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UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
WASHINGTON D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) DHE SECURITIES EXCHANGE ACT OF 1934.
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OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(df ®HE SECURITIES EXCHANGE ACT OF 1934.
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Indicate by check mark whether the regigt(a) has filed all reports required to be filed®ection 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofdh$or such shorter period that the registrans wemuired to file such reports), and (2)
has been subject to such filing requirements ferpihst 90 days.

YesXI NoO

Indicate by check mark whether the regigtheas submitted electronically and posted ondgtparate Web site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of thiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such files).

YesO NoO

Indicate by check mark whether the regigtima large accelerated filer, an accelerated, fl nonaccelerated filer, or a smaller report
company. See the definitions of “large acceleréited, “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act (Check one)
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ITEM 1. FINANCIAL STATEMENTS
AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET
September 30, December 31,
ASSETSASOF 2009 2008
(U.S. Dallarsin thousands) (Unaudited) (Audited)
Current asset:
Cash and cash equivalel $ 80,10¢ $ 68,68:
Marketable securitie 29,96: 52,85¢
Accounts receivable (Net of allowance for doub#mounts of $1.7 and $0. 98,06¢ 111,23:
Deposits 11,96( 13,83«
Inventories 25,41t 33,74«
Other asset 20,77¢ 19,51(




Total current asse 266,28 299,86(

Non-current asset:

Investment: 372,02: 375,61:
Fixed assets, less accumulated depreciation o78%&nd $13,17 145,00: 112,19!
Deposits 35,20: 45,13¢
Deferred income taxe 24,66: 22,81¢
Other asset 13,72( 13,95¢
Goodwill 52,27: 51,55¢
Intangible asset 11,11¢ 14,78:

Total Nor-current asset 654,00: 636,05°
TOTAL ASSETS $ 920,28 $ 935,91°

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

September 30, December 31,
LIABILITIESAND EQUITY ASOF 2009 2008
(U.S. Dallarsin thousands, except share amounts) (Unaudited) (Audited)
LIABILITIES
Current liabilities:
Notes and loans payable and current matui $ 151,97 $ 157,23:
Accounts payable, accrued expenses and @ 80,79t 83,92¢
Total current liabilitie 232,76! 241,15t
Long term liabilities:
Notes and loans payat 235,14t 222,49¢
Debenture! 215,71! 216,72:
Deferred income taxe 3,931 5,96¢
Other long term liabilitie: 9,537 9,47¢
Total long term liabilitie 464,32¢ 454,66¢
Total liabilities 697,09 695,82:
EQUITY
Ampal's shareholders' equ:
Class A Stock $1 par value; authorized 100,00043@0100,000,000 shares; issued 63,277
and 63,277,321 shares; outstanding 56,133,764 &A@%5,867 share 63,275 63,275
Additional paic-in capital 191,82: 191,26:
Retained earning 12,02: 31,06:
Accumulated other comprehensive | (14,887 (17,87¢)
Treasury stock, at co (28,767) (28,500

Total Ampal shareholders' equ 223,47t 239,22¢




Noncontrolling interes (2893 86¢

Total equity 223,19¢ 240,09!

TOTAL LIABILITIES AND EQUITY $ 920,28° $ 935,91°

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

NINE MONTHS ENDED SEPTEMBER 30, 2009 2008
(U.S. Dallarsin thousands, except per share amounts) (Unaudited) (Unaudited)
REVENUES:
Chemical incomt $ 287,43: $ 419,62(
Real estate incorr 177 -
Realized gains on investmel 554 1,162
Realized and unrealized losses on marketable siest (38) (90)
Interest incomt 2,13¢ 3,62¢
Leisure-time income 2,08¢ 2,30¢
Gain from redemption of debt, gain from changevimership interest in a subsidic
and other incom 3,731 1,15¢

Total revenue 296,08: 427,77¢
EXPENSES:
Chemical expens- cost of goods sol 265,65’ 388,39!
Equity in losses of affiliate 1,20z 1,20¢
Real estate expens 547 611
Interest expens 25,73] 33,26¢
Translation los: (3,73)) 19,46¢
Loss from sale of fixed asse 10z -
Marketing expens 4,83: 8,171
General, administrative and ott 24,58 27,27¢

Total expense 318,92¢ 478,39
Loss before income tax (22,847 (50,615
Provision for income tax benefi (2,990 (710
Net loss (19,857 (49,905
Less: Net loss attributable to noncontrolling ietes (81€) (9,619
Net loss from continuing operatio (19,04) (40,287

Basic and diluted EP¢

Loss per shai $ 039 % (0.70

Shares used in EPS calculation (in thousa 56,157 57,72:

The accompanying notes are an integral part oktbeadensed consolidated financial statem:



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

THREE MONTHS ENDED SEPTEMBER 30,

2009

2008

(U.S. Dallarsin thousands, except per share amounts)

REVENUES:

Chemical incom

Real estate incorr

Realized gain (loss) on investme

Realized and unrealized gains (losses) on marketauuritie:

Interest incomt

Leisure-time income

Gain from redemption of debt, gain from changevimership interest in a subsidie
and other incom

Total revenue

EXPENSES:

Chemical expens- cost of goods sol
Equity in losses of affiliate

Real estate expens

Interest expens

Translation loss (gair

Marketing expens

Loss from sale of fixed asse
General, administrative and otf

Total expense

Loss before income taxi
Provision for income taxes (tax benefi

Net loss
Less: Net income (loss) attributable to nonconitrglinterests

Net loss from continuing operatio

Basic and diluted EP¢

Loss per shat

Shares used in EPS calculation (in thousa

The accompanying notes are an integral part oetbeadensed consolidated financial statements.
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(Unaudited) (Unaudited)

101,14 142,44¢
83 -

32 783
117 (229)
43¢ 1,46¢

77¢€ 817

35E 43t
102,94! 145,72
93,85: 129,25;
92¢ 1,787

25% 224
13,23: 18,33:
8,22¢ (5,915)
1,47¢ 2,06¢
73 -
8,48¢ 8,971
126,52¢ 154,71¢
(23,589 (8,995
(1,427 371
(22,157 (9,366)
(4,026) 3,27¢€
(18,132 (12,647
(0.32) (0.22)
56,13¢ 57,74

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

NINE MONTHS ENDED SEPTEMBER 30,

2009

2008

(U.S. Dallarsin thousands)

(Unaudited)

(Unaudited)



Cash flows from operating activitie
Net loss for the peria $ (19,857 $ (49,909
Adjustments to reconcile net loss for the petidet cash provided k
(used in) operating activitie

Equity in losses of affiliate 1,20: 1,20¢
Realized and unrealized gain on investments (51€) (1,072)
Depreciation and amortization expe! 11,10: 9,26:
Loss from sale of fixed asst 10z -
Non cash stock based compensa 707 627
Translation (gain) los (3,73)) 19,46¢
Decrease (increase) in other as (742) 2,55(
Decrease (increase) in inventor 8,681 (9,162)
Decrease (increase) in accounts receiv 12,727 (21,587
Increase in accounts payable, accrued expensestiaer 6,404 31,80¢
Investments made in trading securi - (79
Proceeds from sale of trading securi 2,417 5,79
Gain from change in ownership interest in a &litigy - (490
Dividends received from affiliate 584 3,421
Net cash provided (used in) by operating activi 19,081 (8,147

Cash flows from investing activitie

Deposits, notes and loans receivable colle 7,252 7,751
Deposits, notes and loans receivable gra - (54,557)
Capital improvement (36,897 (29,499
Investments made in affiliates and ott (2,906 (52,947
Investments made in available for sale sh (8,96)) (45,52¢)
Proceeds from sale of available for sale sh 31,46( -
Proceeds from sale of investme 54¢€ 1,98¢
Proceeds from sale of fixed ass 63C 3,76¢
Net cash used in investing activit| (7,877 (169,019

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

NINE MONTHS ENDED SEPTEMBER 30, 2009 2008

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

Cash flows from financing activitie

Notes and loans payable recei $ 29,23( $ 70,40
Notes and loans payable rep (24,879 (2,98))
Proceeds from issuance of debenti 166,85¢
Distribution to minority (419 (407)
Deferred expense relating to issuance of debes (2,575
Proceeds from exercise of stock option and wés| 29C
Debentures repaid and shares repurch (11,489 (3,227%)
Net cash (used in) provided by financing adeei (7,55¢€) 228,35’

Effect of exchange rate changes on cash andezpshalents 7,765 69C




Net increase in cash and cash equival 11,42¢ 51,881

Cash and cash equivalents at beginning of pi 68,68: 44,26

Cash and cash equivalents at end of pe $ 80,10 $ 96,154
Supplemental disclosure of r-cash investing and financing activit-
conversion of a convertible debenture in subsid - 1,257
The accompanying notes are an integral part oetheadensed consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQLY
(U.S. Dollars in thousands)
Unaudited
Ampal American Israel Corporation
Class A stock
Accumulated
Additional other Non-controlling
Number paid in Retained comprehensive  Treasury Total
of shares* Amount capital earnings income (loss) stock interests equity

BALANCE AT JANUARY 1, 2009 63,275 63,275 191,26: 31,06: (17,876 (28,500 86¢ 240,09!
CHANGES DURING 2009
Net loss for the perio (19,04) (81€) (19,857
Unrealized loss fror
marketable securitie (580) (580)
Foreign currenc
translation adjustmen 3,57¢ (33€) 3,23¢
Total comprehensive lot (17,199
Purchase of 292,103 sha (269) (269)
Share based compensat
expense 56C 56C
BALANCE AT SEPTEMBER 30,
2009 63,275 63,27, 191,82: 12,02: (14,887 (28,767 (283 223,19

*In thousands

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

(U.S. Dollars in thousands)



Unaudited

Ampal American |srael Corporation

Class A stock
Accumulated
Additional other Non-controlling
Number paidin Retained comprehensive  Treasury Total
of 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 (40,287 (9,619 (49,906
Unrealized gain fron

marketable securitie (599 (599
Foreign currenc

translation adjustmen 11,96¢ (23,567) (12,599
Total comprehensive ot (62,099

Reissuance of 89,7¢
treasury stock for exercit

of stock optior (159 44¢ 29C
Share based compensat
expense 62€ 62€

BALANCE AT SEPTEMBER 30,

2008

63,271 63,271 190,52¢ 7,48¢ (3,450 (27,42Y (9,97¢) 220,43t

*In thousands

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

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEENTS

(Unaudited)

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

The accompanying unaudited condensed consdiidiaiencial statements of the Company have beegpapeel in accordance with
generally accepted accounting principles (“GAAR)the United States of America, for interim fina@ldénformation and with the
instructions to Form 10-Q and Article 10 of RegigatS-X. Accordingly, they do not include all ofetinformation and notes required
by GAAP for complete financial statements. In tipin®on of management, all adjustments (consistingoomal recurring accruals)
considered necessary for a fair presentation haga mcluded. Operating results for the interiniqueare not necessarily indicative
the results that may be expected for the full y¥au should read these interim condensed conselidfiancial statements in
conjunction with the audited consolidated finansiatements in the Annual Report on Form 10-K lierytear ended December 31,
2008, filed with the Securities and Exchange Corsiois

Reference should be made to the Company’s consetidmancial statements for the year ended DeceBihe2008 for a description

of the critical accounting policies. Also, referershould be made to the notes to the Company’srbleee31, 2008 consolidated
financial statements for additional informationaetjng the Company’s consolidated financial cooditiresults of operations and cash
flows.

Recently Adopted and Recently Issued Accountingi®uacement

ASC 105 (formerly SFAS No. 168)

In June 2009, the Financial Accountingr8ards Board (“FASB”) issued Accounting Stand&ddification (“ASC”) 105,



“Generally Accepted Accounting Principles” (formeBtatement of Financial Accounting Standards (“SHANo. 168, “The FASB
Accounting Standards Codification and the Hierarohgenerally Accepted Accounting Principles—a agpiment of FASB Statement
No. 16¢" (“SFAS 168")). The statement confirmed that th®SB Accounting Standards Codification (the “Codifion”) will become
the single official source of authoritative U.S. G (other than guidance issued by the SEC), sugeigexisting FASB, American
Institute of Certified Public Accountants, Emergisgues Task Force (“EITF”), and related literatitpon the effectiveness of the
codification, only one level of authoritative UGAAP will exist. All other literature will be condered non-authoritative. The
Codification does not change U.S. GAAP; insteathtibduces a new structure that is organized irasily accessible, user-friendly
online research system. The Codification, whichngfes the referencing of financial standards, beasfifieetive for interim and annual
periods ending on or after September 15, 2009tlemddoption did not have impact on our finandiatlesnents

ASC 810 (formerly SFAS No. 167)

In June 2009, the FASB issued accourgirigance contained within ASC 810, “Consolidatior@garding the consolidation of
variable interest entities (formerly SFAS No. 18mendments to FASB Interpretation No. 46(R)”). Angenents to FASB
Interpretation No. 46(R), ASC 810 is intended t@iove financial reporting by providing additionalidance to companies involved
with variable interest entities and by requiringliéidnal disclosures about a company’s involvememntariable interest entities. This
standard is effective for interim and annual pesiedding after November 15, 2009. We are currergbessing the potential impact:
any, on our consolidated financial stateme

ASC 820 (formerly FSP No. 157-4)

In April 2009, the FASB issued ASC 826rtherly FSP No. 157-4, “Determining Fair Value Whba Volume and Level of
Activity for the Asset and Liability Have Signifinly Decreased and Identifying Transactions Tha Kot Orderly”), which provides
additional guidance in accordance with ASC 820y Falue Measurements, when the volume and levett¥ity for the asset or
liability has significantly decreased. ASC 820fieetive for interim and annual reporting periodslimg after June 15, 2009, and the
adoption did not have a material impact on ourrfgial statement:

ASC 825 (formerly FSP No. 107-1)

In April 2009, the FASB issued ASC 82birfancial Instruments” (formerly FASB Staff Positia07-1, “Interim Disclosures
about Fair Value of Financial Instruments8SC 825 requires disclosures about fair valuerdricial instruments for interim reporti
periods of publicly traded companies as well asrinual financial statements. This standard alsoires|those disclosures in
summarized financial information at interim repogtiperiods ending after June 15, 2009, and thetaaogid not have a material
impact on our financial statemen

ASC 820 (formerly SFAS No. 157)

In September 2006, the FASB issued ASC(&&merly SFAS No. 157, “Fair Value Measuremenss' it applies to nofinancial
assets and liabilities that are not required tonkasured at fair value on a recurring (at leastiaiyiasis), which provides guidance
how to measure assets and liabilities that useséire. ASC 820 will apply whenever another US GAgt&nhdard requires (or permits)
assets or liabilities to be measured at fair valueedoes not expand the use of fair value to amy eircumstances. This standard also
will require additional disclosures in both annaatl quarterly reports. ASC 820 is for fiscal ydagginning after November 15, 2007
(January 1, 2008 for the Company). In February 2688 FASB deferred for one additional year theetf’e date of ASC 820 for all
nonfinancial assets and nonfinancial liabilitiessept those that are recognized or disclosed avédie in the financial statements o
recurring basis (at least annually). The adoptiothe parts of ASC 820 that became effective in&0i@ not have a material impact
the Company’s financial statements. The adopticth@femaining parts of ASC 820 did not have a nigt@anpact on our financial
statements

ASC 805 (formerly SFASNo. 141R)

In December 2007, the FASB issued ASGB0B5-1(formerly SFAS No. 141 (revised 2007), “Biess Combinations” (“SFAS
141R") which replaces SFAS No. 141, “Business Coratibn”). ASC 805-10-63- establishes the principles and requirementsdar
an acquirer: (1) recognizes and measures in igéial statements the identifiable assets acquinedjabilities assumed, and any
noncontrolling interest in the acquiree; (2) redags and measures the goodwill acquired in thenlessicombination or a gain from a
bargain purchase; and (3) discloses the businesbination. This Statement applies to all transastio which an entity obtains
control of one or more businesses, including treti@as that occur without the transfer of any tgpeonsideration. ASC 805-10-65-1
will be effective on a prospective basis for alsimess combinations on or after January 1, 2009, tve exception of the accounting
for valuation allowances on deferred taxes and iaedtax contingencies. Early adoption is not abowThe adoption of ASC 805-10-
65-1 did not have a material impact on our financiatesnents

ASC 810 (formerly SFAS No. 160)



In December 2007, the FASB issued acéogmjuidance contained within ASC 810, “Consolidati regarding noncontrolling
interests (formerly SFAS No. 160, “Noncontrollingdrests in Consolidated Financial Statements”5CA810"). ASC 810-10-65
amends ARB No. 51 and establishes accounting gattieg standards that require noncontrolling iestés (previously referred to as
minority interest) to be reported as a componemipiity, changes in a parent’s ownership interéslevthe parent retains its
controlling interest be accounted for as equitpgeactions, and upon a loss of control, retainedessitip interest will be remeasured at
fair value, with any gain or loss recognized inndags. The presentation and disclosure requirenedisC 810-10-65 were applied
retrospectively. Other than the change in presemtaf noncontrolling interests, the adoption of@&810-10-65 did not have a
material impact on our financial statemel

ASC 815 (formerly SFASNo. 161)

In March 2008, FASB issued the disclogeguirements within ASC 815, “Derivatives and Hiedg (formerly SFAS No. 161,
“Disclosures about Derivative Instruments and Heddhctivities, an Amendment of FASB No. 133ASC 815 is intended to impro
transparency in financial reporting by requirindhanced disclosures of an entity’s derivative inseats and hedging activities and
their effects on the entitg’financial position, financial performance, andttélows. The disclosure requirements apply talativative
instruments within the scope of ASC 815. The steshdi#so applies to non-derivative hedging instrutsemd all hedged items
designated and qualifying under ASC 815. Other tharrequired disclosures (see note 10), the aslopfiASC 815 did not have a
material impact on our financial statemel

ASC 350-30 (formerly SFAS No. 142-3)

In April 2008, the FASB issued ASC 350-3Boodwill and Other Intangible Assets.” (formefASB Staff Position (FSP)
No. 14:-3, “Determination of the Useful Life of Intangibkessets”), which amends the factors that must msidered in developing
renewal or extension assumptions used to deterthenaseful life over which to amortize the costioEcognized intangible asset.
ASC 350-30 requires an entity to consider its ossuaptions about renewal or extension of the tdrthebarrangement, consistent
with its expected use of the asset, and is an attesrimprove consistency between the useful lifa tecognized intangible asset ur
ASC 350-30 and the period of expected cash flowesl tis measure the fair value of the asset under ®c10-65-1, “Business
Combinations” The adoption of ASC 3!-30 did not have a material impact on our finanstatements
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Cash and cash equivalel

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

Cash equivalents equal to $2.0 million have bekrtaled as a compensating balance for various Ipangded to the Company and
would therefore be unavailable if the Company wisteepledge them in order to provide an additiamalrce of cast

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

East Mediterranean Gas Comp:

East Mediterranean Gas Co. S.A.E, an Egyptian giotk company (“EMG”), organized in 2000 in acarde with the Egyptian
Special Free Zones system, has been granted thidaigxport natural gas from Egypt to Israel, oibeations in the East
Mediterranean basin and to other countries vialiipg or otherwise. EMG has linked the Israeli ggenarket with the Egyptian
national gas grid via an East Mediterranean pipehitth the first gas delivery occurring in May 20@8BVIG is the developer, owner
and operator of the pipeline and its associateditfas on shore in both the point of departuré&bArish, Egypt and the point of entry
in Ashkelon, Israel. In the Israeli market, EMGiist contract was signed in late 2005 with thedbElectric Corporation (“IEC"Jor a
quantity of 2.1 BCM annually over 15-20 years. &Aard contract with Dorad Energy, Ltd. (“Doradén(independent power produc
currently provides for for a quantity of 0.735 BGiMinually over 17-22 years. On October 19, 2009, Evitéred into three contracts
with respect to three combined cycle cogeneratiantp: Ashdod Energy Ltd.; Ramat Negev Energy lddd Solad Energy Ltd., with
a total production capacity of 270 Megawatts. Toetacts provide for gas deliveries over an 18 geatract period. EMG is in the
process of negotiating several additional agreesnemtering much of the anticipated 7.0 BCM annuedymarked for the Israeli
market. This project is governed by an agreemegmiesi between the governments of Israel and Egythwdesignates EMG as the
authorized exporter of Egyptian gas, secures EM&X£xemption in Israel and provides for the Egypijovernment’s guarantee for
the delivery of the gas to the Israeli marl

On November 29, 2007, Ampal and the Israel Inftacttire Fund (“lIF”), leading a group of instituti@nnvestors, purchased a 4.3%
interest in EMG, through Merhav Ampal Energy HolgBnLP, an Israeli limited partnership (the “Jo#ienture”),from Merhav M.N.F
Ltd. (“Merhav”) for a purchase price of approximgt$95.4 million, using funds provided by the Intes. In addition to the Joint
Venture's purchase from Merhav, Ampal contribute ithe Joint Venture an additional 4.3% interedEMG already held by Ampal.
The Joint Venture now holds a total of 8.6% of dliéstanding shares of EMG. Ampal’s contribution wakied at the same price per
EMG share as the Joint Venture’s purchase. Thisuairie equivalent to the purchase price (on a paresbasis) paid by Ampal for its



December 2006 purchase of EMG shares from Mei

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 industriése legislation, by its terms, would
apply to EMG. Ampal understands that the impadhisf recent change in law would be to impose a 2¢on EMG’s net future
income. It is not clear to what extent the legislawill be enforced or whether it is valid undeetEgyptian constitution. The
legislation is, to Ampal’s understanding, unusaall it is not clear whether EMG will be succesgiuts negotiations with the
Egyptian authorities or whether EMG shall choosehallenge this legislation in court, and therefetet if any impact the legislation
will ultimately have on EMG

As of September 30, 2009, the Company’s finan¢a&ksents reflect a 16.8% interest in shares of EWith 8.2% held directly and
8.6% held through the Joint Venture (of which Ampaihs 50%). In June 2009, EMG and its upstreamlgrdp Egypt entered into
an amendment (“Amendment”) to the Gas Sales & Ragel\greement (“GSPA”) with regard to repricing gakl to EMG. The
Amendment to the GSPA includes price increase®dierprice adjustments, and new gas delivery targgubsequently, EMG
entered into negotiations with both of its contegictlients, IEC and Dorad, in order to amend tbeitracts to reflect the provisions
contained in the Amendment. The Dorad amendmentigagd in July 2009 and the IEC amendment wasdigmd approved by
IEC’s board of directors, and is subject inter aliatfi@rapproval of IE’s shareholders meetir

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

On December 3, 2007, Ampal completed the purchbiaeb.5% controlling interest (63.66% on a fulljuted basis) in Gadot
Chemical Tankers and Terminals Ltd. (“Gadot”) thgbuts wholly owned subsidiary, Merhav Ampal Enetggl.. On June 3, 2008,
Ampal purchased an additional 14.98% bringing @stmlling interest to 79.3% (78.88% on a fullyudéd basis) and on August 12,
2008, Ampal purchased an additional 20.6% bringgontrolling interest to 100% (99.99% on a fudijuted basis). Total
consideration including direct transaction expengas $132.3 million. The cash consideration waarfaed with Ampal’s own
resources and with borrowings in the amount of $&illion.

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, Gadstdxpanded into a group of companies, which ctiyréarms Israel’s leading
chemical distribution organization. Through its sidiaries, Gadot ships, stores, and distributagdighemicals, oils, and a large
variety of materials to countries across the gletith an emphasis on Israel and Western Europeutrdescription of Gadot's
business operations, the te*Gado” refers to Gadot and its consolidated subsidia

Under the purchase method of accounting, the ¢otasideration of $132.3 million allocated to Gadadlentifiable tangible and
intangible assets and liabilities assumed baseati@nestimated fair values as of the date of tirapletion of the transaction

The overall identified tangible and intangible assequired amounted to approximately $34.3 milhod $27.8 million, respectively.
The main assets included are ships and tankerarangdtion to purchase and lease ships, for appairin$28.7 million and $7.6
million, respectively, to be amortized over anrastied useful life of 12 and 4 years, respectiv

Sugarcane Ethanol Production Proj

On May 29, 2008, Ampal loaned Merhav $10 millianaddition to the currently outstanding $10 millibiat were loaned on
December 25, 2007, to fund the sugarcane ethandlption project (the “Project”) in Colombia beidgveloped by Merhav. The
additional loan was made pursuant to the existiognissory note, dated as of December 25, 2007, &shB in favor of Ampal (the
“Promissory Note”). The Promissory Note was givercdnnection with an option agreement dated Dece2#the2007 (the “Original
Option Agreement”), with Merhav providing Ampal Withe option (the “Option”) to acquire up to a 38%uity interest in the Project.
The loan will be convertible into all or a portiohthe equity interest purchased pursuant to thgia Option Agreemen

On December 25, 2008, Ampal entered into an amentftiee “Option Amendment”) to the Original Optidgreement. Under the
Original Option Agreement, the Option expired oe #&arlier of December 25, 2008 or the date (thedfcing Date”) on which both
(i) Merhav obtained third-party debt financing tbhe Project and (ii) an unaffiliated third partyldm®at least a 25% equity interest in
the Project. The Option Amendment extends the atipim of the Option to the earlier of December&109 or the Financing Dat

The Option Amendment also provides that in deteimgithe price to be paid by Ampal for shares punstathe option under the
Valuation Model (as defined below), the partieséhagreed to review the discount rate set forthénMaluation Model to determine
whether the discount rate should be increasedjgedyhowever, that the purchase price shall no¢ed the amount Ampal would
have paid without giving effect to the Option Amemeht. The maximum purchase price for any interethé Project purchased by
Ampal pursuant to the option would be (A) with respto any portion of such interest being purchdsedonversion of the
outstanding balance of the Amended Promissory Nefered to below, the lesser of (i) a price bame@ currently agreed valuation
model as updated from time to time to reflect clesng project, financing and other similar codte (tValuation Model”) as such



updates are reviewed by Houlihan Lokey Howard &ZAukd the time of the Option’s exercise or (ii) thevest price paid by any
unaffiliated third party for an interest in the feat, or (B) with respect to any portion of suctenest in the Project being purchased in
excess of the balance of the Amended Promissorg,Nlog lowest price paid by an unaffiliated thiedty for its interest in the Project,
unless no unaffiliated third party has purchasethtarest in the Project, in which case the purehage will be based on the
Valuation Model.

In consideration for Merhav entering into the Optlemendment, Ampal agreed to certain amendmerntset®romissory Note
reflected in an Amended and Restated Promissorg,Netted December 25, 2008 (the “Amended Promidsotg”). The Amended
Promissory Note provides for (i) an increase indhaual interest rate from LIBOR plus 2.25% to LIB@lus 3.25% and (ii) an
extension of the maturity date of the PromissoryeNo December 31, 2009. As a condition to amendimjrestating the Promissory
Note, Ampal received a personal guaranty dated Becember 25, 2008, from Yosef A. Maiman persgngllaranteeing th
obligations of Merhav under the Amended Promissdote.

The loan continues to be secured by Merhav’s pléddenpal, pursuant to a Pledge Agreement dateédber 25, 2007, between

Merhav and Ampal, of all of the shares of Ampallass A Common Stock, par value $1.00 per sharea§CA Stock”), owned by
Merhav.
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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 foregoingtiaaiahip, a special committee of the Board of Dines composed of Ampal’s
independent directors negotiated and approvedahnsaction

Services and Management Agreeme related party transactiol

Ampal and Gadot entered into a services agreemesatignt to which Gadot shall pay Ampal manageness,fcalculated as a
percentage of Gac's profits, in consideration for management servieaslered by Ampal to Gad«

Ampal and Merhav entered into an agreement purgoamhich Ampal shall pay Merhav annual managenfesd totaling in the
aggregate NIS 10 million ($2.7 million), in considgon for management, marketing, financial, depeient and other administrative
services rendered by Merhav to Amg

As stipulated above, Yosef A. Maiman, the ChairnmRresident and CEO of Ampal and a member of th&raling shareholders groi
of Ampal, is the sole owner of Merhav. Becausehefforegoing relationship, a special committeehefBoard of Directors composed
of Ampa'’s independent directors negotiated and approvettahsaction between Ampal and Merh

Derivatives and Other Financial Instrume

As stated above, in March 2008, the FASB issued 88&(formerly FAS 161), Disclosures about Derivatinstruments and Hedgi
Activities. ASC 815 is an amendment of ASC 8154tsriierly SFAS 133, Accounting for Derivative Ingmmants and Hedging
Activities). This statement requires enhanced dsales about an entity’s derivative and hedginiyities and thereby improves the
transparency of financial reporting. ASC 815 becafffiective for the Company on January 1, 2009 aadhave incorporated the
additional disclosure information for ASC 815 belt

The Company is exposed to certain risks relatingstongoing business operations, including finaheharket, political, and econon
risks. The following discussion provides informatiegarding the Company’s exposure to the riskehahging commodity prices,
interest rates, and foreign currency exchange.r

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

The interest rate and foreign exchange contraetdeld for purposes other than trading. They aee psimarily to mitigate uncertain
and volatility, and to in order to cover underlyiegposures. A swap contract was entered into teerdisome of the Company’s New
Israeli Shekel denominated debt in the amount & NSO million ($43.9 million) into U.S. Dollar deminated debt and to convert
Israeli interest rates into LIBOR interest rai

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

We use foreign currency forward contracts to mtggéuctuations in foreign currency exchange ralas to variations in payment or
receipt of currencies other than the Company’stianal currency. We use contracts to purchase DdBars and sell Euros, contracts
to purchase Euros and sell U.S. Dollars and cotsttagourchase U.S. Dollars and sell New Israedikels.

We enter into derivative financial instruments liing swaps and forward agreements. We reporfaine@alue of the derivatives on
our balance sheet. The derivatives used are n@raged as a hedging instrument under ASC 815. gdwaim fair value are recogniz
in earnings in the period of chany



The following summarizes the gross fair market gadtiall derivative instruments and their locatiorour consolidated balance sheet,
and indicates what instruments are in an assélality position.

Asset Derivatives

(U.S. Dallarsin thousands)

September 30, December 31, September 30,

Derivative Instrument Location 2009 2008 2008

SWAP contract: Other asset 2,094 - -

Exchange rate contrac Other asset 30 9,601 6
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Liability Derivatives

(U.S. Dallarsin thousands)

September 30, December 31, September 30,

Derivative Instrument Location 2009 2008 2008
SWAP contracts Accounts payable, accrued expenses and

others - 4,21¢ 3,022
Exchange rate contracts Accounts payable, accrued expenses and

others 301 10,10¢ 19C

Statement of Operation

(U.S. Dallarsin thousands)

Nine months ended September Three months ended September
30 30

Derivative Instrument Location 2009 2008 2009 2008
SWAP contrac Translation income (expens 5,73¢ (99¢) 2,31¢ (3,729
Interest rate SWAP contra Interest expens (27¢€) - (1,787 -
Exchange rate contracts Translatir

expense Translation expens 97C 802 2,54¢ 1,41z

Fair Value Measuremen

In September 2006, the FASB issued ASC 820 (fogn®FIAS No. 157, “Fair Value Measurements”), whidfiues fair value,
establishes a framework for measuring fair valugeinerally accepted accounting principles and edpaisclosures about fair-value
measurements. The Company adopted ASC 820 effeldiveary 1, 2008 for all financial assets andliigds and any other assets and
liabilities that are recognized or disclosed at Yailue on a recurring basis. Although the adoptibASC 820 did not materially impe
the Companys financial condition, results of operations ortciews, the Company is required to provide additilodisclosures withi
its condensed consolidated financial statems

ASC 820 defines fair value as the price that wdidldeceived to sell an asset or paid to transéeliability (an exit price) in an order
transaction between market participants and alsdkshes a fair value hierarchy which requiregatity to maximize the use of
observable inputs and minimize the use of unobsdevaputs when measuring fair value. The fair edhierarchy within ASC 820
distinguishes between three levels of inputs theat be utilized when measuring fair value includiegel 1 inputs (using quoted pric

in active markets for identical assets or liakahf), level 2 inputs (using inputs other than ldvptices such as quoted prices for similar



assets and liabilities in active markets or ingliég are observable for the asset or liability) Evel 3 inputs (unobservable inputs
supported by little or no market activity basedtiom company’s own assumptions used to measuresassitiabilities). A financial
asset’s or liability’s classification within the @ke hierarchy is determined based on the lowest leput that is significant to the fair
value measuremer

The Company also adopted ASC 825 (formerly SFAS TH® Fair Value Option for Financial Assets anddncial Liabilities”).

ASC 825 permits entities to choose to measure rfinagcial assets and financial liabilities at fe@ue. Unrealized gains and losses
on items for which the fair value option has beletted are reported in earnings. ASC 825 is effedir fiscal years after November
15, 2007. The Company did not elect to apply tlevi@ue option available under ASC 825 for anytsfeligible instruments

The following section describes the valuation mdtiogies used by the Company to measure derivatiméracts at fair value,

including an indication of the level in the fairlva hierarchy in which each instrument is generalhgsified. Where appropriate, the
description includes details of the valuation megd#ie key inputs to those models, and any signifiassumption:
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Derivative contracts are valued using quoted markiees and significant other observable and unelabde inputs. Such financial
instruments consist of aluminum, energy, interat,rand foreign exchange contracts. The fair waloethe majority of these
derivative contracts are based upon current quogattet prices. These financial instruments arecbifyi exchange-traded and are
generally classified within Level 1 or Level 2 bitfair value hierarchy depending on whether treharge is deemed to be an active
market or not

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

Fair Value M easurementsasUsing at :

September 30, 2009 December 31, 2008
Level 1 Level 2 Total Level 1 Level 2 Total
Trading securities $ 2151 $ - $ 2151 $ 43% $ - $  43%
Available for sale securities 27,80¢ - 27,80¢ 48,46: - 48,46:
Derivative assets * - 2,12¢ 2,12¢ - 9,601 9,601
Derivative liabilities ** - (301 (301) - (14,327 (14,327

Total $ 2996: $ 182t $ 31,78 $ 5285 $ (4,72 $ 48,13%

Marketable securities that are classified in lelvebnsist of available-for-sale and trading semsifor which market prices are readily
available, derivative assets that are classifidévirl 2 are determined based on inputs that catelieed from information available
publicly quoted markets. Unrealized gains or loge&® available-for-sale securities are recordeddoumulated other comprehensive
(loss) income

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

The carrying amount of the Company'’s traded delrestas of September 30, 2009 is $212 million. Thekst value of such
debentures, based on the closing price of thosendetes on September 30, 2009 in the Tel Aviv Staathange, was $ 179 million.
The total carrying value of long-term loans as ept@mber 30, 2009 was $235 million. The Comparniynesés that the fair value of
the long-term loans approximates their carryingigakince substantially all of them bear non-fikedrest and there is no significant
change in the credit risk of such loa

Segment information presented below, results pilyntom operations in Israe
ASC 280 (formerly SFAS 131 “Disclosure about Segmmeh an Enterprise and Related Information”) esghbs annual and interim
reporting standards for an enterprise’s operataggreents and related disclosures about its prodsetgices, geographic areas and

major customers. Segment information presentedibedeults primarily from operations in Isra

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



The energy segment consists of the investment iGEA Egyptian joint stock company, which holdsrilgat 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@eyntry Club Kfar Saba Ltd., the Company’s 58%ned subsidiary, located in Isra

The finance segment consists of all other actiwitidnich are not part of any of the above segments.

13.

14.
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NINE MONTHS ENDED SEPTEMBER 30, 2009 2008
(Dollarsin thousands)
Revenues
Chemicals $ 287,43: $ 419,62(
Finance 6,562 5,85(
Leisure-time 2,08¢ 2,30¢
Total consolidated revenu $ 296,08: $ 427, 77¢
Pre-tax Operating Gain (loss
Chemicals $ (757 $ (259)
Finance (21,07¢) (49,089
Leisure-time 18¢ (59

(21,644 (49,40¢)
Equity in losses of affiliate (1,209 (2,209
Total consolidated pretax (los $ (22,847 $ (50,615
Total Assets
Chemicals $ 382,63t $ 421,32¢
Finance 510,14¢ 598,44
Energy 361,32: 361,32:
Leisure-Time 3,45¢ 3,26¢
Inter- segments adjustmer (337,27 (370,509
Total consolidated asse $ 920,28° $ 1,013,85;

Corporate office expense is principally applicatoléhe financing operations and has been chargtdthtesegment. Revenues and pre-
tax operating gain above exclude equity in earnofgTiliates.

The following table summarizes securities thate not included in the calculations of dilutednégs per share of Class A Stock for
the periods ended September 30, 2009 and 2008 4®saah shares are «dilutive.

Nine Months Ended
(Sharesin thousands) September 30,

2009 2008

Shares resulting from Options and Rig 2,921 2,341
LEGAL PROCEEDINGS

None.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIKNCIAL 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 subsidias, the “Company”) consolidated
financial statements is in conformity with accoungtprinciples generally accepted in the Unitede&ttGAAP”) which requires management
to make estimates and assumptions in certain cBtamoes that affect amounts reported in the accoyipgconsolidated financial stateme
and related footnotes. Actual results may diffenfrthese estimates. To facilitate the understanalidgnpal’s business activities, described
below are certain Ampal accounting policies thatratatively more important to the portrayal offitencial condition and results of
operations and that require management’s subjejctiigiments. Ampal bases its judgments on its egped and various other assumptions
that it believes to be reasonable under the cirtamess. Please refer to Note 1 to Ampal’s cons@atifinancial statements included in the
Company’s Annual Report on Form 10-K for the fisgahr ended December 31, 2008 for a summary of &lmpal’s significant accounting
policies.

No significant updates have occurred since ourdastial report on form -K.
Revenue Recognition

The Company recognizes revenue in accordance wafhAccounting Bulletin ASC 605 (formerly SAB N&04 — “Revenue Recognition”).
Revenue is recognized when (a) the significansrakd rewards of ownership of the goods have braesferred to the buyer; (b) the
Company retains neither continuing managerial wewient to the degree usually associated with owiersr effective control over the
goods sold; (c) the amount of revenue can be medsaliably; (d) it is probable that the economénéfits associated with the transaction
will flow to the Company; and (e) the costs incdror to be incurred in respect of the transactiamlee measured reliably.

Chemical income derives from the following actiegi sales of a wide range of liquid chemicals, jgliag maritime shipping services of
chemicals by ships and providing other servicextviiclude logistics and storage services for chalsi

Revenue from services is recognized as follows:

— Revenues arising from the provision of marinegpamt services proportionally over the period @& tharine transport services.
As to voyages uncompleted in which a loss is exquka full provision is made in the amount of tRpexted loss

— Revenues from chemical brokerage commissions aognized when the right to receive them is cre¢

— Rental income is recorded over the rental pefmlenues from services provided to country-clutsetibers are recognized
ratably over the contractual peric

— Income from other services is recognized over #r@p during which those services are perforn
Recently adopted and recently Issued Accounting&rocements
ASC 105 (formerly SFAS No. 168)

In June 2009, the Financial Accounting 8tads Board (“FASB”) issued Accounting Standardsdifiation (“ASC") 105, “Generally
Accepted Accounting Principles” (formerly StatemehEinancial Accounting Standards (“SFAS”) No. 16Bhe FASB Accounting
Standards Caodification and the Hierarchy of Geheratcepted Accounting Principles—a replacemerfASB Statement No. 168" (“SFAS
168")). The statement confirmed that the FASB Aatdmng Standards Codification (the “Codification”)IMbecome the single official source
of authoritative U.S. GAAP (other than guidanceiesby the SEC), superseding existing FASB, Amarloatitute of Certified Public
Accountants, Emerging Issues Task Force (“EITHi{} 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 micggad in an easily accessible, user-friendly ontesearch system. The Codification, which
changes the referencing of financial standardsarneceffective for interim and annual periods endingr after September 15, 2009, and the
adoption did not have impact on our financial staats.

ASC 810 (formerly SFAS No. 167)

In June 2009, the FASB issued accountindagce contained within ASC 810, “Consolidatiorégarding the consolidation of variable
interest entities (formerly SFAS No. 167, “Amendnseio FASB Interpretation No. 46(R)"). Amendmerdd=ASB Interpretation No. 46(R),
ASC 810 is intended to improve financial reportingproviding additional guidance to companies ineol with variable interest entities and
by requiring additional disclosures about a compsiityvolvement in variable interest entities. Thanslard is effective for interim and ann
periods ending after November 15, 2009. We aresotlyr assessing the potential impacts, if any, wnconsolidated financial statemer
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ASC 820 (formerly FSP No. 157-4)

In April 2009, the FASB issued ASC 820 (farly FSP No. 157-4, “Determining Fair Value Whba ¥olume and Level of Activity for
the Asset and Liability Have Significantly Decredsad Identifying Transactions That Are Not Ord&lyvhich provides additional guidan
in accordance with ASC 820, Fair Value Measurememwiten the volume and level of activity for theetss liability has significantly
decreased. ASC 820 is effective for interim anduahneporting periods ending after June 15, 2008,the adoption did not have a material
impact on our financial statements.

ASC 825 (formerly FSP No. 107-1)

In April 2009, the FASB issued ASC 825,rt&ncial Instruments” (formerly FASB Staff Positid@7-1, “Interim Disclosures about Fair
Value of Financial Instruments”). ASC 825 requidisclosures about fair value of financial instrutsefor interim reporting periods of
publicly traded companies as well as in annualrfoia statements. This standard also requires ttisstosures in summarized financial
information at interim reporting periods endingeafiune 15, 2009, and the adoption did not havatamal impact on our financial
statements.

ASC 820 (formerly SFAS No. 157)

In September 2006, the FASB issued ASC(&2tnerly SFAS No. 157, “Fair Value Measurementss it applies to non-financial assets
and liabilities that are not required to be meadatefair value on a recurring (at least annuagjg)awhich provides guidance on how to
measure assets and liabilities that use fair val&€ 820 will apply whenever another US GAAP staddaquires (or permits) assets or
liabilities to be measured at fair value but doesaxpand the use of fair value to any new circamss. This standard also will require
additional disclosures in both annual and quarteshorts. ASC 820 is for fiscal years beginningaNMovember 15, 2007 (January 1, 200¢
the Company). In February 2008, the FASB deferoeadhe additional year the effective date of ASO 8% all nonfinancial assets and
nonfinancial liabilities, except those that areogtized or disclosed at fair value in the finansiatements on a recurring basis (at least
annually). The adoption of the parts of ASC 820 tercame effective in 2008 did not have a maté@riphct on the Company’s financial
statements. The adoption of the remaining parsS® 820 did not have a material impact on our foiarstatements.

ASC 805 (formerly SFASNo. 141R)

In December 2007, the FASB issued ASC 80%3-1(formerly SFAS No. 141 (revised 2007), “Buesia Combinations” (“SFAS 141R”
which replaces SFAS No. 141, “Business Combina)ioASC 805-10-65-1 establishes the principles aggiirements for how an acquirer:
(1) recognizes and measures in its financial statésnthe identifiable assets acquired, the liagsliassumed, and any noncontrolling interest
in the acquiree; (2) recognizes and measures thavgth acquired in the business combination or & glam a bargain purchase; and (3)
discloses the business combination. This Stateagpiies to all transactions in which an entity aidacontrol of one or more businesses,
including transactions that occur without the tfansf any type of consideration. ASC 805-105%+ll be effective on a prospective basis
all business combinations on or after January @92@ith the exception of the accounting for valmatallowances on deferred taxes and
acquired tax contingencies. Early adoption is tlotxed. The adoption of ASC 805-10-65-1 did notédavmaterial impact on our financial
statements.

ASC 810 (formerly SFAS No. 160)

In December 2007, the FASB issued accogrgiridance contained within ASC 810, “Consolidatjargarding noncontrolling interests
(formerly SFAS No. 160, “Noncontrolling InterestsConsolidated Financial Statements”) (“ASC 81&%C 810-1065 amends ARB No. £
and establishes accounting and reporting standlaatisequire noncontrolling interests (previousferred to as minority interest) to be
reported as a component of equity, changes inenparownership interest while the parent retaimgontrolling interest be accounted for as
equity transactions, and upon a loss of contrédimed ownership interest will be remeasured atfaue, with any gain or loss recognized in
earnings. The presentation and disclosure requiteseg ASC 810-10-65 were applied retrospectivBigher than the change in presentation
of noncontrolling interests, the adoption of AS@&MD-65 did not have a material impact on our faialhstatements.

ASC 815 (formerly SFASNo. 161)

In March 2008, FASB issued the discloseguirements within ASC 815, “Derivatives and Hedgi(formerly SFAS No. 161,
“Disclosures about Derivative Instruments and Heddhctivities, an Amendment of FASB No. 133"). ABC5 is intended to improve
transparency in financial reporting by requirindianced disclosures of an entity’s derivative inseats and hedging activities and their
effects on the entity’s financial position, finaalcperformance, and cash flows. The disclosureireauents apply to all derivative instruments
within the scope of ASC 815. The standard alsoiappb non-derivative hedging instruments and @dlged items designated and qualifying
under ASC 815. Other than the required disclos(s®s note 10), the adoption of ASC 815 did not lzameaterial impact on our financial
statements.
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ASC 350-30 (formerly SFAS No. 142-3)

In April 2008, the FASB issued ASC 350-3Bpodwill and Other Intangible Assets.” (formerhlABEB Staff Position (FSP) No. 142-3,
“Determination of the Useful Life of Intangible Asts”), which amends the factors that must be censitlin developing renewal or extension
assumptions used to determine the useful life edech to amortize the cost of a recognized intalegdsset. ASC 3580 requires an entity
consider its own assumptions about renewal or sidarof the term of the arrangement, consister itstexpected use of the asset, and is an
attempt to improve consistency between the us#éubf a recognized intangible asset under ASC 38@nd the period of expected cash
flows used to measure the fair value of the ass#euASC 805-10-65-1, “Business Combinations.” @leption of ASC 350-30 did not have
a material impact on our financial statements.

Results of Operations

Changes in pricing and demand for chemicals

The overall demand for chemical products, espsctimmodity chemicals, is highly dependent on gaineconomic conditions. In the past
quarter, the price of crude oil slightly increasetijch led to a moderate price increase in commyadiemicals. The demand for chemicals is
also showing a moderate increase. The G-7's ecangroivth indicators reveal an ease in the receshi@too early to state that it is the end
of the slow down, as private consumption is slilixs

Nine months ended September 30, 2009 comparecéonmdnths ended September 30, 2

The Company recorded a consolidated net loss aD$thélion for the nine months ended September2B09, compared to a net loss of $4
million for the corresponding period in 2008. Thed in 2009 is primarily attributable to the inttrexpenses resulting from the issuance of
debentures and loans for the financing of Gadatislpase which was partially offset by translatiamngwhile the loss in 2008 was primarily
attributable to interest expenses and translaties. |

In the nine months ended September 30, 2009 ar@l, 208 Company included the following certain daft&adot (in millions of dollars):

September 30, 2009  September 30, 2008

Chemical incom $ 287.. % 419.¢
Chemical expens $ 2657 $ 383.:
Other expense (mainly general and administra $ 12.¢ $ 16.€
Interest expens $ 53 $ 7.€

In the nine months ended September 30, 2009, thgp@oy recorded $4.8 million of marketing expenses@npared to a $8.2 million
marketing expense in the corresponding period 082These expenses are attributable to Gadot angased mainly of salary and
commission expenses. The decrease is primarilyethdt of a restructuring plan that took place ati@.

In the nine months ended September 30, 2009, thgp@oy recorded a $24.6 million of general, admiatste and other expense, as
compared to $27.3 million in the corresponding @ein 2008. The decrease is primarily the result ofstructuring plan that took place at
Gadot.

In the nine months ended September 30, 2009, thgp@oy recorded a $0.8 million of noncontrollingeirgsts share in losses of subsidiaries,
net, as compared to $9.6 million share in lossékercorresponding period in 2008. These lossemarely attributable to translation losse:
the notes issued to the partners in Merhav Ampaldn LP, an Israeli limited partnership (the “Id#enture”), resulting from the valuation
of the New Israeli Shekel compared to the U.S. @oll

In the nine months ended September 30, 2009, thgp@oy recorded a $25.7 million interest expensepawpared to a $33.3 million interest
expense for the corresponding period in 2008. Tterést expense relates to the notes payable lecBompany received to finance the
purchase of Gadot, issuance of the Company’s detemtthe Company’s notes payable and the intexpginse of the SWAP agreements.
The decrease is mainly attributable to the changled LIBOR interest rate.
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In the nine months ended September 30, 2009, thgp&@oy recorded a $3.1 million translation gaincaspared to a $19.5 million
translation loss for the corresponding period i&0The increase in translation gain is relatea ¢hange in the valuation of the New Israeli
Shekel as compared to the U.S. Dollar, decreagelés in the nine months ended September 30, 2608&rapared to a decrease of 11.1%
the corresponding period in 2008.

The Company recorded a net loss of $1.2 millioRduity in losses of affiliates for the nine mon#rmled September 30, 2009, compared to a
net gain in Equity in earnings of affiliates of $Iillion for the corresponding period in 2008.

Results of operations analyzed by segments formimeths ended September 30:

2009 2008

(U.S. Dallarsin thousands)

Revenues

Chemicals $ 287,43 $ 419,62(
Finance 6,562 5,85(
Leisure-time 2,08¢ 2,30¢

$ 296,08: $ 427,77¢

The Chemicals income relates solely to Gadot argldeaived from the following activities: sales ofvale range of liquid chemicals,
providing maritime shipping services of chemicafsships and providing other services which incliagstics and storage services for
chemicals.

In the nine months ended September 30, 2009, thgp@oy recorded $296.1 million in revenue which wasprised of $287.4 million in the
Chemicals segment, $6.6 million in the Finance sagrand $2.1 million in the Leisure-time segmeatcampared to $427.8 million for the
same period in 2008, which was comprised of $4t8lkon in the Chemicals segment, $5.9 million retFinance segment and $2.3 million
in the Leisure-time segment. The decrease in Clasiievenues is primarily attributable to the slowd in the markets, especially in
Europe, which lead the decrease in sold quanttigisproduct prices, and also due to the signifidastease in the demand for chemical
carrier shipping. The recession and the resultigigificant decrease in the demand for chemicalieaships were felt during the nine months
of 2009. The decrease in demand for chemical shiplgiad to a steep decline in freight rates. Intamd the decline in shipped quantities
generates an uneven shipment of chemicals, whichriiain voyages, results in almost no cargo belmgped on the return leg of a voyage.

2009 2008

(U.S. Dallarsin thousands)

Expenses

Chemicals $ 283,32. % 420,36¢

Finance 32,40¢ 54,44

Leisure-time 1,99¢ 2,36¢
317,72t 477,18t

Equity in losses of affiliate 1,20: 1,20¢

Total $ 318,92¢ $ 478,39«

In the nine months ended September 30, 2009, thgp@oy recorded $318.9 million in expenses which egasprised of $283.3 million of
expenses in the Chemicals segment, $32.4 milliexpénses in the Finance segment, $2.0 milliorxpéeses in the Leisure-time segment
and a $1.2 million loss in Equity in earnings dileftes, as compared to $478.4 million in experfseshe same period in 2008 which was
comprised of $420.4 million in the Chemicals segm#54.4 million in the Finance segment, $2.4 millin the Leisure-time segment and a
$1.2 million loss in Equity in earnings of affiled. The decrease in expenses in the Finance segnmeimharily attributable to the $3.7

million translation gain, which was recorded du¢hte devaluation of the Company’s debt denominatédew Israeli Shekel as compared to
the U.S Dollar, as compared to $19.5 million tratish loss in 2008, and was partially offset by itierease in interest expense related to the
notes payable which the Company received to findmegurchase of Gadot and issuance of the Comgaeyentures. The chemical
commodity pricing is a derivative of the crude mriicing. During 2008 the price of crude oil incredssignificantly and caused an increase in
the chemical commaodity prices as well. Since Septr@008, the crude oil’s price decreased anddeddecrease in chemical commodity
prices in 2009
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Three months ended September 30, 2009 comparace® months ended September 30, 2008

The Company recorded a consolidated net loss afi$h8lion for the three months ended Septembe2809 compared to a net loss of $1
million for the corresponding period in 2008. Tled in 2009 and 2008 is primarily attributabletie translation loss and interest expenses
resulting from the issuance of the debentures aauds! for the financing of Gadot’s purchase.

In the three months ended September 30, 2008 a0l # Company included the following certain dat&adot (in millions of dollars):

September 30, 2009  September 30, 2008

Chemical incomt $ 101.1  $ 142.¢
Chemical expens $ 93¢ $ 126.¢
Other expense (mainly general and administra $ 42 % 5.8
Interest expens $ 1€ $ 3.7

In the three months ended September 30, 2009, dhegpény recorded $1.5 million of marketing expemsecompared to a $2.1 million
marketing expense in the corresponding period 082These expenses are attributable to Gadot angased mainly of salary and
commission expenses. The decrease is primarilyehdt of a restructuring plan that took place ad@t.

In the three months ended September 30, 2009, dhgény recorded $8.5 million of general, admintsteaand other expenses, as compared
to $9.0 million in the corresponding period in 2008

In the three months ended September 30, 2009, dhepény recorded $4.0 million of noncontrolling i@sts share in loss of subsidiaries,
as compared to $3.3 million share in loss in theesponding period in 2008. These losses are mattiyputable to translation gains in the
notes issued to the partners in the Joint Ventereilting from the valuation of the New Israeli &lecompared to the U.S. Dollar.

In the three months ended September 30, 2009, dhepény recorded a $12.3 million interest expensepapared to a $18.3 million interest
expense for the corresponding period in 2008. d@higease is a result of a lower increase in tleelis€onsumer Price Index (which the
Company’s debentures are linked to) in the threathwand September 30, 2009 as compared to treasein the Israeli Consumer Price
Index in the three months ended September 30, 2008.

In the three months ended September 30, 2009, dhepény recorded a $8.2 million translation loss;@spared to a $5.9 million translation
gain for the corresponding period in 2008. Thedftation loss is related to a change in the valnadithe New Israeli Shekel as compared to
the U.S. Dollar.

The Company recorded a $0.9 million net loss inifgquo losses of affiliates for the three monthsled September 30, 2009, compared to a
net loss of $1.8 million for the corresponding pdrin 2008.
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Results of operations analyzed by segments foethmenths ended September 30:

2009 2008

(U.S. Dallarsin thousands)

Revenues

Chemicals $ 101,14: $ 142,59
Finance 1,02¢ 2,31(C
Leisure-time 77€ 817
Total $ 102,94! $ 145,72

The Chemicals income relates solely to Gadot amgelefrom the following activities: sales of a widange of liquid chemicals, providing
maritime shipping services of chemicals by shipd groviding other services which include logistiocxl storage services for chemicals.

In the three months ended September 30, 2009, dhegény recorded $102.9 million in revenue which s@mprised of $101.1 million
revenue in the Chemicals segment, $1.0 million gathe Finance segment and $0.8 million revenuberLeisure-time segment, as
compared to $145.7 million for the same periodd0& which was comprised of $142.6 million in thiee@icals segment, $2.3 million in the
Finance segment and $0.8 million in the Leisurestsagment. The decrease in Chemicals revenuesnariby attributable to the slowdown

in the markets, especially in Europe, which leaddhcrease in sold quantities and product pricésiaa to significant decrease in the den
for chemical carrier shipping. The third quarterereues slightly increased comparing to the first tuarters of 2009 but the recession is still
felt during the third quarter of 2009. The chemilaipping demand is still slow and generates awemshipment of chemicals, which in
certain voyages, results in almost no cargo behigpgd on the return leg of voyage.

The decrease in the Finance segment revenue ianisirelated to the revenues from the SWAP agredsie

2009 2008

(U.S. Dallarsin thousands)

Expenses

Chemicals $ 9752: $ 140,51¢

Finance 27,11¢ 11,55(

Leisure-time 95¢ 862
125,60: 152,93:

Equity in losses of affiliate 92¢ 1,787

Total $ 126,52¢ $ 154,71¢

In the three months ended September 30, 2009, dhepény recorded $126.5 million in expenses which eamprised of $97.5 million of
expenses in the Chemicals segment, $27.1 millia@xpénses in the Finance segment, $1.0 milliorxpéeses in the Leisure-time segment
and a net loss of $0.9 million in Equity in lossésffiliates, as compared to $154.7 million in erpes for the same period in 2008 which
comprised of $140.5 million in the Chemicals segm#hl.6 million in the Finance segment, $0.9 millin the Leisure-time segment and a
net loss of $1.8 million in Equity in losses ofilidites. The chemical commodity pricing is a detive of the crude oil pricing. During 2008
the price of crude oil increased significantly aadised an increase in the chemical commodity pesesell. Since September 2008, the ¢
oil's price decreased and led to a decrease in idla¢commodity prices in 2009.

Income taxes

In the nine month period ended September 30, 20@9Company reported a tax benefit of $3.0 milkencompared to approximately $0.7
million of tax benefit in the corresponding period2008. The tax benefit which was recorded pestaiainly to losses of the Company and
affiliates for which we created a deferred tax aisse
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Liquidity and Capital Resources
Cash Flows

On September 30, 2009, cash, cash equivalents aricetable securities were $110.1 million, as comgavith $121.6 million at December
31, 2008. The decrease is mainly attributable éar¢ipurchase of the Company’s debentures.

As of September 30, 2009, the Company had $30l®mif marketable securities as compared to $5818n as of December 31, 2008.
The decrease is attributable to the sale of mabletecurities.

The Company may also receive cash from operatindsravesting activities and amounts available urtdedit facilities, as described below.
The Company believes that these sources are surffito fund the current requirements of operatioapijtal expenditures, investing activities
and other financial commitments of the Companytliernext 12 months. However, to the extent thatiegancies and payment obligations
described below and in other parts of this repegire the Company to make unanticipated paym#sCompany would need to further
utilize these sources of cash. The Company may teeéchw upon its other sources of cash, which melypde additional borrowing,
refinancing of its existing indebtedness or liqtiidg other assets, the value of which may alsoidecl

In addition, Ampal’s interest in Gadot has beerdglt and cash equivalents equal to $2.0 milliondeas allocated as a compensating
balance for various loans provided to the Company.

Cash flows from operating activities

Net cash provided by operating activities totalppgraximately $19.1 million for the nine months edd&eptember 30, 2009, comparet
approximately $8.1 million used in operating adtes for the corresponding period in 2008. Theeaase in cash provided by operating
activities is primarily attributable to the incresis accounts payable and decrease in accounigableand inventories as compared to the
corresponding period in 2008.

Cash flows from investing activities

Net cash used in investing activities totaled apipnately $7.9 million for the nine months ended teefber 30, 2009, compared
approximately $169.0 million used in investing wities for the corresponding period in 2008. Tharae in cash used in investing activities
is primarily attributable to proceeds from the safl@vailable-for-sale securities in 2009 which evpartially offset by increase in capital
improvements in 2009, and deposits granted, investsnrmade in affiliates and available-for-sale abam 2008.

Cash flows from financing activities

Net cash used in financing activities was approxatyeb7.6 million for the nine months ended Septen®0D, 2009, compared

approximately $228.4 million of net cash providedfinancing activities for the corresponding perind®008. The change in cash used in
financing activities is primarily attributable the repurchase of Company’s debentures in 2009t tissuance of the Company’s Series B
debentures in the amount of $ 166.9 million in 2008

Investments

In the nine months ended September 30, 2009, thg@oy made additional investments in the amount%f.2 million loan to Bay Heart
Ltd. (“Bay Heart”).

Debt

Notes issued to institutional investors in Isrded, convertible note issued to Merhav M.N.F L“Merhav”) and other loans payable pursuant
to bank borrowings are either in U.S. Dollars, &dko the Consumer Price Index in Israel or innkdd New Israeli Shekels, with interest
rates varying depending upon their linkage provisiad mature between 2009-2019.

The Company finances its general operations argt éithancial commitments through bank loans fronmiBBlapoalim, Union Bank of Israel
Ltd. (“UBI") and Israel Discount Bank Ltd. (“IDB")As of September 30, 2009, the outstanding indelgesiunder these bank loans totaled
$368.8 million, and the loans mature through 20092

On April 29, 2008, Ampal completed a public offeyim Israel of NIS 577.8 million (approximately 3.8 million) aggregate principal
amount of its Series B debentures, due in 2016.dEhentures are linked to the Israeli consumeepridex and carry an annual interest rate
of 6.6%. The debentures rank pari passu with Anspat'secured indebtedness. The debentures willpgaédran five equal annual installments
commencing on January 31, 2012, and the interdishapaid semi-annually. As of September 30, 2008 outstanding debt under the
debentures amounts to $143.5 million, due to tlagh in valuation of the New Israeli Shekel as carag to the U.S. dollar and to the
repurchase plan. Ampal deposited an amount of $#ll&n with Clal Finance Trusties 2007 Ltd. incacdance with a trust agreement dated
April 6, 2008, to secure the first four years wasffpayments of interest on the debentures. Aspt&nber 30, 2009, the outstanding am



of the deposit was $25.5 million. The debt offerimgs made solely to certain non-U.S. institutianaéstors in accordance with Regulation S
under the U.S. Securities Act of 1933, as amentled.notes have not been and will not be registenelr the U.S. securities laws, or any
state securities laws, and may not be offered loriadhe United States or to United States persatisout registration unless an exemption

from such registration is available.
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Ampal funded the Gadot transaction with a combaratf available cash and the proceeds of the cadlitty, dated November 29, 2007 (the
“Credit Facility”), between Merhav Ampal Energy LtdMAE") and IDB, for approximately $60.7 millionywhich amount was increased, on
the same terms and conditions, on June 3, 2009fmpzrimately $11.3 million in order to fund the sad stage of the transaction and on
September 23, 2008 by approximately $15.4 millioorder to fund the third stage of the transacfidre Credit Facility is divided into two
equal loans of approximately $43.7 million. Thefiloan is a revolving loan that has no principahpents and may be repaid in full or in |
on December 31 of each year until 2019, when desingjloon payment will become due. The second &sa matures in 2019, has no
principal payments for the first one and a halfrgeand shall thereafter be paid in equal instailiever the remaining ten years of the term.
Interest on both loans accrues at a floating ratmieto LIBOR plus 2% and is payable on a curresidh Ampal has guaranteed all the
obligations of MAE under the Credit Facility and paf’s interest in Gadot has also been pledged B dB a security for the Credit Facility.
Yosef Maiman has agreed with IDB to maintain owsh@y of a certain amount of the Company’s Classofn@on Stock. The Credit Facility
contains customary affirmative and negative coventor credit facilities of this type.

As of September 30, 2009, the Company has a $6lidmmban with UBI that bears interest at the rafd.IBOR plus 2% to be repaid in six
annual installments commencing on April 2, 2008 wadous other loans with UBI in the aggregate anta@d $5.8 million bearing interest at
rates between 4.6% and 4.8% to be repaid durin§.200

As of September 30, 2009, the Company has a $18iomioan with Bank Hapoalim as part of a $27 lioih dollar loan facility. The funds
borrowed under the loan facility are due in ninawal installments commencing on December 31, 2@@/Mbaar interest at an annual rate of
LIBOR plus 2%. The related loan agreement contfascial and other covenants including an accétaaf payment upon the occurrence
of certain changes in the ownership of the Comma@yass A Stock. As of September 30, 2009, the Gowms in compliance with its debt
covenants.

As of September 30, 2009, the Company has a $9iflibmioan from institutional investors who own &0of Merhav Ampal Energy
Holdings, LP. The loan is not linked to the Consufgce Index in Israel, bears no interest an@jmyable upon agreement by both parties.

The Company has a short term loan from Bank Hapoalithe aggregate amount of $3.5 million bearintgriest at an annual rate of LIBOR
plus 2.6%, to be repaid by December 31, 2009 aresg@ving short term loan in the amount of $3.0limnl bearing interest of 3.8%.

On November 20, 2006, the Company entered intasa digreement with Hermetic Trust (1975) Ltd. pargio which the Company issued
Series A debentures to institutional investorssia¢l in the principal aggregate amount of NIS 26i0on (approximately $58 million) with

an interest rate of 5.75%, which is linked to thaéli consumer price index. The notes shall rarkgassu with our unsecured indebtedness.
The notes will be repaid in five equal annual iistants commencing on November 20, 2011, and ttezast will be paid semi-annually. As
of September 30, 2009, the outstanding debt udendtes amounts to $67.9 million, due to the changaluation of the New Israeli Shekel
as compared to the U.S. dollar. The Company degzbsit amount of $10.2 million with Hermetic Trus875) Ltd. to secure the first three
years worth of payments of interest on the debestuks of September 30, 2009, the outstanding atrafuhe deposit was $2.0 millio

Midroog Ltd. (an affiliate of Moody's Investors S@re) currently rates Ampal’s Series A and Serid3dbentures as A3 on its “Watchlist”.

Other long term borrowings in the amount of $0.1liam are linked to the Consumer Price Index iraédr mature between 2009 and 2010 and
bear annual interest of 5.7%.

As of September 30, 2009, Gadot had $0.1 millioistanding under its convertible debentures. Gadigbentures were listed on the TAS
December 2003, are linked to the Consumer Pricexim Israel, bear annual interest at the rate 566 and are repayable at December 5,
2009. The debentures are convertible into ordishares of Gadot, each incremental amount of NIS & ®utstanding debentures (linked to
the Consumer Price Index in Israel) convertible iome ordinary share of Gadot, par value NIS Qljest to adjustments.

As of September 30, 2009, Gadot had $4.4 millioistanding under its other debentures. These detesndue not convertible into shares and
are repayable in five equal annual installmentSeptember 15 of each of the years 2008 through. Zl#2outstanding balance of the
principal of the debentures bears annual intetastearate of 5.3%. The principal and interesthef debentures are linked to the Consumer
Price Index in Israel and the interest is payableeimi-annual installments on March 15 and Septetibef each of the years 2006 through
2012.
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As of September 30, 2009, Gadot had short terrslpagable in the amount of $63 million and longrtévans payable in the amount of
$78.2 million. The various short term loans payabke either unlinked or linked to the USD and betarest at rates between 2.5% to 4.5%.
The various long term loans payable are eithenkati or linked to the Consumer Price Index in lsoadinked to the USD and bear interest
at rates between 2.0% to 9.0%.

The weighted average interest rates and the baai¢hese short-term borrowings at September @09 2nd December 31, 2008 were 2.9%
on $152.0 million and 5.1% on $157.2 million, respeely.

As of September 30, 2009, the Company had issuadhgtees on certain outstanding loans to its iressand subsidiaries in the aggregate
principal amount of $35.9 million. These include:

1. A $8.6 million guarantee on indebtedness incllne Bay Heart in connection with the developmérgroperty. Bay Heart recorded
losses in 2009. There can be no guarantee thaHBast will become profitable or that it will gen&aufficient cash to repay its
outstanding indebtedness without relying on the @amy's guarantee

2. A $27.3 million guarantee of outstanding indebtesgnef Gadot
Off-Balance Sheet Arrangements
Other than the foreign currency contracts specliieldw, the Company has no off-balance sheet aerapgts.

FOREIGN CURRENCY CONTRACTS

The Company’s derivative financial instruments ésinsf foreign currency forward exchange contraatpurchase or sell U.S. dollars. These
contracts are utilized by the Company, from timértte, to manage risk exposure to movements irigarexchange rates. None of these
contracts have been designated as hedging insttanfdrese contracts are recognized as assetdititiba on the balance sheet at their fair
value, which is the estimated amount at which #tayld be settled, based on market prices or dgalaes, where available, or based on
pricing models. Changes in fair value are recogh@marently in earnings.

As of September 30, 2009, the Company had opeigforairrency forward exchange contracts to purclhSe Dollars and sell Euros in the
amount of $4.9 million and contracts to purchasg.Dollars and sell New Israeli Shekels in the amtad $8.0 million.

FORWARD LOOKING STATEMENTS

This Quarterly Report (including but not limitedfectors discussed above, in the “Management’su3sion and Analysis of Financial
Condition and Results of Operations,” as well as¢hdiscussed elsewhere in this Quarterly Repofoom 10-Q) includes forward-looking
statements (within the meaning of Section 27A ef$ecurities Act of 1993 and Section 21E of theuStes Exchange Act of 1934) and
information relating to the Company that are basethe beliefs of management of the Company asagefissumptions made by and
information currently available to the managemdrthe Company. When used in this Quarterly Regbe,words “anticipate,” “believe,”
“estimate,” “expect,”™intend,” “plan,” and similagxpressions, as they relate to the Company or Hregement of the Company, identify
forward-looking statements. Such statements reflecturrent views of the Company with respecutare events or future financial
performance of the Company, the outcome of whicdulgect to certain risks and other factors whichld cause actual results to differ
materially from those anticipated by the forwardiing statements, including among others, the emimand political conditions in Israel
and the Middle East and the global business andosmsi conditions in the different sectors and merkehere the Company’s portfolio
companies operate.

Should any of those risks or uncertainties mategabr should underlying assumptions prove inairr@ctual results or outcomes may vary
from those described herein as anticipated, balieestimated, expected, intended or planned. Tiglseand uncertainties may include, but
are not limited to, those described in this reparRart I, Item 1A. Risk Factors and elsewhereun Annual Report on Form 10-K for the
year ended December 31, 2008, and those descrifmedifme to time in our future reports filed withet Securities and Exchan
Commission. The Company assumes no obligation datepor revise any forward-looking statements.

25




ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

MARKET RISKS AND SENSITIVITY ANALYSIS

The Company is exposed to various market riskdidtieg changes in interest rates, foreign curremayhange rates, index rates and equity
price changes. The following analysis present$iipothetical loss in earnings, cash flows andvfalues of the financial instruments which
were held by the Company at September 30, 2009aansdensitive to the above market risks.

During the nine months ended September 30, 208 thave been no material changes in the markegxgosures facing the Company as
compared to those the Company faced in the fiseal gnded December 31, 2008.

Interest Rate Risks

On May 15, 2008, the Company entered into a swageagent with respect to its Series B debenturgbeiprincipal amount of $134.3
million, due 2016. As a result of this agreemeet@ompany is currently paying an effective interagt of LIBOR plus 5.12% on
$43.9 million of these debentures, as compareldmtiginal 6.6% fixed rate which is linked to tiseaeli consumer price index.

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. Asesult of this agreement the Company is currentjyrgga fixed interest rate of 2.95% as
compared to LIBOR in the original loan agreement.

As of September 30, 2009, the value of the currem@ps contracts resulted in a $2.1 million in otheréssind a $5.5 million in interest €
translation expenses.

As of September 30, 2009, the Company had finaasisets totaling $107.6 million and financial llaigis totaling $603.0 million. For fixed
rate financial instruments, interest rate chandfestthe fair market value but do not impact eagsi or cash flows. Conversely, for variable
rate financial instruments, interest rate changegemally do not affect the fair market value butmdpact future earnings and cash flows,
assuming other factors are held constant.

As of September 30, 2009, the Company did not fized rate financial assets and had variable riantial assets of $107.6 million. A ten
percent decrease in interest rates would not isertiee unrealized fair value of the fixed rate &sse

As of September 30, 2009, the Company had fixezldabt of $328.5 million and variable rate deb$274.5 million. A ten percent decrease
in interest rates would increase the unrealizedvdue of the financial debts in the form of tlretl rate debt by approximately $5.0 million.

The net decrease in earnings and cash flows fandkeyear resulting from a ten percent interets irrcrease would be approximately $0.9
million, holding other variables constant.

Foreign Currency Exchange Rate Sensitivity Analysis

The Company’s exchange rate exposure on its fiahimstruments results from its investments andoomgoperations. As of September 30,
2009, the Company had open foreign currency foneahange contracts to purchase U.S. Dollars dh8ww®s in the amount of $4.9

million and contracts to purchase U.S. Dollars s@ldNew Israeli Shekel in the amount of $8.0 milli Holding other variables constant, if
there were a ten percent devaluation of each dfotteégn currencies, the Company’s cumulative tiaien loss reflected in the Company’s
accumulated other comprehensive loss would incriea3.3 million, and regarding the statementsp#rations, a ten percent increase in the
U.S. Dollar exchange rate would result in a netaase in losses and cash flows of $22.9 milliod, @ten percent increase in the Euro
exchange rate would result in a net increase seland cash flows of $0.2 million.

On May 15, 2008, the Company entered into a swageagent with respect to its Series B debenturasgmprincipal amount of $134.3
million, due 2016. As a result of these agreemt@sCompany is currently paying an effective insérate of LIBOR plus 5.12% on

$43.9 million of these notes, as compared to tigral 6.6% fixed rate which is linked to the Isiamnsumer price index. As of September
30, 2009, the value of the currency swap resutied$1.5 million in other assets and a $4.9 milliotranslation expense.

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. Aseault of this agreement the Company is currentiyraa fixed interest rate of 2.95% as
compared to a LIBOR in the original loan agreem@stof September 30, 2009, the value of the cugrema@p resulted in a $0.6 million in
other assets and a corresponding increase in sthtexpense.
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Equity Price Risk

The Company’s investments at September 30, 2009ded trading marketable securities which are medmat a fair value of $2.2 million,
including a net unrealized loss of $0.2 milliond&27.8 million of trading securities that are slfied as available for sale, including a net
unrealized loss of $0.9 million. Those securitiagéhexposure to equity price risk. The estimateadrgial loss in fair value resulting from a
hypothetical ten percent decrease in prices qumestock exchanges is approximately $3.0 millidmef® would be no impact on cash flow
resulting from a hypothetical ten percent decréageices quoted on stock exchanges.

ITEM 4. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

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

Internal Control Over Financial Reporting

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

Item 1. Legal Proceeding:

None.

Item 1A. RISK FACTORS

In addition to the other information set forth imistreport, you should carefully consider the feztiscussed in Part |, “Item 1A. Risk
Factors” in our Annual Report on Form 10-K for fesar ended December 31, 2008, which could matg@dieéct our business,
financial condition or future results. The risksdebed in our Annual Report on Form KGare not the only risks facing our Compa
Additional risks and uncertainties not currentlylum to us or that we currently deem to be immaltat& may materially adversely
affect our business, financial condition and/orragiag results

Item 2. Unregistered Sales of Equity Securities and Udero€eeds

None.
Item 3. Defaults upon Senior Securiti

None.
Item 4. Submission of Matters to a Vote of Security Hold

None.
Item 5. Other Information

None.
Item 6. Exhibits.

€) Exhibits:

11.1 Schedule Setting Forth Computation of Earnings3tere of Class A Stoc
31.1 Certification of Yosef A. Maiman pursuant to Sent802 of the Sarban-Oxley Act of 2002
31.2 Certification of Irit Eluz pursuant to Section 36Rthe Sarban«-Oxley Act of 2002
32.1 Certification of Yosef A. Maiman and Irit Elpmrsuant to 18 U.S.C. Section 1350, as adopteslipat 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 &xgé Act of 1934, the registrant has duly causisdréport 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: November 9, 2009
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11.1 Schedule Setting Forth Computation of Earnings3terre of Class A Stoc
31.1 Certification of Yosef A. Maiman pursuant to Senti802 of the Sarban-Oxley Act of 2002
31.2 Certification of Irit Eluz pursuant to Section 36Rthe Sarban«-Oxley Act of 2002
32.1 Certification of Yosef A. Maiman and Irit Elpzrsuant to 18 U.S.C. Section 1350, as adopteslipat 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 (L@$PER SHARE OF CLASS A STOCK

NINE MONTHS ENDED SEPTEMBER 30, 2009 2008

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

BASIC AND DILUTED EPS
Net loss as reporte
Loss per Class A Sha
Weighted average number of shares us:
calculation (in thousand

$  (1904) $  (40,28)
$ 034 $ (0.70

56,151 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 notatominy untrue statement of a material fact or don#ttate a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

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 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e&15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proesgdor caused such disclosure controls and proesdarte designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared

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

C) Evaluated the effectiveness of the registeagiitsclosure controls and procedures and presentbis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

d) Disclosed in this report any change in thastegnt's internal control over financial reportititgat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

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

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

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

/sl Yosef A. Maiman

Date November 9, 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 notatominy untrue statement of a material fact or don#ttate a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this repo

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

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 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e&15(f) and 15-15(f)) for the registrant and hay

a) Designed such disclosure controls and proesgdor caused such disclosure controls and proesdarte designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingmared

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

C) Evaluated the effectiveness of the registeagiitsclosure controls and procedures and presentbis report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coueyéhis report based on su
evaluation; ant

d) Disclosed in this report any change in thastegnt's internal control over financial reportititgat occurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an aimeport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

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

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

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

/sl Irit Eluz

Date: November 9, 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-Aritan Israel Corporation (the “Company”) on For@aQ for the period ending
September 30, 2009, as filed with the SecuritiesExchange Commission on the date hereof (the “R§peach of the undersigned
executive officers of the Company certifies, to biest of such executive officer's knowledge, purdua Rule 13a-14(b) under the Securities
Exchange Act of 1934 and 18 U.S.C. Section 135@dapted pursuant to Section 906 of the Sarbanésy@xt of 2002, that:

(1)  The Report fully complies with the requirerteeaf Section 13(a) or 15(d) of the Securities Exaje Act of 1934, as amended;
and

(2)  The information contained in the Report fapresents, in all material respects, the finanmaldition 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

November 9, 200 November 9, 200

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




