90: 100,01:
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 308,83 $ 304,94

The accompanying notes are an integral part oftimsolidated financial statements.




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

SIX MONTHS ENDED JUNE 30, 2005 2004
(Dollars in thousands) (Unaudited) (Unaudited)
Cash flows from operating activitie
Net gain (loss 4,217 $ (527)
Adjustments to reconcile net loss to net ¢
provided by operating activitie
Equity in earnings of affiliate (6,179 (1,399
Realized and unrealized gain on investm (5,082) (4,742)
Depreciation expen: 98¢ 1,051
Amortization of deposits from tenai (94¢) (939
Impairment of investments and lo¢ 60C 1,467
Translation los 1,58t 1,55¢
Minority interests 677 (29
Increase in other ass: (4,319 (2,229
Increase (decrease) in accounts payable, at
expenses and oth 5,80z (4,245
Investments made in trading securi (12,869 (28,33)
Proceeds from sale of trading securi 25,08 38,18:
Dividends received from affiliate 2,39¢ 272
Net cash provided by operating activil 11,94¢ 91
Cash flows from investing activitie
Deposits, notes and loans receivable colle 2,06¢ 13,97
Deposits, notes and loans receivable grs (452) (5,19
Investments made in affiliates and ott (463) (6,212)
Proceeds from sale of investme 1,06¢ 8,91¢
Return of capital by partnerst - 35
Capital improvement (8,67¢) (460)
Net cash (used in) provided by invest
activities (6,467) 11,06(

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

SIX MONTHS ENDED JUNE 30 2005 2004
(Dollars in thousands) (Unaudited) (Unaudited)
Cash flows from financing activitie
Notes and loans payable recei\ 5,70¢ $ 6,617
Notes and loans payable rep (1,856 (3,08))
Debentures repai (2,029 (1,759
Contribution to partnership by minori 1,831 40
Net cash provided by financing activiti 3,65¢ 1,82:
Effect of exchange rate changes on cash
Cash equivalent 60 (1,345
Net increase in cash and cash equival 9,20¢ 11,62¢
Cash and cash equivalents at beginnin
period 17,61¢ 4,57z
Cash and cash equivalents at end of pe 26,82« $ 16,20:
Supplemental Disclosure of Cash Fl
Information
Cash paid during the peria
Interest paid to othel 1,26¢ $ 3,07(C
Income taxes pai 9 $ 3,711
Supplemental Disclosure of N-cash
Investing Activities:
Proceeds in tradable securities received f

realization of an investme 3,31¢ 2,267
Dividend in kind from an affiliats 7,08¢ -

The accompanying notes are an integral part o€tinsolidated financial statement.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEREQUITY

June 30, December 31,
2005 2004

(Dollars in thousands, except share amounts) (Unaudited) (Audited)
4% PREFERRED STOC
Balance, beginning of ye. $ 62C $ 66C
Conversion of 2,912 and 7,928 shares
Class A Stocl (14 (40
Balance, end of peric $ 60€ $ 62(
6-1/2% PREFERRED STOC
Balance, beginning of ye. $ 3,311 $ 3,481
Conversion of 19,294 and 35,161 shares
Class A Stocl (96) (17€)
Balance, end of peric $ 3,21¢ $ 3,311
CLASS A STOCK
Balance beginning of ye: $ 25,71¢ $ 25,561
Issuance of shares upon conversio
Preferred Stoc 73 14¢
Balance, end of peric $ 25,78¢ $ 25,71¢
ADDITIONAL PAID -IN CAPITAL
Balance, beginning of ye. $ 58,21 $ 58,14:
Conversion of Preferred Sto 38 68
Balance, end of peric $ 58,24¢ $ 58,21
RETAINED EARNINGS
Balance, beginning of ye. $ 57,52¢ $ 76,10¢
Net gain (loss 4,217 (18,38%)
Dividends:

4% Preferred Stoc- $0.2 per shar - (24)

€-1/2% Preferred Stoc- $0.325 per shar - (17¢)
Balance, end of peric $ 61,74 $ 57,52+

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

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDEREQUITY

June 30, December 31,
2005 2004
(Dollars in thousands, except share amounts) (Unaudited) (Audited)
TREASURY STOCK
4% PREFERRED STOC
Balance, beginning of ye (84 (84)
6-1/2% PREFERRED STOC
Balance, end of peric (1,859 (1,859
CLASS A STOCK
Balance, end of peric (29,159 (29,159
Balance, end of peric (31,09¢) $ (31,09¢)
SIX MONTHS ENDED JUNE 30 2005 2004_
(Unaudited) (Unaudited)
ACCUMULATED OTHER COMPREHENSIVE LOS
Cumulative translation adjustmen
Balance, beginning of ye (20,087) (20,597
Foreign currency translation adjustm (1,389 (5449)
Balance, end of peric (21,46¢) (21,14)
Unrealized gain on marketable securit
Balance, beginning of ye 5,811 2,75(
Unrealized (loss) gain, n (780) 2,64¢
Sale of availabl-for-sale securitie (4,16¢€) (339
Balance, end of peric 86% 5,06¢
Balance, end of peric $ (20,607 $ (16,07¢)

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




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE GAIN (LO$S

SIX MONTHS ENDED JUNE 30, 2005 2004
(Dollars in thousands) (Unaudited) (Unaudited)
Net Gain (loss $ 4,217 $ (527)
Other comprehensive gain (loss), net of
Foreign currency translation adjustme (1,389 (5449)
Unrealized (loss) gain on securit (780) 2,64¢
Other comprehensive (loss) inco (2,169 2,10t
Comprehensive incon $ 2,05¢ $ 1,57¢
Related tax (expense) on other compreher
gain:
Foreign currency translation adjustme $ (252 $ (27
Unrealized gain on securiti $ (2,669 $ (784)

The accompanying notes are an integral part oftimsolidated financial statements.




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 June 30, 2005 consolidated financial statésrehould be read in conjunction with the audiiedncial statements and the notes
thereto included in our Annual Report on Forn-K for the fiscal year ended December 31, 2(

Reference should be made to the Company’s consatidenancial statements for the year ended DeceBihe2004 for a description
of the accounting policies, which have been comtthwithout change. Also, reference should be madest notes to the Company’s
December 31, 2004 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), whia e the opinion of management, necessary tar @fasentation of the results of
the interim period have been includ

Recently Issued Accounting Pronouncem

In December 2004, the FASB revised Statement N8.(EAS 123R), “Share-Based Payment,” which requimapanies to expense
the estimated fair value of employee stock optienmd similar awards. On April 14, 2005, the U.S.(8Bies and Exchange
Commission adopted a new rule amending the congaidates for FAS 123R. In accordance with the ndey the accounting
provisions of FAS 123R will be effective for the @pany in fiscal 2006. The Company expects to atta@pprovisions of FAS 123R
prospectively

Under such transition method, upon the adoptiocBFAS 123R, Ampal’s financial statements for peripder to the effective date of
the statement will not be restated. The impachisf $tatement on Ampal’s financial statementssrasults of operations in 2006 and
beyond will depend upon various factors, among thenpal’s future compensation strategy. We expeat the effect of applying this
statement on Ampa’results of operations in 2006 as it relates tstieg option plans would not be materially diffetérom the SFAS
123 pro forma effect previously reporte

Employee Stock Based Compensat

The Company accounts for all employee stock optmass under APB Opinion No. 25, under which no pensation costs were
incurred. SFAS No. 123 Accounting for Stock-Basexnpensation (SFAS No. 123) established a fair vehsed method of
accounting for employee stock options of similamigginstruments and encourages adoption of suchadefor stock compensation
plans. However, it also allows companies to comitauaccount for those plans using the accountaajrnent prescribed by APB No.
25 and accordingly discloses pro forma data asgyithien Company had accounted for employee stockmgtiants using the fair val
based method as defined in SFAS in No. :

If compensation cost for the options under plansfiact would have been determined in accordante 3FAS No. 123, the
Compan’s net income (loss) and EPS would have been recascéallows:
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SIX MONTHS ENDED JUNE 30, 2005 2004
(In thousands, except per share data)
Basic EPS
Net Gain (loss)
As reported? 4,117 $ (6349
Les-stock based compensation expe
determined under fair value mett (43¢) (25€)
Pro forme 3,67¢ $ (890)
As reportec 0.2C $ (0.03)
Pro forme 0.1¢ $ (0.09)
Diluted EPS
Net Gain (loss]
As reporte 4,217 $ (634) @
Les-stock based compensation expe
Determined under fair value meth (43¢) (25€)
Pro Forme 3,77¢ $ (890)
As Reporte( 0.1¢ $ (0.09)
Pro forme 0.17 $ (0.09
THREE MONTHS ENDED JUNE 30 2005 2004
(In thousands, except per share data)
Basic EP¢
Net (loss) gail
As reported $ (2,56)) $ 231
Les-stock based compensation expe
Determined under fair value metl (219 (125)
Pro form $ (2,780 $ 10€
As reporte $ (0.19) $ 0.01
Pro form $ (019 $ 0.01
Diluted EPS
Net (loss) gain
As reporte $ (2,569 @ $ 284
Les-stock based compensation expe
Determined under fair value metl (219 (12%)
Pro form $ (2,780 $ 15¢



(€Y

@

As Reporte $ (0.13) $ 0.01

Pro form $ (0.19 $ 0.01

After deduction of accrued Preferred Stock Dividefi®100 and $107 (for the three months $50 and,$68pectively.

In 2005 and 2004, the effect of the conversiorhef4% and 6%2% Preferred Stock was excluded frorbdk& and diluted EPS
calculation due to its antidilutive effe

Under SFAS No. 123, the fair value of each opt®adtimated on the date of grant using the Blatlol®s option-pricing model with the
following assumptions: (1) expected life of optiais years (2) dividend yield of 0% (3) volatilitgnging from 57% to 60% and (4) riflee
interest rate ranging from 3.3% to 3.4€
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5. Segment information presented below res

Segment information presented below results prigndm operations in Israel.

SIX MONTHS ENDED JUNE 30, 2005 2004
(Dollars in thousands)
Revenues
Finance 9,601 $ 8,80¢
Real Estatt 4,64¢ 4,43:
Leisure-time 1,064 1,04¢
Intercompany adjustmen (32 (36)
15,28: 14,25:
Equity 6,17¢ 1,39¢
Total 21,46 $ 15,65(
Pretax Operating Gain (Los
Finance 63% $ (57¢€)
Real Estatt 49¢ 11C
Leisure-time 99 13E
1,232 (331)
Equity 6,17¢ 1,39¢
Total 7,411 $ 1,06¢
Total Assets
Finance 223,46 $ 272,37
Real Estatt 72,88 65,01¢
Leisure-Time 17,46: 16,60¢
Intercompany adjustmen (4,972 (4,329
Total 308,83’ $ 349,67"

Corporate office expense is principally applicail¢éhe financing operations and has been chargdthtesegment abov

The real estate rental segment consists of rentpkpty owned in Israel and leased in the UnitedeStand leased or subleased to unrelated
parties, and of the operations of Am-Hal Ltd., solifrowned subsidiary which owns and operates a chasembr citizen facilities located
Israel.

The leisure-time segment consists primarily of C@varld International Limited (marine parks locatiedsrael and around the world) and
Country Club Kfar Saba, the Compi s 51%-owned subsidiary located in Isra

6. The following table summarizes securities thatemot included in the calculations of dilutednéags per Class A share for the six-
month periods ended June 30, 2005 and 2004 besaaBeshares are s-dilutive.

(Shares in thousands) JUNE 30,
2005 2004
Options and Right 70 1,33:
6-1/2% Preferred Stoc - 66¢€
4% Preferred Stoc - 12¢
12




LEGAL PROCEEDINGS

Ampal Communications L.P.

1. On May 10, 2004, Ampal Communications L.Rimdted 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 Gid&himon Tal and MIRS Communications Ltd. (collesly, the
“Defendants”), for injunctive and declaratory réléss described below. The claim is in connectioth\lhe 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:

A.

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

Appointing an appraiser to conduct a valuabbMIRS Communications Ltd. and Ampal Communicasid..P.'s
holdings therein, which will encompass a revievingf 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

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

(1) based on a company valuation of MIRS Commativos Ltd. as presented to Ampal Communicatio®s by
Motorola prior to the signing of the Share Purchageeement for MIRS Communications Ltd.;

(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 andrege or

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

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 Communiaagiatd.; anc

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
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7.

LEGAL PROCEEDINGS: (CONT.

Ampal Communications L.P.

2.

On May 24, 2004 and on May 31, 2004 the Dedatgirequested the district court to strike outdlaén in limine, on the
grounds that Ampal had allegedly not paid suffitiees when filing the claim, and further requesiadextension 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 responsdssanjune 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 NoveriBeR004 Ampal filed its response. The Court dlsoided that the
statements of defense should be filed 10 days idfsgues its decision regarding the striking @iuthe claim. The Court has
scheduled a hearing on this matter for Septemb2005.

On March 1, 2005, Ampal requested the district ttuenter judgment against Peter Brum on the gisuhat he failed to file
defense to the Company’s claim. On March 15, 2@@sdistrict court granted Ampal’'s request and extgudgment against
Peter Brum. On March 17, 2005, the district coudieoed Mr. Brum to acquire and purchase from Antipalshares it holds in
MIRS for a total company valuation of $ 765,998,088ich is the highest of the prices set forthhie tomplaint. The litigation
with regard to the other defendants is ongoingeiPBtum, Motorola and MIRS have appealed the distourt’s judgment on
numerous grounds. Ampal has filed responses tagpeal. The appellate court has not ruled on gipeal.

The Company has not received dividends frorR#in the aggregate amount of $14.2 million, inelidmong “other assets”,
due March 31, 2004 ($7.1 million) and March 31,20%7.1 million). The dividends were not receivetdo the legal dispute
discussed above. As a result of not receiving thieehds, the principal and the interest of thenleanich were due March 31,
2004 and March 31, 2005 were only partially p.

SUBSEQUENT EVENT

On July 11, 2005, Ophir Holding Ltd., which is owin#2.5% by the Company, signed an agreement talsell its holdings in a real
estate property located in the industrial park etaviya, Israel for a total amount of approximagelyl million. Ampal expects to
receive approximately $4.5 million in cash fromtteale. Ampal expects that the sale of the propeittyhave no material impact on
financial results
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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 financtatesments 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 statementsalated 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 resultsogferations and that require managengesiitbjective 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 tneual Report for the year ended December 31, 2604 summary of all of Ampal’'s
significant accounting policie

Portfolio Investments

The Company accounts for a number of its investmeantluding many of its investments in the higthteology 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

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 guarargagcents from Motorola are
recognized as income. We perform annual testsripairment regarding our investme

Marketable Securities

We determine the appropriate classification of ratakle securities at the time of purchase. We hatketable 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 stockholdensitggWe classify investment in
marketable securities as investment in trading ritges) if those securities are bought and heldgpally for the purpose of selling them in
the near term (held for only a short period of {infdl the other securities are classified as ald# for sale securitie
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Statement of Financial Accounting Standards (“SPAS'5, Accounting for Certain Investments in Defd &quity Securities, and Securities
and Exchange Commission (SEC) Staff Accounting®inl(SAB) 59, Accounting for Noncurrent MarketaBlquity Securities, provides
guidance on determining when an investment is etiam-temporarily impaired. Investments are revigwearterly for indicators of other-
than-temporary impairment. This determination reggisignificant judgment. In making this judgmem, evaluate, among other factors, the
duration and extent to which the fair value of mwveistment is less than its cost; the financialthezl the investee; and our intent and abilit
hold the investment. Investments with an indicat@r further evaluated to determine the likelihobd significant adverse effect on the fair
value and amount of the impairment as necessanyatket, industry and/or investee conditions detate, we may incur future impairmer

Long-Lived Assets

On January 1, 2002, Ampal adopted FAS 144, “Acdogrfor the Impairment or Disposal of Long — LivAdsets.” 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 riestéiferred tax assets and liabilities, which
are included in our consolidated balance sheetmi¥gt then assess the likelihood that our defear@ssets 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 jiedod, we must include an expense within theptaxision in the statement of operations.
A valuation allowance is currently set againstaiertax assets because management believes itréslikely than not that these deferred tax
assets will not be realized through the 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 State:

Significant management judgment is required in mheil@ng 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 dekd tax assets. In the event that actual
results differ from these estimates or we adjussehestimates in future periods, our operatindteeand financial position could be materie
affected.
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Recently Issued Accounting Pronouncements

In December 2004, the FASB revised Statement N8.(EAS 123R), “Share-Based Payment,” which requimapanies to expense the
estimated fair value of employee stock options simdlar awards. On April 14, 2005, the U.S. Seéesiatnd Exchange Commission adopt
new rule amending the compliance dates for FAS 123Bccordance with the new rule, the accountimyigions of FAS 123R will be
effective for the Company in fiscal 2006. The Compaxpects to adopt the provisions of FAS 123R peotvely.

Under such transition method, upon the adoptiocBFAS 123R, Ampal’s financial statements for peripder to the effective date of the
statement will not be restated. The impact of shésement on Ampad’financial statements or its results of operatiarZ006 and beyond wi
depend upon various factors, among them Ampaligéutompensation strategy. We expect that thetedfeapplying this statement on
Ampal’s results of operations in 2006 as it reldtesxisting option plans would not be materialiffedent from the SFAS 123 pro forma
effect previously reporte:

Results of Operations

Six months ended June 30, 2005 compared to sixima@nded June 30, 2004

Ampal-American Israel Corporation (“Ampal”) and gabsidiaries (the “Company”) recorded a consadidatet gain of $4.2 million for the
six months ended June 30, 2005 as compared tolassatf $0.5 million for the same period in 2004e increase in net gain is primarily
attributable to the increase of equity in earniofjaffiliates, realized and unrealized gains orestments the decrease in loss from impairr
of investments and the decrease in other expenghes six months ended June 30, 2005 as compatbd same period in 2004. This incre
in net gain was partially offset by an increaseterest expense for the six months ended Jun2(8% as compared to the same period in
2004.

Equity in earnings of affiliates increased to $&iHlion for the six months ended June 30, 2005 a@apared to a gain of $1.4 million for the
same period in 2004. The increase is primarilykaitable to a $6.3 million gain recorded by Ophalting Ltd. as a result of the sale of all
holdings in Industrial Building Corporation Lt

In the six month period ended June 30, 2005, thagamy recorded $5.1 million of realized and uneligains on investments, as compared
to $4.7 million of realized and unrealized gainstia same period in 2004. The gains recorded isithemnonths ended June 30, 2005 are
mainly attributable to the sale of all of its steoé Modem Art Ltd. ($3.3 million gain) and to vauis tradable securitie

In the six month period ended June 30, 2005, theg@my record $0.6 million loss from the impairmehits investments in Shiron Ltd. In
the same period in 2004, the Company recordedmarfillion loss from impairment of certain of itsviestments

In the six month period ended June 30, 2005, thagamy recorded $4.4 million of other expensespaspared to $5.1 million for the same
period in 2004. The decrease in other expensesipgitb the closing of Amg’s office in New York and to a decrease in professidees

The Company recorded higher interest expense @frilion in the six months ended June 30, 2005%amspared to $2.2 million in the same
period in 2004, primarily as a result of increaiseisterest rates
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Three months ended June 30, 2005 compared toriowaths ended June 30, 2004

The Company recorded a consolidated net loss &fiéillion for the three months ended June 30, 2896ompared to a net gain of $0.3
million for the same period in 2004. The decreasest loss is primarily attributable to the dececsimsrealized and unrealized gains on
investments, the increase in interest expensegaserin loss from impairment of investments, aedribrease in translation loss in the three
months ended June 30, 2005 as compared to thepsamod in 2004

In the three month period ended June 30, 2005Cdmpany recorded $1.1 million of realized and ulized gains on investments, as
compared to $3.9 million of realized and unrealigadhs in the same period in 2004. The gains rezbid the three months ended June 30,
2005 are mainly attributable to the sale of varitvtadable securities while in 2004 the gain islattable to the sale of PowerDsine ($3.9
million).

In the three month period ended June 30, 2005Cdmpany recorded a $0.6 million loss from the impait of its investments in Shiron L

The Company recorded higher interest expense 6fréifllion in the three months ended June 30, 2@85;0mpared to $1.4 million in the
same period in 2004, primarily as a result of amaase in interest rate

The Company recorded a translation loss of $1.0amiin the three months ended June 30, 2005 apared to a translation loss of $0.3

million in the same period in 2004. The translatiosses in 2005 and 2004 are attributable to thaldation of the New Israeli Shekel against
the U.S. dollar

Liquidity and Capital Resources

Cash Flows

The Company’s sources of cash include cash andezpstalents and marketable securities, which ammu$72.8 million as of June 30,
2005 as compared to $68.1 million in December 8042 The Company also has sources of cash fronatges, cash from investing
activities and amounts available under credit fized, as described below. The Company believestiiese sources are sufficient to fund the
current requirements of operations, capital exgenes, investing activities, dividends on prefersgatk and other financial commitments of
the Company for the next 12 months. However, tcettient that contingencies and payment obligatiseribed below and in other parts of
this Report require the Company to make unantiegh@ayments, the Company would need to furthdeetihese sources of cash. In the
event of a decline in the market price of its méakée securities, the Company may need to draw itpather sources of cash, which may
include additional borrowing, refinancing of itsiging indebtedness or liquidating other assetsytiue of which may also declir

In addition, the shares of MIRS owned by the Corypére shares of Ophir Holdings Ltd. and governnualtenture notes equal to $9 mill
have already been pledged as security for varimauss| provided to the Company for the purchaseedglshares and would therefore be
unavailable if the Company wished to pledge themwrder to provide an additional source of c:

Cash flows from operating activities

Net cash provided by operating activities totalpgraximately $11.9 million for the six months endrohe 30, 2005, as comparec
approximately $0.1 million at the same period i®20The increase is primarily attributable to tH2.® million net proceeds in trading
securities ($25.1 million proceeds offset by $1iBion invested) as compared to $9.9 million nedqeeds in 2004, to the $2.4 million
dividends received from affiliates as compared@@$nillion in 2004 and to an increase in accopatgable
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Cash flows from investing activities

Net cash used in investing activities totaled apipnately $6.5 million for the six months ended J&@e 2005, as compared to approxima
$11.1 million provided by investing activities ftire same period in 2004. The cash used in inveatitigities during 2005 is primarily
attributable to a payment of $8.7 million by Am-Hadl. (Am-Hal), a wholly owned subsidiary of the Company ¢quire real estate for a n
project in Te-Aviv.

Cash flows from financing activities

Net cash provided by financing activities was agpnately $3.7 million for the six months ended J&@e 2005, as compared
approximately $1.8 million of net cash providedfimancing activities for the six months period eddeine 30, 200«

In the six months ended June 30, 2005, Am-Hal atdl its minority partner in the new project borrovis.7 million and $1.8 million,
respectively to finance the new project (see chsh from investing activities) and Ampal used it8rocash to pay down its existing notes
payable and debentures in the amount of $3.9 millio 2004, the Company paid down its notes payabtedebentures in the amount of $4.8
million by borrowing funds in the amount of $6.6llon.

Investments

On June 30, 2005, the aggregate fair value ofricadnd available-for-sale securities was approxa@iya46.0 million, as compared to $50.4
million at December 31, 2004. The decrease in 200%ainly attributable to the sale of various tialdasecurities

During the six months ended June 30, 2005, the @opnmade an additional investment of $0.5 milliodrimi Opportunity Fund, L.P.
(“Fimi”).

During March 2005, Ampal sold all of its sharesMiddem Art Ltd. for $4.4 million and recorded a gain$3.3 million.

Debt

In connection with its investment in MIRS, the Camnp has two long-term loans from Bank Hapoalim I(tHlapoalim”) and Bank Leumi le-
Israel B.M. (“Leumi”) in the outstanding amount$88.6 million and $34.3 million, respectively, dslane 30, 2005. Both loans are due on
March 31, 2008 and bear interest at a rate of LIBR 0.8%. Other than as described in this papigrhe loans are non-recourse to the
Company and are secured by the Compasiiares in MIRS. A total payment of 10% and 15%hefprincipal of the loans were due on Mz
31, 2004 and March 31, 2005 respectively. The reimgiprincipal payments are due as follows: 25%ach of the following dates — March
31, 2006, 2007 and 2008. Interest is payable alynoalMarch 31 of each year from March 31, 2001ilamtd including March 31, 2008. As
result of not receiving dividends from MIRS on Margl, 2004 and March 31, 2005 (totaling $14.2 worilli(see “Legal Proceedings”), the
principal and the interest of the loans were omstiplly paid. Unpaid principal amounts are accguinterest at a higher interest re

As of the date hereof, the banks have not decamefault with respect to such unpaid amount. Theses are subject to the compliance by
MIRS with covenants regarding its operations andricial results
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The Company financed a portion of the developméaina-Hal, a wholly-owned subsidiary which develapsd operates luxury retirement
centers for senior citizens, through bank loansifitapoalim and others. At June 30, 2005, and Deeeib, 2004 the amounts outstanding
under these loans were $13.0 million and $7.7 omiliespectively. The loans mature in up to one gedrhave interest rates range between
5.3% and 6.3%. The Company generally repays tleses lwith the proceeds received from deposits émet payments from the apartments
in Am-Hal facilities. The loans are secured byemlon Am-Hal's properties. The Company also isgueatantees in the amount of $3.9
million in favor of tenants of Ai-Hal in order to secure their depos

The Company also finances its general operatiodo#hrer financial commitments through bank loansifBank Hapoalim. These loans in
the amount of $31.3 million mature through 2-2011.

The weighted average interest rates and the baafidhese short-term borrowings at June 30, 20@5C&cember 31, 2004 were 5.7% on
$18.2 million and 3.5% on $13.0 million, respeciyvt

As of June 30, 2005, the Company had issued gusesuain certain outstanding loans to its investedsabsidiaries in the aggregate
principal amount of $12.5 million. This include

1. $0.5 million guarantee to Leumi with respect to MRS loan as described abo

2. $5.6 million guarantee on indebtedness inculbyeBay Heart ($3.6 million of which is recordeslaliability in the Company’s
financial statements as of June 30, 2005) in caiorewith the development of its property. Bay Haacorded losses in 2005,
in managemens belief, primarily as a result of decreased rem@abnues. There can be no guarantee that Bay wildoecome
profitable or that it will generate sufficient cashrepay its outstanding indebtedness withoutmglpn the Company’s

guarantee
3. $3.9 million guarantee to A-Hal tenants as described abc
4, $1.6 million guarantee to &Hal for the new project in T-Aviv.

5. $0.9 million guarantee to Galha 1960 L

FOREIGN CURRENCY CONTRACTS

The Companys derivative financial instruments consist of fgrecurrency forward exchange contracts. The Compailizes these contrac
from time to time, to manage risk exposure to mosets in foreign exchange rates. None of these actsthave been designated as hedging
instruments. These contracts are recognized atsasd@bilities on the balance sheet at their falue, which is the estimated amount at
which they could be settled based on market poceealer quotes, where available, or based ompgrimodels. Changes in fair value are
recognized currently in earnings. As of June 3@526he Company had a $10 million open foreignency forward exchange contract to
purchase U.S Dollars in payment of N.I
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FORWARD LOOKING STATEMENTS

This Quarterly Report (including but not limitedfectors discussed above, in the “Management’su3sion 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$recurities Act of 1993 and Section 21E of theuBges Exchange Act of 1934) and
information relating to the Company that are basethe beliefs of management of the Company asagefissumptions made by and
information currently available to the managemdrnthe Company. When used in this Quarterly Regbé&,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 thestiviews 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 causeaatsults to differ materially from those
anticipated by the forwarlboking statements, including among others, theneauc and political conditions in Israel, the Middtast, and tt
global business and economic conditions in theedsffit sectors and markets where the Cornr’s portfolio companies opera

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, baliegstimated, expected, intended or planned. Subségvritten and oral forward-looking

statements attributable to the Company or persctirsgaon 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 Commissic

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 lasgarnings, cash flows and fair values of the faf@rinstruments, which were held by the
Company at June 30, 2005, and are sensitive taltbee market risk:

During the six months ended June 30, 2005, there haen no material changes in the market risk ®x@gs facing the Company as comp.
to those the Company faced in the fiscal year efrkmember 31, 200

Interest Rate Risks

At June 30, 2005, the Company had financial age&iing $25.9 million and financial liabilitiesteding $124.4 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 gélgeata not affect the fair market value but do imp&uture earnings and cash flows, assun
other factors are held consta

At June 30, 2005, the Company had fixed rate firmssets of $25.9 million and held no variablke fanancial assets. Holding other

variables constant, a ten percent increase ingsteates would decrease the unrealized fair \@ltiee fixed financial assets by approxima
$0.1 million.
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At June 30, 2005, the Company had fixed rate de$8® million and variable rate debt of $120.8liil. A ten percent decrease in interest
rates would increase the unrealized fair valudeffixed rate debt by approximately $0.1 milli

The net decrease in earnings for the next yealtimgdrom a ten percent interest rate increaselavbe approximately $0.6 million, holding
other variables constar

Exchange Rate Sensitivity Analysis

The Companys exchange rate exposure on its financial instrasnesults from its investments and ongoing openatin Israel. During 200!
the Company entered into a foreign exchange forywardhase contract to partially hedge this expostrdune 30, 2005, the Company he
$10 million foreign exchange forward purchase caxts to purchase U.S. Dollars. Holding other vadeislsonstant, if there were a ten perc
devaluation of the foreign currency, the Compamyisulative translation (loss) reflected in the Camys accumulated other comprehensive
(loss) would increase by $1.3 million, and in tketeaments of operations, a ten percent devaluafitime foreign currency would decrease net
earnings in the amount of approximately $3.3 milli

Securities Price Risk

The Company’s investments at June 30, 2005, indindarketable securities (trading and availableste), which are recorded at fair value
of $46.0 million. Those securities have exposurgrice risk. The estimated potential loss in failue resulting from a hypothetical ten
percent decrease in prices quoted on stock exchasg@proximately $4.6 milliol

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 (tliebdhge Act) as of the end of the period coverethisyreport. 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 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

Internal Control Over Financial Reporting

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

Item 1.

Legal Proceeding:

Ampal Communications L.P.

1.

On May 10, 2004, Ampal Communications L.Rimdted partnership controlled by Ampal and in whidmpal 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 connectioththie 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 Commurndoet Ltd. is conducted in such a way as to be pieijal to the rights of
Ampal Communications L.P. as a minority sharehql

B. Appointing an appraiser to conduct a valuabbMIRS Communications Ltd. and Ampal Communicasid..P.'s
holdings therein, which will encompass a revievingf 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 sharkslds in MIRS
Communications Ltd. at the highest of the followprices:

(1) based on a company valuation of MIRS Commativos Ltd. as presented to Ampal Communicatioi®s by
Motorola prior to the signing of the Share Purchageeement for MIRS Communications Ltd.;

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

(3) based on the company valuation that will beetmined by the valuation specified in SectiorbBwe, excluding
any material negative effect brought about by tlieéedantsbmissions 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 Communiaagiatd.; anc

E. Declaring that the Share Purchase Agreemeastpat to which Ampal Communications L.P. acquiteghareholding
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 outdlaen in limine, on the
grounds that Ampal had allegedly not paid suffitiees when filing the claim, and further requestacextension of the time
for filing statements of defense until after thetdect court had reached a decision regardingeheaest to strike out the claim.
Ampal and the Defendants filed various responsdssanjune 30, 2004, the district court requestedittorney General to
furnish an opinion regarding the Defendants’ retjbefore issuing its own decision. On October II&the Attorney General
furnished its opinion that supported the Defendaetjuest that Ampal should pay the fees calculatethe basis of the value

of the requested remedies in the cle
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Part Il - OTHER INFORMATION (CONT.)

On November 10, 2004 Ampal filed its response. Chart called for a hearing in that matter for Jan2005. The Court also
decided that the statements of defense shouldeaklfd days after it issues its decision regarttiegstriking out of the claim.
The court has scheduled a hearing on this matte3dptember 1, 200

On March 1, 2005, Ampal requested the district ttuenter judgment against Peter Brum on the gisuhat he failed to file
defense to the Company’s claim. On March 15, 2@@sdistrict court granted Ampal’s request and ierstgudgment against
Peter Brum. On March 17, 2005, the district coudieoed Mr. Brum to acquire and purchase from Antipalshares it holds in
MIRS for a total company valuation of $ 765,998,08@ich is the highest of the prices set forthhie tomplaint. The litigation
with regard to the other defendants is ongoingePBtum, Motorola and MIRS have appealed the distdurt’s judgment on
numerous grounds. Ampal has filed responses tagpeal. The appellate court has not ruled on gipeal.

The Company has not received dividends frorR#in the aggregate amount of $14.2 million, ineldidmong “other assets”,
due March 31, 2004 ($7.1 million) and March 31,2087.1 million). The dividends were not receives:do the legal dispute
discussed above. As a result of not receiving thieehds, the principal and the interest on the ladiich were due March 31,
2004 and March 31, 2005 were only partially p.

SUBSEQUENT EVENT

Item 2.

Iltem 3.

Iltem 4.

Item 5.

Item 6.

111

31.1

31.2

32.1

(@)

On July 11, 2005, Ophir Holding Ltd., which is owind2.5% by the Company, signed an agreement talsell its holdings in
a real estate property located in the industrigk paNetanya, Israel for a total amount of appnaately $ 11 million. Ampal
expects to receive approximately $4.5 million istcérom that sale. Ampal expects that the salé@property will have no
material impact on its financial resul

Unregistered Sales of Equity Securities ldad of Proceeds.
None.

Defaults upon Senior Securities
None.

Submission of Matters to a Vote of Securbjiders.
None.

Other Information.
None.

Exhibits.
Exhibits:
Schedule Setting Forth Computation of Gain (Logs)$hare of Class A Stoc
Certification of Jack Bigio pursuant to Section 3f#2he Sarban-Oxley Act of 2002
Certification of Irit Eluz pursuant to Section 36Rthe Sarban«~Oxley Act of 2002

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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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 authoriz

AMPAL-AMERICAN ISRAEL CORPORATION

BY: /S/ Jack Bigio

Jack Bigio
Chief Executive Officer
(Principal Executive Officer

BY: /S/ Irit Eluz

Irit Eluz

CFO and Senior Vice President,
Finance and Treasurer
(Principal Financial Officer

BY: /S/ Giora Bar-Nir

Giora Bar-Nir
VP Accounting and Controller
(Principal Accounting Officer

Date: August 10, 2005
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Exhibit Index
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11.1 Schedule Setting Forth Computation of Earnings3tere of Class A Stoc
31.1 Certification of Jack Bigio pursuant to Section 32he 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 SHEARF CLASS A STOCK

SIX MONTHS ENDED JUNE 30, 2005 2004
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
BASIC EPS

Net Gain (lossy) $ 4,117 $ (6349

Gain (Loss) per Class A Sh $ 0.2C $ (0.03)

Shares used in calculatiéh 19,93" 19,81«
DILUTED EPS

Net Gain (loss $ 4,217 $ (634) @

Gain (loss) per Class A Sh $ 0.1¢ $ (0.03)

Shares used in calculatih 22,34¢ 19,81«

@ After deduction of accrued preferred stock dividenfi$100 and $107 respectively.

(@) In 2004, the conversion of the 4% and 6-1/2% PreteStock and the exercise of stock options weckudrd from the diluted
EPS calculation due to the antidilutive effe

Exhibit 31.1
CERTIFICATION
I, Jack Bigio, certify that:

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



N

w

B

o

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

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

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

b) Evaluated the effectiveness of the registsagisclosure controls and procedures and preséntbis report our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period coueyéhis 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 aimeport) 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) 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 thavedent
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

/sl Jack Bigio

Date: August 10, 2005 Jack Bigio
President and Chief Executive Offic

Exhibit 31.2

CERTIFICATION

I, Irit Eluz, certify that:

=

N

w

B

| 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 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

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

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



o

about the effectiveness of the disclosure conaintsprocedures, as of the end of the period coumyeldis report based on su
evaluation; ant

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; &

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)

b)

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

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

/sl Irit Eluz

Date: August 10, 2005 Irit Eluz

CFO and Senior Vice President -
Finance and Treasur

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 report of Ampal-Aritan Israel Corporation (the “Company”) on FortaQ for the period ending June 30,
2005, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), eacthefundersigned executive officers of
the Company certifies, to the best of such exeeutificer’'s knowledge, pursuant to Rule 13a-14(fjer the Securities Exchange Act of
1934 and 18 U.S.C. Section 1350, as adopted pursu&ection 906 of the Sarba-Oxley Act of 2002, that

@)
)

The report fully complies with the requirementsSafction 13(a) or 15(d) of the Securities Exchangeof 1934; anc

The information contained in the Report faplesents, in all material respects, the finanmialdition and results of operations
of the Company

/sl Jack Bigio /sl Irit Eluz

Jack Bigio Irit Eluz

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

August 10, 2005 Ampal-American Israel Corporation

August 10 200¢

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

End of Filing
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