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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON D.C. 20549

FORM 10-Q

(Mark One)
QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OHE SECURITIES EXCHANGE AC”

OF 1934.

For the quarterly period ended September 30, .
OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15@ THE SECURITIES EXCHANGE ACT

OF 1934.

For the transition period from to

Commission file number-838

AMPAL -AMERICAN ISRAEL CORPORATION

(Exact Name of Registrant as Specified in Its Gira

New York 13-043568E
(State or Other Jurisdiction of (I.R.S. Employer)
Incorporation of Organizatior Identification Numbe

10 Abba Even Street, Ackerstein Tower ¢ Bloor,
P.O Box 12215, Herzliya, Isra 46733

(Address of Principal Executive Office (Zip code)
Registrar’'s Telephone Number, Including Area C(866) 44-8636

Former Name, Former Address and Former Fiscal Ye@hanged Since Last Repc

Indicate by check mark whether the regigt(1) has filed all reports required to be fimdSection 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wejuired to file such reports), and (2)
has been subject to such filing requirements ferpist 90 days.

Yes No O

Indicate by check mark whether the registis a large accelerated filer, an accelerated ér a non-accelerated filer. See definition of
“accelerated filer and large accelerated filerRinle 12b-2 of the Exchange Act (Check one):

Large accelerated filed Accelerated filer Non-accelerated fileld
Indicate by check mark whether the regrttis a shell company (as defined in Rule 12ltB® Exchange Act).
Yes O No

The number of shares outstanding of$kadr’'s Class A Stock, its only authorized commntonls is 58,086,165 (as of October 27,
2008).
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ITEM 1. FINANCIAL STATEMENTS
AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

September 30, December 31,
ASSETS AS OF 2008 2007
(U.S. Dollars in thousands) (Unaudited) (Audited)
Current assel:
Cash and cash equivalel $ 96,15« $ 44,26
Marketable securitie 62,59¢ 22,45¢
Accounts receivable (Net of allowance for doub#fmount $0.5 and $( 135,09¢ 106,66!



Deposits
Inventories
Other asset

Total current asse
Non-current asset:
Investment:
Fixed assets, less accumulated depreciation o68%Aad $3,69
Deposits
Deferred income taxe
Other asset
Goodwill
Intangible asset
Minority interest, ne

Total Nor-current asset

The accompanying notes are an integral part obtheadensed consolidated financial statements.

35,33¢ 13,731
40,07¢ 28,92¢
25,00( 23,16¢
394,26« 239,22(
377,96: 371,79:
108,16: 73,001
29,88¢ 3,73¢
15,38¢ 11,637
16,57¢ 15,551
55,82¢ 50,40¢
15,79 9,43:
9,97¢ =
629,56 535,56¢
1,023,82 774,78¢

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS

September 30, December 31,
LIABILITIES AND SHAREHOLDERS' EQUITY AS OF 2008 2007
(U.S. Dollars in thousands, except share amounts) (Unaudited) (Audited )
LIABILITIES
Current liabilities:
Notes and loans payable and current matui 175,96( 136,61:
Accounts payable, accrued expenses and @ 99,96+ 73,76¢
Total current liabilities 275,92: 210,38:
Long term liabilities:
Notes and loans payat 237,04t 187,40!
Debenture: 264,94° 79,35(
Deferred income taxe 2,53¢ 3,27¢
Other long term liabilitie: 12,96: 12,76(
Total long term liabilities 517,49: 282,79(

Commitments and contingenci

Total liabilities 793,41t 493,17:
Minority interests, ne - 23,20¢t

SHAREHOLDERS' EQUITY

Class A Stock $1 par value; authorized 100,00043@0100,000,000 shares; issued 63,277,321 and

63,277,321 shares; outstanding 57,792,282 and 3,63P share 63,277 63,277
Additional paic-in capital 190,52! 189,89¢
Retained earning 7,48¢ 47,93
Accumulated other comprehensive I (3,450 (14,82))
Treasury stock, at co (27,425 (27,879



Total shareholde’ equity 230,41 258,41

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY $ 102382 $ 774,78¢

The accompanying notes are an integral part obtheadensed consolidated financial statements.
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

NINE MONTHS ENDED SEPTEMBER 30, 2008 2007
(U.S. Dollars in thousands, except per share amousjt (Unaudited) (Unaudited)
REVENUES:
Chemical incom $ 419,62( $ -
Share in losses of affiliatt (1,209 (1,037)
Realized gain on investmer 1,162 227
Realized and unrealized loss on marketable sees (90 (195
Interest incom 3,62¢ 1,694
Leisure-time income 2,30¢ 1,81¢
Gain from change in ownership interest of a subsj 49C -
Other income 663 14C
Total revenue 426,57( 2,64t
EXPENSES:
Chemical expens- cost of goods sol 388,39! -
Real estate expens 611 -
Loss from impairment of investments & real es - 484
Interest expens 33,26¢ 7,75¢€
Translation los: 19,46¢ 992
Marketing expens 8,171 -
General, administrative and otf 27,27¢ 8,054
Total expense 477,18! 17,28¢
Loss before income tax (50,61%) (14,64
Provision for income taxes (tax benefi (710 2,96¢
Loss after income taxce (49,905 (17,605
Minority interests in (losses) profits of subside:; nef (9,619 40
Loss from continuing operatiol (40,287 (17,645
Discontinued operatiot
Gain on sale of discontinued operations, net o - 21,733
Loss from operation of discontinued, net of - (417)
Net income from discontinued operatic - 21,32(
Net income (loss) for the peric (40,287 3,67¢

Basic and diluted EP
Loss from continuing operatiol (0.70 (0.3¢)
Discontinued operatior - 0.4:

Earnings (loss) per sha $ (0.7 $ 0.07




Shares used in EPS calculation (in thousa 57,72:

49,25¢

The accompanying notes are an integral part obtheadensed consolidated financial statements.

3

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

THREE MONTHS ENDED SEPTEMBER 30, 2008 2007
(U.S. Dollars in thousands, except per share amousjt (Unaudited) (Unaudited)
REVENUES:
Chemical incom $ 142,44¢ -
Share in earnings (losses) of affilia (1,787 (695)
Realized gain on investmer 783 -
Realized and unrealized gains (losses) on marketasuuritie: (229) 50
Interest incom 1,46¢ 70¢
Leisure-time income 817 67C
Other income 43t 14C
Total revenue 143,93 872
EXPENSES:
Chemical expens- cost of goods sol 129,25: -
Real estate expens 224 -
Interest expens 18,33t 3,63¢
Translation loss (gair (5,915 1,452
Marketing expens 2,06¢ -
General, administrative and otf 8,971 3,56¢
Total expense 152,93: 8,65¢

Loss before income tax (8,995 (7,789
Provision for income taxe 371 2,06¢
Loss after income taxes (tax benef (9,36¢€) (9,85))
Minority interests in profits of subsidiaries, 1 3,27¢ 1
Loss from continuing operatiol (12,647 (9,850
Discontinued operatiot
Gain on sale of discontinued operations, net o - 21,733
Net income from discontinued operatic - 21,735
Net gain (loss) for the peric (12,647 11,88
Basic and diluted EP

Loss from continuing operatiol (0.22) (0.19)

Discontinued operatior - 0.41
Earnings (loss) per sha $ (0.29) 0.22

Shares used in calculation (in thousar 57,74: 52,64¢

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

NINE MONTHS ENDED SEPTEMBER 30, 2008 2007

(U.S. Dollars in thousands) (Unaudited) (Unaudited)

Cash flows from operating activitie
Net income (loss) for the peric $ (40,287 $ 3,67
Adjustments to reconcile net (income) loss forglkeod to net cash from operating activiti
Share in losses of affiliatt 1,20¢ 1,037
Realized and unrealized loss (gain) on investmeet: (2,072 (32
Gain on sale of discontinued operations, net o - (21,737
Depreciation and amortization expel 9,26¢ 95¢
Income from tenants depos - (759
Non cash stock based compensa 627 562
Interest from promissory no - 81t
Gain from change in ownership of subsidi (490 -
Loss from impairment of investme - 484
Translation los: 19,46¢ 873
Minority interests in profits of subsidiaries, (9,619 (109
Decrease (increase) in other as: 2,55( (3,472)
Increase in accounts payable, accrued expensestiaed 1.06¢ 5,96:
Investments made in trading securi (79 (17,149
Proceeds from sale of trading securi 5,79 2,32¢
Dividends received from affiliate 3,421 12C
Net cash used in operating activit (8,147 (26,45()

Cash flows from investing activitie

Deposits, notes and loans receivable colle 7,751 1,99¢
Deposits, notes and loans receivable gra (54,557 -
Investments made in affiliat (11,59¢) (8,225
Investments made in Gac (41,35) -
Investments made in available for sale sh (45,52¢) -
Proceeds from sale of investme 1,98¢ 5,03t
Proceeds from sale of A-Hal (1), net - 26,39:
Proceeds from sale of fixed ass 3,76¢ -
Capital improvement (29,499 (1,129
Net cash used in investing activiti (169,019 24,07¢

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

NINE MONTHS ENDED SEPTEMBER 30, 2008 2007

(U.S. Dollars in thousands) (Unaudited) (Unaudited)

Cash flows from financing activitie

Notes and loans payable recei $ 70,40 % 37,23
Notes and loans payable rep (2,98)) (26,69¢)
Contribution to partnership by minori - 74

Proceeds from issuance of debenti 166,85¢ -



Debentures repai

Distribution to minority

Deferred expense relating to issuance of deben
Proceeds from exercise of stock option and wari

Net cash provided by financing activiti
Effect of exchange rate changes on cash and casiatants

Net increase in cash and cash equival
Cash and cash equivalents at beginning of pe

Cash and cash equivalents at end of pe

Supplement Disclosure of N-cash Investing and Financing Activitie
Conversion of a convertible debenture in subsic
Shares issued for promissory n

(D Assets and liabilities disposed of in the sale of-Nal:
Current asseti

Fixed asset

Debt

Deposits from tenan

Current liabilities

Minority interest

Difference from translatio

Gain on sale of Ai-Hal

Proceeds from sale of A-Hal

(3,227)

(407) -
(2,575) -
29¢ 17,997
228,35 28,60«
69C 481
51,88 26,71
44,267 36,73
$ 96,15¢ 63,44
1,257 -

- 20,00(

2,97¢

69,78
(15,999
(53,71)
(3,596)
(2,526)

52

29,41

26,39:

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

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SIREHOLDERS’ EQUITY

(U.S. Dollars in thousands)

Unaudited
Class A stock
Accumulated
Number Additional other Total
of paid in Retained comprehensive Treasury shareholders’
shares* Amount capital earnings income (loss) stock equity

BALANCE AT JANUARY 1, 2008 63,271 63,271 189,89¢ 47,93! (14,827) (27,87¢) 258,41
CHANGES DURING THE NINE

MONTHS ENDED SEPTEMBER

30, 2008:
Net Loss for the perio (40,287 (40,287
Unrealized gain from marketable

securities (593) (599
Foreign currency translation

adjustment: 11,96¢ 11,96¢
Total comprehensive lo: (26,795
Reissuance of 89,750 treasury sha

for exercise of stock optic (159 44¢ 29C
Compensation expense recognized

under SFAS 123i 62€ 62€
BALANCE AT SEPTEMBER 30,

2008 63,271 63,271 190,52¢ 7,48¢ (3,450) (27,42%) 230,41:



* In thousands

The accompanying notes are an integral part oetheadensed consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN S&HOLDERS’ EQUITY

Class A stock

Number
of shares*

Amount

(U.S. Dollars in thousands)

Receipt on

account of

unallocated
shares

Unaudited

Additional
paid in
capital

Warrants

Retained
earnings

Accumulated
other
comprehensive
income (loss)

Total
shareholders’
equity

Treasury
stock

BALANCE AT
JANUARY 1, 2007

CHANGES DURING
THE NINE MONTHS
ENDED SEPTEMBEF
30, 2007:

Net income for the perio

Foreign currency
translation adjustmen

Sale of foreign currency
translation adjustmet

46,32¢

Total comprehensive ga

Adjustment upon adoptic
of FIN 48

Change in deferred tax
asset relating to
adoption of FIN 4¢

Shares issued for
investment mad

Shares issued upon
conversion of
convertible note

Compensation expense
recognized under
SFAS 123F

Issuance of shares for
exercise of Warrant

8,60:

4,47¢

3,57¢

46,32¢

8,60:

4,47¢

3,57¢

40,00(

(40,000

1,35¢

126,94!

31,391

16,33¢

30¢

(308)

40,16¢

3,67¢

(2,000

2,00C

(17,059 (27,879 208,81

3,67¢

1,661 1,661

52 52

5,341

(2,000

2,00(¢

17,997

BALANCE AT
SEPTEMBER 30,

2007 62,98¢

62,98¢

1,35¢

188,61¢

43,84(

(15,346 (27,879 253,57

* In thousands

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

N OTES TO THE CONDENSED CONSOLIDATED FINANCIAL STAMENTS

(Unaudited)



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

The accompanying unaudited condensed consolidetaddal statements of the Company have been mdparaccordance with
generally accepted accounting principles (“GAARri)the United States of America, for interim finaldnformation and with the
instructions to Form 10-Q and Article 10 of RegigatS-X. Accordingly, they do not include all ofetinformation and notes required
by GAAP for complete financial statements. In tipin@on of management, all adjustments (consistiingoomal recurring accruals)
considered necessary for a fair presentation haea imcluded. Operating results for the interinigeeare not necessarily indicative
the results that may be expected for the full y¥au should read these interim condensed conselidfiancial statements in
conjunction with the audited consolidated finansiatements in the Annual Report on Form 10-K fieryear ended December 31,
2007, filed with the Securities and Exchange Corsiois

Reference should be made to the Company’s consatidmancial statements for the year ended DeceBihe2007 for a description

of the critical accounting policies. Also, referershould be made to the notes to the Company’srbleee31, 2007 consolidated
financial statements for additional informationaetdjng the Company’s consolidated financial cooditiresults of operations and cash
flows.

Recently Issued Accounting Pronouncem
SFAS No. 141~ Business Combinatiot

In December 2007, the FASB issued SFAS No. 147ieeh2007), “Business Combinations” (“SFAS 141RHieh replaces SFAS
No. 141,“Business Combination”. SFAS 141R establishes tireples and requirements for how an acquirerrétpgnizes and
measures in its financial statements the identdialssets acquired, the liabilities assumed, agdancontrolling interest in the
acquiree; (2) recognizes and measures the goaaegjliired in the business combination or a gain fadmargain purchase; and (3)
discloses the business combination. This stateampites to all transactions in which an entity aigacontrol of one or more
businesses, including transactions that occur witttee transfer of any type of consideration. SHASR will be effective on a
prospective basis for all business combinationeraadter January 1, 2009, with the exception ofabeounting for valuation
allowances on deferred taxes and acquired taxrogericies. Early adoption is not allowed. The Comgparnn the process of
evaluating the impact, if any, the adoption of SFKER will have on the Company’s consolidated itssoil operations or financial
position.

SFAS No. 16— Noncontrolling Interests in Consolidated Financithtement

In December 2007, the FASB issued SFAS No. 160 tidatrolling Interests in Consolidated FinancialtStaents — an amendment of
ARB No. 51" (“SFAS 1607"). SFAS 160 amends ARB Nd.&nd establishes accounting and reporting stasdhad require
noncontrolling interests (previously referred tawsority interest) to be reported as a componéetaity, changes in a parent’s
ownership interest while the parent retains itsmmling interest be accounted for as equity tratisas, and upon a loss of control,
retained ownership interest will be remeasurediatflue, with any gain or loss recognized in @ggs. SFAS 160 will be effective f
the Company commencing January 1, 2009, excephéopresentation and disclosure requirements, whilthe applied
retrospectively. Early adoption is not allowed. T@mpany is in the process of evaluating the imphany, that the adoption of
SFAS 160 will have on the Compé's consolidated results of operations or finanodsiton.

SFAS No. 16— Disclosures about derivative instruments and heglgictivities

In March 2008, the FASB issued Statement of Firefetcounting Standards No. 161, “Disclosures alierivative Instruments and
Hedging Activities — an amendment of FASB Statenimt 133" (“SFAS 161"). SFAS 161 requires enhandistlosures regarding
derivatives and hedging activities, including: t@ manner in which an entity uses derivative imagnts; (b) the manner in which
derivative instruments and related hedged itemaeceunted for under Statement of Financial Acaagrstandards No. 133,
“Accounting for Derivative Instruments and Hedgifsgtivities”; and (c) the effect of derivative ingtnents and related hedged items
on an entity’s financial position, financial penfieance, and cash flows. SFAS 161 is effective foaritial statements issued for fiscal
years and interim periods beginning after Noveniter2008. The Company is in process of evaluatiegrmpact, if any, that tr
adoption of SFAS 161 will have on its financialtstaents

SFAS No. 16— The hierarchy of generally accepted accounting gigles

In May 2008, the FASB issued Financial Accountitgn8ard (FAS) No. 162, “The Hierarchy of Gener#@cepted Accounting
Principles.” The statement is intended to imprawaricial reporting by identifying a consistent kiehy for selecting accounting
principles to be used in preparing financial stagets that are prepared in conformance with geryeaaltepted accounting principles.
Unlike Statement on Auditing Standards SAS No.“B8¢e Meaning of Present in Conformity With GAAP,AB No. 162 is directed
to the entity rather than the auditor. The statedrseeffective 60 days following the SEC’s approsfthe Public Company
Accounting Oversight Board (PCAOB) amendments to @détion 411, “The Meaning of Present Fairly in fdomity with GAAP,”
and is not expected to have any impact on the Cay's results of operations, financial condition ouldijty.

SFAS No. 14-3



In April 2008, the FASB issued FASB Staff Positidine “FSP”)FAS No. 142-3,which amends the factbet must be considered in
developing renewal or extension assumptions usdétermine the useful life over which to amortilze tost of a recognized
intangible asset under FAS No. 142, “Goodwill artiéd Intangible Assets.” The FSP requires an ettdityonsider its own
assumptions about renewal or extension of the tértine arrangement, consistent with its expectedafishe asset, and is an attempt
to improve consistency between the useful life cf@gnized intangible asset under FAS No. 142th@geriod of expected cash
flows used to measure the fair value of the ass@euFAS No. 141, “Business Combinations.” The ESé&ffective for fiscal years
beginning after December 15, 2008, and the guidéaragetermining the useful life of a recognizethimgible asset must be applied
prospectively to intangible assets acquired afterefffective date. The FSP is not expected to haignificant impact on the
Compan’s results of operations, financial condition ouldjty.

SFAS No. 153

In October 2008, the FASB issued FASB Staff Posi8&AS No. 157-3, “Determining the Fair Value dfinancial Asset When the
Market for That Asset Is Not Active,” (“SFAS No. 28"). This position clarifies the application oABB No. 157 in a market that is
not active and provides an example to illustrate dansiderations in determining the fair value dhancial asset when the market
for that financial asset is not active. This pasitivas effective for us on September 30, 2008.akioption of this position did not
have an effect on our financial stateme

Cash and cash equivalel

Cash equivalents are short-term, highly liquid Btugents (bank accounts and bank deposits) thatdrayieal maturity dates of three
months or less and are readily convertible intdnc

Cash equal to $2.7 million has been placed as @ensgating balance for various loans provided tdCthepany and would therefore
be unavailable if the Company wished to pledge threorder to provide an additional source of ci

Inventories — mainly chemicals and other mateiigtsnded for sale, are valued at the lower of cosharket. Cost is determined
based on the moving average ba

East Mediterranean Gas Comp:

On December 1, 2005, the Company, through MerhapaEnergy, Ltd. (“MAE”"), a wholly-owned subsidiaof the Company,
acquired a 2% interest in East Mediterranean GasSQ@aE., an Egyptian joint stock company (“EMGfm Merhav M.N.F. Ltd.
(“Merhav”). The Company paid $30.0 million in casepresenting the fair value of the interest puseldzat the time this transaction
closed. The Compa’s investment in EMG is the primary cost method streent included in nc-current investment:

On August 1, 2006, the Company acquired the beaébevnership of 4.6% of the outstanding shareEMf5’s capital stock from
Merhav. The transaction was accounted for as afganf assets between entities under common dowtinich resulted in Merhav
transferring the investment in EMG to Ampal at garg value. Due to the nature of Merhav’s operagjdhis entity would be treated
as an investment company under GAAP, and as dueltatrrying value of the investment in EMG would&dfair value. On this
basis, the 4.6% investment in EMG was transfermeinipal at carrying value, which also equals failue. The cost of the
investment was $100.0 million, of which, $50.0 ioitl was paid in cash and the balance was paid,2480002 shares of the
Company Class A Stock (based on the Company’s shieoe of $4.88 per share) that was accountedtfarfair value of $50.0
million. The issuance of the shares of Class A ISteceived the approval of the shareholders ofXbmpany as required by the
marketplace rules of the NASDAQ Global Market. A®ault of this transaction, the Company benefigcialvned 6.6% of the total
outstanding shares of EMG. Through August 2008¢tt of the investment could have been adjusteddard had Merhav sold
any of its remaining shares of EMG to a third-pgmtiychaser at a price per share lower than the pec share paid by the Company
pursuant to the agreement. Additionally, pursuaribe agreement, the Company was granted an dipti@nperiod of up to two yeg
to have the right to acquire up to an additioni®® of the total outstanding shares of EMG st

10

Yosef A. Maiman, the Chairman, President and CE@eifCompany and a member of the controlling shwddein group of the
Company, is the sole owner of Merhav. Because@fdhegoing relationships, a special committeéhefBoard of Directors
composed of the Company’s independent directors, aldo constitute all of the members of the Com{mAudit Committee,
negotiated and approved the transaction. Houlitae} Howard & Zukin Financial Advisors, Inc., whiglas retained as financial
advisor to the special committee, delivered a &smopinion to the special committee regardingrdmesaction

On August 22, 2006, EMG called for additional calitom all of its shareholders. As a result, tl@Pany paid an additional $2.7
million in order to maintain its pro rata benefidisterest in EMG

On December 21, 2006, the Company acquired thefibed®@wnership of an additional 5.9% of the oataling shares of EMG's
capital stock pursuant to an option granted by Meiin August 2006. The transaction was accountedda transfer of assets
between entities under common control, which resul Merhav transferring the investment in EMG\tapal at carrying value.
Due to the nature of Merhav’s operations, thistgmtiould be treated as an investment company uBde&P, and as such, the
carrying value of the investment in EMG would ediaé value. On this basis, the 5.9% investmerEMG was transferred to Ampal
at carrying value, which also equals fair val



The cost of the additional investment was approsefgeb128.3 million, of which approximately $68.3llion was paid in cash,
approximately $40 million was paid in 8,602,151 rslsaof the Compang’Class A Stock and the balance was satisfiedédjisuanc
of a promissory note in the principal amount of $2ilion (the “Convertible Promissory Note”), whicht the option of Merhav, was
payable in cash, additional shares of the Compadags? Stock (based on a price per share of $408%) combination thereof. As
permitted under the stock purchase agreement, Ma$signed its right to the 8,602,151 Shares tdBjrca Holdings Limited as
part of Merhav’s restructuring process. The ConblertPromissory Note bore interest at 6 months LIB(B.375%) and matured on
September 20, 2007. Ampal could have pre-paid trev€tible Promissory Note at any time in wholéropart. The maximum
number of shares that could have been issueddrirdmsaction (including accrued interest payaireugh the maturity date on the
Convertible Promissory Note) is 13,078,540 shafé&3lass A Stock. As a result of this transactiomp®l beneficially owns 12.5%
the total outstanding shares of EMG. The issuahtfeeo8,602,151 shares and the shares underlysm@dmvertible Promissory Note
received the approval of the shareholders of the@amy on February 7, 2007, as required by the nyaldae rules of the NASDAQ
Global Market. Due to the agreement of the contrglshareholder group to vote in favor of the ismaof these shares to Merhav as
of the closing date of the EMG transaction (whiokweed that the proposal would be adopted by tipéisite shareholders vote on
February 7, 2007), the Company, as of Decembe2@16, classified for accounting purposes the silkase shares as part of the
exchange with Merhav on December 21, 2006 and rezed the approximately $40 million with sharehefdequity as “Receipt on
account of unallocated sha”.

Yosef A. Maiman, the Chairman, President and CE@efCompany and a member of the controlling stadehn group of the
Company, is the sole owner of Merhav. Because@fdhegoing relationships, a special committeéhefBoard of Directors
composed of the Company’s independent directors, aldo constitute all of the members of the Com{mAudit Committee,
negotiated and approved the transaction. Houlit@e} Howard & Zukin Financial Advisors, Inc., whiglas retained as financial
advisor to the special committee, advised the speommittee on these transactic

On June 4, 2007, EMG called for additional cagitai all of its shareholders. As a result, the Camppaid an additional $5.8
million in order to maintain its pro rata benefidisterest in EMG

On November 29, 2007, Ampal and Israel Infrastraciund (“IIF”), leading a group of institutionaiviestors (the “Investors”),
purchased a 4.3% interest in EMG, through MerhapAlnEnergy Holdings, LP, an Israeli limited parstép (the “Joint Venture”),
from Merhav for a purchase price of approximated%.4 million, using funds provided by the Investdrsaddition to the Joint
Venture's purchase from Merhav, Ampal contributeih ithe Joint Venture an additional 4.3% intere<EMG already held by
Ampal. The Joint Venture now holds a total of 8.6£the outstanding shares of EMG. Ampal’s contiitnutvas valued at the same
price per EMG share as the Joint Venture’s purchBlsis amount is equivalent to the purchase paceaper share basis) paid by
Ampal for its December 2006 purchase of EMG shames Merhav, which was accounted for as a transfassets between entities
under common control, which resulted in Merhav sfarring the investment in EMG to Ampal at carryirajue. Due to the nature of
Merhav ‘s operations, Merhav would be treated amaestment company under GAAP, and as such, thriging value of the
investment in EMG would equal fair value. On thésis, the said investment in EMG was transferreinipal at carrying value,
which also equals fair value. Based on the teripsisted in the shareholders’ agreement of the gépartner of the Joint Venture,
Ampal and Israel Infrastructure G.P. Ltd. have ¢gights in governing the affairs of the Joint Vierg. However, in certain events
and under certain conditions, matters relatingettisions on how to vote the EMG shares held bylthiet Venture shall be decided
by the directors of the general partner of thet)anture appointed by Ampal. As such, Ampal hassotidated the results of the
Joint Venture in its financial statemer
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The Company’s Financial Statements reflect a 16r8&6est in shares of EMG, with 8.2% held direethd 8.6% held through the
Joint Venture (of which Ampal owns 509

Acquisition of Gado

The Company completed the three step acquisitiddaafot Chemical Tankers and Terminals Ltd. (“Gaddtiring the third quarter
of 2008. The acquisition was the result of (1) &.89nillion acquisition of 65% in December 2007), §£2$17.7 million acquisition of
15% in June 2008 and (3) a $23.3 million acquisitid the remaining 20% in August 2008. The Compamgsults of operations he
consolidated Gadot since the December transactidmanority interests have been accounted for eir thwnership basis since each
respective acquisition dai

On December 3, 2007, Ampal completed its acquisitib65.5% of the control and ownership (63.66%adully diluted basis) of
Gadot. The total consideration including direchgaction expenses was $91.2 million. The cash deration was financed with
Ampal's own resources and with borrowings in the amotii66.7 million.

Gadot and its group of companies are an Israethat@ distribution organization. Gadot ships, sspr@nd distributes liquid
chemicals, oils, and a large variety of materialthe local industry

The acquisition was accounted for by the purchasthod. The results of operations of Gadot weraigdl in the consolidated
financial statements of Ampal commencing Novemifer2B07. The consideration for the acquisition a#isbuted to net assets on
the basis of fair value of assets acquired andliials assumed, based on an appraisal performeddnagement, which included a
number of factors, including the assistance of peehelent appraisers. The following table summatizedinal fair values of the
assets acquired and liabilities assumed, with eefer to Gadot balance sheet data as of Novemb&007;



U.S. Dollars in

thousands
Current assel $ 166,36!
Investments and other r-current asset 31,14
Fixed asset 74,43(
Identifiable intangible asse 9,50z
Goodwill 50,40¢
Total assets acquire 331,84¢
Current liabilities (94,707
Long-term liabilities, including deferred tax (124,52)
Minority interest (21,427
Total liabilities assume (240,64

Net assets acquire $ 91,20:

Under the purchase method of accounting, the tatasideration of $91.2 million allocated to Gadadisntifiable tangible and
intangible assets and liabilities assumed baseati@nestimated fair values as of the date of irafletion of the transactio

On June 3, 2008, Ampal completed its acquisitioarofdditional 14.98% of the ownership (14.71% déullg diluted basis) of Gadot.
The total consideration, including direct transactexpenses, was $17.7 million. The cash considerafas financed with Ampal’s
own resources and with borrowings in the amourdtidf.4 million.

The acquisition was accounted for by the purchasthod. The consideration for the acquisition wasbatted to net assets on the b,
of fair value of assets acquired and liabilitiestased, based on an appraisal performed by managientéch included a number of
factors, including the assistance of independeptaagers

The identified tangible and intangible assets aeguamounted to approximately $3.9 million and $8iBion, respectively. The main
assets included are ships and tankers and optipurtthase and lease ships, of approximately $2l&mand $2.6 million,
respectively, to be amortized over an estimatefuubfe of 12 and 5 years, respective

On August 12, 2008, Ampal completed its acquisitban additional 20.6% of the ownership and 66.@%he convertible
debentures of Gadot and holds 100% of the ownerdhBadot (99.99% on a fully diluted basis). Theteonsideration, including
direct transaction expenses, was $23.3 million. @dsh consideration was financed with Ampal’s oesources and with borrowings
in the amount of $15.4 millior

12

The acquisition was accounted for by the purchasthod. The consideration for the acquisition wasbatted to net assets on the b,
of fair value of assets acquired and liabilitiestased, based on an appraisal performed by managientéch included a number of
factors, including the assistance of independeptaagers

The identified tangible and intangible assets aegamounted to approximately $6.1 million and $Bion, respectively. The main
assets included are ships and tankers and optipurthase and lease ships, of approximately $4libmand $2.7 million,
respectively, to be amortized over an estimatefuubte of 12 and 5 years, respective

Option Agreement for Sugarcane Ethanol Projectatof@bia

On May 29, 2008, Ampal loaned Merhav $10 millioragidition to the currently outstanding $10 millidvat were loaned on Decem|
25, 2007, to fund the Colombia ethanol project neglfor growing sugarcane and the constructioaroéthanol production facility.
The additional loan was made pursuant to the exjgiromissory note, dated as of December 25, 200FK]erhav in favor of Ampal
(the “Promissory Note”). The loan bears interestrainnual rate equal to LIBOR plus 2.25%, and lvélconvertible into all or a
portion of the equity interest purchased pursuauatt option granted by Merhav to Amg

Fair value measureme

On September 2006, the FASB issued SFAS No. 154t \Ralue Measurements” (“SFAS 157"),which defitfias value, establishes a
framework for measuring fair value in generallygqied accounting principles and expands disclosabvest fairvalue measuremen
The Company adopted SFAS 157 effective Januar@d8far all financial assets and liabilities and atlyer assets and liabilities that
are recognized or disclosed at fair value on arra@ubasis. Although the adoption of SFAS 157 mlid materially impact the
Company’s financial condition, results of operasiam cash flows, the Company is required to proaidditional disclosures within its
condensed consolidated financial stateme



SFAS 157 defines fair value as the price that waaldeceived to sell an asset or paid to trankgeliability (an exit price) in an

orderly transaction between market participantsasd establishes a fair value hierarchy which ireguan entity to maximize the use
of observable inputs and minimize the use of unoladde inputs when measuring fair value. The faiue hierarchy within SFAS 157
distinguishes between three levels of inputs theat be utilized when measuring fair value includiegel 1 inputs (using quoted pric

in active markets for identical assets or liakahf), level 2 inputs (using inputs other than ldvptices such as quoted prices for similar
assets and liabilities in active markets or ingliég are observable for the asset or liability) Evel 3 inputs (unobservable inputs
supported by little or no market activity basedtio®m company’s own assumptions used to measuresasztiabilities). A financial
asset’s or liability’s classification within the @i hierarchy is determined based on the lowesl leput that is significant to the fair
value measuremer

The Company also adopted SFAS 159, “The Fair V@pton for Financial Assets and Financial Liabd&f (“SFAS 159”).SFAS 15¢
permits entities to choose to measure many findasiets and financial liabilities at fair valuenrBalized gains and losses on item:
which the fair value option has been elected grerted in earnings. SFAS 159 is effective for figears after November 15, 2007.
The Company did not elect to apply the fair valpdan available under SFAS 159 for any of its ddigiinstruments

Financial assets and liabilities measured at faluer on a recurring basis as at September 30, @issted of the following (in
thousands)

Fair Value Measurements as at September 30, 2008ibg:

Level 1 Level 2 Total
Trading securities $ 63727 $ - $ 6,37
Available for sale securities 56,22¢ - 56,22¢
Derivative liability** - (1.9 (1.9
Total 62,60( (1.9 62,598.!

Marketable securities that are classified in Ievebnsist of available-for-sale and trading sei&sgifor which market prices are readily
available, marketable securities that are claskifidevel 2 consist of trading securities for whitere are quoted prices in active
broker’'s markets. The fair value of derivative &ss@e determined based on inputs that can beedefiom information available in
publicly quoted markets. Unrealized gains or logem® available-for-sale securities are recordeddoumulated other comprehensive
(loss) income

* The trading securities and available for salausigies are mainly traded debentu

** Out of which approximately $0.9 million is attitable to the swap agreeme
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10.

Segment information presented below, results pilyntom operations in Israe

SFAS 131 “Disclosure about Segments of an Enternigl Related Informatiorgstablishes annual and interim reporting standait
an enterprise’s operating segments and relatetbdises about its products, services, geograpk&sasnd major customers. Segment
information presented below results primarily froperations in Israe

The chemical segment consists of the investme@tidot, a wholly owned subsidiary of Ampal, whicleggies in the distribution and
marketing of liquid chemicals for raw materials dige the chemical industr

The energy segment consists of the investment iGEM Egyptian joint stock company, which holdsrilgat to supply and supplies
natural gas to Israel through an underwater pipdliom Egypt to Israe

The leisure-time segment consists of an affiliabe@ry Club Hod Hasharon Sport Center and Kfar StdtsaCompany’s 51%-owned
subsidiary, each located in Isrg

The finance segment consists of all other actiwitidaich are not part of the above segme

NINE MONTHS ENDED SEPTEMBER 30, 2008 2007

(Dollars in thousands)

Revenues

Chemicals $ 420,11 $ -
Finance 5,36( 1,90¢
Leisure-time 2,30¢ 1,81¢

Intercompany adjustmen - (39




427,77¢ 3,68:
Share in losses of affiliatt (1,209 (2,037%)

Total consolidated revenu $ 426,57C $ 2,64t

Pre-tax Operating Gain (loss

Chemicals $ (259 $ -
Finance (49,089 (13,707
Leisure-time (59 10z

(49,409 (13,609
Share in losses of affiliats (1,209 (1,03%)
Total consolidated pretax lo $ (50,61H $ (14,64)

Total Assets

Chemicals $ 42132t % =
Finance 598,44: 386,08
Energy 361,32: 265,68
Leisure-Time 3,26t 3,39¢
Minority interest, ne 9,97¢ -
Intercompany adjustmen (370,509 (286,78)
Total consolidated asse $ 1,023,820 $ 368,37:

Corporate office expense is principally applicaioléhe financing operations and has been chargéttesegment above. Revenues
and pr-tax operating gain above exclude equity in earnofgsfiliates.

11. The following table summarizes securities that wertincluded in the calculations of diluted eagsirper Class A share for the
periods ended September 30, 2008 and 2007 beocacissisares are a-dilutive.
Nine Months Ended
(Shares in thousands) September 30,
2008 2007
Shares resulting from Options and Rig 2,341 2,435
14
12. LEGAL PROCEEDINGS

On January 1, 2002, Galha (1960) Ltd. (“Galha®gdik suit against the Company and other partieldimg directors of Paradise
Industries Ltd. (“Paradise”) appointed by the Compan the Tel Aviv District Court, in the amourtt MIS 11,560,000 ($3 million).
Galha claimed that the Company, which was a shédehof Paradise, and another shareholder of Pegadiisused funds that were
received by Paradise from an insurance compangh&purpose of reconstructing an industrial bugdinvned by Galha and used by
Paradise which burnt down. Paradise is currentiglired in liquidation proceedings. Ampal issueduamgntee in favor of Galha for a
benefit of a defendant for the payment of an amofip to approximately NIS 4,381,000 ($1,281,00@)final judgment against the
Company will be giver

On May 26, 2003, the Company and the directorsas@dise appointed by the Company filed a thirdypelgim against Arieh Israeli
Insurance Company Ltd. (“Arieh”) in the Tel Aviv 8ifict Court claiming that, to the extent the caletides that the directors of
Paradise appointed by the Company will have togrgyamounts to Galha, Arieh will pay such amoumtdehalf of the directors in
accordance with the Directors and Officers insuegnalicy that the Company had at that time witheAriArieh filed a statement of
defense and stated that the policy does not cbeetlaim. At this stage, the Company cannot esértta impact this claim will have
on it. In March 2008, the dispute was submittechemliation by order of the court, with the consdrthe parties

ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATION:
AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CRITICAL ACCOUNTING POLICIES




The preparation of Ampal — American Israel Corporgs (“Ampal”, and collectively with its subsidiis, the “Company”)
consolidated financial statements is in conformitth accounting principles generally accepted m thmited States (“GAAP”) which
requires management to make estimates and assasptioertain circumstances that affect amountsrteg in the accompanying
consolidated financial statements and related fiiet Actual results may differ from these estimai® facilitate the understanding
Ampal’s business activities, described below are ceAripal accounting policies that are relatively mon@ortant to the portrayal
its financial condition and results of operationsl ghat require management’s subjective judgmeéutgpal bases its judgments on its
experience and various other assumptions thatiévas to be reasonable under the circumstanceas®lIrefer to Note 1 to Ampal’s
consolidated financial statements included in tben@any’s Annual Report on Form X0for the fiscal year ended December 31, 2
for a summary of all of Amp’s significant accounting policie

No significant updates have occurred since ourdastial report on form -K, except for a revenue recognition policy resigtfrom
the recent acquisition of Gadot Chemical TanketsBgrminals Ltd.“Gado”).

Revenue Recognitic

Chemical income is measured at the fair value efctbnsideration received or the considerationttt&Company is entitled to recei
taking into account trade discounts and/or bulkalimts granted by the Compa

Chemical income is recognized in accordance witB 384 provisions, namely when (a) persuasive evidaf an arrangement exis
(b) the sales price is fixed or determinable, @)ectibility is probable, (d) no material obligatis remain under the selling agreeme
and (e) product delivery has occurred or the serlais been rendered. Revenue for services is rieedgover the period during which
those services are preformi

Revenue from sale of goods is recognized whemalfdgllowing conditions have been satisfied: (&) significant risks and rewards of
ownership of the goods have been transferred tbufer; (b) the Company retains neither continumanagerial involvement to the
degree usually associated with ownership nor éffectontrol over the goods sold; (c) the amouniesEnue can be measured reliably;
(d) it is probable that the economic benefits aisged with the transaction will flow to the Compaayd (e) the costs incurred or to be
incurred in respect of the transaction can be nredseliably.

Revenue from the provision of services is recoghlzg reference to the stage of completion of taagaction at the balance sheet ¢
and only when the stage of completion of the tretisa at the balance sheet date can be measurablye
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Recently Issued Accounting Pronouncem
SFAS No. 141~ Business Combinatiot

In December 2007, the FASB issued SFAS No. 141ideeh2007), “Business Combinations” (“SFAS 141Rbieh replaces SFAS
No. 141,"Business Combination”. SFAS 141R establishes tiveciples and requirements for how an acquirerrétpgnizes and
measures in its financial statements the ident#ialssets acquired, the liabilities assumed, agdhancontrolling interest in the
acquiree; (2) recognizes and measures the goaaegliired in the business combination or a gain fadmargain purchase; and (3)
discloses the business combination. This stateaypites to all transactions in which an entity aigacontrol of one or more
businesses, including transactions that occur wittiee transfer of any type of consideration. SHAZR will be effective on a
prospective basis for all business combinationeraafter January 1, 2009, with the exception ofabeounting for valuation
allowances on deferred taxes and acquired taxragericies. Early adoption is not allowed. The Compaiin the process of
evaluating the impact, if any, the adoption of SFMIR will have on the Company’s consolidated tssofl operations or financial
position.

SFAS No. 16— Noncontrolling Interests in Consolidated Financithtement

In December 2007, the FASB issued SFAS No. 160 teatrolling Interests in Consolidated Financialt&taents — an amendment of
ARB No. 51" (“SFAS 160"). SFAS 160 amends ARB Na.&nd establishes accounting and reporting stasdaad require
noncontrolling interests (previously referred tasority interest) to be reported as a componéegaity, changes in a parent’s
ownership interest while the parent retains itsmdiing interest be accounted for as equity tratisas, and upon a loss of control,
retained ownership interest will be remeasurediatflue, with any gain or loss recognized in @ags. SFAS 160 will be effective f
the Company commencing January 1, 2009, excephéopresentation and disclosure requirements, whilthe applied
retrospectively. Early adoption is not allowed. T&mpany is in the process of evaluating the impfany, that the adoption of
SFAS 160 will have on the Compé's consolidated results of operations or financgsiifpon.

SFAS No. 16- Disclosures about derivative instruments and heglgictivities

In March 2008, the FASB issued Statement of Firelmetcounting Standards No. 161, “Disclosures alirivative Instruments and
Hedging Activities — an amendment of FASB Statenidmt133 (“SFAS 161").SFAS 161 requires enhancedldsures regarding
derivatives and hedging activities, including: {t& manner in which an entity uses derivative imagnts; (b) the manner in which
derivative instruments and related hedged itemsi@reunted for under Statement of Financial Acdagrstandards No. 133,
“Accounting for Derivative Instruments and Hedgifwgtivities”; and (c) the effect of derivative inatnents and related hedged items
on an entity’s financial position, financial penfioance, and cash flows. SFAS 161 is effective foaritial statements issued for fiscal



years and interim periods beginning after Noveniter2008. The Company is in process of evaluatiegrmpact, if any, that tr
adoption of SFAS 161 will have on its financialtstaents

SFAS No. 16- The hierarchy of generally accepted accounting gigles

In May 2008, the FASB issued Financial Accountitgr@lard (FAS) No. 162, “The Hierarchy of Generdicepted Accounting
Principles.” The statement is intended to impramaricial reporting by identifying a consistent liehy for selecting accounting
principles to be used in preparing financial staets that are prepared in conformance with geryeaattepted accounting principles.
Unlike Statement on Auditing Standards (SAS No.“88ge Meaning of Present in Conformity With GAAREAS No. 162 is directed
to the entity rather than the auditor. The statdrigeeffective 60 days following the SECapproval of the Public Company Account
Oversight Board (PCAOB) amendments to AU Sectioh, 4The Meaning of Present Fairly in Conformity WiGAAP,” and is not
expected to have any impact on the Com/ s results of operations, financial condition oulijty.

SFAS No. 14-3

In April 2008, the FASB issued FASB Staff Positipie “FSP”) FAS No. 142-3, which amends the factbeg must be considered in
developing renewal or extension assumptions usddtermine the useful life over which to amortilze tost of a recognized
intangible asset under FAS No. 142, “Goodwill arttiéD Intangible Assets.” The FSP requires an ettdityonsider its own
assumptions about renewal or extension of the tértime arrangement, consistent with its expectedafishe asset, and is an attemy
improve consistency between the useful life of@gmized intangible asset under FAS No. 142 angé¢hied of expected cash flows
used to measure the fair value of the asset unigrNfo. 141, “Business Combinationg.he FSP is effective for fiscal years begint
after December 15, 2008, and the guidance for mhtiérg the useful life of a recognized intangibsset must be applied prospectiv
to intangible assets acquired after the effectate.dThe FSP is not expected to have a significapéct on the Company’s results of
operations, financial condition or liquidit
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SFAS No. 15-3

In October 2008, the FASB issued FASB Staff Posi8&AS No. 157-3, “Determining the Fair Value dfinancial Asset When the
Market for That Asset Is Not Active,” (“SFAS No. 78"). This position clarifies the application oABB No. 157 in a market that is
not active and provides an example to illustratgedansiderations in determining the fair value dhancial asset when the market for
that financial asset is not active. This positicasveffective for us on September 30, 2008. Thetamtopf this position did not have an
effect on our financial statemen

Results of Operatior

Changes in pricing and demand for chemi

The overall demand for chemical products, espgctalmmodity chemicals, is highly dependent on galneconomic conditions. In tl
past few months, both the prices and demand fanatads have been volatile. The economic indicatiams the United States and
Europe have started to negatively influence dem@ihd.economic slow down is already being felt ia tonstruction sector, mainly in
the United States, which had enjoyed significant\gh in recent years. The construction sectorl&ge consumer of chemical
products.

Chemical Carrier

In recent years, the increased demand for chemai® an increase in shipping demand in the cbalncarrier sector. Fuel prices
significantly impact the profitability of this segmt in Gadot’s activity. The rapid increase infikces during the first nine months of
2008 had a significant negative influence on thasgiprofit of Gadot. Any future reduction in oiiggs may contribute positively to
Gado’s gross profit

On April 29, 2008, Gadot announced that an agreehashbeen signed for the winding-up of Chem-TaskaWV ., a limited
partnership registered in the Netherlands, whick @regaged in the maritime shipping of chemicalsuik (hereafter — the
“Partnership”). The Partnership was establishedymmt to an agreement signed on October 1, 200&batGadot Yam Chemical
Shipping Ltd., a wholly owned and controlled sukeigl of Gadot, and a foreign company registere@yprus (hereafter — the
“Partners”). The agreement sets forth the mannwich the Partnership will wind down, includingopisions relating to the settling
of accounts between the Partners, the distributfdhe operating routes, the ships, and the fixes@ts of the Partnership and the
payment of winding-up expenses. Following the wiigdup of the Partnership, the Company shall coetiouwperate the operating
routes that it operated prior to the establishnoétihe Partnership in 2005, viz., the North Eurdpediterranean Sea route and the
North Americ-Mediterranean Sea rou

Nine months ended September 30, 2008 comparesh¢onmdnths ended September 30, 2

The Company recorded a consolidated net loss aB$#dlion for the nine months ended September2B08 compared to a net gain
of $3.7 million for the corresponding period in Z00he increase in loss is primarily attributaldeah increase in interest expense,
translation loss and increase in the Israeli comsiprice index that the Company’s debentures aked to for the nine months ended
September 30, 2008 as compared to the correspopdingd in 2007



In the nine months ended September 30, 2008, thgp@oy included the results of operations of Gadbhich was purchased in three
parts, on December 3, 2007, May 29, 2008 and Auguad08. Below is data from Gadot results of ofiena (in millions of dollar)

Chemical incomt -$ 42C
Chemical expens -$ 38¢
Marketing expens -$ 82
Other expense (mainly general and administra -$ 16.¢
Interest expens -$ 7€
Net loss -$ 3€

In the nine months ended September 30, 2008, thgp@oy recorded $8.2 million of marketing expenses@mpared to recording no
marketing expense in the corresponding period B72These expenses are attributable to Gadot, wisséis of operation was
consolidated for the first time in 2008. Marketiexpense is composed mainly of salary and commissipanses
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In the nine months ended September 30, 2008, thgp@oy recorded a $27.3 million of general, admiatate and other expense, as
compared to $8.1 million in the corresponding p&iim2007. The increase is mainly due to consdhdaBGadot for the first time in
2008.

In the nine months ended September 30, 2008, thgp@oy recorded a $9.6 million of Minority interestegare in losses of subsidiari
net, as compared to none in the corresponding gh@ri@007. These losses are mainly attributabteatoslation losses in the notes
issued to the partners in the Joint Venture, reguftom valuate of the New Israeli Shekel comparethe U.S. Dollar

In the nine months ended September 30, 2008, thgp@oy recorded a $33.3 million interest expensepatgared to a $7.8 million
interest expense for the corresponding period Bv2The increase in interest expense relates tinthhease in notes payable which the
Company received to finance the purchase of GéRutance of the Company’s Series B debenturesaserin the Israeli consumer
price index and the interest expense of Gadot wiielCompany included for the first time in 20

In the nine months ended September 30, 2008, thgp@oy recorded a $19.5 million translation loss;@apared to a $1.0 million
translation loss for the corresponding period i20The increase in translation loss is relatea ¢tbange in the valuation of the New
Israeli Shekel as compared to the U.S. Dollarnareiase of 11% in the nine month ended Septemh&088 as compared to a
decrease of 0.5% for the corresponding period 0vZ

Share in losses of affiliates increased to a rest & $1.2 million for the nine months ended Sepien30, 2008, compared to a net loss
of $1.0 million for the corresponding period in Z0

In the nine month period ended September 30, 20@8Company recorded $0.5 million gain from iss@aoicshares by Gadot in 20

In the nine month period ended September 30, 20@8Company recorded $1.2 million of net realizathg@n investments, compared
to $0.2 million of net realized gain in the sameigein 2007. The net gain recorded in 2008 wamarily attributable to the sale of
Hod Hasharon Limited Partnership ($0.8 million gathe sale of certain assets by PSINet Europepbtiee holdings of one of
Ampal’s investee companies, Telecom Partners (“T$0)3 million gain) and the sale of certain asbgt&IMI Opportunity Fund L.P
(“FIMI™) ($0.1 million gain).

On August 5, 2007, the Company completed the da%ersHal Ltd (“Am-Hal”). Am-Hal was a wholly owned subsidiary which ow
and operated a chain of senior citizens faciliibesited in Israel. Accordingly, Am-Hal has beenargd as a discontinued operation
for the nine months ended September 30, 2

Results of operations analyzed by segments formimeths ended September

2008 2007

(U.S. Dollars in thousands)

Revenues

Chemicals $ 420,11¢ $ -

Finance 5,36( 1,90¢

Leisure-time 2,30¢ 1,81¢

Intercompany adjustmen - (39

427,77¢ 3,68



Equity in losses of affiliate (1,209 (1,037)

Total $ 426,57( % 2,64t

The chemicals income relates solely to Gadot anigetefrom the following activities: sales of a widange of liquid chemicals,
providing maritime shipping services of chemicatsships and providing other services which incligigstics and storage services
chemicals

In the nine months ended September 30, 2008, thgp@oy recorded $426.6 million in revenue which wasprised of $420.1 millic
in the Chemicals segment, due to the acquisiticBasfot, $5.4 million in the Finance segment, $2ilBan in the Leisure-Time
segment and a $1.2 million loss in share in eamofgffiliates, as compared to $2.6 million foe ttame period in 2007, which was
comprised of $1.9 million in the Finance segmet83nillion in the Leisure-time segment and a $tillion loss in share in earnings
of affiliates. The increase in the Finance segmevdnue is primarily related to the increase iized and unrealized gains on
marketable securities and interest income from siiég
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2008 2007
(U.S. Dollars in thousands)

Expenses

Chemicals $ 420,36¢ $ -
Finance 54,44¢ 15,57:
Leisure-time 2,36¢ 1,71c
Total $ 477,18 % 17,28¢

In the nine months ended September 30, 2008, thgp@oy recorded $477.2 million in expenses which egasprised of $420.4
million in the Chemicals segment, due to the adtjoisof Gadot, $54.4 million in the Finance segtnand $2.4 million in the Leisure-
time segment, as compared to $17.3 million expémsihe same period in 2007 which was comprise®1&.6 million in the Finance
segment and $1.7 million in the Leisure-Time segniEne increase in expenses in the Finance segmprimarily attributable to the
$19.5 million translation loss which was recordeé tb the change in the valuate of the New Isiledikel as compared to the U.S.
dollar, increase in the Israeli consumer price xpdiee interest expense of Gadot which the Comjraciyded for the first time in 2008
and to the increase in interest expense relatdtbtaotes payable which the Company received tmfia the purchase of Gad

Three months ended September 30, 2008 comparbde® ihonths ended September 30, 2

The Company recorded a consolidated net loss ab$hilion for the three months ended Septembe2B08 compared to a net gain
of $11.9 million for the same period in 2007. Therease in loss is primarily attributable to arréase in interest expense, translation
loss and an increase in Israeli consumer pricexititgt the Company’s debentures are linked totferthree months ended September
30, 2008 as compared to the same period in Z

In the three months ended September 30, 2008 thep@&uay included the results of operations from Gagbtch was purchased in
three parts, on December 3, 2007, June 3, 200&agdst 12, 2008. Below is data from Gadot resuitsperations (in millions of
dollar):

Chemical incomt -$ 14c
Chemical expens -$ 124
Marketing expens -$ 21
Other expense (mainly general and administra -$ 6
Interest expens -$ 4
Net income -$ 2

In the three months ended September 30, 2008, dhepény recorded a $2.1 million of marketing expeasecompared to recording
no marketing expense in the corresponding peri@D3v. These expenses are attributable to Gadoseviesults of operation were
consolidated for the first time in 2008. Marketiexpense is composed mainly of salary and commissipanses



In the three months ended September 30, 2008,dheény recorded a $9.0 million of general, admiatste and other expense, as
compared to $3.6 million in the corresponding p&iio2007. The increase is mainly due to consdhdaBadot for the first time in
2008.

In the three months ended September 30, 2008,ahegény recorded a $3.3 million of Minority intereshare in gain of subsidiaries,
net, as compared to none in the corresponding g@rid007. These gains are mainly attributabledoslation losses in the notes
issued to the partners in the Joint Venture, rigguftom valuate of the New Israeli Shekel comparethe U.S. Dollar

In the three months ended September 30, 2008,dhegpény recorded a $18.3 million interest expensepanpared to a $3.6 million
interest expense for the same period in 2007. itrease in interest expense relates to the incheasdes payable which the
Company received to finance the purchase of Géutance of the Company’s Series B debenturesaserin the Israeli consumer
price index and the interest expense of Gadot, lwthie Company included for the first time in 20

19

In the three months ended September 30, 2008, dhepény recorded a $5.9 million translation gainc@spared to a $1.5 million
translation loss for the same period in 2007. Tétegain is related to a change in the valuatiothefNew Israeli Shekel as compare
the U.S. Dollar which influences net gain the deébess Series B that were issued in 2008, an inereb2% in the three months ended
September 30, 2008 as compared to a decrease%fférihe corresponding period in 20!

In the three months ended September 30, 2008, dhegpény recorded $1.8 million loss of share in eagsiof affiliates, compared to a
net loss of $0.7 million for the same period in 20The increase in loss is primarily attributaldette losses from Gadot 's affiliates
which were included for the first time in 20(

In the three months ended September 30, 2008, dhepény recorded $0.8 million of realized gain ovestments, compared to $0.2
million of net realized gain in the same perio@007.

On August 5, 2007, the Company completed the sa%amsHal. Am-Hal was a wholly owned subsidiary whiowned and operated a
chain of senior citizens facilities located in EraAccordingly, Am-Hal has been reported as aafiioued operation for the three
months ended September 30, 2C

Results of operations analyzed by segments foe thmenths ended September

2008 2007

(U.S. Dollars in thousands)

Revenues
Chemicals $ 14259° $ -
Finance 2,31( 90z
Leisure-time 817 67C
Intercompany adjustmen - (5)
145,72: 1,567
Share in losses of affiliatt (1,787%) (69%)
Total $ 14393  $ 872

In the three months ended September 30, 2008, dhepény recorded $143.9 million in revenue which e@®prised of $142.6
million in the Chemicals segment, due to the adgtjoisof Gadot, $2.3 million in the Finance segme.8 million in the Leisure-time
segment and $1.8 million loss in share in earnofgsfiliates, as compared to $0.9 million for tt@responding period in 2007, which
was comprised of $0.9 million in the Finance segm®0.7 million in the Leisure-time segment and7$@illion loss in share in
earnings of affiliates. The increase in the Finasegment revenue is primarily related to the ineeda interest on deposi

2008 2007

(U.S. Dollars in thousands)

Expenses
Chemicals $ 140,51¢ $ -
Finance 11,55( 7,97¢

Leisure-time 862 67¢



Total $ 152,93. $ 8,65¢

In the three months ended September 30, 2008, dhepény recorded $152.9 million in expenses which eamprised of $140.5
million in the Chemicals segment, due to the adtorsof Gadot, $11.5 million in the Finance seginand $0.9 million in the Leisure-
time segment, as compared to $8.7 million expemisthé same period in 2007 which was comprisedd #illion in the Finance
segment and $0.7 million in the Leisure-Time segniEne increase in expenses in the Finance segmprimarily attributable to the
increase in the Israeli consumer price index, tierest expense of Gadot, which the Company inddioiethe first time in 2008, the
increase in interest expense related to the naigalye which the Company received to finance thelmse of Gadot and to the
interest on the debenture Series
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Income taxes

In the nine month and three month periods endetke8dger 30, 2008 the Company reported a minor tagfite6from income taxes as
compared to approximately $3 million and $2 milliorthe corresponding periods in 2007. The Comgeag/recorded a valuation
allowance with respect to deferred tax assetstiegiffom net operating losses in Israel and inWseand the income taxes resulting
from the Gadot acquisition. The Company’s otheesapesult from earnings of other subsidiaries fiadls the US and other foreign
jurisdictions.

Liquidity and Capital Resourct
Cash Flow

On September 30, 2008, cash, cash equivalents arigttable securities were $158.8 million, as comgavith $66.7 million at
December 31, 2007. The increase is attributableeidssuance of the Company’s Series B debentmepartly offset by purchasing
an additional interest in Gad«

As of September 30, 2008, the Company had $62l&mif marketable securities as compared to $2#lkon as of December 31,
2007. The increase is attributable to the purclgasirmarketable securities with part of the proseledm the issuance of the
Compan’s Series B debentures and due to consolidating tGadthe first time in 200¢

The Company may also receive cash from operatindsrevesting activities and amounts available urmdedit facilities, as described
below. The Company believes that these sourcesuffiicient to fund the current requirements of @iens, capital expenditures,
investing activities and other financial commitneeaf the Company for the next 12 months. Howewethé extent that contingencies
and payment obligations described below and inrgibés of this Report require the Company to makanticipated payments, the
Company would need to further utilize these souatesmsh. The Company may need to draw upon israthurces of cash, which
may include additional borrowing, refinancing o éxisting indebtedness or liquidating other ass$e¢svalue of which may also
decline.

In addition, Ampal’s interest in Gadot has beerdgkl and cash equal to $2.7 million has been plasedcompensating balance for
various loans provided to the Compa

Cash flows from operating activiti

Net cash used in operating activities totaled ayprately $8.1 million for the nine months ended ®egber 30, 2008, compared
approximately $26.5 million used in operating aitiéég for the corresponding period in 2007. Therdase in cash used is primarily
attributable to the dividend received from Gadaffiates in the nine months ended September 8082and the decrease in the
investments made in trading securiti

Cash flows from investing activiti

Net cash used in investing activities totaled apipnately $169.0 million for the nine months endexp@mber 30, 2008, comparec
approximately $24.1 million provided by investindigities for the corresponding period in 2007. Therease in cash used in
investing activities is primarily attributable tioet payment for ships purchased by Gadot, to thziawdia investment in Gadot, Bay
Heart and Global Wind Energy, investment in semsitvhich were classified as available for saleréase in deposits granted and
decrease in the proceeds from the sale of invessn

Cash flows from financing activiti

Net cash provided by financing activities was agpmately $228.4 million for the nine months endegp@mber 30, 2008, compar
to approximately $28.6 million of net cash providsdfinancing activities for the corresponding perin 2007. The increase in cash
provided is primarily attributable to the issuammé¢he Compan's Series B debenture

In the nine months ended September 30, 2008, thgp@oy received $70.4 million notes payable and gaidn its existing note



payable in the amount of $3.0 million, as compacexkceiving approximately $37.2 million of net estpayable and paying down
$26.7 million notes payable for the correspondiagqul in 2007

The Company received $0.3 million from exercisstotk options for the nine months ended Septembe2(8, as compared to
receiving $18.0 million for the corresponding peria 2007.

Investments

In the nine months ended September 30, 2008, thgp@oy made additional investments in the form $8a million loan to Bay
Heart and $2.4 million capital contribution to Gé&Wind Energy

In the nine months ended September 30, 2008, thgp@oy disposed of the following investmer
On March 2008, the Company received $0.3 millimmfithe sale of certain assets by PSINet Europeobtie holdings of TF
On February 29, 2008, the Company sold certainaséé&IMI for $0.1 million.

On August 7, 2008, the Company signed an agreefoetite sale of its 50% holdings of Country ClubdHdasharon Sport Center for
a consideration of $2 millior
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Debt

Notes issued to institutional investors in Isrded, convertible note issued to Merhav and otherdgayable pursuant to ba
borrowings are either in U.S. Dollars, linked te thonsumer Price Index in Israel or in unlinked Nsraeli Shekels, with interest ra
varying depending upon their linkage provision amature between 20-2019.

The Company finances its general operations arg dithancial commitments through bank loans fronmiBBlapoalim, Union Bank «
Israel Ltd. (“UBI") and Israel Discount Bank LtdIPB”). As of September 30, 2008, the outstandindgintedness under these bank
loans totaled $144.3 million and the loans mathreugh 200-2019.

On April 6, 2008, the Company entered into a tagseement with Clal Finance Trustees 2007 Ltd.yamsto which the Company
issued notes (Series B) for trading on the Tel Afock Exchange (the “TASE”) pursuant to a progpepublished with the Israel
Securities Authority in the principal aggregate amioof NIS 577,823,000 (approximately $165.7 milavith an interest rate of 6.6'
which is linked to the Israeli consumer price ind€Re notes shall rank pari passu with our unsecindebtedness. The notes will be
repaid in five equal annual installments commenainganuary 31, 2012, and the interest will be paid-annually.

The following additional terms apply to the not

. Ampal may issue additional notes without limitati
. Ampal has a four year grace period for making ppakcpayments on the notes, which payments willbegin until 2012
. The notes are partially secured by a cash depoaibank account in the name of the trustee imasuat equal to four years of

interest payments on the debentures, such depdsit teturned to the Company in eight installméetginning on the first
interest payment date and continuing on each suksgdnterest payment date thereal

Ampal funded the Gadot transaction with a combaratf available cash and the proceeds of a newitdemility, dated November 29,
2007 between Merhav Ampal Energy, Ltd. (‘“MAE”) aiB, for approximately $60.7 million which amouna®increased on June 3,
2008, on the same terms and conditions, by appratein$11.3 million and also was increased on Sepge 23, 2008, on the same
terms and conditions, by approximately $15.4 mill{the “Credit Facility”). The Credit Facility iswdded into two equal loans of
approximately $43.7 million. The first loan is aoéving loan that has no principal payments and tayepaid in full or in part on
December 31 of each year until 2019, when a sibglleon payment will become due. The second losa mlatures in 2019, has no
principal payments for the first 1.5 years, andighareafter be paid in equal installments overtmaining 9.5 years of the term.
Interest on both loans accrues at a floating ratmieto LIBOR plus a percentage spread and is payaba current basis. Ampal has
guaranteed all the obligations of MAE under thedBrEacility and Ampal’s interest in Gadot has disen pledged to IDB as a
security for the Credit Facility. Yosef Maiman tegreed to maintain ownership of a certain amouthh®Company’s Class A
Common Stock. The Credit Facility contains custonadfirmative and negative covenants for crediilities of this type.

As of September 30, 2008, the Company has a $8lidmiban with UBI that bears interest at the rafd IBOR plus 2% to be repaid
in six annual installments commencing on April @08 and various other loans with UBI in the aggtegenount of $8.5 million
bearing interest at rates between 4.3% and 4.8% tepaid until 200¢

As of September 30, 2008, the Company has a $2i#librmioan with Bank Hapoalim as part of a $27 limih dollar loan facility. The
funds borrowed under the loan facility are dueimerannual installments commencing on Decembe2@Q7 and bear interest at an
annual rate of LIBOR plus 2%. The related loan egrent contains financial and other covenants irictuen acceleration of payment
upon the occurrence of certain changes in the awhipeof the Companyg’Class A Stock. As of September 30, 2008, the Gom[s ir
compliance with its debt covenan



As of September 30, 2008, the Company has a $10iflién loan from institutional investors who owi®% of Merhav Ampal Energy
Holdings, LP. The loan is not linked to the Consufece Index in Israel, bears no interest an@jmmyable upon agreement by both
parties, but with a minimum term of one ye

A short term loan from Bank Hapoalim in the amoof$3.5 million a bear interest of 7.1% and is éorbpaid by December 31, 20l

On November 20, 2006, the Company entered intost &aigreement with Hermetic Trust (1975) Ltd. parguo which the Company
issued Series A debentures to institutional inwssitolsrael in the principal aggregate amount t8 R50 million (approximately $58
million) with an interest rate of 5.75%, which isked to the Israeli consumer price index. The siataall rank pari passu with our
unsecured indebtedness. The notes will be repdidarequal annual installments commencing on Ndven20, 2011, and the interest
will be paid semi-annually. As of September 30,&08e outstanding debt under the notes amour$gg&d® million, due to the change
in valuation of the New Israeli Shekel as compdcethe U.S. dollar. The Company deposited an amoL$10,207,000 with Hermet
Trust (1975) Ltd. to secure the first three yeaostivof payments of interest on the debenturef/&eptember 30, 2008, the
outstanding amount of the deposit was $6.4 mill
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On April 29, 2008 the Company completed its SeBieebenture offering in Israel. Ampal accepted stiptions in the amount of NI
577.8 million (approximately $165.7 million) fosiSeries B debentures. The debentures are linkie tgraeli consumer price index
and will carry an annual interest rate of 6.6%. mbees shall rank pari passu with our unsecureelitetiness. The notes will be repaid
in five equal annual installments commencing orudayn 31, 2012, and the interest will be paid senmielly. As of September 30,
2008, the outstanding debt under the notes amdéai$is76.1 million, due to the change in valuatibéthe New Israeli Shekel as
compared to the U.S. dollar. The Company depositedmount of $44,551,773 with Clal Finance Trus2i@37 Ltd. in accordance

with a trust agreement dated April 6, 2008 to sec¢he first three years worth of payments of irkeom the debentures. As of
September 30, 2008, the outstanding amount ofépesit was $39 milliol

Midroog Ltd., an affiliate of Moody’s Investors See, initially rated the Company’s Series A delwees as A3. On March 27, 2008
Midroog raised the rating of the Series A debersttioeA2 and rated the Series B debentures as ABeptember 15, 2008 Midroog
reduced the rating to A

Other long term borrowings in the amount of $0.8iam are linked to the Consumer Price Index iraédr mature between 2008 and
2010 and bear annual interest of 5.

As of September 30, 2008, Gadot had $0.2 milliotstanding under its convertible debentures. Thextdes are linked to the
Consumer Price Index in Israel, bear annual intexethe rate of 6.5%, and are repayable in twakgonual installments on
December 5, 2008 and 2009. The debentures are titmeénto ordinary shares of Gadot until Decembg009.

As of September 30, 2008, Gadot had $13.3 milliststanding under its other debentures. These detesnare not convertible into
shares and are repayable in five equal annuallmstats on September 15 of each of the years 2@@&igh 2012. The outstanding
balance of the principal of the debentures beamsi@rinterest at the rate of 5.3%. The principal Bmerest of the debentures are
linked to the Consumer Price Index in Israel arititerest is payable in semi-annual installmentMarch 15 and September 15 of
each of the years 2006 through 2C

As of September 30, 2008, Gadot has short ternslpagable in the amount of $106.3 million and ltergn loans payable in the
amount of $55.3 million. The various short termnsgayable are either unlinked or linked to theokamd bear interest at rates

between 5.73% to 6.09%. The various long term Igeysble are either unlinked, linked to the ConsuPtee Index in Israel or
linked to the Euro and bear interest at rates betwie82% to 6.9%

The weighted average interest rates and the baafidbhese short-term borrowings at September @08 2nd December 31, 2007
were 5.3% on $154.2 million and 6.3% on $136.6ioill respectively

As of September 30, 2008, the Company had issuadhgtees on certain outstanding loans to its ieessand subsidiaries in the
aggregate principal amount of $44.3 million. Thestude:

1. A $5.8 million guarantee on indebtedness incurre@8&y Heart in connection with the development iperty. Bay Heart
recorded losses in 2008 as a result of decreastal revenues. There can be no guarantee that Bayt Will become profitabl
or that it will generate sufficient cash to repesydutstanding indebtedness without relying onGbenpan’s guarantee

2. A $1.3 million guarantee in connection with the lawit of Galha (1960) Ltd. (“Galha”) if a final jadhent is entered against the
Company in the Tel Aviv District Cout

3. A $37.2 million guarantee of outstanding indebtesgnef Gadot

Off-Balance Sheet Arrangemel
Other than the foreign currency contracts specliieldw, the Company has no -balance sheet arrangemel

FOREIGN CURRENCY CONTRACT:




The Company'’s derivative financial instruments ésinsf foreign currency forward exchange contraatpurchase or sell U.S. dollars.
These contracts are utilized by the Company, friome to time, to manage risk exposure to movemeantsreign exchange rates. Nc
of these contracts have been designated as heidgingments. These contracts are recognized atsass@bilities on the balance
sheet at their fair value, which is the estimatedant at which they could be settled, based on atgmlices or dealer quotes, where
available, or based on pricing models. Changeaiinvalue are recognized currently in earnir

As of September 30, 2008, the Company had opemgfomirrency forward exchange contracts to purchhSe Dollars and sell Euros
in the amount of $2.6 million, contracts to purah&siros and sell U.S. Dollars in the amount of $dilBon and contracts to sell New
Israeli Shekel and buy U.S. Dollars in the amoudrgbmillion.
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FORWARD LOOKING STATEMENTS

This Quarterly Report (including but not limitedfectors discussed above, in the “Managensebtscussion and Analysis of Financ
Condition and Results of Operations,” as well as¢hdiscussed elsewhere in this Quarterly Repoftoom 10-Q) includes forward-
looking statements (within the meaning of Secti@A »f the Securities Act of 1993 and Section 21khef Securities Exchange Act of
1934) and information relating to the Company tiretbased on the beliefs of management of the Coyrgewell as assumptions
made by and information currently available to tienagement of the Company. When used in this QiiaReport, the words
“anticipate,” “believe,” “estimate,” “expect,” “ind,” “plan,” and similar expressions, as theyteeta the Company or the
management of the Company, identify forward-lookstatements. Such statements reflect the currentsvdf the Company with
respect to future events or future financial parfance of the Company, the outcome of which is stilbpecertain risks and other
factors which could cause actual results to diffieterially from those anticipated by the forwardimg statements, including among
others, the economic and political conditions iaé$ and the Middle East and the global businedseannomic conditions in the
different sectors and markets where the Com’s portfolio companies opera

Should any of those risks or uncertainties mategabr should underlying assumptions prove inarr&ctual results or outcomes
vary from those described herein as anticipatelie\esl, estimated, expected, intended or plannkds@ risks and uncertainties may
include, but are not limited to, those describethia report, in Part II, tem 1A. Risk Factors aidewhere in our Annual Report on
Form 10-K for the year ended December 31, 2007 tlapsk described from time to time in our futungomts filed with the Securities
and Exchange Commission. The Company assumes igaiitnh to update or revise any forw-looking statement:

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

MARKET RISKS AND SENSITIVITY ANALYSIS

The Company is exposed to various market riskdidtieg changes in interest rates, foreign curremayhange rates, index rates and equity
price changes. The following analysis present$iipothetical loss in earnings, cash flows andvfalues of the financial instruments which
were held by the Company at September 30, 2008aansdensitive to the above market risks.

During the nine months ended September 30, 20882 thave been no material changes in the marketxgosures facing the Company as
compared to those the Company faced in the fiseal gnded December 31, 2007.

Interest Rate Risks

On May 15, 2008, the Company entered into a swageagent with respect to its Series B debenturgbeiprincipal amount of $165.7
million, due 2016. As a result of these agreemt@sCompany is currently paying an effective intérate of LIBOR plus 5.12% on
$43.9 million of these debentures, as compareldmtiginal 6.6% fixed rate which is linked to tiseaeli consumer price index.

As of September 30, 2008, the value of the currema@p resulted in a $0.8 million decrease in oftssets and a corresponding increase in
interest expense.

As of September 30, 2008, the Company had finaasiséts totaling $146.9 million and financial llaigs totaling $678.0 million. For fixed
rate financial instruments, interest rate chandfestthe fair market value but do not impact eagsi or cash flows. Conversely, for variable
rate financial instruments, interest rate changeemnlly do not affect the fair market value butdpact future earnings and cash flows,
assuming other factors are held constant.

As of September 30, 2008, the Company did not fized rate financial assets and had variable riatntial assets of $146.9 million. A ten
percent decrease in interest rates would not isertiee unrealized fair value of the fixed rate &sse

As of September 30, 2008, the Company had fixegldabt of $372.5 million and variable rate deb$8®5.4 million. A ten percent decrease
in interest rates would increase the unrealizedvidue of the financial debts in the form of tiveetl rate debt by approximately $7.4 millic



The net decrease in earnings and cash flows fandkeyear resulting from a ten percent interetst ircrease would be approximately $1.5
million, holding other variables constant.
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Foreign Currency Exchange Rate Sensitivity Analysis

The Company’s exchange rate exposure on its fiahimstruments results from its investments andoomgoperations. As of September 30,
2008, the Company had open foreign exchange fora@mttacts to purchase U.S. Dollars and sell Eurdise amount of $3.9 million,
contracts to purchase Euros and sell Pounds iartfeint of $0.3 million and contracts to sell U.8llBrs and buy Euros in the amount of
$1.3 million. Holding other variables constantthiére were a ten percent devaluation of each diofeggn currency, the Company’s
cumulative translation loss reflected in the Comypmaccumulated other comprehensive loss woulceeme by $5.9 million, and regarding
the statements of operations, a ten percent deiaiuaf the U.S. Dollar exchange rate would resuli net increase in earnings and cash
flows of $31.2 million, and a ten percent devaloatbf the Euro exchange rate would result in am@ease in earnings and cash flows of
million.

On May 15, 2008, the Company entered into a swageagent with respect to its Series B debenturakgmprincipal amount of $165.7
million, due 2016. As a result of these agreem#@sCompany is currently paying an effective intérate of LIBOR plus 5.12% on

$43.9 million of these notes, as compared to tigral 6.6% fixed rate which is linked to the Isiamnsumer price index. As of September
30, 2008, the value of the currency swap resutied$0.8 million decrease in other assets andragmonding increase in interest expense.

Equity Price Risk

The Company’s investments at September 30, 2008ded trading marketable securities which are medmat a fair value of $6.3 million,
including a net unrealized gain of $0.8 milliondeBb6.4 million of trading securities that are slfisd as available for sale, including a net
unrealized loss of $0.8 million. Those securitiagéhexposure to equity price risk. The estimateadrgial loss in fair value resulting from a
hypothetical ten percent decrease in prices quanestock exchanges is approximately $6.3 milliadmere will be no impact on cash flow
resulting from a hypothetical ten percent decréageices quoted on stock exchanges.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Company’s management, with the participatiothefCompany’s Chief Executive Officer and Chiafdticial Officer, has evaluated the
effectiveness of the Company’s disclosure contold procedures (as such term is defined in Rulaslb8) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (tkel&nge Act”)) as of the end of the period covdredhis report. Based on such
evaluation, the Company’s Chief Executive Officed &hief Financial Officer have concluded thatpfthe end of such period, the
Companys disclosure controls and procedures are effediledwithstanding the foregoing, a control systemnmatter how well designed a
operated, can provide only reasonable, not absastirance that it will detect or uncover failuréthin the Company to disclose material
information otherwise required to be set forthiie Company’s periodic reports.

Internal Control Over Financial Reporting

There have not been any changes in the Compartgisial control over financial reporting (as suatmtés defined in Rules 13a-15(f) and
15d15(f) under the Exchange Act) during the fiscalrtgrato which this report relates that have maligretfected, or are reasonably likely
materially affect the Company’s internal controko¥inancial reporting.
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Partll - OTHER INFORMATION
Item 1. Legal Proceeding:

On January 1, 2002, Galha filed a suit againsCibepany and other parties, including directorsafBise Industries Ltd.
(“Paradise”) appointed by the Company, in the TeivAistrict Court, in the amount of NIS 11,560,0(%8 million). Galha claimed
that the Company, which was a shareholder of Psgadind another shareholder of Paradise, misusdd fhat were received by
Paradise from an insurance company for the purpbseconstructing an industrial building owned bali& and used by Paradise
which burnt down. Paradise is currently involvedidguiidation proceedings. Ampal entered into a gagee in favor of Galha for a
benefit of a defendant for the payment of an amotinp to approximately NIS 4,381,000 ($1,281,08@ere is final judgment



against the Compan

On May 26, 2003, the Company and the directorsas@dise appointed by the Company filed a thirdypelgim against Arieh Israeli
Insurance Company Ltd. (“Arieh”) in the Tel Aviv Sfict Court claiming that, to the extent the caletides that the directors of
Paradise appointed by the Company will have togrgyamounts to Galha, Arieh will pay such amoumtbehalf of the directors in
accordance with the Directors and Officers insuegnalicy that the Company had at that time witheAriArieh filed a statement of
defense and stated that the policy does not cheeclaim. At this stage, the Company cannot esértta impact this claim will have
on it. In March 2008, the dispute was submittethesliation by order of the court, with the consdrthe parties. See also Part Il —
Item 1,“Legal Proceedin(’, of the Compan’s Quarterly Reports on Form-Q for the periods ended March 31 and June 30, 2

Item 1A. RISK FACTORS

In addition to the other information set forth imistreport, you should carefully consider the fezttiscussed in Part |, “Item 1A. Risk
Factors” in our Annual Report on Form 10-K for fesar ended December 31, 2007, which could matg@édiéct our business,
financial condition or future results. The risksdebed in our Annual Report on Form KQare not the only risks facing our Compa
Additional risks and uncertainties not currenthyolum to us or that we currently deem to be immaltat& may materially adversely
affect our business, financial condition and/orragiag results

Item 2. Unregistered Sales of Equity Securities and Udero€eeds
None.
Item 3. Defaults upon Senior Securiti
None.
Item 4. Submission of Matters to a Vote of Security Hold
None.
Item 5. Other Information
None.
Item 6. Exhibits.
(@) Exhibits:
4.a English Translation of the original Hebrew langudgest Deed dated, April 6, 2008, between Ampal Aoaa Israel Corporation

and Clal Financial Trusts 2007 Ltd., and its ameewis (Filed as exhibit 4.a to Form 10-Q, for thantgr ended March 31, 2008,
and incorporated herein by referenc

111 Schedule Setting Forth Computation of EarningsStere of Class A Stoc
31.1 Certification of Yosef A. Maiman pursuant to Senti802 of the Sarban-Oxley Act of 2002
31.2 Certification of Irit Eluz pursuant to Section 36Rthe Sarban«-Oxley Act of 2002

32.1 Certification of Yosef A. Maiman and Irit Eluz puiant to 18 U.S.C. Section 1350, as adopted pursa&ection 906 of the
Sarbane-Oxley Act of 2002
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdéport to be signed on its behalf by the
undersigned thereunto duly authorized.

AMPAL -AMERICAN ISRAEL CORPORATION
By: /s/ Yosef A. Maimat

Yosef A. Maimar
Chairman of the Boar
President & Chief Executive Offic



(Principal Executive Officer

By: /s/ Irit Eluz

Irit Eluz

CFO and Senior Vice Preside
Finance and Treasur
(Principal Financial Officer

By: /s/ Zahi BerAtav

Zahi Ber-Atav
VP Accounting and Controlle
(Principal Accounting Officer

Date: November 5, 20C
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AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

Exhibit Index
Exhibit No. Description
4.a English Translation of the original Hebrew langudgest Deed, dated April 6, 2008, between Ampal Aoz Israel

Corporation and Clal Financial Trusts 2007 Ltdd & amendments (Filed as exhibit 4.a to Form 1@e@the quarter
ended March 31, 2008, and incorporated herein feyence)

111 Schedule Setting Forth Computation of EarningsStere of Class A Stoc

311 Certification of Yosef A. Maiman pursuant to Senti802 of the Sarban-Oxley Act of 2002

31.2 Certification of Irit Eluz pursuant to Section 36Rthe Sarban«~Oxley Act of 2002

32.1 Certification of Yosef A. Maiman and Irit Eluz puant to 18 U.S.C. Section 1350, as adopted pursa&ection 906 of

the Sarban«Oxley Act of 2002
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Exhibit 11.1
AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
SCHEDULE SETTING FORTH COMPUTATION OF LOSS PER SHERF CLASS A STOCK
NINE MONTHS ENDED SEPTEMBER 30, 2008 2007
(Dollars in thousands, except per share amounts) (Unaudited) (Unaudited)
BASIC AND DILUTED EPS
Net loss from continuing operatio $ (40,287 $ (17,64%
Net gain from discontinued operatic $ - $ 21,3
Net income (loss) as report $ (40,287 $ 3,67t
Loss from continuing operatiol $ 0.70 $ (0.3¢)
Loss from discontinued operatio - 0.4z
Income (loss) per Class A Shz $ 0.7 $ 0.07
Weighted average number of shares used in calonléti thousands 57,72: 49,25¢




Exhibit 31.1

CERTIFICATION

I, Yosef A. Maiman, certify tha

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

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omsgitéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e&15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our

supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

C) Evaluated the effectiveness of the registrant’sldfure controls and procedures and presentedsimgort our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period couryéhis report based on su
evaluation; ant

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thewvedent
functions):

a) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reportin

/sl Yosef A. Maimar

Date: November 5, 20C Yosef A. Maimar

Chairman of the Boar
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION

I, Irit Eluz, certify that:

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

2. Based on my knowledge, this report does not cortajnuntrue statement of a material fact or omsgitéde a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtagisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4, The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e&15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our

supervision, to ensure that material informatidatieg to the registrant, including its consolidhsubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataoece with generally accepted accounting princij

C) Evaluated the effectiveness of the registrant’sldfure controls and procedures and presentedsimgort our conclusions
about the effectiveness of the disclosure conaints procedures, as of the end of the period couryéhis report based on su
evaluation; ant

d) Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially
affected, or is reasonably likely to materiallyesftf, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitte@mmittee of the registrastboard of directors (or persons performing thewvedent
functions):

a) All significant deficiencies and material weaknes#gethe design or operation of internal contratiofimancial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information;
and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the registrant’s
internal control over financial reportin

/s/ Irit Eluz

Date: November 5, 20C Irit Eluz

CFO and Senior Vice President -
Finance and Treasur




Exhibit 32.1

CERTIFICATION PURSUANT TO
RULE 13a-14(b) UNDER THE SECURITIES EXCHANGE ACT QB34
AND 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the quarterly report of Ampal-Aritan Israel Corporation (the “Company”) on For@aQ for the period ending
September 30, 2008, as filed with the SecuritiesExchange Commission on the date hereof (the “R§peach of the undersigned
executive officers of the Company certifies, to biest of such executive officer's knowledge, purdua Rule 13a-14(b) under the Securities
Exchange Act of 1934 and 18 U.S.C. Section 135@dapted pursuant to Section 906 of the Sarbanésy@xt of 2002, that:

(1) The Report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangeof 1934, as amended,;
and

(2) The information contained in the Report fairly mets, in all material respects, the financial cbadiand results of operations
of the Company

/sl Yosef A. Maimar /s/ Irit Eluz

Yosef A. Maimar Irit Eluz

Chairman of the Board, President and CEO CFO and Senior Vice President Finance and Treasurer
Ampal-American Israel Corporation Ampal-American Israel Corporation

November 5, 200 November 5, 200

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




