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AMPAL-AMERICAN ISRAEL CORPORATION
111 ARLOZOROV STREET
TEL AVIV, ISRAEL 62098

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON SEPTEMBER 19, 2006

Dear Shareholder:

You are cordially invited to attend the aahmeeting (the “Annual Meeting”) of the shareleklof Ampal-American Israel Corporation
(the “Company” or “Ampal”) which will be held at ¢hoffices of Bryan Cave LLP, 1290 Avenue of the Aicas, 35" floor, New York, NY
10104, on September 19, 2006, at 10:00 a.m., tonal to consider and act upon the following matter

1. To elect eight (8) directors to the Board afelbtors of the Company to hold office for one ygams and until their respective
successors shall be elected and qualit

2. To ratify the appointment of Kesselman & Kéissm, a member firm of PricewaterhouseCoopersnaténal Limited, as the
independent registered public accounting firm ef @ompany for the fiscal year ending December 8062

3. To approve the proposed issuance of 10,24&b8&s of Class A Stock of the Company to Mernaw {.) Ltd. (“Merhav”) in
connection with the Company’s purchase from Menbiaa portion of its interest in East Mediterranézas Co. S.A.E., an

Egyptian joint stock company; ai
4. To transact such other business as may properlg tmfore said meeting or any adjournment(s) omoostment(s) therec

Information regarding the matters to beedaipon at the Annual Meeting is contained in tt@epanying Proxy Statement.

The Board of Directors of the Company hasd the close of business on August 23, 2006 e@sdbord date for determining the
shareholders entitled to notice of, and to votéhat Annual Meeting or any adjournment(s) or posgmoent(s) thereof.

Please vote, date, sign and mail the eadl®soxy in the return envelope. You will not ngedtage if you mail it from within the United
States. A prompt response will be helpful and agipted.

By Order of the Board of Directors,

JACK BIGIO
President and Chief Executive Offic

Tel Aviv, Israel
August 29, 2006




YOUR VOTE IS IMPORTANT. PLEASE VOTE, DATE, SIGN AND MAIL PROMPTLY THE ENCLOSED PROXY, FOR
WHICH A RETURN ENVELOPE IS PROVIDED, EVEN IF YOU PL AN TO ATTEND THE ANNUAL MEETING. NO POSTAGE
IS REQUIRED IF MAILED IN THE UNITED STATES.




AMPAL-AMERICAN ISRAEL CORPORATION

PROXY STATEMENT
for
ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON SEPTEMBER 19, 2006

This Proxy Statement is being furnishethsholders of Class A Stock, par value $1.00 pares(the “Class A Stock”), of Ampal-
American Israel Corporation (the “Company” or “Antipan connection with the solicitation of proxidy the Board of Directors (the “Board”
or “Board of Directors”) for use at the annual niegf the shareholders of the Company to be hel8eptember 19, 2006, and at any
adjournment(s) or postponement(s) thereof (the thahiMeeting”). The mailing address of our principakcutive office is 111 Arlozorov
Street, Tel Aviv, Israel 62098. This Proxy Statetreamd enclosed proxy card are first being mailethéoshareholders of the Company ent
to vote at the Annual Meeting on or about AugustZ6. In an effort to present the informationta@med in this Proxy Statement in a clear
manner, the Company has decided to use a questibarswer format.

Q: What am | voting on?

Election of Ampal’s eight directors for epear terms, ratification of the appointment of E&lsnan & Kesselman, a member firm of
PricewaterhouseCoopers International Limited (“éssn & Kesselman”), as the independent registpufdic accounting firm of the
Company for the fiscal year ending December 3162860d the approval of the proposed issuance @480002 shares of Class A Stock of
the Company to Merhav (m.n.f.) Ltd. (“Merhav”) iormection with the Company'’s purchase from Merhiaa portion of its interest in East
Mediterranean Gas Co. S.A.E., an Egyptian jointlstompany (‘EMG”).

Q: Who is entitled to vote?

Holders of the Class A Stock as of the &loEbusiness on August 23, 2006 (the “Record Dateg entitled to notice of, and to vote at,
the Annual Meeting. As of the Record Date, the Canyphad 22,212,933 shares of Class A Stock outistgufexcluding treasury shares).
Each shareholder is entitled to one vote for e&elnesof Class A Stock held on the Record Date.dlass A Stock does not have cumulative
voting rights.

Q: How can | get a copy of Ampé’'s annual report on Form 1(-K?

Upon request, the Company will provide hwiit charge to any shareholder entitled to votee®innual Meeting, a copy of Ampal’s
annual report on Form 10-K to the Securities anchBrge Commission (the “SEC”) for the fiscal yemdedd December 31, 2005. Such
request should be made to the Secretary of the @oyngat the address shown on the accompanying Nafti@anual Meeting of Shareholde
The Company’s annual report on Form 10-K, as weltsother filings with the SEC, are available tfia Internet at the Company’s website
at http://www.ampal.com and at the SEC’s websitattgt//www.sec.gov.




Q: How can | review Ampal's financial statements for he fiscal year ended December 31, 200

A copy of Ampal’s 2005 annual report oniiRak0-K containing the Company’s audited financtateaments for the fiscal year ended
December 31, 2005 has been mailed with this Praéage®ent to all holders of Class A Stock entitieddte at the Annual Meeting on or
about August 29, 2006.

Q: Who are the principal shareholders of Ampal and howwill they vote?

As of the Record Date, Y.M. Noy Investmeris. (“Noy”) was the holder of approximately 52.986the outstanding Class A Stock.
Noy is the only holder of more than 5% of the ClasStock known to the Company. (See page 18 forendetails regarding the princi
shareholders.) Noy has advised the Company thall ¥ote in favor of the Board’s slate of nomindes directors, in favor of the ratification
of the appointment of Kesselman & Kesselman asnitiependent registered public accounting firm ef @ompany for the fiscal year ending
December 31, 2006 and in favor of the approvahefroposed issuance of 10,248,002 shares of ass @ Stock.

Q: Who is bearing the cost of preparing this Proxy Stement?

The cost of preparing, assembling and m@ilhe Notice of Annual Meeting of Shareholderss Broxy Statement and the proxy card is
being borne by the Company. The Company will aésmburse brokers who are holders of record of shaf¢he Company for their expen:
in forwarding proxies and proxy soliciting materialthe beneficial owners of the shares held bynthe

Q. Besides shareholders, who else will attend the AnalMeeting?

Some of the directors of Ampal, senior nggamaent of Ampal and representatives of Mellon limeServices, the Company'’s transfer
agent, will be present at the Annual Meeting. Aidaially, representatives of Kesselman & Kesselmdrmgm the Audit Committee has
appointed to be its independent registered pubtouanting firm for the fiscal year ending DecemBg&y 2006, are expected to be present and
will have an opportunity to make a statement ifjtdesire to do so and will be available to respmnappropriate questions from shareholc

Q: What constitutes a quorum?

The holders of record of one-third of thestanding Class A Stock entitled to vote at angting of shareholders shall constitute a
quorum for the Annual Meeting. A quorum of sharé€lass A Stock outstanding (excluding treasurya$iaas of the Record Date therefore
equals 7,404,645 shares of Class A Stock. All vatiie tabulated by the inspector of electionpaipted for the meeting. The inspector of
elections will also determine whether or not a guois present. Votes for and against, abstentinds'laroker non-votes” will each be
counted as present for purposes of determiningtbsence of a quorum.

Q: How do | vote using the proxy?

Sign your name exactly as it appears irptioey, and return it in the enclosed prepaid espel IF YOU SIGN YOUR PROXY BUT D
NOT INDICATE YOUR VOTING PREFERENCES, YOUR VOTE WILBE COUNTED FOR ALL OF THE BOARI'S NOMINEES FOR
DIRECTORS, THE RATIFICATION OF THE COMPANY'S INDERMDENT REGISTERED PUBLIC ACCOUNTING FIRM AND THE
APPROVAL OF THE PROPOSED ISSUANCE OF 10,248,002 &S OF OUR CLASS A STOCK. THE PROXIES, IN THEIR
DISCRETION, ARE AUTHORIZED TO VOTE UPON ANY OTHER MTTERS THAT MAY PROPERLY COME BEFORE THE
ANNUAL MEETING OR ANY ADJOURNMENT(S) OR POSTPONEMENS) THEREOF.
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Q: May | revoke my proxy?

A proxy may be revoked at any time befdiie exercised at the Annual Meeting by notifyihg Company’s Secretary in writing or by
returning a later-dated proxy. You may also reveder proxy by voting in person at the meeting (@lthh your attendance at the Annual
Meeting will not in and of itself constitute revaiza of a proxy).

Q: How many votes are needed for the election of a dictor?

The election of a nominee director requagdurality of the votes cast by the holders @frsls present in person or represented by proxy
at the Annual Meeting. Proxies cannot be votedfgreater number of persons than the number ofmemsilisted in the Proxy Statement.
The Board of Directors of Ampal unanimously recomuigethe election of the following persons to thelloof Directors: Yosef A. Maiman,
Jack Bigio, Leo Malamud, Dr. Joseph Yerushalmi,\limrod Novik, Yehuda Karni, Eitan Haber and Menmahdorag. Set forth below in
this Proxy Statement is information about each memj including biographical data for at least tw five years.

Q: How many votes are needed for the ratification bthe appointment of Kesselman & Kesselman as thedependent registered
public accounting firm of the Company for the fiscayear ending December 31, 200€

The ratification of the appointment of Kelssan & Kesselman as the independent registerelicmdrounting firm of the Company for
the fiscal year ending December 31, 2006 requirgsrality of the votes cast by the holders of slsgsresent in person or represented by
proxy at the Annual Meeting. The Board of Directof Ampal unanimously recommends the ratificatiomhe appointment of Kesselman &
Kesselman as the Company'’s independent registetadic@mccounting firm for the fiscal year endingdeenber 31, 2006.

Q: How many votes are needed for the approval of ghproposed issuance of 10,248,002 shares of our&l& Stock to Merhav in
connection with the Company’s purchase from Merhawf a portion of its interest in EMG?

The approval of the proposed issuance #48)002 shares of our Class A Stock to Merhavirega majority of the votes cast on the
proposal by the holders of shares present in pasogpresented by proxy at the Annual Meeting. Bbard of Directors of Ampal
unanimously recommends that shareholders apprareissuance.

Q: How will abstentions and broker nor-votes be treated with respect to the proposals teebvoted upon at the Annual Meeting”

With respect to the proposals regardingetiietion of directors and the ratification of #igpointment of the Company’s independent
registered public accounting firm, abstentions laraker non-votes (i.e., shares held by a brokewoninee which are represented at the
Annual Meeting, but with respect to which the broenominee is not empowered to vote on a padiculatter) will have no effect on the
outcome of these proposals. With respect to thpqmal regarding the proposed issuance of 10,24&0&2s of our Class A Stock to
Merhav, abstentions will have the same practidalctfas a negative vote but broker non-votes wailllve counted for any purpose in
determining whether the proposal has been approved.




Q: Will any other matters be brought before the AnnualMeeting?

Management does not presently know of ahgramatters which will be brought before the Anindaeting. If, however, other matters
requiring the vote of the shareholders, not nowkmor contemplated, do properly come before thetimg®r any adjournment or
postponement thereof, it is the intention of thespes named in the proxy to vote the proxies hglthbm in accordance with their judgment
in such matters.

THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO THE N OMINEES FOR
ELECTION TO THE BOARD OF DIRECTORS

Q: How many directors does Ampal have?

The Company’s By-Laws provide that the enBoard shall be constituted of not less tharetlared not more than 29 persons, with the
actual number serving set by the Board. In conanatiith the nomination of the persons listed betowhe Board of Directors, the Board set
the number of directors at eight. The Board recominedhat the shareholders elect the eight persmmsnated by the Board.

Q: Who recommended the Compan’s slate of nominees
All of the nominees for directors were noated by the Board and recommended by management.
Q: Who are the Boarc's nominees for directors”

The following is a description of each loé nominees for director setting forth their aglesir principal occupations and employment
during the past five years and their tenure orBthard.

Name Age Position with Ampal Director Since

Yosef A. Maimar 60 Chairman of the Board ar 2002
Director

Jack Bigio 40 President, Chief Executi\ 2002
Officer and Directo

Leo Malamuc 54 Director 2002

Dr. Joseph Yerushalr 68 Director 2002

Dr. Nimrod Novik 60 Nominee for Directo N/A

Yehuda Karn 77 Director 2002

Eitan Habe 66 Director 2002

Menahem Moray 55 Director 2004
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YOSEF A. MAIMAN, 60, has been the Chairnwdrthe Board of Ampal since April 25, 2002. Mr. M&n has been President and Chief
Executive Officer of Merhav, one of the largestimtational project development companies basesrael, since its founding in 1975. Mr.
Maiman is also the Chairman of the Board of Direxctaf Channel Ten, a commercial television statiotsrael, a director of Eltek, Ltd.
(“Eltek”), a developer and manufacturer of printéatuit boards, a member of the Board of Directufrthe Middle East Task Force of the
New York Council on Foreign Relations and Honor@gnsul to Israel from Peru. Mr. Maiman is also memiif the Board of Trustees of t
Tel Aviv University, Chairman of the Israeli Boanfithe Jaffee Center for Strategic Studies at TV AJniversity and the Chairman of the
Board of Trustees of the International Policy lngé for Counter Terrorism. Mr. Maiman receivedA i Economics from the University of
Texas El Paso and a MA in Economics from Cornelversity.

JACK BIGIO, 40, has been the President@higtf Executive Officer of Ampal since April 25, @®, and a director of Ampal since
March 6, 2002. From 1996 until April 2002, Mr. Bigéerved as Senior Vice President — Operationd-arahce. Mr. Bigio is also a director
of Eltek, a member of the Board of Israel-Ameridaa@ber of Commerce & Industry and a member of YdRresidents’ Organization.

LEO MALAMUD, 54, has been a director of Aalfsince March 6, 2002. Since 1995, Mr. Malamu8esior Vice President of Merhav.
Mr. Malamud is also a director of Eltek.

Dr. JOSEPH YERUSHALMI, 68, has been SeNfime President — Head of Energy and InfrastrucRmgjects of Merhav since 1995.
He has been a director of Ampal since August 16220

Dr. NIMROD NOVIK, 60, has been Senior Vieeesident of Merhav since 1995, responsible fordiéidcast projects (including the
MIDOR petroleum refinery in Egypt and the curreM@& project for the export of Egyptian natural gasdrael) as well as for corporate and
government relations. He is a member of the boAEMG and of Channel 10 News Corp. Mr. Novik isavisor to the Israeli National
Security Council as well as to several memberfefi$raeli cabinet, and a former Special Ambassafithre State of Israel as well as Chief
Advisor on Foreign Policy to Israel’s Prime Minisend Minister of Foreign Affairs.

YEHUDA KARNI, 77, was a senior partner fretlaw firm of Firon Karni Sarov & Firon, from 19@htil his retirement in 2000. He has
been a director of Ampal since August 16, 2002.

EITAN HABER, 66, was the Head of Bureauttoe former Prime Minister of Israel, Yitzhak Rajirom July 1992 until November
1995. Since 1996, Mr. Haber has been the Presaheh€EO of Geopol Ltd., which represents the Korarglomerate Samsung Aircraft ¢
Industries in Israel and the Middle East. Sincel20r. Haber also has served as CEO of Kavim laghroduction and project development
company. Mr. Haber is a member of the Board of @oes of Africa Israel Ltd. and “Israel Experien€e.” He has been a director of Ampal
since August 16, 2002.

MENAHEM MORAG, 55, has been a director ahpal since January 27, 2004. From 1996 to 1999Mrag was the Head of Finance
and Budget at the Israeli Prime Minister’s offioeTiel Aviv. From 1999 to 2001, Mr. Morag was then@oller and Ombudsman at the Israeli
Prime Minister’s office in Tel Aviv. From 2001 t®@3, Mr. Morag was the Head of Human Resources Dapat at the Israeli Prime
Minister’s office in Tel Aviv. From 2003 until 200&Ar. Morag served as the Head of the Council efPensioners Association of the Israel
Prime Minister’s office in Tel Aviv. Mr. Morag haadso served as a director in Palram Industrieses2@®4, and from 2005 till 2006 he was
the CEO of Keren-Shemesh Foundation for the Engaument of Young Entrepreneurs Today. Since Jun6,200 Morag has served as a
Deputy General Manager —Head of Resources Divisidgnion Bank of Israel Ltd.
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Q: What happens if a nominee becomes unavailable fotegtion?

In case any nominee should become unavaifabelection to the Board for any reason, thespes named in the proxy will have
discretionary authority in that instance to vote finoxies for a substitute.

Q: How long will each director serve?
Each director will serve for a term of grear and until his successor shall be elected aatifigd.
Q: What type of compensation do directors receive?

Directors of Ampal (other than Mr. MaimamdaMr. Bigio) received $1,500 per Board meetingradied. Mr. Maiman receives $2,000
Board meetings attended and Mr. Bigio does notiveaempensation for Board meetings attended. Birs®f Ampal (other than Mr. Karr
Mr. Haber, Mr. Morag) also receive the same amémmattendance at meetings of committees of thedqaovided that such committee
meetings are on separate days and on a day o#retitl day of a regularly scheduled Board meeting.

Mr. Karni, who serves as Chairman of thea Committee, the Audit Committee and the Consption Committee, and as a member
of the Executive Committee, received $1,500 fohezmmmittee meeting attended during the fiscal geailed December 31, 2005. Beginning
with the fiscal year ending December 31, 2006, K&mni will receive $30,000 per year for attendaateall meetings of committees of the
Board.

Mr. Haber and Mr. Morag, each of whom serer the Special Committee, the Audit Committee thedCompensation Committee,
received $1,500 for each committee meeting atteddeidg the fiscal year ended December 31, 2006irBéng with the fiscal year ending
December 31, 2006, Mr. Haber and Mr. Morag, wilaiee $20,000 per year for attendance at all mgetafi committees of the Board. The
compensation of the members of the Special Comenittehe Board is set forth below on page 11.

On August 16, 2002, each of Yehuda Kari Bitan Haber, each of whom is a non-employee tirexf the Company, were issued
15,000 options under the 2000 Plan (as hereindéfimed) to purchase shares of Class A Stock o€thrapany at an exercise price of $3.12
per share, the closing price of the Class A Stacteported on the Nasdaq Global Market (“Nasdagjhe date of issuance.

On August 16, 2002, Dr. Joseph Yerushahdilaeo Malamud, each of whom is a non-employeectireof the Company, were issued
100,000 and 150,000 options, respectively, unde600 Plan to purchase shares of Class A Stottledfompany at an exercise price of
$3.12 per share, the closing price of the Clas$o&lSas reported on Nasdaq on the date of issuance.

On March 24, 2004, Menahem Morag, whoneaemployee director of the Company, was issued 150p@idns under the 2000 Plan
purchase shares of Class A Stock of the Compaay aekercise price of $3.13 per share, the closiivg pf the Class A Stock as reported on
Nasdaq on the date of issuar

On October 28, 2004, Mr. Bigio was grar28@,000 options pursuant to the 2000 Plan to pseckhares of Class A Stock of the
Company at an exercise price of $3.50 per shaes;ltsing price of the Class A Stock as reportetlasdaq on the date of issuance.

On October 10, 2005, each of Yehuda K&itgn Haber and Menahem Morag, each of whom isnaemaployee director of the
Company, were issued 45,000 options under the P00 (as hereinafter defined) to purchase shar€$ask A Stock of the Company at an
exercise price of $3.69 per share, the closingeprfahe Class A Stock as reported on the Nasdaheodate of issuance.
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Q: Does the Company have directors and officer liabily insurance?

Yes. Effective January 29, 2006, the Compgaurchased directors and officers liability padigiin the aggregate amount of $35,000,000
($10,000,000 of which is for the sole benefit akdiors and officers in the event that indemnifaaby the Company is unavailable to such
individuals) issued by XL Specialty Insurance Compalhe cost of the policies, which expire Janugy2007, was $601,000.

Q: Does the Board of Directors have any committees

Yes. The Board of Directors has the follogvstanding committees: Audit Committee, Execu@eenmittee and Stock Option and
Compensation Committee. The Board will elect newniers to the committees following the Annual Megtifihe current members,
activities and functions of the various committaes set forth below.

Because Noy owns more than 50% of the gqtiower of the Company, the Company is deemed t'entrolled company” under the
rules of Nasdag. As a result, the Company is exdrapt the Nasdagq rules that require listed compatdehave (i) a majority of independent
directors on the Board, (ii) a compensation conmeritind nominating committee composed solely ofdeddent directors, (iii) the
compensation of executive officers determined hyagority of independent directors or a compensatimmmittee composed solely of
independent directors and (iv) a majority of théependent directors or a nominating committee camgpaolely of independent directors
elect or recommend director nominees for selediipthe Board.

Code of Business Conduct and Ethics

The Company has adopted a (i) Code of Etlsicthe Company’s Senior Financial Officers aiijdGode of Conduct applicable to all of
the Company’s employees and directors. These ar@edesigned to both insure that the Company’sibssiis conducted in a consistently
legal and ethical manner, and address specifisararofessional conduct, including conflicts wfferest, fair dealing and the strict adherence
to all laws and regulations applicable to the canadd the Company’s business. Copies of the Comga@gde of Ethics for Senior Financial
Officers and Code of Conduct are available on tam@any’s website at www.ampal.com.

Communications Between Shareholders and the Board ®irectors

Shareholders and other interested perseidgrgy to communicate with the Board should sulamyt communications in writing to the
Company’s Secretary at the following address: Arfgakrican Israel Corporation, 111 Arlozorov Strékg| Aviv, Israel 62098. Any such
communication must state the number of shares lnéalf owned by the shareholder making the comroatidon. The Company’s Secretary
will forward such communication to the Board omty individual director or directors to whom thexeaunication is directed.
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Policy Governing Director Nominations

As stated above, because Noy owns more3@#nof the voting power in the Company, the Conypardeemed to be a “controlled
company” under the Nasdaq rules. Because the Conipan‘controlled company,” the Board has decidetlto establish a separate
nominating committee or implement formal rules tvauld govern director nominations from sharehaddenrd each member of the Board
participates in the consideration of director nopaisy In the event of any vacancy on the Board) tvé event that the Board is to be
expanded, the Board will determine at such timeaghygropriate procedures for filling the vacancydditional position. The Board may
decide at such time to authorize a committee oBth&rd of Directors to conduct the search for actor and to recommend nominations to
the full Board of Directors.

Minimum Qualifications. The Company does not set specific criteria foraoes except to the extent required to meet applickegal,
regulatory and stock exchange requirements, ineydiut not limited to, the independence requireésmiehNasdaqg and the SEC, as
applicable. Nominees for director will be seleatedthe basis of outstanding achievement in suckopés career; board experience; wisdom;
integrity; ability to make independent, analytizggjuiries; understanding of the business envirortreard willingness to devote adequate t
to the Board duties. While the selection of quedifdirectors is a complex and subjective procestsréiyjuires consideration of many
intangible factors, the Board believes that eackottir should have a basic understanding of (ijgipal operational and financial objectives
as well as plans and strategies of the Companye€ults of operations and financial conditiorthef Company and of any significant
subsidiaries and investee companies, and (iiiyelaive standing of the Company, its business seggnand investee companies in relatio
its competitors.

The Board also may consider (i) whetheardadate would be deemed to be “independent” uthaeapplicable laws, rules and
regulations of Nasdaq and the SEC, as applicableyiether the candidate’s existing business comants would interfere with the
candidate’s ability to devote sufficient time t@charge his or her duties as a director and @)rput of Noy, the Company’s majority
shareholder.

Audit Committee

The Audit Committee currently consists ofddrs. Karni, Haber and Morag, each of whom isidagendent director as defined under
the rules of the National Association of Securifie=alers’and the rules promulgated by the SEC. The Boardleégsmined that Mr. Morag
an “audit committee financial expert” for purposéshe rules promulgated by the SEC. The Audit Cdtte® held five meetings and did not
act by written consent during the fiscal year endedember 31, 2005.

The Audit Committee assists the Board lIfilling its responsibility to oversee managemerdtmduct of the Company’s financial
reporting process, including the review of the ficial reports and other financial information pied by the Company to any governmental
or regulatory body, the public or other users thErhe Company’s systems of internal accounting) famancial controls, and the annual
independent audit of the Company’s financial staet®. The Audit Committee also has the duty anparsibility of approving all
transactions between the Company, on the one laaddany officer, director, or affiliate thereof, the other hand, or any transaction in
which any officer, director or affiliate has a nm@éinterest. A full description of the Audit Conittee’s primary responsibilities is contained
in the Audit Committee’s written charter, a copywdfich was filed as Appendix fo the Companyg proxy statement for its annual meetini
shareholders in 2005 and is also available on tiragany’s website at http://www.ampal.com.
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Report of the Audit Committee

To the Board of Directors of Am-American Israel Corporatiol

We have reviewed and discussed with mamagt the Company'’s audited financial statements aad for the year ended
December 31, 200!

We have discussed with Kesselman & Kesaelthe matters required to be discussed by StatemneAuditing Standards No. 61,
Communication with Audit Committees, as amendet

We have received the written disclosaned the letter from Kesselman & Kesselman requisethdependence Standards Board
Standard No. lindependence Discussions with Audit Committees , as amended, and have discussed with them tligipéndence from
the Company and manageme

Based on the reviews and discussionsregf¢o above, we recommended to the Board of Bire¢hat the audited financial
statements referred to above be included in thegaoy s annual report on Form -K for the year ended December 31, 2C

AUDIT COMMITTEE
Yehuda Karni, Chairman
Eitan Haber

Menahem Moray

Executive Committee

The Executive Committee meets as necessdween regularly scheduled meetings of the Boadd eonsistent with certain statutory
limitations, exercises all authority of the Boabuiring the fiscal year ended December 31, 2005E#exutive Committee of the Board was
composed of the following individuals: Jack Bigi®o Malamud, Dr. Joseph Yerushalmi and Yehuda Karni

The Executive Committee held two meetings did not act by written consent during the fisgzdr ended December 31, 2005.
Stock Option and Compensation Committee

The Stock Option and Compensation Commaétirainisters the Compargystock option plans and other option grants aterchénes th
Company'’s policies regarding executive compensafaming the fiscal year ended December 31, 2085 ikmbers of the Stock Option and
Compensation Committee were Yehuda Karni, Eitanddand Menahem Morag. The Stock Option and Compiensaommittee held one
meeting and did not act by written consent durimgftscal year ended December 31, 2005.

Report of the Stock Option and Compensation Commite

The Stock Option and Compensation Coneiistexecutive compensation policy strives to ptexaompensation rewards based
upon both corporate and individual performance &hikintaining a relatively simple compensation paagin order to avoid the
administrative costs which the Stock Option and @ensation Committee believes are inherent in maltpmplex compensation
plans and agreemen




The determination of compensation rarigesxecutive officers reflect a review of salaréesl bonuses for executive officers
holding similar positions in companies of relativebmparable size and orientation. However, in mgkiompensation decisions, the
Stock Option and Compensation Committee remainaizagt of the Board of Directors’responsibilityegahance shareholder value.
The Stock Option and Compensation Committee usilash bonuses, when it feels a bonus is merigesgidoon factors such as an
executive’s individual performance. The Company dnzlable a long-term incentive for executive®ath remain in the employ of

the Company and to strive to maximize shareholdkrevthrough the 1998 Plan (as hereinafter definad)2000 Plan, which aligns
the interests of executives with those of sharedrsl

Determination of Jack Bigio’s compensatis the Company’s Chief Executive Officer for fiseal year ended December 31,
2005 reflects a comparison with chief executivéceff compensation of companies of relatively corapl size and orientation, but
also reflects recognition of Mr. Bigio’s ongoingrtabution to the growth, success and profitabitifthe Company. On August 16,
2002, Mr. Bigio was granted 150,000 options purstathe 2000 Plan to purchase shares of Clas®ék®if the Company at an
exercise price of $3.12 per share, the closingepfahe Class A Stock as reported on Nasdaq odatesof issuance. These options
vest in equal installments of 9,375 shares beggoimNovember 16, 2002 and each three month ars@imethereafter, except that a
portion of the options may vest on an accelerassistupon the achievement of certain performarniterier. On October 28, 2004, Mr.
Bigio was granted 280,000 options pursuant to B@Zlan to purchase shares of Class A Stock dEtdmpany at an exercise price
of $3.50 per share, the closing price of the CRa&tock as reported on Nasdaq on the date of isgudinese options vest in equal
installments of 17,500 shares beginning on Jan2&r2005 and each three month anniversary therehftaegotiating the number of
shares subject to the option grant, the Stock @@itd Compensation Committee took into accounp#st option grants made to ot
executive officers, Mr. Bigio’s rank and responkiigis and Mr. Bigio’s expected contributions t@t@ompany. In addition, the Stock
Option and Compensation Committee sought to proaidignificant incentive for Mr. Bigio to enhandeaseholder value

STOCK OPTION AND COMPENSATION COMMITTEE
Yehuda Karni, Chairman
Eitan Haber

Menahem Mor;

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The current members of the Stock Option @athpensation Committee are Mr. Yehuda Karni, MiafEHaber and Mr. Menahem
Morag, none of whom is an officer or employee anfer officer or employee of the Company or any gliages. During 2005, no executive
officer of the Company served on the Stock Optiod @ompensation Committee, or the Board of Directdranother entity whose executive
officer(s) served on the Company’s Stock Option @athpensation Committee of the Board of Directors.
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Special Committee of the Board

On October 28, 2004, the Board formed acBpE€ommittee of the Board composed of Mr. YehKadani, Mr. Eitan Haber, Mr.
Menahem Morag and Mr. Michael Arnon (prior to heath), each of whom is an independent director.

The Board appointed the Special Commitfdadependent directors to consider alternativeslalile to the Company to maximize
shareholder value. The Special Committee was forimeglsponse to a suggestion from Mr. Yosef A. MaimChairman of the Board and
controlling shareholder, that he is reviewing Hisraatives with regard to his investment in ther(any.

In connection with the formation of thise®ml Committee, the Company entered into an Ind#éeation and Compensation Agreement
with each of Messrs. Karni, Haber and Morag. Insideration for serving as a member of the Speaah@ittee, each of Messrs. Karni,
Haber and Morag shall receive from the Companyeafe$35,000 payable in seven equal monthly imstits beginning on October 28,
2004. In addition, the Company has agreed to indfgrand hold harmless each of Messrs. Karni, Hamer Morag with respect to his service
on, and any matter or transaction considered leySghecial Committee to the fullest extent authari@epermitted by law.

Q: Did all directors attend all of the Board and Commitee meetings in 2005

All directors attended more than 75% ofdlggregate of (1) the total number of meetinghiefBoard held during the fiscal year ended
December 31, 2005 for which such individual wasraatior and (2) the total number of meetings heglédlbcommittees of the Board on
which such individual served in the fiscal yearemh@®ecember 31, 2005 (during the period of suchic®) In total, the Board held seven
regularly scheduled meetings during the fiscal yated December 31, 2005 and acted four times byemwiconsent during the fiscal year
ended December 31, 2005.

Although the Company has no formal polieguiring director attendance at the Company’s AhMesting, the Chief Executive
Officer, who is currently a member of the Boardafectors, and the Chairman of the Board, are kottouraged to attend the Annual
Meeting. The other members of the Board of Direxcame welcome to attend the Annual Meeting. Laat,yene director attended the
Company’s 2005 annual meeting of shareholders.

THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE RATIFICATION OF THE APPOINTMENT OF THE
COMPANY'’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors seeks shareholdiiaation of the Audit Committee’s appointmentkésselman & Kesselman as the
independent registered public accounting firm ef @ompany for the fiscal year ending December 8062The Board has not determined
what action, if any, would be taken should the @mjpeent of Kesselman & Kesselman not be ratifiethatAnnual Meeting.

Q: What were the aggregate fees billed for each tffie last two fiscal years for professional servicagndered by the Company’s
independent registered public accounting firm?

Audit Fees: The fees of Kesselman & Kesselman for professisanlices rendered for the audit of the Companyrsiahfinancial
statements for the fiscal years ended Decembe2h and December 31, 2004 and reviewing the fiahatatements included in the
Company'’s quarterly reports on Form 10-Q were 328 and $267,000, respectively.
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Audit-Related Fees:None.

Tax Fees:Kesselman & Kesselman's tax fees for the fiscatsyeaded December 31, 2005 and December 31, 2@4,$209,000 and
$100,000, respectively.

All Other Fees: Kesselman & Kesselman’s fees for other servicesiieffiscal year ended December 31, 2005 and Desegih 2004,
were $236,000 and $42,800, respectively.

All of the services provided by our pringimccounting firm described above under the captidwudit Fees”, “Tax Fees” andiil Other
Fees” were approved by our Audit Committee. TheiAGdmmittee has determined that the renderingofgssional services described
above by Kesselman & Kesselman is compatible wiimtaining the independent registered public actiogriirm’s independence.

Q: What are the Audit Committee pre-approval policies and procedures?

The Company’s Audit Committee Charter pde that the Audit Committee shall approve in adeaail audit services and all non-audit
services provided by the independent registeretigabcounting firm based on policies and procedweveloped by the Audit Committee
from time to time. The Audit Committee will not apgpe any non-audit services prohibited by applieg®EC regulations or any services in
connection with a transaction initially recommentbgdhe independent registered public accounting,fthe purpose of which may be tax
avoidance and the tax treatment of which may natupported by the Internal Revenue Code and retatpdations.

Our Audit Committee requires that our inelegent registered public accounting firm, in cogjion with our Chief Financial Officer, be
responsible for seeking pre-approval for providsegvices to us and that any request for pre-approuat inform the Audit Committee about
each service to be provided and must provide dasatib the particular service to be provided.

THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE APPROVAL OF THE PROPOSED ISSUANCE OF 10,248,005HARES OF CLASS A
STOCK OF THE COMPANY TO MERHAV IN CONNECTION WITHT HE COMPANY'S
PURCHASE FROM MERHAV OF A PORTION OF ITS INTEREST I N EMG.

Q: Why does the Company want to issue shares of itsd3ls A Stock to Merhav~

On December 1, 2005, Merhav Ampal Energl (tMerhav Ampal Energy”), a wholly-owned subsidiaf the Company, entered into
an agreement (the “First EMG Agreement”) with Merliar the purchase from Merhav of a portion ofiitierest in EMG. Under the terms of
the First EMG Agreement, Merhav Ampal Energy aceplithe beneficial ownership of 1,200 shares of E8Apital stock, representing a
beneficial ownership in EMG for a purchase pric&29,960,000. Additionally, Merhav Ampal Energy vgmanted the exclusive right to
negotiate to acquire a substantial portion of Meihieemaining shares of EMG. Merhav Ampal Energgodias the right for a period of time
to require Merhav to repurchase the EMG interdsé fbregoing summary is qualified in its entiretyreference to the First EMG Agreem
which was filed on March 29, 2006 as Exhibit 1®lthe Company’s annual report on Form 10-K forfibeal year ended December 31,
2005.
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On August 1, 2006, Merhav Ampal Energy exdeénto an agreement (the “Second EMG Agreemaenitt) Merhav for the purchase
from Merhav of an additional portion of its intetr@s EMG. Under the terms of the Second EMG Agrestmeerhav Ampal Energy acquired
the beneficial ownership of 4.6% of the outstandihgres of EMG'’s capital stock. The purchase gac¢he shares was $100 million, of
which $50 million was paid in cash and the remajr$80 million is to be paid in 10,248,002 sharethefCompany’s Class A Stock (based
upon a per share price of $4.879, which was theageeprice for shares of Class A Stock during wel&y period prior to August 1, 2006).
The issuance of such shares of Class A Stock jg&uio the approval of the shareholders of the Gamy as required by the marketplace
rules of the NASDAQ Stock Market.

Pursuant to the Second EMG Agreement, tinehase price for the 4.6% beneficial interest iawndjusted downward should Merhav
sell any of its remaining shares of EMG to a tlpedty purchaser at a purchase price per share kbvaarthe purchase price per share paid by
Merhav Ampal Energy pursuant to the Second EMG Agrent. Additionally, pursuant to the Second EMGe&gnent, Merhav Ampal
Energy was granted the right to acquire up to alitiathal 5.9% of the total outstanding shares of&ktock. The foregoing summary is
qualified in its entirety by reference to the Set&MG Agreement, which was filed as Exhibit 10le Company’s current report on Form 8-
K filed on August 3, 2006.

As a result of these transactions, Merhenpéal Energy beneficially owns 6.6% of the totalstahding shares of EMG.
Q: Did the Company's Independent directors review ad approve the proposed issuance?

Yes. Yosef A. Maiman, the Chairman of treaRl and the Company’s controlling shareholdehéssole owner of Merhav. Because of
the foregoing relationship, the Special Committeleich is identical in composition to the Audit Contt@e and comprised solely of
independent directors of the Company, negotiateldagproved the transactions described above, imgutie proposed issuance.

Q: Did the Special Committee receive a fairness opinmioregarding the proposed issuance

Yes. Houlihan Lokey Howard & Zukin Financhadvisors, Inc. acted as financial advisors to $mecial Committee in regards to the
transactions described above and rendered an apsito the fairness of such transactions, inctuthe proposed issuance.

Q: Why does the Company need shareholder approvaf the proposed issuance?

Because the Company’s common stock is trateNasdag, it is subject to the NASD’s NasdagKdgnlace Rule 4350(i)(1)(C), which
requires that the issuance be approved by the Qoytgppshareholders.

NASD Marketplace Rule 4350(i)(1)(C)

Under NASD Marketplace Rule 4350(i)(1)(8hareholder approval must be sought in connectiimam acquisition of the stock or
assets of another company if any director, offaesubstantial shareholder of the issuer has aris§teater interest (or such persons
collectively have a 10% or greater interest), dlyeor indirectly, in the company or assets to bguared or in the consideration to be paid in
the transaction or series of related transactiodstlae present or potential issuance of commorkstwcsecurities convertible into or
exercisable for common stock, could result in améase in outstanding common shares or voting poWa¥ or more.

Because Yosef A. Maiman, a Director of @@mpany and Chairman of the Board, owns greater & of each of Merhav and EMG
and because the proposed issuance of 10,248,082 gdfahe Class A Stock would amount to an inered$16.13% of outstanding shares,
Company must obtain shareholder approval of thpgsed issuance.
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If approved, this proposal will satisfy tfegjuirements to issue more shares under NASD Nfadae Rule 4350(i)(1)(C) in connection
with the Class A Stock to be issued to Merhav.

Q: If approved by shareholders, when will the propged issuance take place?

Should holders of the Company’s Class Acls@pprove the proposed issuance 10,248,002 sbities Company’s Class A Stock to
Merhav Annual Meeting, the Company intends to issueh shares to Merhav as soon as is practicalde/fog the Annual Meeting.

Q: How many shares of Class A Stock are available fassuance by the Company

The Companyg’' Restated Certificate of Incorporation, as amendetthorizes the issuance of up to 60 million shafeClass A Stock. A
of the Record Date, the Company had 22,212,932dsand outstanding and, pursuant to the Restataificzte of Incorporation, as
amended, may issue up to 37,768,067 additionaésharClass A Stock.

If the Company’s shareholders approve tlop@sed issuance of the shares to Merhav, the Qomp#l have 27,538,065 remaining
shares of Class A Stock after taking into accolatissuance of the shares to Merhav.

Q: What are the potential effects of the proposed issunce upon the Company's shareholders

If the proposed issuance is approved, Wessue 10,248,002 shares of the Company’s ClaSso&k to Merhav. Accordingly, the
approval of proposed issuance will have the effiéstubstantially reducing the percentage of ecaityf voting interest held prior to the
proposed issuance by each shareholder of the Cofisp@lass A Stock and increasing the number oftantting shares of our Class A Stock.
Because Mr. Maiman is the sole owner of Merhavcbistrolling interest in the Company will incredsem 53.42% to 68.78% of the total
number of shares of Class A Stock outstanding shitnal proposed issuance be approved by shareheldérs Annual Meeting and the
Company issues the 10,248,002 shares of the Corisp@lass A Stock to Merhav.

Q: What effect would the failure of the proposed isuance have on the Company?

Pursuant to the Agreement, if the sharedrsldo not approve the proposed issuance of 1@0@28hares of the Company’s Class A
Stock to Merhav within 18 months of August 1, 20B&rhav Ampal Energy may have to return 50% ofghares of EMG that it acquired
from Merhav pursuant to the Second EMG Agreement.

Q: What is the recommendation of the Board of Directos regarding the proposed issuance

Your Board of Directors recommends that yote FOR the proposed issuance of 10,248,002 slo&€lass A Stock of the Company to
Merhav in connection with the Company’s purchasenfMerhav of a portion of its interest in EMG.

THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE COMPANY’S EXECUTIVE OFFICERS

Q: Who are the Company's executive officers”

Executive officers are elected annuallythy Board of Directors. The persons appointed byBbard of Directors to serve as executive
officers are described below. The descriptions of Maiman, Chairman of the Board of Directors of pah and Mr. Bigio, Chief Executive
Officer and President of Ampal, can be found abwith the descriptions of the nominees for the Boaiuk following is a description of the
executive officers, other than Messrs. Maiman aigioBtheir ages, their positions and offices wMimpal or its subsidiaries and their
principal occupations and employment during the fies years.
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IRIT ELUZ, 39, has been the Chief Finan€¥éficer and Senior Vice President — Finance aneb$urer since October 2004. Since July
2006, Ms. Eluz has served as a director of Kamdr Etom May 2002 through October 2004 Ms. Eluz ®h&ef Financial Officer and Vice
President — Finance and Treasurer. From Janua th@@ugh April 2002, Ms. Eluz was the AssociatéeCRinancial Officer of Merhav.

From June 1995 through December 1999, Ms. Eluzthea€hief Financial Officer of Kamor Group.

YORAM FIRON, 37, has been Secretary ande\Heesident — Investments and Corporate AffairsesMay 2002. During the preceding
five years, Mr. Firon was a Vice President of Merhad a partner in the law firm of Firon Karni Sa& Firon.

AMIT MANTSUR, 36, has been Vice Presidertvestments since March 2003. From September gi00gh December 2002, Mr.
Mantsur served at Alrov Group as Strategy & Busiri@evelopment Manager. From February 1997 throwgitesnber 2000, Mr. Mantsur
was a project manager at the Financial Advisoryiges of KPMG Somekh Chaikin.

GIORA BAR-NIR, 49, has been Vice-Presidemccounting of the Company since October 2004tmwlserved as the Company’s
Controller since March 2002. During the preceding fyears, Mr. Bar-Nir was the Controller of theasli subsidiaries of Ampal.

Q:  How are the Company's executives compensatec

The table below presents information regeydemuneration paid for services to Ampal anditssidiaries by the executive officers
named below during the three fiscal years endecidber 31, 2005, 2004 and 2003.
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Long-Term
Compensation

Number of
Other Securities Al
Name and Principal Annual Underlying Other
Position Year Salaries Bonus Compensation(® Options (10) Compensation
(U.S. Dollars) (U.S. Dollars)1)
Yosef A. Maimarf1(12) 2005 581,613 310,208 299 = 7,282
Chairman of the Boar 2004 606,409 364,604 6,091 - 2,143
2003 506,849 155,953 25,570 2 2,002
Jack Bigio@(12) 2005 443,176 208,484 40,257 - 111,235
President and CE 2004 420,064 252,564 54,943 280,000 102,131
2003 257,547 106,189 71,777 - 88,389

Irit Eluz ®)(12) 2005 242,757 423,599 25,525 = 57,374
CFO- SVP Finance & 2004 219,980 132,332 32,732 280,000 49,349
Treasure! 2003 183,959 55,698 39,631 - 42,000
Yoram Firon*)(12) 2005 185,345 107,767 25,771 - 45,346
Secretary, Vic 2004 159,500 48,674 26,491 190,000 35,086
President an 2003 133,138 14,063 30,261 - 29,756
Corporate Affairs
Amit Mantsur® 2005 129,915 43,308 13,187 - 32,911
Vice Presiden- 2004 120,706 51,068 11,491 15,000 31,130

Investment 2003 108,853 - 12,097 58,000 28,335
Shlomo Shale®(")(®) 2005 180,385 96,688 18,930 = 300,601
Senior Vice Presidel 2004 188,105 61,145 24,617 30,000 46,803

Investmen 2003 167,093 34,254 33,048 - 41,712

(1) Mr. Maiman has been employed by Ampal since Agil 2002 as Chairman of the Boa

(2)  Mr. Bigio has been employed by Ampal since Apri] 2802 as President and CE

(3) Ms. Eluz has been employed by Ampal since AprilZtH)?2.

(4)  Mr. Firon has been employed by Ampal since April 2802.

(5)  Mr. Mantsur has been employed by Ampal since Felpr2za2003.

(6) Mr. Shalev served as Senior Vice President Investiinem May 21, 2002 until November 30, 20!

(7)  Mr. Shalev retired on November 30, 2005, the amoindlude final account settleme

(8) Mr. Shalev exercised 73,125 options on Decemb26@5.

(9) Consists of amounts reimbursed for the paymerdaxsd.

(10) Represents the number of shares of Class A Stadériying options granted to the named executivieerf$.

(11) Comprised of Ampal (Israel’s) contribution puant to : (1) Ampal (Israel's) Pension Plan aijdAinpal (Israel’s) education fund and
(iii) use of car and (iv) use of mobile (v) final@unt settlemen

(12) Eligible to receive an additional payment pfta six months salary (i) in the event of a chaofjeontrol of the Company and (ii) such
executive office’s employment is terminated within six months frdra tlate of the change of control of the Comp.

Q: How many options do the executive officers own?

Fiscal Year-End Option Values

Number of Securities Underlying Unrealized Value of
Unexercised Options at Fiscal Year In-the-Money Options
End 2005 (U.S. Dollars)
Exercisable Unexercisable Exercisable Unexercisable

Yosef A. Maimar 203,12! 46,87¢ $ 633,75( $ 146,25(
Jack Bigio 191,87! 238,12! $ 625,25( $ 822,75(
Irit Eluz 133,78: 224,71¢ $ 443,99¢ $ 780,92:
Yoram Firon 103,15¢ 155,34« $ 339,89¢ $ 538,82
Amit Mantsur 43,62¢ 29,37¢ $ 160,26 $ 106,25¢
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Q: Did the Company Grant any Options in the Last FischYear

No stock options were granted to purchaseGdass A Stock to our named executive officensrdufiscal year ended December 31,
2005.

Q: What other benefits does the Company provide foits employees?

Ampal previously maintained a money purehgension plan (“Pension Plan”) for all full-timmployees of Ampal except non-resident
aliens outside the United States. Pursuant togksation of the Company’s U.S. operations, the AvApzerican Israel Corporation Money
Purchase Pension Plan and the Ampal-American |Sragdoration Savings Plan were terminated effediieeember 31, 2004.

In March 1998, the Board approved a LongiT tncentive Plan (“1998 Plan”) permitting the giiag of options to all employees,
officers, directors and consultants of the Compamy its subsidiaries to purchase up to an aggredat@0,000 shares of Class A Stock. The
1998 Plan was approved by a majority of the Comisastyareholders at the June 19, 1998 annual meetisigareholders. The 1998 Plan
remains in effect for a period of ten years. Aetember 31, 2005, 30,000 options of the 1998 &lamutstanding.

On February 15, 2000, the Stock Option Cditerm approved a new Incentive Plan (“2000 Planfider which the Company has resel
4 million shares of Class A Stock, permitting thrarging of options to all employees, officers améctors. The 2000 Plan was approved by
the Board of Directors at a meeting held on Mar¢h2D00 and was approved by a majority of the Camigashareholders at the June 29,
2000 annual meeting of shareholders. The 2000r@taains in effect for a period of ten years. ABetember 31, 2005, 1,994,500 option
the 2000 Plan are outstanding.

The options granted under the 1998 Plantla@@000 Plan (collectively, the “Planstiay be either incentive stock options, at an ese
price to be determined by the Stock Option and Gameption Committee (“the Committedsit not less than 100% of the fair market valu
the underlying options on the date of grant, or-mmentive stock options, at an exercise pricegaétermined by the Committee. The
Committee may also grant, at its discretion, “iestd stock,” “dividend equivalent awards,” whichtige the recipient to receive dividends in
the form of Class A Stock, cash or a combinatiobath and “stock appreciation rights,” which perthi¢ recipient to receive an amount in
the form of Class A Stock, cash or a combinatiobath, equal to the number of shares of Class &KStath respect to which the rights are
exercised multiplied by the excess of the fair rearkalue of the Class A Stock on the exercise dade the exercise price. The options
granted under the Plans were granted either atehaskue or above.

Under each of the Plans, all granted bueated options become immediately exercisable tippoccurrence of a change in control of
the Company. On April 25, 2002, the controllingrefelder of the Company, Rebar Financial Corpd sdilof its stock in the Company to
Y.M. Noy Investments Ltd. Accordingly, all optiogsanted but unvested under the Plans were immégditercisable.

The Company accounts for all plans undeB &Apinion No. 25, under which no compensation ceee incurred in the years ended
December 31, 2003, 2004 and 2005. If compensatishfor the options under the above Plans had 8etmmined in accordance with SFAS
No. 123, the Compar's net income (loss) would have been ($6,832) anilli($18,954) million and $8,351 million, for thears 2005, 2004
and 2003, respectively.
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THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE COMPANY'’S CLASS A STOCK

Q: How has the Company’s stock performed over the gt five years?

The following graph compares the percentdgange in cumulative total return (change in tbhelsprice plus reinvested dividends) of
Ampal Class A Stock, the S&P 500 Stock Index apeer group index composed of Koor Industries (amelsholding company) and First
Israeli Fund (an American closed-end fund that aeglequity interests in companies located in I3ifae the period December 31, 2000
through December 31, 2005. The stock price perfagas shown on the graph are not intended to farecd® indicative of future price
performance.
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Q: Who are Ampal's principal shareholders?

The following table sets forth informatias of August 23, 2006, as to the holders knownrtgpal who beneficially own more than 5%
of the Class A Stock, the only outstanding seasitf Ampal. As of the Record Date, there were 22233 (not including treasury shares)
shares of Class A Stock of Ampal outstanding.

Security Ownership of Certain Beneficial Owners

Percent

Amount of Shares of Outstanding
Name and Address and Nature Shares of
of Beneficial Owner Title of Class of Beneficial Ownership Class A Stock
Y.M. Noy Investments Ltd., of 3 Class A Stocl 11,750,132 shard® 52.%%
Havazelet Hasharon st., Herzliy
Israel
Yosef A. Maimar Class A Stocl 12,000,132 shard®® 53.42%
Y.M. Noy Investments Ltd., of 3
Havazelet Hasharon st., Herzliy
Israel
Ohad Maimar Class A Stocl 11,750,132 shard® 52.%%
Y.M. Noy Investments Ltd., of 3
Havazelet Hasharon st., Herzliy
Israel
Noa Maimar Class A Stocl 11,750,132 sharé® 52.%%

Y.M. Noy Investments Ltd., of 3
Havazelet Hasharon st., Herzliy
Israel

(1) Consists of 11,750,132 shares of Class A Stock dtieddtly by Y.M. Noy Investments Ltd. Yosef A. Maan owns 100% of tt
economic shares and one-third of the voting shafr&sM. Noy Investments Ltd. In addition, Mr. Maimdnolds an option to
acquire the remaining two-thirds of the voting gsanf Y.M. Noy Investments Ltd. (which are currgrdgivned by Ohad
Maiman and Noa Maiman, the son and daughter, réspbg of Mr. Maiman).

(2) Includes 250,000 shares of Class A Stock tyidg options which are presently exercisable fa&umust 23, 2006 or
exercisable within 60 days of such date by Mr. Main
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Q: What percentage of Class A Stock do the directorsnal officers own?

The following table sets forth informatias of the Record Date as to each class of equityrisies of Ampal or any of its subsidiaries
beneficially owned by each director and named etkezwfficer of Ampal listed in the Summary Compatisn Table and by all directors and
named executive officers of Ampal as a group. Athership is direct unless otherwise noted. Theetdblkes not include directors or named
executive officers who do not own any such shares:

Percent of
Amount of Shares and Nature Outstanding
of Beneficial Ownership Shares of
Name of Class A Stock Class A Stock
Yosef Maimar 12,000,13® 53.42%
Jack Bigio 272,50 1.21%
Shlomo Shale 0 *
Irit Eluz 201,00(2) *
Yoram Firon 151,62 *
Amit Mantsur 46,4342 *
Leo Malamuc 150,00(® *
Dr. Josef Yerushaln 100,00(® *
Eitan Habel 26,25( *
Yehuda Karn 26,25 *
Menahem Moray 20,6242 *
All Directors and Executive Officel
as a Grou| 12,994,82 55.3%
* Represents less than 1% of the class of secul

(€Y Attributable to 11,750,132 shares of Class A Stoekl directly by Y.M. Noy Investments Ltd. See “88ty Ownership of
Certain Beneficial Ownerdri addition, this represents 250,000 shares unideriyptions for Yosef Maiman which are prese
exercisable as of August 23, 2006 or exercisahlleinv60 days of such date by Mr. Maimi

2 Represents shares underlying options which areptigsexercisable as of August 23, 2006 or exebdéswithin 60 days of
such date

Q: Have the Company's officers, directors and sharehders filed all appropriate beneficial ownership reprts with the SEC?
SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchangeohd 934, as amended, requires Ampal’s executifreens and directors, and persons who
own more than 10% of a registered class of Ampajisity securities, to file with the Securities d&xthange Commission initial statements
of beneficial ownership (Form 3), and statementshainges in beneficial ownership (Forms 4 andfB}lass A Stock of Ampal. To the
Company’s knowledge, based solely on its reviethefcopies of such forms received by it, or writtepresentations from certain reporting
persons that no additional forms were requiredilady requirements applicable to its executivéiadtrs, directors, and greater than 10%
shareholders have been met.
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Q: Does the Company enter into transactions with affiated parties?

The Audit Committee of Ampal has the dutyg aesponsibility of approving all transactionsvbe¢n Ampal, on the one hand, and any
officer, director, or affiliate thereof, on the etthand, or in which any officer, director or aéfte has a material interest. Under the rules
promulgated by Nasdag, the Audit Committee muserexand approve all transactions between Ampaherone hand and any officer,
director or principal shareholder of Ampal on thikeay hand. The Audit Committee considers and evadupotential related party transactions
from time to time, including co-investment oppoiities and other types of transactions. The Audin@uttee has the authority to engage
independent legal, financial and other advisors.

As described in this Proxy Statement, beigic on page 12 above, the Company has purchas€&d@beneficial interest in EMG
through two transactions with Merhav. Yosef A. Mamthe Chairman of the Board and the Company’sralting shareholder, is the sole
owner of Merhav. Additionally, Messrs. Malamud arefrushalmi are employees of Merhav. Because ofdiegoing relationships, the
Special Committee, which is identical in compositto the Audit Committee, negotiated and approteditansactions described above.
Houlihan Lokey Howard & Zukin Financial Advisorsid. acted as financial advisors to the Special Citteen Dr. Nimrod Novik, a nominee
for director, is also an employee of Merhav andagias the Merhav designee to the Board of Dire@dbEMG.

OTHER MATTERS
Other Business

The Board of Directors knows of no businetber than that described in this Proxy Staterttettwill be presented for consideration at
the Special Meeting. If other business shall prigpesme before the Special Meeting, shares repteddy valid proxies will be voted on
such matters in accordance with the best judgnfethiegpersons named as proxies on the proxy cardbeir duly authorized designees.

Shareholder Proposals

Any holder of Class A Stock who wishestbrit a proposal to be presented at the next ammaating of shareholders must forward
such proposal to the Secretary of the Companyeaadiaress in the Notice of Annual Meeting so thitiieceived by the Company no later
than May 31, 2007. Such a proposal must comply sutth rules as may be prescribed from time to bynthe SEC regarding proposals of
security holders.

By Order of the Board of Directors,

JACK BIGIO
President and Chief Executive Officer

August 29, 200t
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THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR PROPOSALS 1, 2 and 3.

1. ELECTION OF DIRECTORS

Nominees: 01 Y.
02 J.
03 L.
04 J.
05 N.
06Y.
07 E.
08 M.

WITHHELD FOR:
the name of such

Please
Mark Here
for Address

Change or
Comments
SEE REVERSE SIDE

Please mark
your votes as
indicated in
this example

WITHHOLD

AUTHORITY
Bigio (except as marked to vote for all nominees 2. RATIFICATION OF THE APPOINTMENT OF KESSELMAN &
Malamud to the contrary) listed to the left KESSELMAN, A MEMBER FIRM OF PRICEWATERHOUSECOOPERS
Yerushalmi INTERNATIONAL LIMITED, AS THE INDEPENDENT REGISTERED
Novik D D PUBLIC ACCOUNTING FIRM OF THE COMPANY FOR THE FISCAL
Karni YEAR ENDING DECEMBER 31, 2006.
Haber
Morag

(INSTRUCTION: To withhold authority to vote for any individual nominee(s), print
nominee(s) below.)

. APPROVAL OF THE PROPOSED ISSUANCE OF 10,248,002 SHARES

OF CLASS A STOCK OF THE COMPANY TO MERHAV (M.N.F.) LTD. IN
CONNECTION WITH THE COMPANY’S PURCHASE FROM MERHAV
OF A PORTION OF ITS INTEREST IN EAST MEDITERRANEAN GAS
CO. S.A.E., AN EGYPTIAN JOINT STOCK COMPANY.

FOR AGAINST ABSTAIN

0o o

FOR AGAINST ABSTAIN

Oo o

. IN THEIR DISCRETION, UPON ANY OTHER MATTERS THAT MAY PROPERLY COME BEFORE

THE ANNUAL MEETING OR ANY ADJOURNMENT(S) OR POSTPONEMENT(S) THEREOF.

Dated:

, 2006

Signature

Signature

Please sign exactly as name appears. In the case of joint tenancies,
coexecutors or co-trustees, both should sign. If acting as attorney,
executor, administrator, trustee, officer of a corporation, or in other
representative capacity, please give full title under signature.

4 FOLD AND DETACH HERE &




PROXY
AMPAL-AMERICAN ISRAEL CORPORATION

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned hereby appoints Jack Bigio and Yoram Firon, and each of them, as proxy for the undersigned,
with full power of substitution, to vote and otherwise represent all of the shares of Class A Stock of Ampal-
American Israel Corporation held of record by the undersigned on August 23, 2006, at the Annual Meeting of
Shareholders to be held on September 19, 2006, and any adjournment(s) or postponement(s) thereof, with the
same effect as if the undersigned were present and voting such shares, on all matters as further described in
the accompanying Proxy Statement. By executing this Proxy, the undersigned hereby revokes any proxy
previously given with respect to such shares. The undersigned acknowledges receipt of the Notice of Annual
Meeting of Shareholders and the accompanying Proxy Statement and Annual Report.

THE SHARES REPRESENTED BY THIS PROXY WILL BE VOTED IN ACCORDANCE WITH THE
SPECIFICATIONS MADE. IF THIS PROXY IS EXECUTED BUT NO SPECIFICATION IS MADE, THE
SHARES REPRESENTED BY THIS PROXY WILL BE VOTED “FOR " EACH OF THE BOARD OF
DIRECTORS’ NOMINEES AND “FOR” PROPOSALS 2 AND 3. THE PROXIES, IN THEIR DISCRETION, ARE
AUTHORIZED TO VOTE UPON ANY OTHER MATTERS THAT MAY PROPERLY COME BEFORE THE
ANNUAL MEETING OR ANY ADJOURNMENT(S) OR POSTPONEMEN T(S) THEREOF.

(Continued, and to be signed and dated on reverse s ide.)

Address Change/Comments (Mark the corresponding box on the reverse side)

4« FOLD AND DETACH HERE =~

You can now access your Ampal-American Israel Corporation account online.

Access your Ampal-American Israel Corporation shareholder account online via Investor ServiceDirect ® (ISD).

Mellon Investor Services LLC, Transfer Agent for Ampal-American Israel Corporation, now makes it easy and
convenient to get current information on your shareholder account.

» View account status » Make address changes
» View certificate history » Establish/change your PIN

Visit us on the web at http://www.melloninvestor.com

For Technical Assistance Call 1-877-978-7778 between 9am-7pm
Monday-Friday Eastern Time




