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UNITED STATES
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FORM 10-Q
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OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE 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 13-0435685
(State or Other Jurisdiction (I.R.S. Employer
Incorporation of Organizatior Identification Numbe

555 Madison Avenue
New York, NY, USA 10022

(Address of Principal Executive Office (Zip code)

Registrant's Telephone Number, Including Area Q@6€) 4478636

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

Indicate by check mark whether the regmt(a) has filed all reports required to be filed®ection 13 or 15(d) of the Securities Exchange Ac
of 1934 during the preceding 12 months (or for sslubrter period that the registrant was requirefilésuch reports), and (2) has been subject to
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(Check one):
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ITEM 1. FINANCIAL STATEMENTS
AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

June 30, December 31,



ASSETSASOF 2009 2008
(U.S. Dollarsin thousands) (Unaudited) (Audited)
Current asset:
Cash and cash equivalel 77,86¢ $ 68,68:
Marketable securitie 31,25: 52,85¢
Accounts receivable (Net of allowance for doubtfoiounts of $0.1 and $0. 86,19 111,23:
Deposits 11,51 13,83
Inventories 22,04¢ 33,74«
Other asset 19,83 19,51(
Total current asse 248,69¢ 299,86(
Non-current assel:
Investment 370,77 375,61:
Fixed assets, less accumulated depreciation 06$&@&nd $13,17 138,82! 112,19
Deposits 39,53 45,13¢
Deferred income taxe 24,33: 22,81¢
Other asset 13,48: 13,95¢
Goodwill 50,17: 51,55¢
Intangible asset 11,32¢ 14,78:
Total Nor-current assel 648,44. 636,05°
TOTAL ASSETS 897,14. $ 935,91°

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

June 30, December 31,
LIABILITIESAND EQUITY ASOF 2009 2008
(U.S. Dallarsin thousands, except shar e amounts) (Unaudited) (Audited)
LIABILITIES
Current liabilities:
Notes and loans payable and current matul 14191¢ $ 157,23:
Accounts payable, accrued expenses and ¢ 67,54¢ 83,92t
Total current liabilitie 209,46: 241,15¢
Long term liabilities:
Notes and loans payat 226,88 222,49¢
Debenture: 206,38 216,72
Deferred income taxe 5,221 5,96¢
Other long term liabilitie: 9,50( 9,47¢
Total long term liabilitie 448,00( 454,66
Total liabilities 657,46: 695,82:
EQUITY
Ampal's shareholders' equ:
Class A Stock $1 par value; authorized 100,00060@0100,000,000 shares; issued 63,277
and 63,277,321 shares; outstanding 56,133,764 &A@%5867 share 63,271 63,271
Additional paic-in capital 191,63t 191,26:
Retained earninc 30,15: 31,06:



Accumulated other comprehensive |

Treasury stock, at co

Total Ampal shareholders' equ

Noncontrolling interes

Total equity

TOTAL LIABILITIES AND EQUITY

The accompanying notes are an integral part oethesdensed consolidated financial statements.
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(20,677 (17,876
(28,769 (28,500)
235,62 239,22

4,05¢ 86¢

239,67 240,00

$ 897,14; $ 935,91

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

SIX MONTHS ENDED JUNE 30, 2009 2008
(U.S. Doallarsin thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES:
Chemical incom $ 186,29 $ 277,17
Real estate incormr 94 R
Equity in earnings (losses) of affiliat (275) 57¢
Realized gains on investmel 522 37¢
Realized and unrealized gains (losses) on marleetsauritie: (155) 13¢
Translation gair 11,95¢ -
Interest incom 2,60( 2,15¢€
Leisure-time income 1,30¢ 1,49:
Gain from redemption of debt, gain from changevimership interest in a subsidic
and other incom 3,37¢ 71€

Total revenue 205,72: 282,63:
EXPENSES:
Chemical expens- cost of goods sol 171,80: 259,14
Real estate expens 294 387
Interest expens 13,40¢ 14,93:
Translation los: - 25,38
Loss from sale of fixed asse 29 -
Marketing expens 3,35¢ 6,10t
General, administrative and ott 16,09¢ 18,30

Total expense 204,98! 324,25:
Gain (loss) before income tax 737 (41,620
Provision for income taxes (tax benefi (1,563 (1,081
Net income (loss 2,30( (40,539
Less: Net income (loss) attributable to nonconitiglinterests 3,21( (12,899
Net loss from continuing operatio (910 (27,645
Basic and diluted EP!

Loss per shai $ (0.02) $ (0.4¢)




Shares used in EPS calculation (in thousa

The accompanying notes are an integral part oetheadensed consolidated financial statements.
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56,16¢

57,72:

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

THREE MONTHS ENDED JUNE 30, 2009 2008
(U.S. Dollarsin thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES:
Chemical incom 91,62( $ 151,55¢
Real estate incomr 73 -
Equity in earnings (losses) of affiliat (231) @)
Realized gains on investmel 522 (33
Realized and unrealized gains (losses) on marletsduritie: 10C 39
Translation gair - -
Interest incom 1,93¢ 1,50¢
Leisure-time income 61% 76€
Gain from redemption of debt, gain from changevimership interest in a subsidic
and other incom 462 72
Total revenue 95,09 153,90

EXPENSES:
Chemical expens- cost of goods sol 85,03: 140,04
Real estate expens 157 18¢
Interest expens 6,131 10,50¢
Translation los: 14,63: 12,15¢
Marketing expens 1,741 3,00¢
Loss from sale of fixed asse 5 -
General, administrative and ott 8,61°¢ 10,56(

Total expense 116,31: 176,46
Loss before income taxi (21,219 (22,560
Provision for income taxes (tax benefi (1,982) (254)
Net loss (29,237 (22,306)
Less: Net loss attributable to noncontrolling ietes (5,82¢) (4,936
Net loss from continuing operatio (13,409 (17,370
Basic and diluted EP

Loss per shai 029 $ 0.3

Shares used in EPS calculation (in thousa 56,13¢ 57,74.

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 CASH FLOWS

SIX MONTHS ENDED JUNE 30, 2009 2008

(U.S. Dollarsin thousands) (Unaudited) (Unaudited)

Cash flows from operating activitie
Net income (loss) for the perit $ 2,30C $ (40,539
Adjustments to reconcile net (income) loss Far period to net cas
provided by (used in) operating activiti

Equity in losses (earnings) of affiliat 27¢ (57¢)
Realized and unrealized loss (gain) on investseret (367) (51¢)
Depreciation and amortization expe 6,86¢ 5,79¢
Loss from sale of fixed asst 29 -
Non cash stock based compensa 87¢ 41¢
Translation (gain) los (11,959 25,38
Decrease (increase) in other as (3,979 2,38(
Decrease (increase) in inventol 10,76: (4,289
Decrease (increase) in accounts receiv 20,16 (10,405
Increase (decrease) in accounts payable, acexgehses and oth (8,399 13,72¢
Investments made in trading securi - (79
Proceeds from sale of trading securi 1,06¢ 1,642
Gain from change in ownership interest in a &lias/ - (342)
Dividends received from affiliate 572 3,14(
Net cash provided (used in) by operating activi 18,22( (4,262)

Cash flows from investing activitie

Deposits, notes and loans receivable colle 7,252 2,35:
Deposits, notes and loans receivable gra - (54,552
Capital improvement (29,829 (21,18)
Investments made in affiliates and otF (602) (23,730)
Investments made in available for sale sh (7,787 -
Proceeds from sale of available for sale st 28,77 -
Proceeds from sale of investme 54€ 604
Proceeds from sale of fixed ass 34¢ 3,74
Net cash used in investing activiti (2,290 (92,764

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

SIX MONTHS ENDED JUNE 30, 2009 2008

(U.S. Dallarsin thousands) (Unaudited) (Unaudited)

Cash flows from financing activitie

Notes and loans payable recei $ 26,46¢ $ 25,84:
Notes and loans payable rep (32,19) (2,930
Proceeds from issuance of debent 166,85t
Deferred expense relating to issuance of debes (2,57%)
Proceeds from exercise of stock option and wais 29C
Debentures repaid and shares repurch (5,995 -
Net cash (used in) provided by financing adegi (12,719 187,48:

Effect of exchange rate changes on cash andezpstalent: 3,97(C 1,73¢



Net increase in cash and cash equival 9,18 92,19(
Cash and cash equivalents at beginning of pi 68,68 44,26

Cash and cash equivalents at end of p¢ $ 77,86¢ % 136,45

Supplement Disclosure of N-cash Investing and Financing Activit-
Conversion of a convertible debenture in subsic - 1,21¢

The accompanying notes are an integral part oethesdensed consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQLY

(U.S. Dollars in thousands)

Unaudited

Ampal American | srael Corporation

Class A stock
Accumulated
Number Additional other
of paid in Retained comprehensive Treasury Non-controlling Total

shares* Amount capital earnings income (loss) stock interests equity
BALANCE AT JANUARY 1, 2009 63,27 63,27 191,26: 31,06: (17,876 (28,500 86¢ 240,09!
CHANGES DURING 2009
Net income for the perio (910 3,21( 2,30C
Unrealized loss fror
marketable securitie (1,453 (1,453
Foreign currenc'
translation adjustmen (1,349 (25) (1,379
Total comprehensive lo (52€)
Purchase of 292,103 sha (263 (263
Share based compensat
expense 37z 37z
BALANCE AT JUNE 30, 200¢ 63,27 63,27 191,63¢ 30,152 (20,679) (28,769 4,054 239,67¢

*In thousands
The accompanying notes are an integral part oethesdensed consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQLY

(U.S. Dollars in thousands)

Unaudited



Ampal American | srael Corporation

Class A stock
Accumulated
Number Additional other
of paid in Retained comprehensive Treasury Non-controlling Total

shares* Amount capital earnings income (loss) stock interests equity
BALANCE AT JANUARY 1, 2008 63,271 63,271 189,89 47,93: (14,82) (27,879 23,20¢ 281,61¢
CHANGES DURING 2008
Net Loss for the perio (27,645 (12,899 (40,539
Unrealized gain fron
marketable securitie (96) (96)
Foreign currenc'
translation adjustmen 13,73¢ (7,349 6,39:¢
Total comprehensive lo: (34,247
Reissuance of 89,7t
treasury stock for exercit
of stock optior (15¢) 44¢ 29C
Share based compensat
expense 41¢€ 41¢€
BALANCE AT JUNE 30, 200¢ 63,271 63,271 190,31° 20,127 (1,181) (27,42%) 2,96¢ 248,08

*In thousands

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

8

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATMENTS

(Unaudited)

As used in these financial statements, the teefiCompany” refers to Ampal-American Israel Cagimn (“Ampal”) and its consolidated
subsidiaries

The accompanying unaudited condensed consdlidiaizncial statements of the Company have begpaped in accordance with generally
accepted accounting principles (“GAAP”), in the téai States of America, for interim financial infation and with the instructions to
Form 10-Q and Article 10 of Regulation S-X. Accargly, they do not include all of the informationdamotes required by GAAP for
complete financial statements. In the opinion ohegement, all adjustments (consisting of nhormalmaeg accruals) considered necessary
for a fair presentation have been included. Opegatsults for the interim period are not necebsarilicative of the results that may be
expected for the full year. You should read theserim condensed consolidated financial statemargsnjunction with the audited
consolidated financial statements in the Annuald®epn Form 10-K for the year ended December 30826led with the Securities and
Exchange Commissiol

Reference should be made to the Company’s consetidimancial statements for the year ended DeceBhe2008 for a description of the
critical accounting policies. Also, reference shiblok made to the notes to the Company’s Decemh&@0BB consolidated financial
statements for additional information regarding@wmnpan’s consolidated financial condition, results of @piens and cash flow

Recently adopted and recently Issued Accountingdtmcement

FAS 16¢

In June 2009, the Financial Accountingr8ards Board (“FASB”) issued SFAS No. 168, The BA&counting Standards
CodificationTM and the Hierarchy of Generally Actegh Accounting Principles—a replacement of FASBeSteent No. 162 (“SFAS 168").
The statement confirmed that the FASB Accountiran8ards Codification (the “Codification”) will bexee the single official source of
authoritative U.S. GAAP (other than guidance issoyethe SEC), superseding existing FASB, Ameriggtitute of Certified Public
Accountants, Emerging Issues Task Force (“EITHIY eelated literature. Upon the effectiveness efdbdification, only one level of
authoritative U.S. GAAP will exist. All other litature will be considered non-authoritative. The iication does not change U.S. GAAP;
instead, it introduces a new structure that is migga in an easily accessible, user-friendly ontemearch system. The Codification, which
changes the referencing of financial standardsyrnes effective for interim and annual periods egdin or after September 15, 2009. We



will apply the Codification beginning in the thicpiarter of fiscal 2009. The adoption of SFAS 168dsexpected to have a material impact
on our condensed consolidated financial statenwmnslated footnote:

FAS 167

In June 2009, the FASB issued FAS 167¢Adments to FASB Interpretation No. 46(R), whichrades the approach to determining
the primary beneficiary of a variable interest gntfVIE") and requires companies to more frequgrtbsess whether they must consolidate
VIEs. This new standard is effective for us begignon January 1, 2010. We are currently assedsegdtential impacts, if any, on our
consolidated financial statemer

FAS 15-4

In April 2009, the FASB issued FASB Stffsition No. 157-4, “Determining Whether a Marisehot Active and a Transaction is not
Distressed” (“FSP FAS 157-4"), which provides amtdiitl guidance in accordance with FASB No. 1571 Falue Measurements, when the
volume and level of activity for the asset or llapihas significantly decreased. FSP FAS 157-4l &leeffective for interim and annual
reporting periods ending after June 15, 2009 aadtioption did not have a material impact on quarftial statement

FAS 10-1

In April 2009, the FASB issued FASB Staffsition No. 107-1 (“FSP FAS 107-1") and APB 28‘APB 28-1"), which amends FASB
Statement No. 107, Disclosures about Fair Valdeimédncial Instruments and APB Opinion No. 28, limeFinancial Reporting, to require
disclosures about the fair value of financial instents for interim reporting periods. FSP FAS 10ahd APB 28-1 is effective for interim
reporting periods ending after June 15, 2009 aadtioption did not have a material impact on quarftial statement
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EITF 0z-6-1

In June 2008, the FASB issued FASB FRafition No. EITF 03-6-1, “Determining Whether mshents Granted in Share-Based
Payment Transactions are Participating Securiti&sSP EITF 03-6-1"). The FASB decided that unvestbdre-based payout awards that
contain non-forfeitable rights to dividends or diehd equivalents (whether paid or unpaid) are @pating securities and shall be included
in the computation of EPS pursuant to the two-afasthod under SFAS 128, Earnings per Share. FSP &316-1 became effective for the
Company on January 1, 2009 and the adoption ditianat an impact on our financial stateme

SFAS No. 157 — Fair Value Measurements

In September 2006, the FASB issued SFAS1IN7, “Fair Value Measurements”(“SFAS 157”), whjgrovides guidance on how to
measure assets and liabilities that use fair v&8&AS 157 will apply whenever another US GAAP staddequires (or permits) assets or
liabilities to be measured at fair value but doesaxpand the use of fair value to any new circamsts. This standard also will require
additional disclosures in both annual and quarterhorts. SFAS 157 is for fiscal years beginnirtgrdflovember 15, 2007 (January 1, 2008
for the Company). In February 2008, the FASB defifor one additional year the effective date cASHA57 for all nonfinancial assets and
nonfinancial liabilities, except those that areogized or disclosed at fair value in the finansiatements on a recurring basis (at least
annually). The adoption of the parts of SFAS 1%t tlecame effective in 2008 did not have a matariphct on the Company’s financial
statements. The adoption of the remaining par&#S 157 did not have a material impact on ountona statement:

SFAS No. 141R — Business Combinations

In December 2007, the FASB issued SFASIMG (revised 2007), “Business Combinations” (“SF1R”) which replaces SFAS
No. 141,“Business Combination”. SFAS 141R establishes tirejples and requirements for how an acquirerrétpgnizes and measures
in its financial statements the identifiable asseguired, the liabilities assumed, and any nomodiny interest in the acquiree; (2)
recognizes and measures the goodwill acquiredeibtisiness combination or a gain from a bargainhase; and (3) discloses the business
combination. This Statement applies to all trarieastin which an entity obtains control of one asrmbusinesses, including transactions
that occur without the transfer of any type of édegtion. SFAS 141R will be effective on a progpecbasis for all business combinations
on or after January 1, 2009, with the exceptiothefaccounting for valuation allowances on defetases and acquired tax contingencies.
Early adoption is not allowed. The adoption of SFI3A R had no material impact on the financial statets.

SFAS No. 160 — Noncontrolling Interests in Constéd Financial Statements

In December 2007, the FASB issued SFAS186 “Noncontrolling Interests in Consolidated &figial Statements—an amendment of
ARB No. 51" (“SFAS 160"). SFAS 160 amends ARB N&.d&nd establishes accounting and reporting staadhad require noncontrolling
interests (previously referred to as minority iettj to be reported as a component of equity, dwimga parent’s ownership interest while
the parent retains its controlling interest be aoted for as equity transactions, and upon a lbsertrol, retained ownership interest will
remeasured at fair value, with any gain or lossga&ed in earnings. The presentation and disobosguirements of SFAS 160 were
applied retrospectively. Other than the change@sgntation of noncontrolling interests, the adoptf SFAS 160 had no material impact
on the financial statemen

SFAS No. 161 — Disclosures about Derivative Insemi® and Hedging Activities



In March 2008, FASB issued Statement M., “Disclosures about Derivative Instruments Hedging Activities, an amendment of
FASB Statement No. 133"(“FAS 161"). FAS 161 ameadd expands the disclosure requirements of FASd 8&rify how and why
companies use derivative instruments. In addifigk 161 requires more disclosures regarding howpemres account for derivative
instruments and the impact derivatives have omgpamy’s financial statements. Other than the requilisclosures (see note 10), the
adoption of SFAS 161 had no material impact orfithencial statement:

SFAS No. 142-3 — Determination of the Useful Lifmtangible Assets

In April 2008, the FASB issued FASB Stffsition FAS No. 142-3 (“FSP FAS 142-3"), whichemds the factors that must be
considered in developing renewal or extension aptions used to determine the useful life over whahmortize the cost of a recognized
intangible asset under FAS No. 142, “Goodwill artiéd Intangible Assets.” FSP FAS 143-2 requiresrdity to consider its own
assumptions about renewal or extension of the téiime arrangement, consistent with its expectedofishe asset, and is an attempt to
improve consistency between the useful life of@gmized intangible asset under FAS No. 142 angdhied of expected cash flows use
measure the fair value of the asset under FAS Kb, “Business Combinations.” The adoption of FSFESHA2-3 had no impact on material
the financial statement
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4, Cash and cash equivalel

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

Cash equal to $2.0 million has been placed as gensating balance for various loans provided tdbmpany and would therefore be
unavailable if the Company wished to pledge themrder to provide an additional source of ci

5. Inventories — mainly chemicals and other maleitdended for sale are valued at the lower of oosnarket. Cost is determined based on
the moving average bas

6. East Mediterranean Gas Comp:

East Mediterranean Gas Co. S.A.E, an Egyptian giottk company (“EMG”), organized in 2000 in acarde with the Egyptian Special
Free Zones system, has been granted the righptortexatural gas from Egypt to Israel, other lamadiin the East Mediterranean basin and
to other countries. EMG has linked the Israeli ggenarket with the Egyptian national gas grid viaEast Mediterranean pipeline with the
first gas delivery occurring in May, 2008. EMG lieetdeveloper, owner and operator of the pipelirtkinassociated facilities on shore in
both the point of departure at El Arish, Egypt émel point of entry in Ashkelon, Israel. In the Eianarket, EMGS first contract was signt
in late 2005 with the Israel Electric Corporati6HEC”) for a quantity of 2.1 BCM annually over 18 3%ears. A second contract was signed
with Dorad Energy, Ltd. (“Dorad”) (an independeningr producer) for a quantity of 0.735 BCM annualer 17-22 years. EMG is in the
process of negotiating several additional agreesnemtering much of the anticipated 7.0 BCM annuedlymarked for the Israeli market.
This project is governed by an agreement signeadet the governments of Israel and Egypt whichgiedées EMG as the authorized
exporter of Egyptian gas, secures EMG’s tax exemnpti Israel and provides for the Egyptian govemtiseguarantee for the delivery of -
gas to the Israeli marke

On November 29, 2007, Ampal and the Israel Infeecttre Fund (“1IF”),leading a group of institutional investors, purcfha 4.3% intere:
in EMG, through Merhav Ampal Energy Holdings, LR, laraeli limited partnership (the “Joint Ventureffom Merhav M.N.F Ltd.
(“Merhav”) for a purchase price of approximatelys$9million, using funds provided by the Investdrsaddition to the Joint Venture’s
purchase from Merhav, Ampal contributed into thmt’denture an additional 4.3% interest in EMG atig held by Ampal. The Joint
Venture now holds a total of 8.6% of the outstagdihares of EMG. Ampal’s contribution was valuethatsame price per EMG share as
the Joint Venture’s purchase. This amount is edeintao the purchase price (on a per share baaid)ljy Ampal for its December 2006
purchase of EMG shares from Merh

In May 2008, the Government of Egypt adopted legiish that purports to revoke the tax free stafiexisting free zone companies
operating in the iron, cement, steel, petroleuquification and transport of natural gas industrigse legislation, by its terms, would apply
to EMG. Ampal understands that the impact of thient change in law would be to impose a 20% takMG’s net future income. It is not
clear to what extent the legislation will be enfmtor whether it is valid under the Egyptian cdositin. The legislation is, to Ampal’s
understanding, unusual, and it is not clear whelih& will be successful in its negotiations witke tBgyptian authorities or whether EMG
shall choose to challenge this legislation in coamtd therefore what if any impact the legislatiah ultimately have on EMG

In September 2008, Midroog downgraded the ratind\mpal’s Series A and Series B Debentures from@223 and will continue to
maintain Ampal on its “Watchlist.”"Midroog conclud#ghat there is a possibility that new agreementaden EMG and the Egyptian gas
supplier may adversely affect EMG’s financial rés@lompared to previous expectations, which wiliein reduced cash flow from EMG
to Ampal and other financial parameters resulthognf such reduced cash flow. Midroog added thatlitmonitor the situation, including
the negotiations between EMG and the Egyptian gpplier, the regularity of the gas supply and othetters, and will review Ampal’s
rating accordingly. Amp’s rating will remain on the Watchlis

As of June 30, 2009, the Company’s financial statesireflect a 16.8% interest in shares of EMGh Wi2% held directly and 8.6% held
through the Joint Venture (of which Ampal owns 50%)June 2009, EMG and its upstream supplier ippEgntered into an amendment



(“Amendment”) to the Gas Sales & Purchase Agreerfi&BPA”) with regard to repricing gas sold to EMGhe Amendment to the GSPA
includes price increases, periodic price adjustmeantd new gas delivery targets. Subsequently, Ekt&red into negations with both of its
contracted clients, IEC and Dorad, in order to airitweir contracts to reflect the provisions corgdim the Amendment. The Dorad
amendment was signed in July 2009 and the IEC amentnegotiations are underwi

To the best of Ampal’s knowledge, EMG is currergiypplying the full contracted quantities of the.gas
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Acquisition of Gado

On December 3, 2007, Ampal completed the purchbaéb6.5% controlling interest (63.66% on a fulljuted basis) in Gadot Chemical
Tankers and Terminals Ltd. (“Gadot”) through itsolf owned subsidiary, MAE. On June 3, 2008, Ampaichased an additional 14.98%
bringing its controlling interest to 79.3% (78.8&%b a fully diluted basis) and on August 12, 2008)pal purchased an additional 20.6%
bringing its controlling interest to 100% (99.99% a fully diluted basis). Total consideration irditkg direct transaction expenses was
$132.3 million. The cash consideration was finaneétd Ampa’s own resources and with borrowings in the amoti8a@.5 million.

Gadot was founded in 1958 as a privately held liscaenpany, with operations in distribution and keting of liquid chemicals for raw
materials used in industry. Since then, Gadot kpareded into a group of companies, which currefiotlgns Israel’s leading chemical
distribution organization. Through its subsidiayi@dot ships, stores, and distributes liquid clealsj oils, and a large variety of materials
to countries across the globe, with an emphasisrael and Western Europe. In our description add@ba business operations, the term
“Gado” refers to Gadot and its consolidated subsidia

Under the purchase method of accounting, the ¢otasideration of $132.3 million allocated to Gadadentifiable tangible and intangible
assets and liabilities assumed based on their &stiiiair values as of the date of the completidhe transactions

The overall identified tangible and intangible assequired amounted to approximately $34.3 mildod $27.8 million, respectively. The
main assets included are ships and tankers angtam o purchase and lease ships, for approxim&@8.7 million and $7.6 million,
respectively, to be amortized over an estimatetulbfe of 12 and 4 years, respective

Sugarcane Ethanol Production Pro|

On May 29, 2008, Ampal loaned Merhav $10 millianaddition to the currently outstanding $10 milltvat were loaned on December 25,
2007, to fund the sugarcane ethanol productioreptdthe “Project”) in Colombia being developedNdgrhav. The additional loan was
made pursuant to the existing promissory note ddaseof December 25, 2007, by Merhav in favor ofpair(the “Promissory Note”). The
Promissory Note was given in connection with anorpagreement dated December 25, 2007 (the “Ofigiption Agreement”), with
Merhav providing Ampal with the option (the “Optidrto acquire up to a 35% equity interest in the RitojEhe loan will be convertible in
all or a portion of the equity interest purchasadspant to the Original Option Agreeme

On December 25, 2008, Ampal entered into an amentftie “Option Amendmentp the Original Option Agreement. Under the Orig)i
Option Agreement, the Option expired on the eadfdbecember 25, 2008 or the date (the “FinanciateD) on which both (i) Merhav
obtained third-party debt financing for the Projact (i) an unaffiliated third party holds at lea25% equity interest in the Project. The
Option Amendment extends the expiration of the @pto the earlier of December 31, 2009 or the Fim@nDate.

The Option Amendment also provides that in deteimgithe price to be paid by Ampal for shares punstmthe option under the Valuation
Model (as defined below), the parties have agreeduiew the discount rate set forth in the ValeratModel to determine whether the
discount rate should be increased, provided, hokyévat the purchase price shall not exceed theuatmdmpal would have paid without
giving effect to the Option Amendment. The maximpunchase price for any interest in the Project pased by Ampal pursuant to the
option would be (A) with respect to any portionsoich interest being purchased by conversion oftitetanding balance of the Amended
Promissory Note referred to below, the lesser)dd @rice based on a currently agreed valuationainasl updated from time to time to refl
changes in project, financing and other similats@he “Valuation Model”) as such updates areeedd by Houlihan Lokey Howard
&Zukin at the time of the Option’s exercise or (le lowest price paid by any unaffiliated thirdtgdor an interest in the Project, or (B)
with respect to any portion of such interest inBeject being purchased in excess of the balahiteedmended Promissory Note, the
lowest price paid by an unaffiliated third party fts interest in the Project, unless no unaffdéathird party has purchased an interest in the
Project, in which case the purchase price will Aselol on the Valuation Modk

In consideration for Merhav entering into the Optiamendment, Ampal agreed to certain amendmerttet®romissory Note reflected in
an Amended and Restated Promissory Note, datedhibere?5, 2008 (the “Amended Promissory Note”). Aneended Promissory Note
provides for (i) an increase in the annual interatd from LIBOR plus 2.25% to LIBOR plus 3.25% diiglan extension of the maturity d:
of the Promissory Note to December 31, 2009. Asralition to amending and restating the PromissarieNAmpal received a personal
guaranty dated as of December 25, 2008, from YAs&faiman personally guaranteeing the obligatiohslerhav under the Amended
Promissory Note

The loan continues to be secured by Merhav’s pléddenpal, pursuant to a Pledge Agreement date@g@ber 25, 2007, between Merhav
and Ampal, of all of the shares of Am’s Class A Common Stock, par value $1.00 per sl*Class A Stoc”), owned by Merhav
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10.

Yosef A. Maiman, the Chairman, President and CE@ropal and a member of the controlling shareholdeosip of Ampal, is the sole
owner of Merhav. Because of the foregoing relatigmsa special committee of the Board of Directmomposed of Ampal’s independent
directors negotiated and approved the transac

Services and Management Agreeme related party transactiol

Ampal and Gadot entered into a services agreemastignt to which Gadot shall pay Ampal managenesg,fcalculated as a percentag
Gado’s profits, in consideration for management servieeslered by Ampal to Gad

Ampal and Merhav entered into an agreement purgoamhich Ampal shall pay Merhav annual managenfessg totaling in the aggregate
NIS 10 million ($2.6 million), in consideration fonanagement, marketing, financial, developmentathdr administrative services rende
by Merhav to Ampal

As stipulated above, Yosef A. Maiman, the ChairnRmesident and CEO of Ampal and a member of th&aking shareholders group of
Ampal, is the sole owner of Merhav. Because offtlhegoing relationship, a special committee ofBward of Directors composed of
Ampal's independent directors negotiated and approvetiaheaction between Ampal and Merh

Derivatives and Other Financial Instrume

As stated above, in March 2008, the FASB issued E&E Disclosures about Derivative Instrumentstdadging Activities. SFAS 161 is

an amendment of SFAS 133, Accounting for Derivathatruments and Hedging Activities (“SFAS 133" i3 statement requires enhanced
disclosures about an entity’s derivative and heglgictivities and thereby improves the transparerfidynancial reporting. FAS 161 became
effective for the Company on January 1, 2009 andhawe incorporated the additional disclosure infation for FAS 161 below

The Company is exposed to certain risks relatirigstongoing business operations, including finahenarket, political, and economic ris
The following discussion provides information redjag the Company’s exposure to the risks of chapgommodity prices, interest rates,
and foreign currency exchange ra

The Company'’s derivative activities are subjeanmagement’s discretion.

The interest rate and foreign exchange contraetbeld for purposes other than trading. They aee psimarily to mitigate uncertainty and
volatility, and to in order to cover underlying @gures. A swap contract was entered into to coseenie of the Company’s New Israeli
Shekel denominated debt in the amount of NIS 18Bomi($43.9 million) into U.S. Dollar denominatelgbt and to convert Israeli interest
rates into LIBOR interest rate

On April 1, 2009, the Company signed a interest satap contract in order to convert some of thepaony’'s LIBOR interest rate
denominated debt in the amount of $43.7 milliow ifixed interest rate dek

We use foreign currency forward contracts to mtgguctuations in foreign currency exchange raliés to variability payment or receipt of
currencies other than the Company’s functionalenay. We use contracts to purchase U.S. Dollarsalduros, contracts to purchase
Euros and sell U.S. Dollars, contracts to purchémeand sell U.S. Dollars and contracts to purctase Dollars and sell New Israeli
Shekels

We enter into derivative financial instruments lirding swaps and forward agreements. We repoifaih@alue of the derivatives on our
balance sheet. The derivatives used are not deésiyaa a hedging instrument under SFAS 133. Chandas value are recognized in
earnings in the period of chan

The following summarizes the gross fair market gadiall derivative instruments and their locatiorour consolidated balance sheet and
are shown by those in an asset or liability posidad categorized as commodity derivati

Asset Derivatives

(U.S. Dollarsin thousands)

Derivative | nstrument L ocation June 30, 2009 December 31, 2008 June 30, 2008

SWAP contract: Other asset 1,512 - 2,72¢

Exchange rate contrac Other asset 10z 9,601 -
13

Liability Derivatives

(U.S. Dollarsin thousands)



11.

Derivative | nstrument L ocation June 30, 2009 December 31, 2008 June 30, 2008

Accounts payable, accrued expenses and

SWAP contract: others 79¢ 4,21¢ -
Accounts payable, accrued expenses and
Exchange rate contrac others 41¢ 10,10¢ 611

Statement of Operation

(U.S. Dollarsin thousands)

Derivative | nstrument L ocation June 30, 2009 June 30, 2008

SWAP contrac Translation incom: 3,421 2,72¢
Interest rate SWAP contra Interest incomt 1,511 -
Exchange rate contrac Translation (expenst (1,57¢) (611)

Fair Value Measuremen

In September 2006, the FASB issued SFAS No. 155 Value Measurements”(“SFAS 157”), which defiriais value, establishes a
framework for measuring fair value in generally gmed accounting principles and expands disclosaabest fair-value measurements. The
Company adopted SFAS 157 effective January 1, 8808 financial assets and liabilities and anfgeatassets and liabilities that are
recognized or disclosed at fair value on a recgrbasis. Although the adoption of SFAS 157 didmaterially impact the Company’s
financial condition, results of operations or célstvs, the Company is required to provide additiadiaclosures within its condensed
consolidated financial statemer

SFAS 157 defines fair value as the price that whaldeceived to sell an asset or paid to trankteliability (an exit price) in an orderly
transaction between market participants and alstkshes a fair value hierarchy which requireeatity to maximize the use of observable
inputs and minimize the use of unobservable inpusn measuring fair value. The fair value hierarslithin SFAS 157 distinguishes
between three levels of inputs that may be utilizeén measuring fair value including level 1 inplutsing quoted prices in active markets
for identical assets or liabilities), level 2 inpftising inputs other than level 1 prices suchuasegl prices for similar assets and liabilities in
active markets or inputs that are observable feragset or liability) and level 3 inputs (unobsetganputs supported by little or no market
activity based on the company’s own assumptiond tseneasure assets and liabilities). A financsaled's or liability’s classification within
the above hierarchy is determined based on theskoereel input that is significant to the fair valmeasuremen

The Company also adopted SFAS 159, “The Fair V@pton for Financial Assets and Financial Liabd#f (“SFAS 159”). SFAS 159
permits entities to choose to measure many finhasiets and financial liabilities at fair valuenrdalized gains and losses on items for
which the fair value option has been elected grerted in earnings. SFAS 159 is effective for fisears after November 15, 2007. The
Company did not elect to apply the fair value optivailable under SFAS 159 for any of its eligilolstruments

The following section describes the valuation mdtiogies used by the Company to measure derivatim&racts at fair value, including an
indication of the level in the fair value hierardiywhich each instrument is generally classif\there appropriate, the description includes
details of the valuation models, the key inputthtzse models, and any significant assumpti

Derivative contracts are valued using quoted mapkiees and significant other observable and unebsée inputs. Such financial
instruments consist of aluminum, energy, interatt,rand foreign exchange contracts. The fair ealoethe majority of these derivative
contracts are based upon current quoted marketspridhese financial instruments are typically ergeatraded and are generally classified
within Level 1 or Level 2 of the fair value hierascdepending on whether the exchange is deemeel am lactive market or nc
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Financial assets and liabilities measured at fainer on a recurring basis as at June 30, 2009stedsif the following (in thousands):

Fair Value M easurementsas Using at:

June 30, 2009 December 31, 2008
Level 1 Level 2 Total Level 1 Level 2 Total
Trading securities $ 3331 §$ - $ 3331 $ 43% $ - $ 4,39
Available for sale securities 27,92: - 27,92 48,46 - 48,46
Derivative assets * - 1,61¢ 1,61¢ - 9,601 9,601
Derivative liabilities ** - (1,21%) (1,21%) - (14,329 (14,329

Total $ 31,25. $ 397 $ 31.64¢ $ 52,85¢ $ (4,722 $ 48,131
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Marketable securities that are classified in ldvebnsist of available-for-sale and trading semgitor which market prices are readily
available, marketable securities that are claskifidevel 2 consist of trading securities for whibere are quoted prices in active broker’s
markets. The fair value of derivative assets aterdened based on inputs that can be derived frdarmation available in publicly quoted
markets. Unrealized gains or losses from avai-for-sale securities are recorded in accumulated otitaprehensive (loss) incorr

* The trading securities and available for salausigies are mainly traded debentures
** See note 10

Segment information presented below, results pilynfirom operations in Israe

SFAS 131 “Disclosure about Segments of an Enterpnisl Related Information”establishes annual atedim reporting standards for an
enterprise’s operating segments and related dis@esabout its products, services, geographic am@dsnajor customers. Segment
information presented below results primarily froperations in Israe

The chemical segment consists of Gadot which ogeiiatthe distribution and marketing of liquid cheafs for raw materials used in the
chemical industry

The energy segment consists of the investment iGEM Egyptian joint stock company, which holdsrigat to supply and supplies
natural gas to Israel through an underwater pipdliom Egypt to Israel. This investment is accodrite under the cost methc

The leisure-time segment consists of an affili€euntry Club Kfar Saba Ltd., the Company’s 51%-otvaebsidiary, located in Israel.

The finance segment consists of all other actiwitibich are not part of any of the above segments.
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SIX MONTHS ENDED JUNE 30, 2009 2008
(Dallarsin thousands)
Revenues
Chemicals $ 186,29 $ 277,51
Finance 18,39¢ 3,05(C
Leisure-time 1,30¢ 1,492

205,99 282,05!
Equity in (losses) gain of affiliate (27%) 57¢
Total consolidated revenu $ 205,72. $ 282,63:
Pre-tax Operating Gain (loss
Chemicals $ (529 $ (2,339
Finance 1,27: (39,84
Leisure-time 26¢ 149

1,012 (42,19¢)

Equity in (losses) gain of affiliate (275 57¢
Total consolidated pretax gain (lo $ 731 $ (41,620
Total Assets
Chemicals $ 356,09: $ 405,86
Finance 499,78! 608,02¢
Energy 361,32 361,32
Leisure-Time 3,32 4,35¢
Inter- segments adjustmer (323,38) (378,13
Total consolidated asse $ 897,14: $ 1,001,43

Corporate office expense is principally applicaiol¢he financing operations and has been chargtthteegment. Revenues and pre-tax
operating gain above exclude equity in earningaffilfates.



13. The following table summarizes securities thate not included in the calculations of dilutednéags per share of Class A Stock for the
periods ended June 30, 2009 and 2008 becauselsares sire ar-dilutive.

Three Months ended
(Sharesin thousands) June 30,
2009 2008
Shares resulting from Options and Rig 2,921 2,341

14. LEGAL PROCEEDINGS

None.

ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINNCIAL CONDITION AND RESULTS OF OPERATIONS

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CRITICAL ACCOUNTING POLICIES

The preparation of Ampal — American Israel Corpords (“Ampal”, and collectively with its subsidi@s, the “Company”) consolidated financial
statements is in conformity with accounting prifeggenerally accepted in the United States (“GAAMRich requires management to make
estimates and assumptions in certain circumstahe¢affect amounts reported in the accompanyimga@iidated financial statements and related
footnotes. Actual results may differ from thesereates. To facilitate the understanding of Ampalsiness activities, described below are certain
Ampal accounting policies that are relatively mion@ortant to the portrayal of its financial conditiand results of operations and that require
management’s subjective judgments. Ampal basg@sdtgnents on its experience and various other gssons that it believes to be reasonable
under the circumstances. Please refer to NoteAtmjpal's consolidated financial statements incluglethe Company’s Annual Report on Form 10-
K for the fiscal year ended December 31, 2008 femrmmary of all of Ampal’s significant accountingligies.
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No significant updates have occurred since ourdastial report on form -K.
Revenue Recognition

The Company recognizes revenue in accordance waffi Accounting Bulletin (SAB) No. 104 — “Revenu@gbgnition”. Revenue is recognized
when (a) the significant risks and rewards of owhgr of the goods have been transferred to therb(lyethe Company retains neither continuing
managerial involvement to the degree usually aasatiwith ownership nor effective control over goods sold; (c) the amount of revenue can be
measured reliably; (d) it is probable that the eroit benefits associated with the transaction flall to the Company; and (e) the costs incurre

to be incurred in respect of the transaction cambéasured reliably.

Chemical income derives from the following actie#ti sales of a wide range of liquid chemicals, jgliag maritime shipping services of chemicals
by ships and providing other services which inclladgstics and storage services for chemicals.

Revenue for services is recognized as follows:

— Revenues arising from the provision of marinegpemt services proportionally over the period @ tharine transport services. As to
voyages uncompleted in which a loss is expectéal] provision is made in the amount of the expddtess.

— Revenues from chemical brokerage commissions aognéized when the right to receive them is cre:

— Rental income is recorded over the rental pefR&lienues from services provided to tenants andtgeatub subscribers are
recognized ratably over the contractual periodsosexvices are performed. Revenue from amortizatidenant deposits (included
discontuinued operation) was calculated at a fpedodic rate based on the specific terms in theipancy agreement signed with
the tenants

— Income from other services is recognized over #réod during which those services are preforn
Recently adopted and recently Issued Accountingdmcements

FAS 16¢



In June 2009, the Financial Accountingr8ards Board (“FASB”) issued SFAS No. 168, The BA&counting Standards
CodificationTM and the Hierarchy of Generally Actegh Accounting Principles—a replacement of FASBeSteent No. 162 (“SFAS 168").
The statement confirmed that the FASB Accountiran8ards Codification (the “Codification”) will bexe the single official source of
authoritative U.S. GAAP (other than guidance issopthe SEC), superseding existing FASB, Amerigtitute of Certified Public
Accountants, Emerging Issues Task Force (“EITHIY eelated literature. Upon the effectiveness efdbdification, only one level of
authoritative U.S. GAAP will exist. All other litature will be considered non-authoritative. The i@cation does not change U.S. GAAP;
instead, it introduces a new structure that is migg in an easily accessible, user-friendly ontemearch system. The Codification, which
changes the referencing of financial standardsyrnes effective for interim and annual periods egdin or after September 15, 2009. We
will apply the Codification beginning in the thicgiarter of fiscal 2009. The adoption of SFAS 168dsexpected to have a material impact
on our condensed consolidated financial statememslated footnote:

FAS 167

In June 2009, the FASB issued FAS 167eAdments to FASB Interpretation No. 46(R), whichrades the approach to determining
the primary beneficiary of a variable interest gntfVIE") and requires companies to more frequgrtbsess whether they must consolidate
VIEs. This new standard is effective for us begigndon January 1, 2010. We are currently assedsangdtential impacts, if any, on our
consolidated financial statemer

FAS 15-4

In April 2009, the FASB issued FASB Staffsition No. 157-4, “Determining Whether a Marisetot Active and a Transaction is not
Distressed” (“FSP FAS 157-4"), which provides amtdiitl guidance in accordance with FASB No. 1571 Falue Measurements, when the
volume and level of activity for the asset or llapihas significantly decreased. FSP FAS 157-4| slweffective for interim and annual
reporting periods ending after June 15, 2009 aadtioption did not have a material impact on quarftial statement
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FAS 10-1

In April 2009, the FASB issued FASB Staffsition No. 107-1 (“FSP FAS 107-1") and APB 28-APB 28-1"), which amends FASB
Statement No. 107, Disclosures about Fair Valugimdncial Instruments and APB Opinion No. 28, limeFinancial Reporting, to require
disclosures about the fair value of financial instents for interim reporting periods. FSP FAS 10hd APB 28-1 is effective for interim
reporting periods ending after June 15, 2009 aadtioption did not have a material impact on quarftial statement

EITF 03-6-1

In June 2008, the FASB issued FASB SRafition No. EITF 03-6-1, “Determining Whether mshents Granted in Share-Based
Payment Transactions are Participating Securitf&sSP EITF 03-6-1"). The FASB decided that unvestbdre-based payout awards that
contain non-forfeitable rights to dividends or diend equivalents (whether paid or unpaid) are @paiing securities and shall be included
in the computation of EPS pursuant to the two-afasthod under SFAS 128, Earnings per Share. FSP &316-1 became effective for the
Company on January 1, 2009 and the adoption dithangg an impact on our financial stateme

SFAS No. 157 —Fair Value Measurements

In September 2006, the FASB issued SFASIN7, “Fair Value Measurements”(“SFAS 157”), whigrovides guidance on how to
measure assets and liabilities that use fair v&8&AS 157 will apply whenever another US GAAP staddequires (or permits) assets or
liabilities to be measured at fair value but doesaxpand the use of fair value to any new circamsts. This standard also will require
additional disclosures in both annual and quarteorts. SFAS 157 is for fiscal years beginnirtgrallovember 15, 2007 (January 1, 2008
for the Company). In February 2008, the FASB defifor one additional year the effective date cASHA57 for all nonfinancial assets and
nonfinancial liabilities, except those that areogized or disclosed at fair value in the finansiatements on a recurring basis (at least
annually). The adoption of the parts of SFAS 1%t tiecame effective in 2008 did not have a matariphct on the Company'’s financial
statements. The adoption of the remaining par&F#S 157 did not have a material impact on ounfonea statement:

SFAS No. 141R —Business Combinations

In December 2007, the FASB issued SFASIMG (revised 2007), “Business Combinations” (“SF1R”) which replaces SFAS
No. 141,“Business Combination”. SFAS 141R establishes tireiples and requirements for how an acquirerrétpgnizes and measures
in its financial statements the identifiable asseguired, the liabilities assumed, and any nomodinty interest in the acquiree; (2)
recognizes and measures the goodwill acquiredeibtisiness combination or a gain from a bargainhase; and (3) discloses the business
combination. This Statement applies to all trarieastin which an entity obtains control of one arrmbusinesses, including transactions
that occur without the transfer of any type of édegtion. SFAS 141R will be effective on a progpecbasis for all business combinations
on or after January 1, 2009, with the exceptiothefaccounting for valuation allowances on defetaaés and acquired tax contingencies.
Early adoption is not allowed. The adoption of SFIMAR had no material impact on the financial shatets.

SFAS No. 160 —Noncontrolling Interests in ConstéidaFinancial Statements

In December 2007, the FASB issued SFAS180 “Noncontrolling Interests in Consolidated &igial Statements—an amendment of



ARB No. 51" (“SFAS 160"). SFAS 160 amends ARB N&.d&nd establishes accounting and reporting staadhad require noncontrolling
interests (previously referred to as minority iettj to be reported as a component of equity, dsimga parent’s ownership interest while
the parent retains its controlling interest be aoted for as equity transactions, and upon a lbsergrol, retained ownership interest will
remeasured at fair value, with any gain or lossga&ed in earnings. The presentation and disobosguirements of SFAS 160 were
applied retrospectively. Other than the change@sentation of noncontrolling interests, the adoptf SFAS 160 had no material impact
on the financial statemen

SFAS No. 161-Disclosures about Derivative Instrusiand Hedging Activities

In March 2008, FASB issued Statement M., “Disclosures about Derivative Instruments Hedging Activities, an amendment of
FASB Statement No. 133"(“FAS 161"). FAS 161 ameadd expands the disclosure requirements of FASd.8krify how and why
companies use derivative instruments. In addifigk§ 161 requires more disclosures regarding howpemies account for derivative
instruments and the impact derivatives have omgpamy’s financial statements. Other than the requilisclosures (see note 10), the
adoption of SFAS 161 had no material impact orfithencial statement:
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SFAS No. 142-3 — Determination of the Useful Liflntangible Assets

In April 2008, the FASB issued FASB Staffsition FAS No. 142-3 (“FSP FAS 142-3"), whicheards the factors that must be
considered in developing renewal or extension apions used to determine the useful life over whahmortize the cost of a recognized
intangible asset under FAS No. 142, “Goodwill artiéd Intangible Assets.” FSP FAS 143-2 requiresrdity to consider its own
assumptions about renewal or extension of the térime arrangement, consistent with its expectedofishe asset, and is an attempt to
improve consistency between the useful life of@gmized intangible asset under FAS No. 142 angdhied of expected cash flows use
measure the fair value of the asset under FAS Hlb. “Business Combinations.” The adoption of FSFSA42-3 had no impact on material
the financial statement

Results of Operations

Changes in pricing and demand for chemicals

The overall demand for chemical products, espgcit@immodity chemicals, is highly dependent on galneconomic conditions. In the past few
months, both the prices and demand for chemicalsedsed dramatically due to the global recessiba.etonomic indicators from the United
States and Europe reveal the intensity of the simesnd it is unclear when the market sentimehtolvange. The economic slowdown is felt in all
sectors of the economy.

Six months ended June 30, 2009 compared to sixhm@mded June 30, 2008

The Company recorded a consolidated net loss 8fillion for the six months ended June 30, 2009 pared to a net loss of $27.6 million for the
corresponding period in 2008. The loss in 2009imarily attributable to the interest expenses ltesyfrom the issuance of debentures and loans
for the financing of Gadot’s purchase which wagiply offset by translation gain, while the loss2008 is primarily attributable to interest
expenses and translation loss in 2008.

In the six months ended June 30, 2009 and 200& dinepany included the results of operations of Gdlelow is data from Gadot results of
operations (in millions of dollars):

June 30, 2009 June 30, 2008
Chemical incom $ 186.5 $ 277.2
Chemical expens $ 1716 3 259.]
Marketing expens $ 34 % 6.1
Other expense (main

general and administrativ $ 8€ $ 11.C
Interest expens $ 35 $ 3.9
Net gain $ 01 $ 14

In the six months ended June 30, 2009, the Companoyded $3.4 million of marketing expense, as ameghto a $6.1 million marketing expense
in the corresponding period in 2008. These expeaseattributable to Gadot and composed mainhalafrg and commission expenses. -



decrease is due to the result of a restructuriag filat took place at Gadot during the seconddi&008.

In the six months ended June 30, 2009, the Compamoyded a $16.1 million of general, administratwel other expense, as compared to $18.3
million in the corresponding period in 2008. Themase is due to the result of a restructuring fahtook place at Gadot during the second h
2008.

In the six months ended June 30, 2009, the Compamoyded a $3.2 million of noncontrolling intereskeare in gain of subsidiaries, net, as
compared to $12.9 million share in loss in the eégponding period in 2008. These gains are maitiipatable to translation gains in the notes
issued to the partners in Merhav Ampal Energy,diPlsraeli limited partnership (the "Joint Ventyre&sulting from the valuation of the New
Israeli Shekel compared to the U.S. Dollar.

In the six months ended June 30, 2009, the Companoyded a $13.4 million interest expense, as cosdp@ a $14.9 million interest expense for
the corresponding period in 2008. The interest pgpeelates to the notes payable which the Compamejved to finance the purchase of Gadot,
issuance of the Company's debentures and the shxpense of the SWAP agreements.
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In the six months ended June 30, 2009, the Companoyded a $12.0 million translation gain, as camgao a $25.4 million translation loss for
corresponding period in 2008. The increase in tatios gain is related to a change in the valuatibthe New Israeli Shekel as compared to the
U.S. Dollar, an increase of 3.1% in the six morghded June 30, 2009, as compared to a decrea2¢e7é6 for the corresponding period in 2008.

The Company recorded a net loss of $0.3 millioRquity in losses of affiliates for the six monthwled June 30, 2009, compared to a net gain in
Equity in earnings of affiliates of $0.6 millionrfthe corresponding period in 2008.

Results of operations analyzed by segments famsiths ended June 30:

2009 2008

(U.S. Dollarsin thousands)

Revenues

Chemicals $ 186,29 $ 277,51

Finance 18,39¢ 3,05(

Leisure-time 1,30¢ 1,492
205,99° 282,05!

Equity in earnings (losses) of affiliat (275) 57¢

Total $ 205,72: $ 282,63

The Chemicals income relates solely to Gadot argldeaived from the following activities: sales ofvade range of liquid chemicals, providing
maritime shipping services of chemicals by ships amoviding other services which include logistiesl storage services for chemicals.

In the six months ended June 30, 2009, the Compamoyded $205.7 million in revenue which was cosgatiof $186.3 million in the Chemicals
segment, $18.4 million in the Finance segment, $1illBon in the Leisure-time segment and a net os$0.3 million in Equity in losses of

affiliates, as compared to $282.6 million for tleen® period in 2008, which was comprised of $277lkom in the Chemicals segment, $3.1 milli

in the Finance segment, $1.5 million in the Leistime segment and a $0.6 million gain in Equitearnings of affiliates. The decrease in
Chemicals revenues is primarily attributable toslmvdown in the markets, especially in Europe,cliiead the decrease in sold quantities and
product prices, and also due to the significanteese in the demand for chemical carrier shippithgs was partially offset by the change in the
valuation of the New Israeli Shekel as comparetthéoEuro. The recession and the resulting sigmfidecrease in the demand for chemical carrier
ships were felt during the first half of 2009. Tdecrease in demand for chemical shipping leadsteep decline in freight rates. In addition, the
decline in shipped quantities generates an undvipment of chemicals, which in certain voyagesultssn almost no cargo being shipped on the
return leg of a voyage.

The increase in the Finance segment revenue isaphymelated to the $12.0 million translation gahich was recorded due to the devaluation of
the Company’s debt denominated in New Israeli Shekeompared to the U.S dollar, as compared tod$®ilion translation loss in 2008.

2009 2008

(U.S. Dollarsin thousands)




Expenses

Chemicals $ 188,000 % 279,85(
Finance 15,93¢ 42,89
Leisure-time 1,04( 1,50¢
Total $ 204,98 $ 324,25

In the six months ended June 30, 2009, the Compamoyded $205.0 million in expenses which was casedrof $188.0 million of expenses in the
Chemicals segment, $15.9 million of expenses irFthance segment and $1.0 million of expensesdrL#isure-time segment, as compared to
$324.3 million in expenses for the same periodd@&which was comprised of $279.9 million in thee@ticals segment, $42.9 million in the
Finance segment and $1.5 million in the Leistimee segment. The decrease in expenses in thedérsmyment is primarily attributable to the $:
million translation gain, which was recorded dué¢h® devaluation of the Company’s debt denominatédew Israeli Shekel as compared to the
U.S Dollar, as compared to $25.4 million transhatioss in 2008, and was partially offset by toiti@ease in interest expense related to the notes
payable which the Company received to finance tirelase of Gadot and issuance of the Company’ sntiafes.
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Three months ended June 30, 2009 compared tortweths ended June 30, 2008

The Company recorded a consolidated net loss a#$h8lion for the three months ended June 30, 28fiipared to a net loss of $17.4 million for
the corresponding period in 2008. The loss in 280® 2008 is primarily attributable to the translatioss and interest expenses resulting from the
issuance of the debentures and loans for the fingrof Gadot’s purchase.

In the three months ended June 30, 2008 and 200€;ampany included the results of operations afdta@Below is data from Gadot results of
operations (in millions of dollars):

June 30, 2009 June 30, 2008
Chemical incom $ 91€¢ $ 151.¢
Chemical expens $ 85.C % 140.(
Marketing expens $ 17 $ 3.C
Other expense (main

general and administrativ $ 48 $ 6.2
Interest expens $ 07 $ 2.4
Net gain $ 04 $ 1.8

In the three months ended June 30, 2009, the Companrded $1.7 million of marketing expense, asgared to a $3.0 million marketing expe
in the corresponding period in 2008. These expeageattributable to Gadot and composed mainhalafrg and commission expenses. The
decrease is due to the result of a restructuriag filat took place in Gadot during the seconddf2008.

In the three months ended June 30, 2009, the Companrded a $8.6 million of general, administratand other expense, as compared to $10.6
million in the corresponding period in 2008. Themase is due to the result of a restructuring fiahtook place in Gadot during the second h:
2008.

In the three months ended June 30, 2009, the Companrded a $5.8 million of noncontrolling inteiseshare in loss of subsidiaries, net, as
compared to $4.9 million share in loss in the cgpoading period in 2008. These loss are mainljbattble to translation gains in the notes issued
to the partners in the Joint Venture, resultingrfithe valuation of the New Israeli Shekel compacetthe U.S. Dollar.

In the three months ended June 30, 2009, the Companrded a $6.1 million interest expense, as evatpto a $10.5 million interest expense for
the corresponding period in 2008. This decreasaésult of a lower increase in the Israeli Consupree Index (which the Company's debentures
are linked to) in the three months and June 309 280compared to the increase in the Israeli Coastmice Index in the three months ended June
30, 2008.

In the three months ended June 30, 2009, the Companrded a $14.6 million translation loss, as jgarad to a $12.2 million translation loss



the corresponding period in 2008. The translatims is related to a change in the valuation of\tbe Israeli Shekel as compared to the U.S.
Dollar.

The Company recorded a $0.2 million net loss inigqn losses of affiliates for the three monthsled June 30, 2009, compared to a minor ne
in Equity in losses of affiliates for the corresdomy period in 2008.
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Results of operations analyzed by segments foe timenths ended June 30:

2009 2008

(U.S. Dollarsin thousands)

Revenues

Chemicals $ 91,61 $ 151,41(

Finance 3,122 1,73¢

Leisure-time 591 76€
95,32¢ 153,91:

Equity in earnings (losses) of affiliat (231 @)

Total $ 95,097 $ 153,90:

The Chemicals income relates solely to Gadot angetefrom the following activities: sales of a widange of liquid chemicals, providing
maritime shipping services of chemicals by ships @roviding other services which include logisticsl storage services for chemicals.

In the three months ended June 30, 2009, the Companrded $95.1 million in revenue which was cosgat of $91.6 million in the Chemicals
segment, $3.1 million in the Finance segment, $itlliion in the Leisure-time segment and a net l@s$0.2 million in Equity in losses of affiliates,
as compared to $153.9 million for the same peno2008, which was comprised of $151.4 million ie tbhemicals segment, $1.7 million in the
Finance segment, $0.8 million in the Leisure-tiragraent and a minor net loss in Equity in losseaffiifates. The decrease in Chemicals revenues
is primarily attributable to the slowdown in the nkets, especially in Europe, which lead the de@éasold quantities and product prices and due
to significant decrease in the demand for chenuagier shipping. The recession and the resultigigificant decrease in the demand for chemical
carrier ships were felt during the second quart@009. The decrease in demand for chemical shiplgiad to a steep decline in freight rates. In
addition, the decline in shipped quantities gemsran uneven shipment of chemicals, which in gexayages, results in almost no cargo being
shipped on the return leg of a voyage. The increaiee Finance segment revenue is primarily relédethe increase in interest income from
deposits and loans receivable.

2009 2008

(U.S. Dollarsin thousands)

Expenses

Chemicals $ 93,057 $ 151,53(
Finance 22,72¢ 24,00¢
Leisure-time 52¢ 92¢
Total $ 116,31: % 176,46-

In the three months ended June 30, 2009, the Companrded $116.3 million in expenses which wasmisad of $93.1 million of expenses in
Chemicals segment, $22.7 million of expenses irFthance segment and $0.5 million of expensesdri #isure-time segment, as compared to
$176.5 million in expenses for the same periodd@&which was comprised of $151.5 million in thee@ticals segment, $24.0 million in the
Finance segment and $0.9 million in the Leisurestsagment.

Income taxes

In the six month periods ended June 31, 2009 thmpaay reported tax benefit of $0.3 million as conegao approximately $1.0 million of t



benefit in the corresponding periods in 2008. Thenfany’s loss for the period includes $13.5 millfosm translation gains (these gains represent
temporary differences for tax purposes). We creatddferred tax asset and full valuation allowancesuch gains. The tax benefit which was
recorded pertains to Gadot's income.
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Liquidity and Capital Resources
Cash Flows

On June 30, 2009, cash, cash equivalents and rabt&etecurities were $109.1 million, as compardt $121.6 million at December 31, 2008. "
decrease is mainly attributable to the repurch&fieeoCompany’s debentures.

As of June 30, 2009, the Company had $31.3 mitibmarketable securities as compared to $52.9aniblis of December 31, 2008. The decrez
attributable to the sale of marketable securities.

The Company may also receive cash from operatiodsravesting activities and amounts available urdedit facilities, as described below. The
Company believes that these sources are suffitoeiind the current requirements of operationsitabexpenditures, investing activities and other
financial commitments of the Company for the neXinlonths. However, to the extent that contingeraimespayment obligations described below
and in other parts of this report require the Comypa make unanticipated payments, the Companydvoed to further utilize these sources of
cash. The Company may need to draw upon its otheces of cash, which may include additional bomgwrefinancing of its existing
indebtedness or liquidating other assets, the \aflmehich may also decline.

In addition, Ampal’s interest in Gadot has beerdgédl and cash equal to $2.0 million has been plasedcompensating balance for various loans
provided to the Company.

Cash flows from operating activities

Net cash provided by operating activities totalpdraximately $18.2 million for the six months endkohe 30, 2009, compared to approxima
$4.3 million used in operating activities for theresponding period in 2008. The increase in cashigled by operating activities is primarily
attributable to the decrease in accounts receiaideénventories. This was partially offset by aréase in accounts payable and proceeds from
trading securities.

Cash flows from investing activities

Net cash used in investing activities totaled apipnately $1.3 million for the six months ended J@@ 2009, compared to approximately $¢
million used in investing activities for the compesnding period in 2008. The change in cash usawvisting activities is primarily attributable to
deposits granted, investments made in affiliate20id8 and proceeds from the sale of availabledts securities in 2009 which were partially offset
by increase in capital improvements in 2009.

Cash flows from financing activities

Net cash used in financing activities was approxétye11.7 million for the six months ended June B9, compared to approximately $18
million of net cash provided by financing activgtiéor the corresponding period in 2008. The changash used in financing activities is primarily
attributable to the loans repaid, the repurchaseonfipany’s Series B debentures, and the issuar@0® of the Company’s Series B debentures in
the amount of $ 166.9 million.

Investments
In the six months ended June 30, 2009, the Compeaule additional investments in the form of a $0ilian loan to Bay Heart Ltd. (“Bay Heart”
Debt

Notes issued to institutional investors in Isréied, convertible note issued to Merhav M.N.F L“Merhav”) and other loans payable pursuant to
bank borrowings are either in U.S. Dollars, linkedhe Consumer Price Index in Israel or in unloshké&ew Israeli Shekels, with interest rates
varying depending upon their linkage provision amature between 2009-2019.

The Company finances its general operations anet ittencial commitments through bank loans fronmiBElapoalim, Union Bank of Israel Ltd.
(“UBI") and Israel Discount Bank Ltd. (“IDB")As of June 30, 2009, the outstanding indebtednederithese bank loans totaled $368.8 million
the loans mature through 2009-2019.

On April 29, 2008, Ampal completed a public offeyiim Israel of NIS 577.8 million (approximately $.8 million) aggregate principal amount



its Series B debentures, due in 2016. The debentueelinked to the Israeli consumer price indek @arry an annual interest rate of 6.6%. The
debentures rank pari passu with Ampal’s unsecureéehtedness. The debentures will be repaid indipeal annual installments commencing on
January 31, 2012, and the interest will be paidisemually. As of June 30, 2009, the outstandingt deder the debentures amounts to $134.3
million, due to the change in valuation of the Nevaeli Shekel as compared to the U.S. dollar artté repurchase plan. Ampal deposited an
amount of $44.6 million with Clal Finance Trust@307 Ltd. in accordance with a trust agreementddAtwil 6, 2008, to secure the first four years
worth of payments of interest on the debenturesofAkine 30, 2009, the outstanding amount of tipesiewas $29.4 million. The debt offering v
made solely to certain non-U.S. institutional irnees in accordance with Regulation S under the Begurities Act of 1933, as amended. The notes
have not been and will not be registered undebtise securities laws, or any state securities lawd,may not be offered or sold in the United
States or to United States persons without registrainless an exemption from such registraticewiilable.
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On March 27, 2008, Midroog Ltd., an affiliate of btly’s Investors Service rated the Series B debestas A2 and also raised the rating of
Ampal’'s Series A debentures to A2. On SeptembeR@68, Midroog reduced the rating on the Seriesid Series B debentures to A3.

Ampal funded the Gadot transaction with a combaratf available cash and the proceeds of the cladllity, dated November 29, 2007 (the
“Credit Facility”), between Merhav Ampal Energy LIMAE") and IDB, for approximately $60.7 milliorwhich amount was increased, on the
same terms and conditions, on June 3, 2008 by rippately $11.3 million in order to fund the secatdge of the transaction and on Septembe
2008 by approximately $15.4 million in order to éuthe third stage of the transaction. The Crediilfeais divided into two equal loans of
approximately $43.7 million. The first loan is a/obving loan that has no principal payments and imayepaid in full or in part on December 31 of
each year until 2019, when a single balloon payméhbecome due. The second loan also mature®192has no principal payments for the first
one and a half years, and shall thereafter beipadual installments over the remaining ten yeéthe term. Interest on both loans accrues at a
floating rate equal to LIBOR plus a percentage apr@nd is payable on a current basis. Ampal hasgteed all the obligations of MAE under the
Credit Facility and Ampal’s interest in Gadot h&aeen pledged to IDB as a security for the Grealtility. Yosef Maiman has agreed with IDB
to maintain ownership of a certain amount of thenpany’s Class A Common Stock. The Credit Facilaptains customary affirmative and
negative covenants for credit facilities of thipey

As of June 30, 2009, the Company has a $6.7 milian with UBI that bears interest at the rate lIBQR plus 2% to be repaid in six annual
installments commencing on April 2, 2008 and vasiother loans with UBI in the aggregate amount5d $nillion bearing interest at rates betw
4.6% and 4.8% to be repaid during 2009.

As of June 30, 2009, the Company has a $18.0 milian with Bank Hapoalim as part of a $27 millawilar loan facility. The funds borrowed
under the loan facility are due in nine annualalistents commencing on December 31, 2007 and heaest at an annual rate of LIBOR plus 2%.
The related loan agreement contains financial @ahera@ovenants including an acceleration of paymeoh the occurrence of certain changes il
ownership of the Company’s Class A Stock. As ofeJ80, 2009, the Company is in compliance with @btdtcovenants.

As of June 30, 2009, the Company has a $93.5 milian from institutional investors who own 50%\érhav Ampal Energy Holdings, LP. The
loan is not linked to the Consumer Price Indexsia¢l, bears no interest and is repayable uporeamgmat by both parties.

The Company has a short term loan from Bank Hapoalithe aggregate amount of $3.5 million bearirtgriest at an annual rate of LIBOR plus
2.6%, to be repaid by December 31, 2009 and avigpshort term loan in the amount of $2.9 milliosaring interest of 3.8 %.

On November 20, 2006, the Company entered intosh digreement with Hermetic Trust (1975) Ltd. pargdo which the Company issued Series
A debentures to institutional investors in Israethie principal aggregate amount of NIS 250 milljapproximately $58 million) with an interest t
of 5.75%, which is linked to the Israeli consumec@ index. The notes shall rank pari passu withumsecured indebtedness. The notes will be
repaid in five equal annual installments commencingNovember 20, 2011, and the interest will bel ga@imi-annually. As of June 30, 2009, the
outstanding debt under the notes amounts to $6li6rmdue to the change in valuation of the Nerakli Shekel as compared to the U.S. dollar.
The Company deposited an amount of $10.2 millicth Wiermetic Trust (1975) Ltd. to secure the fitgset years worth of payments of interest on
the debentures. As of June 30, 2009, the outstgradimount of the deposit was $1.9 million.

Midroog initially rated the Company’s Series A dehges as A3. On March 27, 2008 Midroog raisedr#ieg of the Series A debentures to A2
and rated the Series B debentures as A2. On Seetetfb2008 Midroog reduced the rating to A3.

Other long term borrowings in the amount of $0.8iam are linked to the Consumer Price Index ira&dr mature between 2009 and 2010 and bear
annual interest of 5.7%.

As of June 30, 2009, Gadot had $0.1 million outdiragy under its convertible debentures. Gadot’s dielses were listed on the TASE in December
2003, are linked to the Consumer Price Index iadkbear annual interest at the rate of 6.5% aa@depayable at December 5, 2009. The
debentures are convertible into ordinary shareg3awfot, each incremental amount of NIS 3.53 of antiihg debentures (linked to the Consumer
Price Index in Israel) is convertible into one oty share of Gadot, par value NIS 0.1, subjeatfastments.

As of June 30, 2009, Gadot had $8.8 million outditagyunder its other debentures. These debenttea®é convertible into shares and are
repayable in five equal annual installments on &aper 15 of each of the years 2008 through 201 olitstanding balance of the principal of the
debentures bears annual interest at the rate @f.9.8e principal and interest of the debenturediaked to the Consumer Price Index in Israel



the interest is payable in semi-annual installment§arch 15 and September 15 of each of the y&€#)8 through 2012.
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As of June 30 2009, Gadot has short term loanshp@yencluding current maturities of long term Iean amount of $9.6 million) in the amount of
$74.1 million and long term loans payable (exclgdinrrent maturities of long term loans) in the amtoof $83.6 million. The various short term
loans payable are either unlinked or linked toEheo and bear interest at rates between 2.2 9%840TEhe various long term loans payable are e
unlinked or linked to the Consumer Price Indexsiraél or linked to the Euro and bear interesttasrbetween 2 % to 9 %.

The weighted average interest rates and the balaridbese short-term borrowings at June 30, 20@®ecember 31, 2008 were 2.9% on $141.9
million and 5.1% on $157.2 million, respectively.

As of June 30, 2009, the Company had issued gueasion certain outstanding loans to its investedsabsidiaries in the aggregate principal
amount of $34.9 million. These include:

1. A $8.0 million guarantee on indebtedness inclineBay Heart in connection with the developmdrroperty. Bay Heart recorded losses
in 2009. There can be no guarantee that Bay Hethttecome profitable or that it will generate sai€nt cash to repay its outstanding
indebtedness without relying on the Comg’s guarantee

2. A $26.9 million guarantee of outstanding indebtessnef Gadot
Off-Balance Sheet Arrangements
Other than the foreign currency contracts speciiieldw, the Company has no off-balance sheet agrapgts.

FOREIGN CURRENCY CONTRACTS

The Company'’s derivative financial instruments ésinsf foreign currency forward exchange contrastpurchase or sell U.S. dollars. These
contracts are utilized by the Company, from timér@, to manage risk exposure to movements irigaorexchange rates. None of these contracts
have been designated as hedging instruments. Thas®@cts are recognized as assets or liabilitiethe balance sheet at their fair value, which is
the estimated amount at which they could be settlased on market prices or dealer quotes, whatitahble, or based on pricing models. Changes
in fair value are recognized currently in earnings.

As of June 30, 2009, the Company had open foraigrency forward exchange contracts to purchase Do$ars and sell Euros in the amount of
$0.8 million, contracts to purchase Euros and$el. Dollars in the amount of $3.8 million, contsato purchase New Israeli Shekel and sell U.S.
Dollars in the amount of $2.5 million and contratctpurchase U.S. Dollars and sell New Israeli 8hakthe amount of $8.5 million.

FORWARD LOOKING STATEMENTS

This Quarterly Report (including but not limitedfaxctors discussed above, in the “Management’su3sion and Analysis of Financial Condition
and Results of Operations,” as well as those dismlislsewhere in this Quarterly Report on Form 1@fudes forwardeoking statements (with
the meaning of Section 27A of the Securities Act@3 and Section 21E of the Securities Exchandg®t934) and information relating to the
Company that are based on the beliefs of manageofitié Company as well as assumptions made byndmaination currently available to the
management of the Company. When used in this QliaReport, the words “anticipate,” “believe,” “@siate,” “expect,™intend,” “plan,” and
similar expressions, as they relate to the Comparnlye management of the Company, identify fornlaaking statements. Such statements reflect
the current views of the Company with respect tarkievents or future financial performance of@npany, the outcome of which is subject to
certain risks and other factors which could causead results to differ materially from those aigated by the forward-looking statements,
including among others, the economic and politizadditions in Israel and the Middle East and ttabgl business and economic conditions in the
different sectors and markets where the Comparyrsglio companies operate.

Should any of those risks or uncertainties maiegabr should underlying assumptions prove inadrr@ctual results or outcomes may vary from
those described herein as anticipated, believéidya&®ed, expected, intended or planned. These aisauncertainties may include, but are not
limited to, those described in this report, in Rartem 1A. Risk Factors and elsewhere in our AalnReport on Form 10-K for the year ended
December 31, 2008, and those described from tinientwin our future reports filed with the Secwe#tiand Exchange Commission. The Company
assumes no obligation to update or revise any fahla@oking statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK



MARKET RISKS AND SENSITIVITY ANALYSIS

The Company is exposed to various market riskgydtieg changes in interest rates, foreign currenahange rates, index rates and equity price
changes. The following analysis presents the hygimi#l loss in earnings, cash flows and fair valfethe financial instruments which were held
the Company at June 30, 2009, and are sensititetabove market risks.

During the six months ended June 30, 2009, there haen no material changes in the market riskxes facing the Company as compared to
those the Company faced in the fiscal year endexibber 31, 2008.

Interest Rate Risks

On May 15, 2008, the Company entered into a swageagent with respect to its Series B debenturggiprincipal amount of $134.3 million, d
2016. As a result of this agreement the Companwiiently paying an effective interest rate of LIB@Ilus 5.12% on $43.9 million of these
debentures, as compared to the original 6.6% fiaeslwhich is linked to the Israeli consumer piiadex.

On April 1, 2009, the Company entered into a irgerate swap agreement with respect to its lodimémce the purchase of Gadot in the principal
amount of $43.7 million, due 2019. As a resultto$ agreement the Company is currently paying edfinterest rate of 2.95% as compared to
LIBOR in the original loan agreement.

As of June 30, 2009, the value of the currency Svegntracts resulted in a $4.9 million increasetimer assets and a corresponding in interest and
translation expenses.

As of June 30, 2009, the Company had financialtagstaling $112.3 million and financial liabilisdotaling $575.3 million. For fixed rate financ
instruments, interest rate changes affect theraiket value but do not impact earnings or cashdlcConversely, for variable rate financial
instruments, interest rate changes generally daffett the fair market value but do impact futaegnings and cash flows, assuming other factors
are held constant.

As of June 30, 2009, the Company did not have fragel financial assets and had variable rate fiahassets of $112.3 million. A ten percent
decrease in interest rates would not increaserthealized fair value of the fixed rate assets.

As of June 30, 2009, the Company had fixed rat¢ ofe$319.3 million and variable rate debt of $Zbgillion. A ten percent decrease in interest
rates would increase the unrealized fair valudeffinancial debts in the form of the fixed rat&idey approximately $6.9 million.

The net decrease in earnings and cash flows fangkeyear resulting from a ten percent interet irecrease would be approximately $0.8 million,
holding other variables constant.

Foreign Currency Exchange Rate Sensitivity Analysis

The Company’s exchange rate exposure on its finhim@truments results from its investments andbargyoperations. As of June 30, 2009, the
Company had open foreign currency forward exchaogéracts to purchase U.S. Dollars and sell Eurdeeé amount of $0.8 million, contracts to
purchase Euros and sell U.S. Dollars in the amofii8.8 million, contracts to purchase New Isr&ekel and sell U.S. Dollars in the amount of
$2.5 million and contracts to purchase U.S. Doltard sell New Israeli Shekel in the amount of $8ilion. Holding other variables constant, if
there were a ten percent devaluation of each diotleégn currencies, the Company’s cumulative tia@ien loss reflected in the Company’s
accumulated other comprehensive loss would incriea$2.5 million, and regarding the statementsparations, a ten percent increase in the U.S.
Dollar exchange rate would result in a net increasesses and cash flows of $22.1million, andregercent increase in the Euro exchange rate
would result in a net increase in losses and daslsfof $0.4 million.

On May 15, 2008, the Company entered into a swageagent with respect to its Series B debenturgbgiprincipal amount of $134.3 million, d
2016. As a result of these agreements the Companyriiently paying an effective interest rate @OR plus 5.12% on $43.9 million of these
notes, as compared to the original 6.6% fixed watieh is linked to the Israeli consumer price inda&s of June 30, 2009, the value of the currency
swap resulted in a $3.4 million decrease in otkset and a corresponding increase in translatioense.

On April 1, 2009, the Company entered into a irgerate swap agreement with respect to its lodimémce the purchase of Gadot in the principal
amount of $43.7 million, due 2019. As a resultto$ agreement the Company is currently paying énferest rate of 2.95% as compare to a Libor
in the original loan agreement. As of June 30, 2808 value of the currency swap resulted in a $iilkon increase in other assets and a
corresponding increase in interest expense.
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Equity Price Risk

The Company'’s investments at June 30, 2009 incltrdelihg marketable securities which are recordedfair value of $3.3 million, including a
net unrealized loss of $0.3 million, and $27.9 imillof trading securities that are classified agilable for sale, including a net unrealized lok



$1.5 million. Those securities have exposure tatgquice risk. The estimated potential loss irr falue resulting from a hypothetical ten percent
decrease in prices quoted on stock exchanges isxapyately $3.1 million. There will be no impact oash flow resulting from a hypothetical ten
percent decrease in prices quoted on stock exchange

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Company’s management, with the participatiothefCompany’s Chief Executive Officer and Chiefdicial Officer, has evaluated the
effectiveness of the Company’s disclosure contal$ procedures (as such term is defined in Rulaslb8) and 15d-15(e) under the Securities
Exchange Act of 1934, as amended (the “Exchang8)fad of the end of the period covered by thisore@Based on such evaluation, the
Company'’s Chief Executive Officer and Chief Finah@fficer have concluded that, as of the end ohqueriod, the Compang'disclosure contro
and procedures are effective. Notwithstanding tlnedoing, a control system, no matter how well giesil and operated, can provide only
reasonable, not absolute, assurance that it wilal@r uncover failures within the Company to ltise material information otherwise required to
be set forth in the Company'’s periodic reports.

Internal Control Over Financial Reporting

There have not been any changes in the Compartgisal control over financial reporting (as suaimtés defined in Rules 13a-15(f) and 158¢f)
under the Exchange Act) during the fiscal quaxeshich this report relates that have materialfg@ttd, or are reasonably likely to materially
affect the Company’s internal control over finahcéporting.
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Part Il - OTHER INFORMATION

Item 1. Legal Proceeding:
None.

ltem 1A. RISK FACTORS

In addition to the other information set forth mst report, you should carefully consider the feztiscussed in Part I, “ltem 1A. Risk
Factors” in our Annual Report on Form 10-K for trear ended December 31, 2008, which could matg@dfiéct our business, financial
condition or future results. The risks describedun Annual Report on Form 10-K are not the ordksifacing our Company. Additional
risks and uncertainties not currently known to uthat we currently deem to be immaterial also mmagerially adversely affect our
business, financial condition and/or operating ltes

Item 2. Unregistered Sales of Equity Securities and Uderofeeds
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:
10.1 English Translation of Hebrew Language Agregrbetween Gadot Chemical Tankers and Terminalsdrid Erez I. Meltzer,

dated April 13, 2009 (filed as Exhibit 10.1 to Fo8-K filed with the SEC on April 14, 2009 and incorpted herein by referenc
11.1 Schedule Setting Forth Computation of Earnings3Pere of Class A Stoc
31.1 Certification of Yosef A. Maiman pursuant to Senti@02 of the Sarban-Oxley Act of 2002

31.2 Certification of Irit Eluz pursuant to Section 362the Sarban«Oxley Act of 2002



32.1 Certification of Yosef A. Maiman and Irit Elpzirsuant to 18 U.S.C. Section 1350, as adoptexbipat to Section 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 &xgh Act of 1934, the registrant has duly causisd¢port to be signed on its behalf by the
undersigned thereunto duly authorized.

AMPAL-AMERICAN ISRAEL CORPORATION

By: /s/ Yosef A. Maiman

Yosef A. Maiman

Chairman of the Board

President & Chief Executive Officer
(Principal Executive Officer

By: /s/ Irit Eluz

Irit Eluz

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

By: /s/ Zahi Ben-Atav

Zahi Ben-Atav
VP Accounting and Controller
(Principal Accounting Officer

Date: August 5, 2009
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Exhibit Index
Exhibit No. Description
10.1 English Translation of Hebrew Language Agregrbetween Gadot Chemical Tankers and Terminalsdrtd Erez I. Meltzer,
dated April 13, 2009 (filed as Exhibit 10.1 to Fo8-K filed with the SEC on April 14, 2009 and incorpted herein by referenc
111 Schedule Setting Forth Computation of Earnings3Perre 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 362the Sarban«-Oxley Act of 2002
32.1 Certification of Yosef A. Maiman and Irit Elpzirsuant to 18 U.S.C. Section 1350, as adoptexbipat to Section 906 of the

Sarbane-Oxley Act of 2002
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Exhibit 11.1

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SCHEDULE SETTING FORTH COMPUTATION OF EARNINGS (LG$PER SHARE OF CLASS A STOCK

SIX MONTHS ENDED JUNE 30, 2009 2008

(Dallarsin thousands, except per share amounts) (Unaudited) (Unaudited)

BASIC AND DILUTED EPS
Net loss as reporte $ (2,210 $ (27,645
Loss per Class A Sha $ (0.0 ¢ (0.4¢)
Weighted average number of shares ust
calculation (in thousand 56,16¢ 57,72




Exhibit 31.1
CERTIFICATION

I, Yosef A. Maiman, certify that:

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

2. Based on my knowledge, this report does notatom@iny untrue statement of a material fact or éonditate a material fact necessary to make

the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period covered
by this report

3. Based on my knowledge, the financial statementoéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repc

4, The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proesdor caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepa

b) Designed such internal control over finanoggdorting, or caused such internal control oveariitial reporting to be designed under
our supervision, to provide reasonable assuramgardang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registsadgisclosure controls and procedures and presénthi report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;
and

d) Disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anthave disclosed, based on our most recent evatuaf internal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(ms persons performing the equivalent
functions):

a) All significant deficiencies and material waakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmancial information; an

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

/sl Yosef A. Maiman

Date August 5, 2009 Yosef A. Maiman
Chairman of the Board
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 notatom@iny untrue statement of a material fact or éonditate a material fact necessary to make

the statements made, in light of the circumstanoeler which such statements were made, not misigadih respect to the period covered
by this report

3. Based on my knowledge, the financial statementoéimer financial information included in this repdairly present in all material respe
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this repc

4, The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e))iatetinal control over financial reporting (as definin Exchange Act Rules 13a-15(f)
and 15-15(f)) for the registrant and hav

a) Designed such disclosure controls and proesdor caused such disclosure controls and proesdoibe designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us
by others within those entities, particularly dgrithe period in which this report is being prepa

b) Designed such internal control over finanoggdorting, or caused such internal control oveariitial reporting to be designed under
our supervision, to provide reasonable assuramgardang the reliability of financial reporting atite preparation of financial
statements for external purposes in accordancegeitierally accepted accounting princip

c) Evaluated the effectiveness of the registsadgisclosure controls and procedures and presénthi report our conclusions about
effectiveness of the disclosure controls and proces] as of the end of the period covered by #psit based on such evaluation;
and

d) Disclosed in this report any change in thestegnt’s internal control over financial reportitigat occurred during the registrant’s

most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repod) tas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

5. The registrant’s other certifying officer(s) anthave disclosed, based on our most recent evatuaf internal control over financial

reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct(ms persons performing the equivalent
functions):

a) All significant deficiencies and material waakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmancial information; an

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

/s/ Irit Eluz

Date: August 5, 2009 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-Arican Israel Corporation (the “Company”) on For@aQ for the period ending June 30, 2009,
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), each of theeusigned executive officers of the Company
certifies, to the best of such executive officémr®wledge, pursuant to Rule 13a-14(b) under thei@exs Exchange Act of 1934 and 18 U.S.C.
Section 1350, as adopted pursuant to Section 9@&dbarbanes-Oxley Act of 2002, that:

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

2 The information contained in the Report faptesents, in all material respects, the finarmaldition and results of operations of the

Company

/sl Yosef A. Maiman /s/ Irit Eluz

Yosef A. Maiman 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

August 5, 200¢ August 5, 200¢

A signed original of this written statement reqditsy Section 906, or other document authenticatisgnowledging, or otherwise adopting the
signature that appears in typed form within thetetmic version of this written statement requibgdSection 906, has been provided to the
Company and will be retained by the Company andisbed to the Securities and Exchange Commissids staff upon request.




