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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K

CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of report (Date of earliest event reportedyust 3, 2006 (August 1, 2006)

AMPAL -AMERICAN ISRAEL CORPORATION

(Exact Name of Registrant as Specified in Chartet

New York 0-538 13-043568¢&
(State or Other Jurisdiction (Commission (IRS Employer
of Incorporation) File Number) Identification No.)
111 Arlozorov Street, Tel Aviv, Isra 62098
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area do66-447-8636

N/A

(Former Name or Former Address, if Changed Since Lst Report)

Check the appropriate box below if the F@&i filing is intended to simultaneously satishetfiling obligation of the registrant under
any of the following provisionsgee General Instruction A.2. below):

O written communications pursuant to Rule 425 unbderSecurities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 undher Exchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to RuWle(#) under the Exchange Act (17 CFR 240.14d-2(b))
O

Pre-commencement communications pursuant to Riet{d under the Exchange Act (17 CFR 240.13e-4(c)




ltem 1.01 Entry into a Material Definitive Agreement.

On August 1, 2006, Ampal-American Israefi@wation (the “Company”), through Merhav Ampal Ege Ltd., a wholly-owned
subsidiary of the Company, entered into an agreeftles “Agreement”) with Merhav M.N.F. Ltd. (“Merk@) for the purchase from Merhav
of a portion of its interest in East Mediterrané€zas Co. S.A.E., an Egyptian joint stock companyM&).

Under the terms of the transaction, the gamy acquired the beneficial ownership of 4.6%hefautstanding shares of EMG's capital
stock. The purchase price for the shares was $20@00, of which, $50,000,000 was paid in cashthadalance is to be paid in 10,248,002
shares of the Company’s Class A Stock. The issuafitee shares of Class A Stock is subject to pgf@val of the shareholders of the
Company as required by the marketplace rules oRIW8DAQ Stock Market. As a result of this transantithe Company beneficially owns
6.6% of the total outstanding shares of EMG. Thelpase price may be adjusted downward should Mesalany of its remaining shares of
EMG to a third-party purchaser at a purchase éreshare lower than the purchase price per stzédeby the Company pursuant to the
Agreement. Additionally, pursuant to the Agreemdémt, Company was granted the right to acquire wmtadditional 5.9% of the total
outstanding shares of EMG stock.

In connection with the entry by the Compéantg the Agreement, the Company executed an angidigreement with Merhav which
provides for, among other things, tag-along rightthe event Merhav offers to sell additional ssasEEMG to third-parties and certain other
provisions with respect to the shares of EMG puseleby the Company pursuant to the Agreement.

Yosef A. Maiman, the Chairman of the Compaimoard of Directors (the “Board”) and the Compancontrolling shareholder, is the
controlling shareholder of Merhav. Because of tiredoing relationship, a special committee of thar composed of the Company’s
independent directors negotiated and approvedahnsaction. Houlihan Lokey Howard & Zukin Financhalvisors, Inc., which has been
retained as financial advisor to the special cottemjtdelivered a fairness opinion to the speciairodtee regarding the transaction.

The foregoing description of the Agreemdas not purport to be complete and is qualifiedsientirety by reference to the Agreement,
which the Company has filed as Exhibit 10 hereto.

A copy of the Company’s press release anciog the execution of the Agreement is attachedtbeas Exhibit 99.1 and is incorporated
in this report by reference.

Item 2.01 Completion of Acquisition or Disposition of Assets
The disclosure contained in Item 1.01 akisvecorporated herein by reference.
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Item 8.01 Other Events.

On August 1, 2006, the Company issued ssprelease regarding the completion of the cormeisd all outstanding shares of its 4%
Cumulative Convertible Preferred Stock and 6-1/28mGlative Convertible Preferred Stock. The fullttekthe press release is attached as
Exhibit 99.2 to this Current Report and is incogied herein by reference.

Item 9.01 Financial Statements and Exhibits

(d) Exhibits.

Exhibit No. Description of Exhibi
10 Stock Purchase Agreeme

99.1 Press Release of Am-American Israel Corporation, dated August 2, 2(
99.2 Press Release of Am-American Israel Corporation, dated August 1, 2(

3




SIGNATURES

Pursuant to the requirements of the Seeariixchange Act of 1934, the registrant has dalysed this report to be signed on its behalf
by the undersigned hereunto duly authorized.

Date: August 3, 2006

AMPAL-AMERICAN ISRAEL CORPORATION

By: /s/ Yoram Firon

Yoram Firon
Vice President - Investments
and Corporate Affair
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EXHIBIT INDEX

10 Stock Purchase Agreeme
990.1 Press Release of Am|-American Israel Corporation, dated August 2, 2(
99.2 Press Release of Am|-American Israel Corporation, dated August 1, 2(
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Exhibit 10
STOCK PURCHASE AGREEMENT
between

MERHAV AMPAL ENERGY LIMITED
as Purchaser,

and

MERHAV (M.N.F.) LIMITED
as Seller

of normal shares
of
EAST MEDITERRANEAN GAS CO. S.A.E.

Dated as of August 1, 2006
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STOCK PURCHASE AGREEMENT

STOCK PURCHASE AGREEMENT, dated as of Auguys2006 (this “ Agreemeri}, between Merhav (m.n.f.) Limited, a company
organized under the laws of the State of Isra8dter”), and Merhav Ampal Energy Limited, a company arigad under the laws of the
State of Israel (* Purchas®r Capitalized used herein but not otherwise dediherein shall have the meanings ascribed toteuats in
Appendix A hereto.

Recitals

WHEREAS, the Seller and Purchaser entertedthat certain Omnibus Agreement, dated as oeber 1, 2005 (theCmnibus
Agreement), pursuant to which Purchaser purchased the bgakihterest in 1,200 normal shares (the “ Idihares’), with nominal value
of $1,000 per share, of the capital stock (the “@Btock”) of East Mediterranean Gas. Co. S.A.E., a compagganized under the laws of
Egypt (“ EMG”) representing 2% of all issued and outstandingtahstock of EMG;

WHEREAS, the Omnibus Agreement also prodifte an option for Purchaser to purchase up tadiitional 10,013 shares of EMG
stock from Seller, on terms to be negotiated byS&ker and Purchaser;

WHEREAS, Purchaser has agreed to purclaaskSeller has agreed to sell to Purchaser, atiauli2, 760 shares (the * New EMG
Shares) of EMG Stock in accordance with the terms ofthigreement; and

WHEREAS, the Seller has also agreed tonekéefurther option to Purchaser to purchase {8340 additional shares EMG Stock as
provided for in this Agreement.

NOW, THEREFORE, in consideration of the naltcovenants and agreements set forth in thisekgeat, and for other good and
valuable consideration, the receipt and sufficieoicywhich are hereby acknowledged, the parties thi¢hintention of being legally bound
hereto agree as follows:

ARTICLE |
SALE OF SHARES AND CLOSING

1.01 _Sale of New EMG Sharest Closing, Seller shall, at the option of Purebi either (i) sell, assign and transfer to Puwsehaand
Purchaser agrees to purchase from Seller, alleofigfints, title and interest of Seller in and te thew EMG Shares on the terms and subject to
the conditions set forth in this Agreement or g&)l, assign and transfer on to Purchaser the lodsedwnership interest in the New EMG
Shares.




1.02 _Purchase Pric@) Subject to Section 1.02(b) hereof, the pusehaice (the *“ Purchase Priggor the New EMG Shares shall
be $100,000,000, in the aggregate (based on @&per purchase price of $36,231.88), payable asasll (i) $50,000,000 in cash (such
amount herein referred to as the “ Cash Considegrgtiand (ii) 10,248,001 shares of the Class A Staek,value $1.00 per share (the “
Ampal Stock"), of Ampal-American Israel Corporation (* Amp3l (having an aggregate value of $50,000,000, basetthe average of the
per share closing sales prices of Ampal Stock perted on the Nasdag National Market (or such atlagional securities exchange or
automated quotation system which is then the praiglace of listing or quotation of shares of mapal Stock), for the period from July 3,
2006, to the date immediately preceding the datedfie(such shares of Ampal Stock herein refereegstthe “ Stock Consideratiéh The
Cash Consideration shall be payable in immediatedilable funds to the account of Seller designéadh designation to be no later than
two (2) days prior to the Closing Date) in writibg Seller to Purchaser. Subject to the provisidrSeztion 9.02, the Stock Consideration
shall be paid by the delivery to Seller by Purcha$éhe requisite number of validly issued shat&mpal Stock in the name of Seller or its
designee, at such time that Ampal has receivelduatthaser Approvals necessary, including any reduapproval of the shareholders of
Ampal, for the delivery of the stock considerattorthe Seller.

(b) In the event that from the date béthrough the second anniversary of the Closinte@ize Seller enters into a binding
agreement for the sale, assignment or disposibithrer then with respect to an Affiliate (each dfisacts being referred to as a “
Transfer”) of some or all of the shares EMG stock then Hmsidhe Seller (the “ Merhav Shar§go a third party and the purchase
price per share (the “ Third Party Per Share PwelRaice’) for such Merhav Shares is lower than the Puretrice per share of the
New EMG Shares hereunder (I Per Share Purchase Priethen the Per Share Purchase Price shall becegttio the Third Party
Per Share Purchase Price and upon closing of #mesfar of such Merhav Shares to such third panyy Seller shall either, at the
election of Seller, (i) transfer to Purchaser armam of EMG Stock having a value equal to the pobd (x) the excess of the Per
Share Purchase Price over the Third Party Per $harhase Price multiplied by (y) the sum of (1)WNeMG Shares and (2) any
shares purchased pursuant to the Option; or (iyeteto Purchaser an amount, in cash, equal tatheunt specified in (i) above. In
the event the Transfer is for consideration othantcash, or is in such a structure or type whicdubstantially different from the
transaction contemplated hereby, the Parties sbglbtiate in good faith for not more than 15 daystitually agree upon a fair and
correct comparison between the Per Share PurchigcgeaPd the Third Party Per Share Purchase Psieeresult of the non-cash
consideration. In the event the Parties are urtalileach such mutual agreement in such 15 daydaehien the adequate value of the
Third Party Per Share Price shall be determineHdnylihan Lokey Howard and Zukin, whose determimagball bind the Partie

(c) In the event that from the date bétkrough second anniversary of the Closing Dia¢eSeller enters into Transfer of some
or all of the Merhav Shares to a third party arelThird Party Per Share Purchase Price for suclhaweBhares is lower than the
Purchase Price per share of the Initial Shares, ttheePer Share Purchase Price shall be redudkd Whird Party Per Share Purchase
Price and upon closing of the Transfer of such Mer8hares to such third party, the Seller shdikegjtat the election of Seller, (i)
transfer to Purchaser an amount of EMG Stock haaiaglue equal to the product of (x) the excesb®Per Share Purchase Price
over the Third Party Per Share Purchase Price plietliby (y) the number of Initial Shares; or @Bliver to Purchaser an amount, in
cash, equal to the amount specified in (i) abowvehé event the Transfer is for consideration othan cash, or is in such a structure or
type which is substantially different from the tsantion contemplated hereby, the Parties shalltra#gon good faith for not more th.
15 days to mutually agree upon a fair and correatgarison between the Per Share Purchase Pridhafdhird Party Per Share
Purchase Price as a result of the non-cash coasigierin the event the Parties are unable to reach mutual agreement in such 15
day period, then the adequate value of the Thirtyfer Share Price shall be determined by Houllha@key Howard and Zukin,
whose determination shall bind the Part




1.03 _Closing(a) Subject to satisfaction or waiver of the dtinds set forth in Articles IV and V, the purchemad sale (the “ Closing
") of the New EMG Shares and the payment of thePase Price in the manner described in Section «ill2Zake place on or before August
7, 2006 (the “ Deadlin® at 10:00 a.m. on a business day mutually agiegatPurchaser and Seller. The Closing shall pd&ee at the
offices of Seller, 33 Havazelet Hasharon St., HgadPitvah, Herzliya 46105, Israel, or at such ofilace as the parties may agree (such date
of Closing, the “ Closing Dat§.

(b) Each Party, provided that it is ti@n in default or in breach of this Agreement/idiave the right to extend the Deadline
for a period of thirty days from August 2, 2006,igthextension shall be exercisable by delivery dften notice to the other Party
prior to the date herec

1.04 _Deliveries by Seller at Closirgubject to the terms and conditions hereof, &iedore the Closing, Seller shall take the
following action:

(1) If Purchaser elects pursuant tossa(i) of Section 1.01 to cause the Transfer okbeial and legal title to the New
EMG Shares to be completed at Closing, deliveidvadineficial and legal title to Purchaser of thevNEMG Shares and the
Initial Shares by delivering (i) a certificate artificates representing all of the Initial Shaaesl New EMG Shares, together
with stock powers or other instruments necessaryhimvalid transfer of the beneficial and legtétof the Initial Shares and
the New EMG Shares to Purchaser dated the Closatg &d duly endorsed to Purchaser (the * Tramsé&mnuments) and (ii)
causing EMG to record such transfer of the New ESt@res on its stock registry or other approprie¢end of the Compan'

(2) In the event Purchaser elects teivecat Closing only the beneficial interest purgita clause (ii) of Section 1.01,
the Seller shall deliver such instruments of transk reasonably requested to evidence the sabsfér and assignment of the
beneficial ownership of EMG Shares to Purchaser” Beneficial Interest Transfer Instrume!”).

3) If Purchaser elects pursuant tos#a(i) of Section 1.01 to cause the Transfer okfieial and legal title to the New
EMG Shares to be completed at Closing, deliveruaaser copies of all required Approvals requfoedhe consummation of
the transactions contemplated hereunder, includittgput limitation those approvals set forth on &gdhle 2.04 hereo

4) Deliver to Purchaser a release efNlew EMG Shares, in form and substance satisfatddPurchaser, from Bank
Leumi of the floating charge over Se’s assets(the” Releas¢’);

(5) In the event Purchaser elects teivecon the Closing Date only the beneficial ingéie the New EMG Shares
pursuant to clause (ii) of Section 1.01, delivePtochaser all documents, agreements and instrepsatisfactory to Purchaser
in its sole discretion, that are necessary, orsable for creating a valid first priority securititerest on the Initial Shares and
the New EMG Shares, for the benefit of Purchaser (tPledge Document} securing the obligations of Seller under this
Agreement




(6) deliver to Purchaser the Sharehsld@reement duly executed by the Sel

@) deliver to Purchaser a Disclosurttdrein form and substance satisfactory to Pureh@he" Disclosure Lette”);

(8) deliver to Purchaser all other doeuts, certificates and instruments required toddiwered by Article IV hereof;
and

9 deliver to Purchaser such documezdsonably requested by Purchaser evidencing tfigatibn and agreement of
Y.M. Noy Investments Ltd. (* Y.M. Noy) to vote its shares of Ampal Stock in favor oétissuance of the Stock Consideration
to Seller.

1.05 _ Deliveries by Purchaser at ClgsiBubject to the terms and conditions hereof, &iefore the Closing, Purchaser shall take the
following action:

(1) pay the Cash Consideration in acancé with Section 1.0:

(2) deliver to Seller copies of any riegd Purchaser Approvals set forth on Schedule,4@%ided, however, that
Approvals with respect to the delivery of the St@nsideration to Seller shall not be requiredlasiig, but will be subject to
the provisions of Section 9.0

3) deliver to Seller the Shareha’s Agreement, duly executed by Purchaser;
4 deliver to Seller all other docunerertificates and instruments required to bevdedid by Article V hereot
ARTICLE Il

REPRESENTATIONS AND WARRANTIES OF SELLER

Seller hereby represents, warrants andrn@owvs to Purchaser as follows:

2.01 _ Existence; Authority; Enforcedhil Seller is a company duly organized and validliséxg under the laws of Israel. Seller has
the requisite power and authority to enter ints thjreement, the Shareholders Agreement, the PIBdgements and each other agreement
entered into, or to be entered in connection with Agreement and the transactions contemplatezblidcollectively, the “ Transaction
Documents) and to perform its respective obligations he@emand thereunder. The execution, delivery anfbpaance by Seller of each
Transaction Document to which it is or will be atgaand the consummation by it of the transacticorstemplated hereby and thereby have
been duly authorized and approved by all corpaeton of Seller. Seller has (or will at ClosingzBaduly and validly executed and delive
each Transaction Document to which it is a pantyl @ach such Transaction Document constitutest @loaing will constitute) its legal,
valid and binding obligation, enforceable againsite3, in accordance with its terms. EMG is a compwaith limited liability, duly organized,
validly existing under the laws of the Arab Repaldf Egypt. EMG's principal place of business i2&tRoushdy St., Heliopolis, Cairo,

Egypt.




2.02 _The New EMG Sharéa) The authorized number of shares of EMG ste@0,000. The record holders of the shares of EMG

Stock are as follows:

Name Number Shares Percentage
Mediterranean Gas Pipeline Comp: 39,00( 65%
Egyptian General Petroleum Corporat 6,00( 10%
Merhav (m.n.f.) Limitec 15,00( 25%

The EMG Organizational Documents provide sharelisldEEMG with a priority right with respect to nessuances of EMG Stock.

(b) Seller has legal title to 15,000rsissof EMG Stock, representing 25% of the issueHautstanding capital stock or other
equity interest of EMG on a fullgiluted basis of which Seller beneficially owns8@) normal shares of EMG stock, representing
of all of the issued and outstanding capital stockther equity interest of EMG on a fully-dilutbdsis . To the best knowledge of
Seller, after due inquiry, all of the issued antstanding shares of capital stock of EMG have likédy authorized, validly issued are
fully paid, nonassessable and except as set fotthei EMG Organizational Documents, free of pre@mepights (other than the
preemptive right set forth in Section 2.02(a)),hwib personal liability attaching to the ownersthipreof. The New EMG Shares
represent 4.6% of the issued and outstanding sb&cepital stock of EMG and together with Init@hares, represent 6.6% of the
issued and outstanding shares of capital stockvtlt ETo the best knowledge of Seller, after due inguhere are no outstanding
securities convertible into, exchangeable for,arying the right to acquire, any capital stockedG, or subscriptions, warrants,
options, calls, rights (pre-emptive or other) drestarrangements or commitments obligating EMGsoé or dispose of any of its
capital stock or any ownership interest thereintiiebest knowledge, of Seller, there are no teartaikes or similar fees payable in
connection with the transfer of the New EMG Shaned the Initial Shares to Purchaser or its designee event there are transfer
taxes or similar fees payable, then that wouldbeotonsidered a breach of the representation tdrSptovided Seller shall bear and
pay all such taxes and fees. EMG has no subsidiaftee New EMG Shares have identical, rights, peefees, priorities and
designations and are fully paid and non-assessslelmbers of the board of directors of EMG (the ‘aBd") are elected by the gene
assembly of EMG pursuant to Article 43 of the EM@#&nizational Documents. Pursuant to Article 2thefEMG Organizational
Documents, Seller is currently represented on @by two directors, which number is reflectifeMerhav’s current holdings of
EMG Stock. The current chairman of the Board isppointee of Mediterranean Gas Pipeline Comp
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(c) Seller is the record owner of and paod title to, the New EMG Shares, and excegeaforth in EMG’s Organizational
Documents, the Pledge Documents and the Sharekd\deeement such shares are, or will be at Closieg,and clear of any and all
liens, pledges, assessments, security interestssfér restrictions, adverse claim, levy, changfgeroencumbrance or interest of any
Person of any kind (collectively “ Lieri$. Subject to the rules of the General Investmfaumthority as such may be from time to time,
and to natification to the General Investment Auittypthere are no restrictions in the EMG Orgati@maal Documents to transfer of
the New EMG Shares and all shares of EMG Stockraedy transferable, with no approvals or conseatgiired from EMG, any
Governmental Authority or any other Person. Sél)es not party to any, and has not granted to @tiwer Person any, and there are no
outstanding options, warrants, subscription righitgts of first refusal or any other rights prowid for the acquisition or disposition
the New EMG Shares or the Option Shares or any etipdty interest in the Company and (ii) is nqtaaty to any voting agreement,
voting trust, proxy or other agreement or undeditagnwith respect to the voting of any of its stsaoé EMG Stock, other than the
Nominee Agreement. Upon delivery of the Benefitidérest Transfer Instruments, Purchaser shall tevgood and valid benefici
ownership of the New EMG Shares free and cleangflaens. Upon the delivery of the Transfer Instants, Purchaser shall have
good and valid beneficial ownership of and legahi® Initial Shares and New EMG Shares, free aearaf any Liens

2.03 _Certain Matters Relating To EM@) The corporate purpose of EMG is, inter dabagonstruct and operate a natural gas pip
from El-Arish Egypt to Ashkelen, Israel, and otlpeints in the east Mediterranean, for delivery atunal gas from Egypt (“the Pipelirig

(b) To the best knowledge of Selleremftue inquiry, and other than insurance poligiesiracts and/or agreements related to
obtaining land in Israel for the construction of EM pipeline and related facilities and other agrerts related to connection of its
pipeline to the Israeli national grid, which areremtly being negotiated, the contracts and agre&rspecified in Section 2.03(b) of
the Disclosure Letter, are all the contracts ané@ments necessary and advisable for the constniuctompletion, financing and
operation of the Pipeline have been entered intBM% and a reputable counterparty, and to the kadgé of Seller after due inquiry,
are valid, binding and enforceable against eachteoparty. To the best knowledge of Seller, aftex thquiry, EMG has obtained all
the financing required for the completion of thpdfine. Construction of the Pipeline will commeme007 and is currently estimat
to be completed by January 1, 20

(c) EMG has entered into long term pasghand long term sales contracts for the purchredesale of natural gas. EMG's gas
sale contract with its first long term secured ousdr is a “take or pay” agreement which requirehstustomer to take or pay certain
amounts of natural gas, whether or not it actuatyuested delivery of such amounts through eachofehe term of the agreement.
All such sales and purchase contracts and thgeotise terms and conditions were made availableeédmpal Advisors in the Data
Room.

(d) EMG, and the construction of thedfiipe has the support of the governments of IsxadIEgypt, as set forth in the
Memorandum of Understanding Relating to the Purelzaxsl Transmission of Natural Gas Through a Pipdietween the
Government of the State of Israel and the Governmitihe Arab Republic of Egypt. Seller is not awaf any condition or fact that
which may result in the withdrawing of such goveemtal support for EMG or construction of the Pipelby the government of the
state of Israel or the Government of the Arab Répui Egypt.
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(e) The General Assembly of EMG has @dissresolution, pursuant to which, EMG shall diste at least 85% of yearly Net
Profit (as hereinafter defined) to the shareholdera pro rata basis. EMG calculates its net p(tifiet Profit”) by deducting from the
gross income of EMG the following: (i) gas purchassts; (i) management and operations agreemestdied expenses; (iii) compe
expenses, including annual bonuses for Board mesvéet profit; sharing, annual employees bonus awiit gharing; (iv) social taxe
and Egyptian legal reserves; (v) interest and dihancial expenses; (vi) depreciation of fixededssat 10% per year; and (vii) reserve
accounts within a limit of 5% of the investmenttt@&eller shall not take any action to vote itsrebaf EMG Stock, or cause or permit
any of the directors of EMG that it has designatedote, to reduce the amount of Net Profits taliséributed below 85% of Net
Profits. A 80% vote of shareholders at a GenerakAwly of EMG would be required to reduce the negflidistribution of Net Profits
to be below 85% of the Net Profi

® Subject to the limitations set foiththe Memorandum of Understanding Relating toRhechase and Transmission of
Natural Gas Through a Pipeline Between the Goventiwiethe State of Israel and the Government ofdtte Republic of Egyp!
EMG will be exempt from taxation in Israel on amgome derived from the sale and transportatioratifnal gas from Egypt to Israel
so long as (x) a majority of the equity of EMG ar# held by, directly or indirectly, Israeli citize and (y) the control and managen
of EMG is carried on outside of Israel and the ngemaent team of EMG does not consist of any Iscidiens or resident:

2.04 _Compliance With Law; ConsenExcept as set forth in Section 2.04 of the Disgte Letter, no approval or consent

(“Approval”) of any Person or Governmental Authgri$ required to be made or obtained by Selleoimection with (i) the execution,
delivery or performance of this Agreement or arfyeotTransaction Document to be entered into bye§ar (ii) the consummation of any of
the transactions contemplated by this Agreemeangrother Transaction Document. Seller, and td#st of Seller's knowledge, after due
inquiry, EMG are in compliance in all respects wathapplicable Laws, except where such failure ldaot have or could not reasonably by
expected to have a Material Adverse Effect or leaweaterial adverse effect on the Seller’s abititg@nsummate the transactions
contemplated by, and perform its obligations, urtdexr Agreement or any other Transaction Document.

2.05 _BrokersOther than fees to be paid to Egyptian broketh wéispect to registration of legal title in theNEMG Shares (and the

Initial Shares) and any Option Shares exercisedurghaser, neither Seller nor any of its Affiliabes paid or become obligated to pay any
fee or commission to any broker, finder or interiaedin connection with the transactions contengaldiereby.
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2.06 _Disclosure and Due Diligence Rthae. (a) (i) To the best of Seller’'s knowledge EMG pasvided to Purchaser all documents
and information in EMG’s or any of EMG'’s Affiliate’possession or control relating to EMG, the NewGS®hares and EMG's business and
prospects, and (ii) Seller has provided to Purahalé€locuments and information in EMG'’s or anyitefAffiliate’s possession or control
relating to EMG, the New EMG Shares and EMG’s bes@and prospects. Seller has not withheld fromHaser, Giza Singer Even Ltd. (*
GSE") (in connection with GSE’s preparation of theauation report of EMG), Bryan Cave LLP, Houlihaokey Howard and Zukin,
PricewaterhouseCoopers or any other advisor of Aaggignated to work on and receive informationdnnection with the transactions
contemplated hereunder (each an “ Ampal Adviyoany information or documents in the Seller'spession or control, regarding Seller, its
Affiliates, EMG or EMG's business or prospectstlas case may be, that are reasonably materialninemion with a decision to purchase the
EMG Shares, in determining the valuation of EMGJ analyzing EMG's business and prospects. To teedfeSeller’'s knowledge, after due
inquiry, the documents made available to the Andyghlisors by EMG in the data room (the “ Data RoQropen in Cairo, Egypt from June
11, 2006 through June 13, 2006 established pursadhné NDA Agreement represent all the materiaéaments, contracts, instruments and
documents in connection with the organization amaegnance of EMG, and the design, planning, engimgeconstruction, financing and
operation of EMG and the Pipeline. Seller has rggtthe Bryan Cave LLP Due Dilgence Report, datdg 5, 2006, the report of
PricewaterhouseCoopers dates June 20, 2006, the cffHoulihan, Lokey, Howard and Zukin dated JRB06, and, and any supplements
thereto through the Closing Date (collectively, tBeie Diligence Reports”). Neither Seller nor arfyite Affiliates are aware of any untrue
statement of material fact in the draft Economidud#ion, dated November 11, 2005, prepared by GSihy of the Due Diligence Reports.
No representation or warranty by Seller contaimethis Agreement or any other Transaction Docuneamd, no information contained in a
other instrument furnished or to be furnished tocRaser or any Ampal Advisor, as the case may lisuant hereto or in connection with the
transaction contemplated by this Agreement, angrofihansaction Document or in connection with ttedudtion Reports or any of the Due
Diligence Reports, contains or will contain anyruetstatement of a material fact or omits or willibto state a material fact necessary in
order to make the statements contained hereineogithnot misleading. Seller is not aware of amydar circumstances which would cause
the representations and warranties of Seller coadthin this Agreement or any other Transaction Duent to be untrue or incorrect. To the
knowledge of Seller, after due inquiry, there isfact, circumstance or condition which has hadard reasonably be expected to have a
material adverse effect on EMG or Seller, which haisbeen disclosed by Seller to Purchaser oefisesentatives.

2.07 _No ConflictsExcept as disclosed on Section 2.07 of the Désch Letter hereto, and subject to obtaining angréyals, the
execution, delivery and performance by Seller &f &greement, and any other Transaction Documewtiioh Seller is a party, and the
consummation by Seller of the transactions contateglhereby and thereby do not (i) conflict wittresult in any breach of any of the
provisions of, or result in the imposition of anieh under, the provisions of any contract, licemsgyermit by which Seller or any of its
Affiliates, and to the best knowledge of Selleteaflue inquiry, EMG or any of its Affiliates areund, (ii) violate, conflict with or result in
any breach of any of the provisions of the orgaional documents of Seller or the EMG Organizatidbacuments, (iii) conflict with or
result in, in any material respect, the violatidraoy Laws applicable to the Seller, EMG or EMGissimess, or (iv) require the consent of any
Governmental Authorities having jurisdiction ovleetSeller or EMG, except for such conflicts, bresgiviolations, and Liens which would
not, individually or in the aggregate, have a materdverse effect on the EMG Shares or the busjressets or financial condition or
prospects of EMG (a “ Material Adverse Efférbr the ability of Seller to consummate the tractions contemplated hereby.
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2.08 EMG Documentga) Section 2.08 of the Disclosure Letter setthfa complete and accurate list of all documeatgracts and
instruments (the “ EMG Documeritsrelating to EMG in Seller's possession or cohtmod/or made available by EMG, at the request of
Seller to the Ampal Advisors in the Data Room, tmthe best of Seller's knowledge after due inquingre are no other contracts,
documents, organizational instruments, minutessents or resolutions of either the board of dinexctw shareholders of EMG. To best of
Seller's knowledge, neither EMG or any other péastin default under any of the EMG Documents.

(b) To the best of Seller’'s knowleddes topies of such contracts made available atihiable at the Data Room were the
true, complete and correct copies of all such emtdrand agreements. Since June 13, 2006, to shef®eller's knowledge, no
amendments to such contracts have been enteredndtall such contracts are in full force and effeed EMG has not entered into
any other material contrac

(c) Section 2.08(c) of the Disclosurgtéesets forth all of the EMG Organizational Do@nts, the minutes, resolutions and
consents of the board of directors and the shader®(including minutes of all the meetings of General Assembly of EMG), true,
complete and correct copies of which have beenigeovor made available to Purchaser in the DatarR

2.09 _EMG Compliancelo the best of Seller's knowledge, EMG is (ixompliance with and not in default or violationtbé EMG
Organizational Documents, (ii) in material comptiarwith and not in material default of any Law oder or by which any of its properties,
rights or assets are bound or affected, excefigitase of clause (ii) where any failure to complyany default or violation thereof, would
not reasonably be expected, individually or indlggregate, to have a Material Adverse Effect.

2.10 _Litigation There is no (@) litigation pending on behalf ofaigainst or, to the best knowledge of Seller, nwtétigation
threatened in writing on behalf of or against EMiGSeller or any of their properties, rights or asgacluding cease and desist letters or
requests for a license) or (b) litigation which sgiens or challenges (i) the validity of this Agneent or any Transaction Document or (ii) any
action taken or to be taken by the Seller purstatitis Agreement or any Transaction Document @oinnection with the transactions
contemplated hereby or thereby.

ARTICLE Il
REPRESENTATIONS AND WARRANTIES OF PURCHASER

Purchaser hereby represents and warra®slier as follows:

3.01 _Existence; Authority; Enforced@il Purchaser is a company duly organized and vadigisting under the laws of Israel.
Purchaser has the requisite power and authorigynter into this Agreement, the Shareholders Agregiauied each other agreement entered
into or to be entered into by Purchaser in conoaatiith this Agreement and the transactions contateg hereby (collectively, the “
Transaction Document$ and to perform its respective obligations heidemand thereunder. The execution, delivery antbpaance by
Purchaser of each Transaction Document to whiishat will be a party, and the consummation byf ithe transactions contemplated hereby
and thereby have been duly authorized and approyedl corporate action of Purchaser. Purchasefdvasill at Closing have) duly and
validly executed and delivered each Transactionubmnt to which it is a party, and each such Tramma®ocument constitutes (or at
Closing will constitute) its legal, valid and bimdj obligation, enforceable against Seller, in adance with its terms.
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3.02 _Litigation There are no actions, suits, proceedings or tigag®ns, either at law or in equity, or beforey@emmission or other
administrative authority in any applicable juridtba, of any kind now pending or, to Purchaser’'siedge, threatened against Purchaser,
that question the validity of this Agreement orkstedelay, prohibit or restrict in any manner aayion taken or to be taken by Purchaser
under this Agreement.

3.03 _No ConflictsSubject to Purchaser obtaining Purchaser Appsottaé execution, delivery and performance by Ragehof this
Agreement and the other documents and agreemenmtisneplated by this Agreement to which Purchasargarty, and the consummation by
Purchaser of the transactions contemplated hemdbyheereby do not (i) conflict with or result inyabreach of any of the provisions of, or
result in the imposition of any lien under, thepstons of any contract, license, or permit by vwhiRurchaser is bound, (ii) violate, conflict
with or result in any breach of any of the prowis®f the certificate of incorporation or by-lawisRurchaser, (iii) conflict with or result in, in
any material respect, the violation of any lawsliggple to Purchaser, or (iv) require the consérny governmental authorities having
jurisdiction over Purchase

3.04 _Compliance With Law; ConsenEccept as set forth in Section 2.04, no approvabnsent (a “ Purchaser Approvabf any
Person or Governmental Authority is required toviale or obtained by Purchaser in connection wjtthé execution, delivery or
performance of the this Agreement or any other Jaation Document to be entered into by Purchaséii) the consummation of any of the
transactions contemplated by this Agreement oradingr Transaction Document. Purchaser, and toeékeds Purchaser’s knowledge, after
due inquiry, EMG are in compliance in all resperith all applicable Laws, except where such failmauld not have or could not reasonably
by expected to have a Material Adverse Effect merematerial adverse effect on the Purchaserlgyatoi consummate the transactions
contemplated by, and perform its obligations, urtder Agreement or any other Transaction Document.

3.05 _ BrokersNeither Purchaser nor any of its Affiliates hasdpor become obligated to pay any fee or commissiaany broker,
finder or intermediary in connection with the traoons contemplated hereby.

3.06 _Ampal StockThe shares of Ampal Stock constituting the St6oksideration, when issued and delivered to Sk#esunder,
shall be duly authorized, validly issued, fully gp@ind nonassessable and not subject to or issugalation of preemptive rights.

3.07 _Due Diligencdn the Data Room, Purchaser and the Ampal Adsis@re provided with the opportunity to conduct due
diligence, including having certain meetings witll&'s management and other representatives of EMGtHe avoidance of any doubt,
nothing in this section 3.07 shall diminish or athise limit the representations and warranties jgled by Seller under this Agreement.
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ARTICLE IV
CONDITIONS TO OBLIGATIONS OF PURCHASER

The obligations of Purchaser hereundewutshmse the New EMG Shares are subject to thdlmsint, at or before the Closing, of each
of the following conditions (all or any of which mae waived in whole or in part by Purchaser irsdke discretion):

4.01 _Representations and Warrantitesch of the representations and warranties madelber in this Agreement or any other
Transaction Document (other than those made aspécified date earlier than the Closing Date)ldieatrue and correct in all respects on
and as of the Closing Date as though such repm@sambr warranty was made on and as of the CldSgig, and any representation or
warranty made as of a specified date earlier tharClosing Date shall have been true and correandras of such earlier date.

4.02 _Performancé&eller shall have performed and complied witltheagreement and obligation required by this Age@no be so
performed or complied with by such Seller at ordpefthe Closing.

4.03 _Material Adverse Effedtrom June 1, 2006 through the Closing Date, thkadl not have occurred any event or occurrenae th
has resulted in or could reasonably be expecteestdt in a Material Adverse Effect.

4.04 _ CertificatesSeller shall have delivered to Purchaser a tatd, dated as of the Closing Date, certifyingoathe fulfillment by
Seller of the condition set forth in Section 4.8fotigh 4.03.

4.05 _ Authority Document$Seller shall have delivered to Purchaser a @at# of the sole member of Seller’s board of doec
certifying as to (i) incumbency and authority ofgens executing, the Transaction Documents on beh8&kller, (ii) the resolutions or
minutes of the board of directors or other govegrbndy of Seller authorizing the execution, delvand performance of this Agreement and
each other Transaction Document, and (iii) cedificof incorporation, by-laws or other similar angational document of Seller.

4.06 _EMG NoaotificationIn the event Purchaser elects to cause the énaosfegal title of the New EMG Shares to Purchasde
completed at Closing pursuant to clause (i) of i8act.01, Seller shall have delivered to Purchas@tence that all notifications and other
actions required under the laws of Egypt and theésE®Dtganizational Documents to validly reflect thensfer of the New EMG Shares and
the Initial Shares to Purchaser or its designees baen given or taken.

4.07 _ApprovalsSeller shall have obtained all Approvals, andvaetd evidence, satisfactory to Purchaser, of é\pprovals.

4.08 _Orders and LawFhere shall not be in effect on the Closing Datg order or law, or any action or proceeding pegdvhich
would have the effect of restraining, enjoiningtiterwise prohibiting or making illegal the consuation of any of the transactions
contemplated by this Agreement or which could reabty be expected to otherwise result in a dimowtf the benefits of the transactions
contemplated by this Agreement to Purchaser.
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4.09 _Shareholders Agreemerithe Seller has delivered to Purchaser the ShitetsoAgreement, duly executed by Seller.

4.10 _Other DocumentSeller shall have delivered to Purchaser anyratbheument or certificate reasonably requestedurghser.

ARTICLE V
CONDITIONS TO OBLIGATIONS OF SELLER

The obligations of Seller hereunder to 8@l EMG Shares are subject to the fulfillmenprabefore the Closing, of each of the following
conditions (all or any of which may be waived inalor in part by such Seller in his sole discm@tio

5.01 _Representations and Warrantiesch of the representations and warranties madRutchaser in this Agreement or any other
Transaction Document (other than those made aspécified date earlier than the Closing Date)ldistrue and correct in all material
respects on and as of the Closing Date as thougfhrepresentation or warranty was made on and e d®losing Date, and any
representation or warranty made as of a specifi¢e earlier than the Closing Date shall have beenand correct in all material respects on
and as of such earlier date.

5.02 _ Performancé@urchaser shall have performed and complied e@atth agreement and obligation required by this &gemnt to be
so performed or complied with by Purchaser at éorgethe Closing.

5.03 _ CertificatesPurchaser shall have delivered to Seller a ceat#, dated as of the Closing Date, certifyingoathe fulfillment by
Purchaser of the conditions set forth in Secti@1 &nd 5.02.

5.04 _Authority Document$urchaser shall have delivered to Seller a azat# of the Secretary of Purchaser certifyingoa@)t
incumbency and authority of persons executing;Tifamsaction Documents on behalf of Purchaserth@)resolutions or minutes of the board
of directors of Purchaser authorizing the executitativery and performance of this Agreement archesher Transaction Document, and
(iii) certificate of incorporation and by-laws ofighaser.

5.05 _ Payment of Purchase Priearchaser shall have paid to Seller the PurcRese, as provided in Section 1.02 hereof.

5.06 _Orders and Law$here shall not be in effect on the Closing Datg order or law that became effective after thte déthis
Agreement restraining, enjoining or otherwise pbdahig or making illegal the consummation of anytled transactions contemplated by this
Agreement.
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5.07 _Shareholders AgreemeRurchaser shall have delivered to Seller theeblwdders Agreement, duly executed by Seller.

5.08 _ Other DocumentBurchaser shall have delivered to Seller anyratbeument reasonably requested by Purchaser.

ARTICLE VI
SURVIVAL OF REPRESENTATIONS AND WARRANTIES;
INDEMNIFICATION

6.01 _Survivalf Representations and Warrantidhe representations and warranties containeldsnAgreement shall survive the
Closing until the third anniversary of the Closing.

6.02 _Indemnification by Sellethe Seller shall indemnify Purchaser, its Affidia and each of their respective officers, direstor
employees, stockholders, agents and representétiolisctively, the “ Purchaser Indemnitég@$ndemnitees against and hold them harmless
from any Loss suffered or incurred by any such ndi@ed party arising from, in connection with,ahg to or otherwise in respect of (i) &
breach of, or any inaccuracy in, any representatiomarranty made by Seller in Article Il of thiggfeement, any other Transaction Docun
or in any certificate delivered by Seller pursulaeteto, in each case disregarding all qualificatiand exceptions contained therein relating to
materiality or material adverse effect or like wardolely for the purpose of determining the Lad$esed by the relevant Purchaser
Indemnity, or; (ii) any breach of any covenant efl& in this Agreement or any other TransactiorciDoent.

6.03 _Indemnification by Purchas@urchaser shall indemnify the Seller againstfaoid it harmless from any Loss suffered or
incurred by any Seller arising from, in connectwith, relating to or otherwise in respect of (iyareach of, or any inaccuracy of, of any
representation or warranty made by Purchaser iicl&il of this Agreement, any other Transactioaddment or in any certificate delivered
by Purchaser pursuant hereto, disregarding alifipglons and exceptions contained therein retattymateriality or material adverse effect
or like words, solely for the purpose of determinthe Loss suffered by Seller; and (ii) any breafchny covenant of Purchaser in this
Agreement.

6.04 _Procedures Relating to Indematfan. (a) In order for any indemnified party (* Inderfiad Party”) specified in Section 6.02
make a claim for any indemnification as providedunder Section 6.02 in respect of, arising outrafivolving a claim or demand made by
any person against the Indemnified Party (a * Hiedty Claim”), such Indemnified Party must notify the indenymify party (the “
Indemnifying Party’) in writing, and in reasonable detail, of the fichiParty Claim within twenty Business Days afteraipt by such
Indemnified Party of written notice of the ThirdtBaClaim; provided however, that failure to give such notification shall raftect the
indemnification provided hereunder except to thiemtxthe Indemnifying Party shall have been prejedias a result of such failure.
Thereatfter, the Indemnified Party shall delivetite Indemnifying Party, within five Business Dayteathe Indemnified Party’s receipt
thereof, copies of all notices and documents (iolyl court papers) received by the Indemnified yPaatating to the Third-Party Claim;
provided, however, that failure to give such notfion shall not affect the indemnification prowddeereunder except to the extent the
Indemnifying Party shall have been prejudiced essalt of such failure.
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(b) If a Third-Party Claim is made agsian Indemnified Party, the Indemnifying Partylsha entitled to participate in the
defense thereof and, if it so chooses and ackn@ekeds obligation to indemnify the Indemnified f§aherefor, to assume the defense
thereof with counsel selected by the Indemnifyigty?, providedthat such counsel is not objected to by the IndéethParty in its
reasonable discretion. Should the IndemnifyingyPsotelect to assume the defense of a Third-PdaiynCthe Indemnifying Party
shall not be liable to the Indemnified Party fagdéexpenses subsequently incurred by the Indeeshiarty in connection with the
defense thereof (except in the case of a confliaiterest, as described below). If the IndemnifyParty assumes such defense, the
Indemnified Party shall have the right to partitgim the defense thereof and to employ counsék atvn expense, separate from the
counsel employed by the Indemnifying Party, it lgeimderstood that the Indemnifying Party shall carguch defense (except that if,
in the reasonable judgment of the Indemnifying YPartounsel, a conflict of interest exists betwésn Indemnifying Party and the
Indemnified Party, the Indemnified Party may emptsyown counsel, separate from the counsel emglbyethe Indemnifying Party,
and may control its defense to the extent deemeeéssary by the Indemnified Party). The Indemnifyiragty shall be liable for the
fees and expenses of counsel employed by the InflechRarty for any period during which the Indefiyimg Party is not assuming
the defense thereof or during a conflict of intefas described above

(c) If the Indemnifying Party so eletdsassume the defense of any Third-Party Claimgfathe Indemnified Parties shall
cooperate with the Indemnifying Party in the deéeasprosecution thereof. In any event, the IndésthiParty and its counsel shall
cooperate with the Indemnifying Party and its caliasid shall not assert any position in any proegghconsistent with that asserted
by the Indemnifying Party; providechowever, that the foregoing shall not prevent the IndemediParty from taking the position that
it is entitled to indemnification hereunder. Alaonable out-of-pocket costs and expenses incirmemhnection with an Indemnified
Party’s cooperation shall be borne by the IndenimifyParty. Such cooperation shall include the t@&erand (upon the Indemnifying
Party’s request) the provision to the Indemnifyieyty of records and information which are relewargduch Third-Party Claim, and
making employees available on a mutually convertiasts to provide additional information and expléon of any material provided
hereunder. Whether or not the Indemnifying Parglidiave assumed the defense of a Third-Party Cldienindemnified Party shall
not admit any liability with respect to, or settt®mpromise or discharge, such Third-Party Claitheut the Indemnifying Party’s
prior written consent. If the Indemnifying Partyadithave assumed the defense of a Third-Party Cldienindemnified Party shall
agree to any settlement, compromise or dischargeldifird-Party Claim which the Indemnifying Partayrecommend and which by
its terms releases the Indemnifying Party compfatebonnection with such Third-Party Claim and efhivould not impose on the
Indemnified Party and obligation to pay any amambtherwise adversely affect the Indemnified Partyequire any relief other than
monetary damages (provided, however, that the Imifesd Party shall not be required to consent tp settlement, compromise or
discharge which would require payments by the Imdéed Party in connection with such Third Partyaioh).

(d) Notwithstanding the foregoing, timelémnifying Party shall not be entitled to assuhgedefense of any Third-Party Claim
(and shall be liable for the fees and expensesurfigel incurred by the Indemnified Party in defagdiuch Third-Party Claim) if the
Third-Party Claim seeks an order, injunction orestequitable relief or relief for other than momkmages against the Indemnified
Party. The indemnification required by Section 6s02ll be made only after final judgment which cahbe further appealed. All
claims under Section 6.02 other than T-Party Claims shall be governed by Section €
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(e) The indemnification provisions oistirticle VI (i) shall apply without regard to, drshall not be subject to, any limitation
by reason of set-off, limitation or otherwise aiyigre intended to be comprehensive and not tintieed by any requirements of law
concerning prominence of language or waiver oflaggl right under any law (including, without liratton, rights under any workers
compensation statute or similar statute conferimgunity from suit).

6.05 _Other Claimb the event any Indemnified Party should haveainthgainst any Indemnifying Party under Secti@? éhat
does not involve a Third-Party Claim being asseatgainst or sought to be collected from such IndéeahParty, the Indemnified Party shall
deliver notice of such claim to the Indemnifyingtyavith reasonable promptness. The failure by lmdgmnified Party so to notify the
Indemnifying Party shall not relieve the IndemnifyiParty from any liability which it may have tocsuindemnified Party under Section 6.
except to the extent that the Indemnifying Party heen prejudiced as a result of such failuréndfindemnifying Party does not notify the
Indemnified Party within 20 Business Days followiitgyreceipt of such notice that the Indemnifyiragtl disputes its liability to the
Indemnified Party under Section 6.02, such claiec#jed by the Indemnified Party in such noticelsbha conclusively deemed a liability of
the Indemnifying Party under Section 6.02 and titemnifying Party shall pay the amount of suchiliigtto the Indemnified Party on
demand or, in the case of any notice in which thewnt of the Loss (or any portion thereof) is eatid, on such later date when the amount
of such Loss (or such portion thereof) becomedlfinetermined. If the Indemnifying Party has timelisputed its liability with respect to
such claim, as provided above, the IndemnifyingyPaind the Indemnified Party shall resolve suclpulis as follows: (i) first, the parties st
negotiate in good faith for a period of up to 15Bess Days to resolve such dispute, then (ijaflndemnifying Party and the Indemnified
Party are unable to reach an agreement, theyrgisallve such dispute in accordance with SectioB6L1.

6.06 _Indemnification Limitationga) Notwithstanding anything to the contrary leréhe indemnification undertakings of Purchaser
in this Article VI shall be subject to the follovgdimitations: (i) Seller shall not be requiredit@ke any indemnification payment hereunder
until such time as the Loss suffered by the Puehbmlemnities exceeds $1,000,000 in the aggremavehich case the Purchaser
Indemnitees shall be entitled to indemnificationtfee full amount of such Losses, including thopaaithe $1,000,000 threshold and (ii) in
any event, Seller shall not be under the obligatiiomake any indemnification payment hereundexoess, in the aggregate, of the Purchase
Price.

(b) Notwithstanding anything to the gany herein, the indemnification undertakings ofle3an this Article VI shall be subject
to the following limitations: (i) Purchaser shatitrbe required to make any indemnification payntemreunder until such time as the
Loss suffered by Seller exceeds $1,000,000 in glgeegate, in which case Seller shall be entitleiddemnification for the full amoul
of such Losses, including those up to the $1,0@thfeshold and (i) in any event, Purchaser giatlbe under the obligation to make
any indemnification payment hereunder in excesteéraggregate, of the Purchase P!
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ARTICLE VII
OPTION

7.01 _Option to Purchase Additional i8saSeller hereby grants Purchaser the option (Betfon”) to purchase up to an additional
3,540 shares of EMG Stock (the * Option Sh&jes one or more transactions. The obligationshef Parties under this Section will terminate
on the second anniversary of the date hereof (fbption Termination Dat®, provided, however, that if Purchaser does not exercise the
Option with respect to 1,500 of the Option Shaneghle first anniversary of this Agreement the Optiat the election of Seller, may be
terminated on such first anniversary with respeattch number of Option Shares equal to the exafgg3 1,500 over (y) the number of
Option Shares purchased by Purchaser as of thafiniversary of the Agreement. Seller acknowledgasthis Agreement does not obligate
Purchaser to purchase the Option Shares. For thidaance of doubt, this foregoing limitation on thiading nature of this Agreement applies
only to this Section 7.01 and not any other prorisf this Agreement.

7.02 _Purchase Price for Optional Shailidne per share purchase price for the Option Stedrall be equal to the Per Share Purchase
Price of the New EMG Shares hereunder, as sucthBsedPrice may be reduced pursuant to Sectionk).(B€é “ Option Per Share Purchase
Price”). The aggregate amount of the Option Per ShareHasge Price (the * Option Purchase Ptjcghall be payable in cash.

7.03 _Exercise of OptiofPurchaser may exercise the Option from timenbe tiat any time prior to the Option Termination ®by
written notice to Seller. Such notice shall setlfdhe number of shares Purchaser wishes to pugghasuant to the Option. Within 20 day:
Purchaser’s exercise of the Option by such writtetice, the parties shall enter into a Stock Puselfsgreement substantially similar to this
Agreement with respect to the number of sharefosittin the Option exercise notice, except sucl S¢ock Purchase Agreement shall not
have provide Purchaser with a further option tachase Merhav Shares. A Closing of the purchasleeoOption Shares shall occur no later
than 10 days after the execution of the Stock RasetAgreement by the parties, providéwwever, if any Approvals are necessary for the
transfer of the Option Shares to Purchaser, swding shall be held no later than 10 days afterghbeipt of the final Approval.

ARTICLE VI
EXCLUSIVITY

8.01 _ Exclusivity Until the Closing, Seller shall not, and shallisa its Affiliates and agents, directly or indifgchot to (i) solicit,
initiate or encourage any inquiries, discussiongroposals from any other Person relating to aiplesacquisition of any part of the 10,013
shares of EMG Stock out of the Merhav Shares reskfior purchase by Purchaser from Seller pursweatttet Omnibus Agreement; (ii)
continue, solicit, encourage or enter into negiotnet or discussions relating to any such possitdgiigition; (iii) furnish to any other Person
any information (not already in the public domaielating to the transactions contemplated herebgivpenter into or consummate any
agreement or understanding providing for any sudsible acquisition. Until the Closing, to the ewt8eller or any of its Affiliates is
contacted or solicited in writing by any Persorrémnection with the purchase of the 10,013 shar&dgs Stock out of the Merhav Shares
reserved for purchase by Purchaser from Selleupntgo the Omnibus Agreement , Seller shall nd®ifiychaser in writing of any such
written proposal or offer, or any inquiry or ottemtact with any Person with respect thereto, dheamse promptly after such proposal, offer,
inquiry or contact is made and shall, in any suatice to Purchaser, indicate in reasonable ddtaildentity of the Person making such
proposal, offer inquiry or contact and the termd eonditions o such proposal, offer, inquiry oresthontact.
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ARTICLE IX
CERTAIN COVENANTS

9.01 _ Covenants of Selldn) Seller hereby covenants and agrees with Raectthat from and after the date hereof untiGlusing
Date, it will not vote in favor will affirmativelyote against (whether as shareholder in EMG’s gdraesembly or by the directors currently
residing on its behalf in the Board) of any actiamich will cause EMG to carry on its business oftikn in the ordinary course consistent
with past practice and, except as may be permittedquired pursuant to this Agreement, shall mdén favor of and will affirmatively vote
against (whether as shareholder in EMG’s genesdrably or by the directors currently residing anbiehalf in the Board) any action which
will cause EMG to engage in any transactions oatti@ ordinary course of business, including, witHmnitation:

0] the payment of any dividend or distition by EMG;

(i) a sale or refinancing of the pipeliproject;

(iii) the payment of a fee, a bonustipend, or other special compensation to any party;
(iv) amending or modifying the EMG Orggational Documents;

(V) the sale of substantially all of émsets of EMG,;

(vi) the merger of EMG with and into d&imer Person; or

(vii) the winding-up or liquidation of\EG.

(b) Seller shall at all times maintairtls number of shares of EMG Stock that Seller wialde a sufficient number of shares
EMG Stock necessary to tranfer to Purchaser putgaan02(b).

(c) Sell shall comply with the provistoaof the Shareholders Agreements and carry oabligations thereunde

(d) If, at any time after the ClosingtBaany further Approvals are required to be otedjrSeller shall have thirty days to obt

such Approval. The failure by the Seller to procoreeceive a Approval in accordance with this B&cd.01(d) shall constitute a
breach of this Agreemer
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9.02 _Covenants of Each Party

€) The parties hereto shall use theasonable efforts to satisfy or cause to be sadigfil of the conditions precedent that ar
forth in Article IV and V, as applicable to eachtbém, and to cause the transactions contemplatétiidAgreement to be
consummated. Each party hereto, at the reasoredpliest of another party hereto, shall execute afided such other instruments and
do and perform such other acts and things as magtessary for effecting completely the consummatiathis Agreement, the
Transaction Documents and the transactions congtetphereby and theret

(b) Upon the terms and subject to thedidtmns set forth in this Agreement, each partset@shall use its reasonable efforts to
take, or cause to be taken, all actions, and doaase to be done, and to assist and cooperatehgithither party or parties in doing,
things necessary to consummate and make effetigvansactions contemplated hereby, and by thes@icdion Documents. None of
the parties hereto will take any action which resid any of the representations or warranties nigdguch party pursuant to Articles
Il or lll, as the case may be, becoming untruenaccurate in any material respe

(c) If, at any time after the ClosingtBaany further action is necessary or desirabtatoy out the purposes of this Agreement
or to transfer to Purchaser on the register of EM@gccordance with the EMG Organizational Docureemtd Egyptian Law, the full
valid legal title to the New EMG Shares and Optirares, free and clear of any Liens, the officacsdirectors of Seller and
Purchaser are fully authorized in the name of ttespective companies or otherwise to take all $aeful and necessary action and
shall cooperate with each other in taking suctoac

9.03 _ Covenants of PurchasBurchaser hereby agrees that upon the executibisgreement, it will promptly seek to obtain

approval of the shareholders of Ampal for the issga0f Stock Consideration to Seller. Purchaseeralles to cause Ampal to timely call a
meeting to obtain such shareholder approval. Upeh shareholder approval, Purchaser shall pronapitiin no event later than ten Busin
Days after obtaining such shareholder approvake#e transfer to Seller of the Stock Considemafi@e and clear of all Liens attributable
Purchaser. In the event the abawentioned shareholder approval is not obtainedimviB months as of the Closing Date, then Purchstsa
promptly transfer to Seller 50% of the New EMG Sfsamwhether by transferring legal title and benafiownership thereto (in the event le
titte and beneficial ownership in the New EMG Sisanad transferred to Purchaser at such time) tralmgferring beneficial ownership
thereto (in the event legal title in the New EMGagds had not transferred at such time). In anytesugeh transfer shall be made in the same
manner in which the title and beneficial ownerstiippnly beneficial ownership (as applicable) in Mew EMG Shares was transferred to
Purchaser.
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9.04 _ Notification of Certain MattefSertain Consents(a) The Seller shall give prompt notice to Pusgiaand Purchaser shall give
prompt notice to the Seller, of the occurrencean-nccurrence of any event which results in anyasgntation or warranty contained in this
Agreement or any other Transaction Document beirigua or inaccurate in any material respect (oth@case of any representation or
warranty qualified by its terms by materiality, thentrue or inaccurate in any respect) and anyriaibf the Seller or Purchaser, as the case
may be, to comply with or satisfy in any materggpect any covenant, condition or agreement t@bwtied with or satisfied by it hereund
provided, however, that the delivery of any notice pursuant to téstion 9.03 shall not limit or otherwise affeat tliemedies available
hereunder to the party receiving such notice.

(b) The Seller shall give prompt notioéPurchaser and Purchaser shall give prompt ntitittee Seller of (i) any notice or other
communication from any Person alleging that theraygd or consent of such Person or Governmentahéitly is or may be required
in connection with this Agreement or any other Bation Document or the transactions contemplateeldy and thereby, (ii) any
notice or other communication from any GovernmeAtaghority in connection with this Agreement or tihensactions contemplated
hereby, (iii) any litigation, relating to or invahg or otherwise affecting such party that relatethis Agreement, any other Transac
Document or EMG or EMG'’s business, or (iv) any fastent, change, development, circumstance, conditi effect that is likely to
delay or impede the ability of such party to conmate the transactions contemplated by this Agreeorathe Transaction
Documents

(c) The Seller shall give prompt notioePurchaser of any event that may result in a nadtedverse effect on EMG, of its
business or prospects, any fact, event, change]amwent, circumstance, condition or effect thatid@easonably be expected to hi
a material adverse effect on the EN

(d) All undertakings of Seller and Phaser under Sections 9.03(a) — (c) above are linitevents, facts, circumstances, etc.
which are known to them and which are not genekallywn as part of the public doma

(e) The Seller shall use its best ¢fftw obtain all of the Approvals required to canstate the transactions contemplated by
this Agreement, including, without limitation, trelsted on Section 2.04 of the Disclosure Le

9.05 _ Other Agreement®@/ithout limiting the Option set forth in ArticIl hereof, Purchaser and Seller hereby agree anfirm tha
upon closing of the purchase and sale of the NeweEWares pursuant to this Agreement, all the pi@visof the Omnibus Agreement (otl
than Article IIl, Section 4.5, 5.1 and Article \Hdreto) are hereby terminated.

9.06 _Public Announcementollowing the execution of this Agreement andptb the Closing, the Seller and Purchaser shall
mutually agree on the form and timing of an inif@ht press release to be issued regarding threé&gent. Purchaser and the Seller shall
consult with and obtain the approval of the othemtypbefore issuing any press release or othelipahhouncement with respect to this
Agreement and the transactions contemplated henethghall not issue any such press release priardio consultation and approval, except
as may be required by Law or the regulations ofrmatjonal securities exchange or national automatedation system, in which case the
party proposing to issue such press release or swdtepublic announcement shall use its best sfforconsult in good faith with the other
party before issuing any such press release ormgaliy such public announcement. Following the iGtnPurchaser may make public
statements or disclosures as it shall determiiits gole discretion.
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ARTICLE X
TERMINATION

10.01 _ TerminationThis Agreement may be terminated at any timerpgadhe Closing:

(a) by the mutual written consent ofdharser, on the one hand, and Seller, on the otet;

(b) by either Purchaser, on the one hand Seller, on the other hand, without liabitty the part of the terminating party for
terminating this Agreement (provided that the tewating party is not otherwise in default or in lmte&f this Agreement), if the
Closing has not occurred on or before August 186Z0r any reason, including the failure to obtdie Approvals

(c) by either Purchaser, on the one hand Seller, on the other hand, without liabibity the part of the terminating party for
terminating this Agreement (provided that the terating party is not otherwise in default or in lmte®f this Agreement), if Seller or
Purchaser, as the case may be, shall (i) fail topm in any material respect its agreements capthherein required to be performed
prior to the Closing Date or (ii) materially breaaty of its representations or warranties or comeneontained herein, and such fail
or breach is not cured within 20 days of delivefyatten notice thereof

10.02 _ Effect of Terminatiomermination of this Agreement pursuant to thisidke X shall terminate all obligations of the pest
hereunder, except for the obligations under SedtibA3; providedhat termination pursuant to Section 10.1(b) ors{@ll not relieve the
defaulting or breaching party from any liabilityttee other party hereto.

ARTICLE XI
MISCELLANEOUS

11.01 _ NoticesAll notices, requests and other communicationsimeder must be in writing and will be deemed teehiaeen duly
given (i) upon receipt if delivered personally griederal Express or other overnight courier serwic(ii) five days after mailing, first class,
postage prepaid, return receipt requested, todhéep as follows: (a) if to Purchaser, to Merhaapal Energy Limited, c/o Ampal-American
Israel Corporation, 111 Arlozorov Street, Tel AGR2098 Israel, Attention: Yoram Firon, Facsimile:293-6080101; (b) if to Seller, to
Merhav (m.n.f) Ltd., 33 Havatzelet Hasharon Strelet;zlia, Israel, Attention: Mr. Yossef Maiman aiid. Leo Malamud, Facsimile:+972-9-
9501733; with copy to: M. Firon & Co., 16 Abba KilISt.,, Ramat Gan Israel, Attention: Adv. EldacoRiand Adv. Nimrod Bashan,
facsimile: +972-3-7540011 or, in any case to subtlermaddress as a party may determine by deliviemptice pursuant to this Section 11.01.

11.02 _ Entire Agreemernithis Agreement (together with the Disclosure &e#nd the other Transaction Documents) superséddes
prior discussions and agreements between the paviilb respect to the subject matter hereof, amfatos the sole and entire agreement
between the parties hereto with respect to theestibjatter hereof.
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11.03 _Expense&xcept as otherwise expressly provided in thise&gent, whether or not the transactions conteexbla¢reby are
consummated, each party will pay its own costsexmknses, incurred in connection with the negotiatexecution and closing of this
Agreement and the transactions contemplated hefabytransfer taxes on the sale and purchase dEM@ Shares shall be borne by Seller.

11.04 _WaiverAny term or condition of this Agreement may bewed at any time by the party that is entitledie benefit thereof,
but no such waiver shall be effective unless sghfim a written instrument duly executed by orb@half of the party waiving such term or
condition. No waiver by any party of any term ondition of this Agreement, in any one or more insts, shall be deemed to be or const
as a waiver of the same or any other term or cmmddf this Agreement on any future occasion. &lhedies, either under this Agreement or
by law or otherwise afforded, will be cumulativedamot alternative.

11.05 _Amendmenfhis Agreement may be amended, supplemented difistbonly by a written instrument duly executeddr on
behalf of each party hereto.

11.06 _Governing LawThis Agreement shall be governed by and constiiedcordance with the laws of the State of Isnaghout
giving effect to the conflicts of laws principldsereof. Each of the parties hereto hereby irrevigcatd unconditionally consents to submit to
the exclusive jurisdiction of the courts of thet8taf Israel, in each case located in the Tel Avilaffa district, for any litigation arising out of
or relating to this Agreement and the transactmmemplated hereby (and agrees not to commencktigayion relating thereto except in
such courts). Each of the parties hereto herebyaably and unconditionally waives any objectiothie laying of venue of any litigation
arising out of this Agreement or the transactiomstemplated hereby in the courts of the Stateraklsin each case located in the Tel Aviv —
Jaffa district, and hereby further irrevocably aimtonditionally waives and agrees not to pleadaintin any such court that any such
litigation brought in any such court has been bhttig an inconvenient forum.

11.07 _Rights Under This Agreement; Masignability. This Agreement shall bind and inure to the berméfihe parties to this
Agreement and their respective heirs, legal repitasiges, successors and permitted assigns, blinshde assignable by any party without
the prior written consent of the other partiesvated, however, that each Party may assign this Agreement toféiliafe. Nothing containe:
in this Agreement is intended to confer upon amg®eg other than the parties to this Agreementtheitl respective successors and permitted
assigns, any rights, remedies, obligations orlit&s under or by reason of this Agreement.
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11.08 _Headings; References to Sectidinme headings of the Sections, paragraphs andsadpaphs of this Agreement are solely for
convenience of reference and shall not limit oeotfise affect the meaning of any of the terms owisions of this Agreement. The
references in this Agreement to Sections, unldssrofse indicated, are references to sectionsigfthreement.

11.09 _ Counterpart3his Agreement may be executed in any numbeowofiterparts, each of which will be deemed an oailgibut all
of which together will constitute one and the sans¢érument.
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IN WITNESS WHEREOF, this Agreement has beely executed and delivered by the parties heastof the date first above written.

MERHAV (M.N.F.) LIMITED

By: /s/ Yosef A. Maiman

Yosef A. Maiman
Director

MERHAV AMPAL ENERGY LIMITED

By: /s/ Jack Bigio

Jack Bigio
Chief Executive Office

By: /s/ Irit Eluz

Irit Eluz
Chief Financial Office- SVP
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Appendix A
DEFINITIONS

“ Affiliate ” means (a) with respect to any Person (other #maimdividual), a person that directly or indirgcthrough one or more
intermediaries, controls, is controlled by, or i&lar common control with, such person, where “adhtneans the possession, directly or
indirectly, of the power to direct or cause theediion of the management policies of a Person, lvengéhrough the ownership of voting
securities, by contract, as trustee or executosttogrwise and (b) with respect to any individaay relative or spouse of such Person, or any
relative of such spouse, who has the same homecasPerson..

“ Ampal " shall have the meaning set forth in Section 1ap2(

“

Ampal Advisor” shall have the meaning set forth in Section 2.05.

“

Ampal Stock” shall have the meaning set forth in Section 1ap2(

pprovals” shall have the meaning set forth in Section 2.04.

“ Beneficial Interest Transfer Instrumeritshall have the meaning set forth in Section 1.04.

“ Board” shall have the meaning set forth in Section 2oP2(

“ Business Day shall mean any day that is not a Saturday, Sundather day on which banks are required or autledrizy Law to be close
in New York City on Israel.

“ Cash Consideratiohishall have the meaning set forth in Section 1ap2(

“ Closing Date” shall have the meaning set forth in Section 1ap3(
“ Closing” shall have the meaning set forth in Section 1ap3(
“ Data RoonT’ shall have the meaning set forth in Section 2.06.

“ Deadline” shall have the meaning set forth in Section 1ap.3(

“ Disclosure Lettef shall have the meaning set forth in Section 1.04.

“ Due Diligence Reportshall have the meaning set forth in Section 2.06.
“ EMG " shall have the meaning set forth in the Recitals.

“ EMG Organizational Documentsmeans (i) the Decree of the General Authority farelstment and Free Zones No. 1020 of 2000 Rege
Authorization for the Establishment of East Med#é@ean Gas Company an Egyptian Joint Stock Compaagrding to the Special Free
Zones System, as amended from time to time, @)Statutes of East Mediterranean Gas Company aptigagyJoint Stock Company
According to the Special Free Zones System, as detefiom time to time and (iii) any other documeninstrument relating to the formati
or governance of EMG.




“ EMG Stock” shall have the meaning set forth in the Recitals.

“

Financing” shall mean any transaction, action, public angfdrate offering and/or issuance of debentureasnyfkind, in which funds are
raised other than from an entity’s shareholders.

“ General Investment Authorifymeans the Egyptian General Authority for Investingnd Free Zones.

“ Governmental Authority means any governmental agency or authority olthied States, Israel, Egypt or any other couhaiying
jurisdiction over Purchaser, Seller or EMG, or @oitical subdivision or agency thereof, and in@adny authority having governmenta
guasi-governmental powers, including any adminiisteeagency or commission.

“ GSE” shall have the meaning set forth in Section 2.05.

“ Indemnified Party’ shall have the meaning set forth in 6.03.

“ Initial Shares’ shall have the meaning set forth in the Recitals.

“Law " means all laws, statutes, ordinances, directikeglations and similar mandates of any Governaiéithority, including all orders
of courts having the effect of law in each juriddin.

“ Liens ” shall have the meaning set forth in Section 2op2(

“ Material Adverse Effect shall have the meaning set forth in Section 2.06.

“ Merhav Share$ shall have the meaning set forth in Section 1bP2(
“ NDA Agreement’ means the letter agreement, between Seller an@ Ehated June 12, 2006.
“ Net Profit” shall have the meaning set forth in Section ZbR3(

“New EMG Share$ shall have the meaning set forth in the Recitals.

“Nominee Agreemeritmeans the Nominee Agreement, dated as of Deceii2805, between Seller and Purchaser.

“ Omnibus Agreemeritshall have the meaning set forth in the Recitals.

“ Option Purchase Priceshall have the meaning set forth in Section 7.01.

“ Option Purchase Priceshall have the meaning set forth in Section 7.01.

“ Option Shares shall have the meaning set forth in Section 7.01.

“ Per Share Purchase Pritshall have the meaning set forth in Section X19)2.
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“ Person” means any individual, corporation, partnershggsaiation, trust, unincorporated organizationitéioh liability company, other
entity or group.

“ Pledge Documentsshall have the meaning set forth in Section 1.04.

“ Purchase Pricéshall have the meaning set forth in Section 1.02.

“ Purchaser Approvdl shall have the meaning set forth in Section 3.03.

“ Purchaser Indemniteésshall have the meaning set forth in 6.02(a).

“ Shareholders Agreemehshall have the meaning set forth in Section 1.05.

“ Stock Consideratiofi shall have the meaning set forth in Section 1.02.

“ Third Party Per Share Purchase Pfighall have the meaning set forth in Section 1§2.

“ Transaction Documentsshall have the meaning set forth in Section 2.01.

“ Transfer” shall have the meaning set forth in Section 1bP2(

“ Transfer Instrument$shall have the meaning set forth in Section 1.05.

“ Valuation Date” shall have the meaning set forth in Section 1.02.

“ Valuation Reports shall have the meaning set forth in Section 2.05.

“

Y.M. Noy " shall have the meaning set forth in Section 1.04.




Exhibit 99.1
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FOR: AMPAL -AMERICAN ISRAEL CORPORATION
CONTACT: Irit Eluz

CFO- SVP Finance & Treasur:

1 866 447 863

irit@ampal.corr

FOR: KM/KCSA Investor Relation:

CONTACT: Roni Gavrielov
011-972-3-51€-7620
roni@kimr-ir.co.il

Ampal-American Israel Corporation
Acquires Additional Interest in
EastMediterranean Gas

TEL AVIV, Israel, August 2, 2006 — Ampal-American Israel Corporation (Nasdag:AMPhhaunced today that a wholly-owned subsidiary
of the Company has acquired additional shares sf Maditerranean Gas Company (“EMG”) from MerhaWMr. Ltd. (“Merhav”).

EMG is an Egyptian joint stock company which hasrbgiven the right to export natural gas from Egppsrael and other locations in the
East Mediterranean basin via an underwater pip€lihe pipeline, which EMG expects to be completedrd) the first quarter of 2008, will
run from El-Arish, Egypt to Ashkelon, Israel.

Under the terms of the transaction, the Companyieed) the beneficial ownership of 4.6% of the catsling shares of EMG'’s capital stock.
The purchase price for the shares was $100 milibmhich, $50 million was paid in cash and theabak is to be paid in 10,248,002 shares
of the Companys Class A Stock. The issuance of the shares o6@l&Stock is subject to the approval of the shddsrs of the Company. /
a result of this transaction, the Company bendlc@avns 6.6% of the total outstanding shares of&@Mdditionally, pursuant to the
Agreement, the Company was granted the right taieeqp to an additional 5.9% of the total outsiagdhares of EMG stock.

Yosef A. Maiman, the Chairman of the Company’s Bloair Directors and the Company’s controlling shaldér, is the sole owner of
Merhav.

The transaction was approved by a special commnuftéiee Board of Directors composed of the Compsunydependent directors. Houlihan
Lokey Howard & Zukin Financial Advisors, Inc. actad financial advisors to the special committee @nodided a fairness opinion to the
special committee.




Of the transaction, Mr Maiman said, “As a firm lee#r in the potential contribution of EMG to theaksli energy market, | am pleased to see
AMPAL increase its holding in this important verguand thus emerge as a central player in the isnaetgy sector.”

“Our investment in EMG enables us to expand Ampail&sence in the energy sector and fits our stateglterm strategy of increasing
Ampal’s exposure to investments in cash generatimypanies in its core areas of expertise” statekl Bagio, President and Chief Executive
Officer of Ampal.

About Ampal

Ampal and its subsidiaries primarily acquire ingsain businesses located in the State of Israthladrare Israetelated. Ampal has diversifie
interests in the following sectors: Energy, RedhEsand Project Development and others. For nmfoermation about Ampal please visit our

web site at www.ampal.com

Certain information in this press release incluidesard-looking statements (within the meaning etton 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange AcB8#) and information relating to the Company thatlzased on the beliefs of management
of the Company as well as assumptions made byrdadhiation currently available to the managemerthefCompany. When used in this
press release, the words “anticipate,” “believestimate,” “expect,” “intend,” “plan,” and simil&xpressions as they relate to the Company
or the management of the Company, identify forwlaaking statements. Such statements reflect theetiviews of the Company with
respect to future events or future financial parfance of the Company, the outcome of which is stilbgecertain risks and other factors
which could cause actual results to differ matgribm those anticipated by the forward-lookingtsiments, including among others, the
economic and political conditions in Israel, theddllie East, including the situation in Iraq, and ghebal business and economic conditions in
the different sectors and markets where the Comipgroytfolio companies operate. Should any of tiedes or uncertainties materialize, or
should underlying assumptions prove incorrect,aatesults or outcome may vary from those descriterdin as anticipated, believed,
estimated, expected, intended or planned. Subseguigten and oral forward-looking statements &titable to the Company or persons
acting on its behalf are expressly qualified inrtle@tirety by the cautionary statements in thisageaph. Please refer to the Company’s
annual, quarterly and periodic reports on file vifte SEC for a more detailed discussion of thesleosimer risks that could cause results to
differ materially.




Exhibit 99.2
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FOR: AMPAL -AMERICAN ISRAEL CORPORATION
CONTACT: Irit Eluz

CFO- SVP Finance & Treasurt

(866) 447 863t

irit@ampal.corr

FOR: KM/KCSA Investor Relation:

CONTACT: Meirav Beeri
011-972-3-51€-7620
meirav@kn-ir.co.il

AMPAL ANNOUNCES CONVERSION OF ITS PREFERRED STOCK

Tel Aviv, Israel, August 1, 2006 -Ampal-American Israel Corporation (NASDAQ:AMPL) ammced today that on July 31, 20086, it
completed the conversion of all outstanding shafés 4% Cumulative Convertible Preferred Stock &Al1/2% Cumulative Convertible
Preferred Stock. Pursuant to the conversion, daaief Ampal's 4% Cumulative Convertible Prefertdck was redeemed for five shares
of its Class A Stock plus an additional $2.58 geare paid in cash and each share of Ampal’s 6-1Z2%aulative Convertible Preferred Stock
was redeemed for three shares of its Class A Stluskan additional $4.09 per share paid in cask.mhndatory conversion was announced
on July 19, 2006, and followed a shareholder vpaving changes to Ampal's Restated Certificattnobrporation which allowed for the
conversion. Following the conversion, the only slasshares Ampal currently has outstanding i€liéss A Stock.

About Ampal

Ampal and its subsidiaries primarily acquire instsein businesses located in the State of Isratbladrare Israetelated. Ampal has diversifie
interests in the following sectors: Energy, ReahEs Project Development and other. For more métion about Ampal please visit our web

site at www.ampal.com




Certain information in this press release incluidesard-looking statements (within the meaning ettton 27A of the Securities Act of 1933
and Section 21E of the Securities Exchange AcB8#) and information relating to the Company thatlzased on the beliefs of management
of the Company as well as assumptions made byrdadhiation currently available to the managemerthefCompany. When used in this
press release, the words “anticipate,” “believestimate,” “expect,” “intend,” “plan,” and similaxpressions as they relate to the Company
or the management of the Company, identify forwlaaking statements. Such statements reflect theestiviews of the Company with
respect to future events or future financial parfance of the Company, the outcome of which is stilbgecertain risks and other factors
which could cause actual results to differ mathritbm those anticipated by the forward-lookingtsments, including among others, the
economic and political conditions in Israel, theddllie East, including the situation in Iraq, and ghebal business and economic conditions in
the different sectors and markets where the Comipgroytfolio companies operate. Should any of tirédes or uncertainties materialize, or
should underlying assumptions prove incorrect,aatsults or outcome may vary from those descriterdin as anticipated, believed,
estimated, expected, intended or planned. Subseguitten and oral forward-looking statements &titable to the Company or persons
acting on its behalf are expressly qualified inrtle@tirety by the cautionary statements in thisageaph. Please refer to the Company’s
annual, quarterly and periodic reports on file vifte SEC for a more detailed discussion of thesleosimer risks that could cause results to
differ materially.




