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ITEM 1. FINANCIAL STATEMENTS
AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

December
March 31, 31,

ASSETS AS OF 2010 2009
(U.S. Dollars in thousands' (Unaudited) (Audited)
Current assel:
Cash and cash equivalel $ 28,01¢ 71,37:
Marketable securitie 17,89¢ 29,34t
Accounts receivable (Net of allowance for doub#mounts of $2.6 and $1. 184,40! 99,65¢
Deposits, notes and loans receive 10,27: 10,10z
Inventories 25,50¢ 28,55¢
Other assets 19,51 20,13¢

Total current assets 285,60¢ 259,17(
Non-current asset:
Investment: 372,20! 371,30¢
Fixed assets, less accumulated depreciation oB$3Gnd $21,03 197,16: 148,73t
Deposits, notes and loans receive 37,93 35,15¢
Deferred income taxe 33,61¢ 30,907
Other asset 12,62 13,07:
Goodwill 116,70: 51,87¢
Intangible assets 205,71( 10,37

Total Non-current assets 975,95: 661,43(
TOTAL ASSETS $ 1,261,56 920,60(

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




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

December
March 31, 31,
LIABILITIES AND EQUITY AS OF 2010 2009
(U.S. Dollars in thousands, except share amounts) (Unaudited) (Audited)
LIABILITIES
Current liabilities:
Notes and loans payable and current matui $ 207,59° $ 170,92.
Accounts payable, accrued expenses and others 154,76. 76,29:
Total current liabilities 362,35¢ 247,21
Long term liabilities:
Notes and loans payat 358,62t 126,90!
Notes to partner 98,71 97,09
Debenture: 216,75¢ 215,32¢
Deferred income taxe 3,09t 2,93:
Other long term liabilities 8,86¢€ 9,137
Total long term liabilities 686,05¢ 451,39:
Total liabilities 1,048,41. 698,60!
EQUITY
Ampal's shareholders' equ:
Class A Stock $1 par value; authorized 100,000d0@0100,000,000 shares; issued 63,277,321
and 63,277,321 shares; outstanding 56,133,764 &i83%,764 share 63,27 63,27
Additional paic-in capital 192,20¢ 191,98«
Retained earning 1,45¢ 10,26(
Accumulated other comprehensive i (23,380) (14,689
Treasury stock, at cost (28,767) (28,767)
Total Ampal shareholders’ equity 214,79! 222,07(
Noncontrolling interes (1,659) (75)
Total equity 213,14: 221,99!
TOTAL LIABILITIES AND EQUITY $ 1,261,561 $ 920,60(

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




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

THREE MONTHS ENDED MARCH 31, 2010 2009
(U.S. Dollars in thousands, except per share amousjt (Unaudited) (Unaudited)
REVENUES:
Chemical incomt $ 114,39 $ 94,67
Communication incom 52,097 -
Equity in earnings (losses) of affiliat 17 (44)
Realized gains on investmel 104 -
Gain (Loss) from sale of fixed ass 2 (24)
Realized and unrealized gains (losses) on marle=taauritie: 79 (25%)
Translation gair - 26,59
Interest incom 23¢ 664
Leisure-time income 661 695
Gain from redemption of debt, gain from changevimership interest in a subsidiary and other income 577 2,93t
Total revenue 168,16 125,23:
EXPENSES:
Chemical expens- cost of goods sol 106,50¢ 86,77:
Communication expens cost of goods sol 36,35: -
Interest expens 9,04( 7,274
Translation los: 3,41¢ -
Marketing and sales exper 10,83¢ 1,617
General, administrative and other 12,58 7,61¢
Total expenses 178,73! 103,28:

Gain (loss) before income tax (10,56¢) 21,95!
Provision for income taxes (232) 41¢€
Net income (loss (10,33¢) 21,53:
Less: Net income (loss) attributable to noncontrglinterests (1,537) 9,03¢
Net income (loss) from continuing operatic (8,805) 12,49«
Basic and diluted EPS:

Earnings (loss) per share $ (0.1¢) $ 0.22

Shares used in EPS calculation (in thousands) 56,134 56,15
Diluted EPS:

Earnings (loss) per share $ (0.1¢) $ 0.22

Shares used in EPS calculation (in thousands) 56,13 56,60

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




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

THREE MONTHS ENDED MARCH 31, 2010 2009
(U.S. Dollars in thousands (Unaudited)  (Unaudited)
Cash flows from operating activitie
Net income (loss) for the peric $ (10,33¢) $ 21,53:
Adjustments to reconcile net loss for the periode¢bcash provided by (used in) operating actisi
Equity in losses (earnings) of affiliat a7 44
Realized and unrealized loss (gain) on investmeret: (189 25E
Depreciation and amortization expel 12,63¢ 3,07:
Loss (gain) from sale of fixed ass: 2 24
Non cash stock based compensa 222 18€
Translation (gain) los 3,41¢ (26,597
Decrease (increase) in other as: (1,749 (145)
Decrease in inventorie 2,60¢ 8,391
Decrease (increase) in accounts receiv (13,56¢) 17,66
Increase (decrease) in accounts payable, accrpethges and oth 8,74( (5,269)
Dividends received from affiliates - 572
Net cash provided by operating activit 1,771 19,73¢
Cash flows from investing activitie
Deposits, notes and loans receivable colle 5,35¢ 5,407
Deposits, notes and loans receivable gra (5,339 -
Purchase and improvements of fixed as (3,147 (9,059
Investments made in affiliates and oth (1,029 (602)
Investments made in available for sale sh (1,769 (7,107
Proceeds from sale of available for sale sh 13,75¢ 12,30
Payment for rights of use of communication lined ather (2,947 -
Acquisition of the business of 0. (319,109 -
Proceeds from sale of fixed assets 21C 262
Net cash provided by (used in) investing activi (314,009 1,22(

() Assets and liabilities purchased in 012 Smile —¢ee 8

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




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

THREE MONTHS ENDED MARCH 31, 2010 2009

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

Cash flows from financing activitie
Proceeds from notes issued and loans rect $ 271,82t $ 9,68(
Notes and loans payable rep (3,58)) (19,925
Debentures repaid and shares repurchased - (5,995
Net cash (used in) provided by financing activities 268,24! (16,240
Effect of exchange rate changes on cash and casiaénts 62€ (26€)
Net increase (decrease) in cash and cash equis (43,36) 4,451
Cash and cash equivalents at beginning of period 71,37 68,68
Cash and cash equivalents at end of period $ 28,01t $ 73,13:

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




AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQLY

(U.S. Dollars in thousands)

Unaudited

Equity attributable to Ampal American Israel Corpor ation
shareholders

Class A stock

Accumulated

Number Additional other Non-
of paid in  Retainec comprehensive Treasury controlling  Total

shares* Amount capital earnings income (loss)  stock interests equity
BALANCE AT JANUARY 1, 2010 63,277 63,27 191,98: 10,26( (14,689 (28,769 (75 221,99
CHANGES DURING 2010
Net loss for the perio (8,80%) (1,537 (10,336
Unrealized loss from marketable
securities 54 54
Foreign currency translation
adjustments 1,25¢ 47 1,207
Total comprehensive ot (9,07t
Share based compensation expense 222 222
BALANCE AT March 31, 2010 63,27 63,27" 192,20t 1,45¢ (13,380 _ (28,769 (1,659 _213,14.

*In thousands

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




AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN EQLY

(U.S. Dollars in thousands)

Unaudited

Equity attributable to Ampal American Israel Corpor ation

shareholders

Class A stock

Number
of
shares*

Accumulated

Additional other

Non-

paid in  Retainec comprehensive Treasury controlling  Total

capital earnings income (loss)  stock

interests equity

BALANCE AT JANUARY 1, 2009 63,277
CHANGES DURING 2009

Net income for the peria

Unrealized loss from marketable
securities

Foreign currency translation
adjustments

Total comprehensive incon
Purchase of 292,103 sha

Share based compensation expense

191,26  31,06: (17,876 (28,500
12,49:
(2,359
(8,731)
(26%)
187

86S  240,09!
9,03¢ 21,53:

(2,359

(184 _ (8,919
10,25¢

(269)

187

BALANCE AT March 31, 2009 63,27

191,45( 43,55¢ (28,966 (28,769

9,72° 250,27

*In thousands

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




AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEENTS

(Unaudited)
1. As used in these financial statements, the teeniCompany” refers to Ampal-American Israel Gangtion (“Ampal”) and its
consolidated subsidiarie
2. The accompanying unaudited condensed consolidataddial statements of the Company have been mdparaccordance wi

generally accepted accounting principles (“GAAR®)the United States of America, for interim finaldnformation and with tr
instructions to Form 10-Q and Article 10 of RegigiatS-X. Accordingly, they do not include all of the imfoation and note
required by GAAP for complete financial statemeirsthe opinion of management, all adjustments g@timg of normal recurrir
accruals) considered necessary for a fair presenthtive been included. Operating results for therim period are not necessa
indicative of the results that may be expectedtfar full year. You should read these interim coms@ehconsolidated financ
statements in conjunction with the audited consiéid financial statements in the Annual Report omF10K for the year ende
December 31, 2009, filed with the Securities andHaxge Commissiol

Reference should be made to the Compaghsolidated financial statements for the yededrbecember 31, 2009 for a descrig
of the critical accounting policies. Also, referenshould be made to the notes to the Compgabgcember 31, 2009 consolide
financial statements for additional information aedjng the Companyg’ consolidated financial condition, results of @iens an
cash flows.

3. Recently Adopted and Recently Issued Accountingi®uacement
ASC 810 (formerly SFASNo. 167)

In June 2009, the Financial Accounting Standardar@o("FASB") issued accounting guidance containegthiw ASC 810
“Consolidation,” regarding the consolidation of e interest entities (formerly SFAS No. 167Anfendments to FAS
Interpretation No. 46(R)")Amendments to FASB Interpretation No. 46(R), AS®,8% intended to improve financial reporting
providing additional guidance to companies involweith variable interest entities and by requirirddiional disclosures abou
companys involvement with variable interest entities. Tlimndard is effective for interim and annual pdsidoeginning aft
November 15, 2009. The adoption did not have amahienpact on the Company's financial statements.

4. Cash and cash equivalents

Cash equivalents are sheetm, highly liquid investments (bank accounts badk deposits) that have original maturity datethode
months or less and are readily convertible intdcas

Cash equivalents equal to $2.0 million have belrtaled as a compensating balance for various lpengded to the Company a
would therefore be unavailable if the Company wisteepledge them in order to provide an additiamlrce of cash.

5. Inventories -mainly chemicals and other materials intended & sre valued at the lower of cost or market. @stetermine
based on the moving average ba

6. East Mediterranean Gas Comp:

East Mediterranean Gas Co. S.A.E, an Egyptian gtimtk company ("EMG"), organized in 2000 in aceorce with the Egypti
Special Free Zones system, has been granted thetdgexport natural gas from Egypt to Israel, otlerations in the Ea
Mediterranean basin and to other countries. EMGlinked the Israeli energy market with the Egyptiational gas grid via an E
Mediterranean pipeline with the first gas delivegcurring in May 2008. EMG is the developer, oward operator of the pipeli
and its associated facilities on shore in bothpbiat of departure at El Arish, Egypt and the paifhentry in Ashkelon, Israel. EM
signed the following gas supply contracts witHétseli customers:

« Inlate 2005, a contract was signed with the Isedettric Corporation ("IEC") for 2.1 billion cubimeters ("BCM") annuall
over 1520 years, and was amended on September 17, 200%urtent total contracted gas supply to IEC isaxmately
42 BCM and the total value of the contract is agpnately $6 billion.

« In December 2007, a contract was signed with Dd&adrgy, Ltd. ("Dorad") (an independent power pradycand wa
amended in July 2009. The contract determinesttieturation of the gas supply will be for 17 yeaith an option t
Dorad to extend the term for 5 more years. Thd tmtatracted gas supply is expected to be betw@eémn BCM to 16 BCI
and the total annual amount of income is expedadubtbetween $125 million to $150 millic




« On October 19, 2009, EMG entered into three cotgraith respect to three combined cycle cogenargtiants: Ashda
Energy Ltd.; Ramat Negev Energy Ltd., and Soladr@gné&td. with a total production capacity of 270 déavatts and 2¢
tons of steam per hour. The contracts provide ésrdgliveries over an 18 year contract per

» In November 2009, a contract was signed with H&ifeemicals South Ltd., for gas supply for its indiastuses. The tot
value of the contract will be between $70 millian®100 million, over a contract term of85years. The gas delivery v
start in the second quarter of 20

« In December 2009, a contract was signed with Madthite-Agan for gas supply for its industrial uses oveoatract term ¢
5 years. The gas delivery is scheduled to begihermiddle of 201t

In June 2009, EMG and its upstream supplier in Egypered into an amendment (“Amendmerit)the Gas Sales & Purchi
Agreement (“GSPA"with regard to repricing gas sold to EMG. The Anraedt to the GSPA includes price increases, peripdie
adjustments and new gas delivery targets. Subsd#guEMG entered into negotiations with both of iken contracted clients, It
and Dorad, in order to amend their contracts tecethe provisions contained in the Amendment. Dbead amendment was sig!
in July 2009 and the IEC amendment was signed pteS8der 17, 2009 and received all required appsobwlthe IEC in Februa
2010.

EMG is in the process of negotiating several addél agreements covering much of the anticipatédZM annually earmarked 1
the Israeli market. This project is governed byagreement signed between Israel and Egypt whidgriies EMG as the authori:
exporter of Egyptian gas, secures EMG’s tax exampin Israel and provides for the Egyptian governtizeguarantee for tl
delivery of the gas to the Israeli market.

In May 2008, the Government of Egypt adopted legish that purports to revoke the tax free stafusxesting free zone compan
operating in the iron, cement, steel, petroleuqudfaction and transport of natural gas industiiée. legislation, by its terms, wol
apply to EMG. Ampal understands that the impacdhisf change in law would be to impose a 20% takbiG’s net future income.
is not clear to what extent the legislation will é&xeforced or whether it is valid under Egyptianalegrinciples. The legislation is,
Ampal's understanding, unusual, and it is not clelaether EMG will be successful in its negotiatiarsl therefore what, if ar
impact the legislation will ultimately have on EMG.

On November 29, 2007, Ampal and the Israel Inftestme Fund ("lIF"), leading a group of institutannvestors (“Investors'
purchased a 4.3% interest in EMG, through MerhapAlntEnergy Holdings, LP, an Israeli limited parstép (the “Joint Venturg;
from Merhav (M.N.F) Ltd. ("Merhav") for a purchapeice of approximately $95.4 million, using fund®yided by the Investors.
addition to the Joint Venturg’purchase from Merhav, Ampal contributed into Jbat Venture an additional 4.3% interest in E
already held by Ampal. The Joint Venture now hdd®tal of 8.6% of the outstanding shares of EM@&pAl's contribution we
valued at the same price per EMG share as the Veintures purchase. This amount is equivalent to the pgecimaice (on a p

share basis) paid by Ampal for its December 2006hmse of EMG shares from Merhav.

As of March 31, 2010, the CompasyFinancial Statements reflect a 16.8% intereshares of EMG, with 8.2% held directly ¢
8.6% held through the Joint Venture (of which Ampains 50%).

Gadot Chemical Tankers and Terminals L“Gado”)

Gadot, a wholly owned subsidiary of Ampal (99.99% a fully diluted basis), was founded in 1958 apri@ately held Israe
company with operations in distribution and mankgtof liquid chemicals for raw materials used fodustrial purposes. Since th
Gadot has expanded into a group of companies, whidtently forms Israe$ leading chemical distribution organization. Thybuts
subsidiaries, Gadot ships, stores, and distribligagd chemicals, oils, and a large variety of mats to countries across the glc
with an emphasis on Israel and Western Europeutrdescription of Gadot’s business operations té¢he “Gadot’refers to Gadt
and its consolidated subsidiaries. Gadot listecslitares for trading on the Tel Aviv Stock Exchaf§eASE") in 2003 and we
delisted from trade on October 16, 2008, followAmgpal's successful tender offers to purchase Gagablicly held shares.

Gadots business is influenced by certain economic factehich include (i) global changes in demand foernicals used as ri
materials for industrial purposes, (ii) price fluations of chemicals and raw materials, (iii) pritestuations of shipping costs, s
leases and ship fuel, (iv) general global finanstability, and (v) currency fluctuations betwebie New Israeli Shekeland othe
currencies, primarily the U.S. dollar.




Gadot’s operations are divided into three mainisersectors:
. Importing, marketing and sale of chemicals and ot materials in Israel and Europe;

. Shipping, primarily between the European portdefAtlantic ocean and the Mediterranean sea pardgency
Services for Shipping Companies and Docked Ships

. Logistical services in Israel and Europe;

These service sectors are synergistic and complangnso that Gadot provides its customers withularinge of services, fro
acquiring chemicals based on a customareeds, logistical handling including shipping arghsport, offloading, storage ¢
delivery. Members of the Gadot group of companiss provide services for other members of the grestnengthening the group
a whole.

Acquisition of the business of 012 Smile Communarzs Ltd.

On January 31, 2010 ("the Closing Date"), Ampaipugh its indirect wholly owned subsidiary Mevhampal Energy Ltd. (“MAE))
and MAE's wholly owned subsidiary 012 Smile Telecot. ("012 Smile," formerly Ampal Investments aBdmmunications 20(
Ltd.), closed the transaction to purchase the legsirof 012 Smile Communications Ltd. (“012pursuant to an Asset Purch
Agreement (the "012 Agreement") between MAE (onadifebf 012 Smile) and 012, dated November 16, 2G39.amended 1
January 26, 2010 ("012 Acquisition™) for 1.2 bilidew Israeli Shekels ("NIS"), or approximately 83&illion. Ampal, through i
subsidiaries, acquired substantially all the asseid liabilities of 012, including all of its custer and supplier agreemel
management, employees, infrastructure, equipmedtadiner assets, but excluding (i) certain retainagh and other custom
excluded assets, (i) the rights and obligationsO@P related to the acquisition of BezeqThe Israeli Telecommunicatic
Corporation Ltd. and (iii) certain indebtedness atfter liabilities. Prior to closing of the acqtitn, 012 Smile received all requir
licenses for the conduct continuing of the busiries®s the Israeli Ministry of Communications ("Msiry of Communications”

The purchase of 0’s business further diversified Ampal's businessadtkd the communication sector to Ampal's holdi

Ampal's management has been managing the stratebgiayy to day operations of the acquired businiese sanuary 1, 2010. In 1
period from January 1, 2010 to the Closing Dateaperations Ampal purchased generated cash inntloaira of $3.1 million. Thi
amount transferred from 012 to 012 Smile on the Oldsing Date and was deducted from the purchase pr accordance with t
requirements of the US GAAI

As a result of the 012 Acquisition, 012 Smile hasdme a leading provider of communication servioeksrael, offering a wic
range of broadband and traditional voice serviéd2 Smile's broadband services include broadbatedniet access with a suite
value-added services, specialized data services andrdeystng, as well as new innovative services saglocal telephony via voi
over broadband and a WiFi network of hotspots a&ctesael. Traditional voice services include outgoand incoming internatior
telephony, hubbing, roaming and signaling and mgltard services. 012 Smile services residentidlbausiness customers, as we
Israeli cellular operators and international comioation services providers through its integratedltipurpose network, whic
allows 012 Smile to provide services to almosbathe homes and businesses in Ist

Ampal financed the 012 transaction with a comboratof (i) available cash, (ii) the proceeds of avr@ 2 Credit Facility, date
January 31, 2010 (the “012 Credit Facilityigtween 012 Smile, Bank Leumi Le'lsrael B.M. ("LéQrand Israel Discount Bank Li
("Discount,” and together with Leumi, the "Bank Ildens"), for 800 million NIS, (approximately $215 Ilioin) and (iii) a Loal
Agreement, dated January 31, 2010 (the "012 Loamrdkgent"), between MAE, 012 Smile, Harel Insura@oepany Ltd. and i
affiliates (collectively, "Harel") and Menora Mixthim Insurance Ltd. and its affiliates (collectiye'Menora,"” and together wi
Harel, the "Institutional Lenders"), for 220 milfidNIS (approximately $59 million). Ampal has guarsed the obligations of 0
Smile under the 012 Credit Facilit

The purchase price was $319 million, consisting2#2 million paid in cash at closing and reducedhsy$3.1 million of cash th
was transferred from 012 to 012 Smile on the 01&si@h Date representing the cash generated dunmgériod from January
2010 through the closini

The purchase price was allocated to the tangildetasnd intangible assets acquired and liabikitsssimed based on their estim
fair values on the acquisition date, with the rarmg unallocated purchase price recorded as gobditie fair value assigned
identifiable intangible assets acquired has bedaréned primarily by using the income approach andariation of the incon
approach known as the profit allocation method,civhdiscounts expected future cash flows to pregehte using estimates &
assumptions determined by management. Purchasetifi@ide intangible assets are amortized on aiggitdine basis over the
respective useful lives. Our allocation of the e price is summarized in the table below (inishads)
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(In

thousands
Accounts receivabl- trade $ 59,32%
Accounts receivabl- other 3,76:
Accounts payabl- trade (44,687
Accounts payabl- other (21,519
Property and equipme 49,28¢
Intangible asset 104,89¢
Other (1,415
Trade name 20,83:
Customer bas 74,61¢
Other intangible asse 10,38¢
Goodwill 63,61

Our estimated useful life of the identifiable ingévle assets acquired is thirteen years for thaetreame, nine years for customer |
and one year for other intangibl

Customer base The customer base, was valued using a variatioth®fincome approach. Under this approach, the @ay
estimated the present value of expected future ftasis resulting from the existing customer relaghips, considering attrition a
charges for contributory assets utilized in theitess. The customer relationships are amortizedefweciation and amortizatic
over a weighted average amortization period ofteyglars, based on the expected discounted futtreash flows by yea

Trade names - The trade names were valued asirgief from royalty”method, an approach under which fair value is exdtoh tc
be the present value of royalties saved. The tnaaees were valued in three parts based onsh2ée primary segments. The tr
names are amortized to depreciation and amortizabio a straigl-line basis, over 13 yeai

Set forth below are the pro forma combined condgriseome statements for the three months ended hviat¢ 2010 and 20C
assuming that the acquisition of 012 had occurredamuary 1, 2010 and 2009, respectively, aftengigffect to certain adjustmer
including amortization of identifiable intangiblesets of 012, the elimination of intercompany taatisns and profits not yet reali:
outside the Compan

The pro forma financial information is not nece#gaindicative of the combined results that wouldvke been attained had
acquisition taken place at the beginning of 2010a#9, nor is it necessarily indicative of futuesults.

Three months ended
March 31,
2010 2009
$ In thousands
(except per share dal

Revenue! 194,21 194,59¢
Net income (loss (9,199 15,68¢
Loss per shar- primary and dilutec (0.1¢) 0.2¢

Sugarcane Ethanol Production Proj

On December 31, 2009, Ampal signed an option eseragreement (the “Exercise Agreementith Merhav pursuant to which
exercised, subject to certain conditions, its optfthe “Option”) to convert Ampad’ existing loan to Merhav (consisting of !
million of principal plus accrued interest) (thedén”) into a 25% equity interest in the sugarcane ethanofluction project |
Colombia (the “Project"peing developed by Merhav. The Loan is evidencedrbyAmended and Restated Promissory Note,
December 25, 2008 (the “Note”), issued by Merhavawor of Ampal, and is secured by Merhagledge of its shares of Clas:
Stock of Ampal, pursuant to that certain Pledgeeggnent, dated December 24, 2007, between Merha\Aarmhl (the Pledge
Agreement”). Merhass obligations under the Note are guaranteed byvidsef A. Maiman pursuant to a personal guarantiedia:
of December 25, 2008 (the “GuarantyThe Option is evidenced by an Option Agreementedlddecember 25, 2007, betw
Merhav and Ampal, as amended on December 25, 20@8‘Qption Agreement”)The Loan, Option and related transactions
summarized in previously filed annual and periagéjgorts.
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Pursuant to the Exercise Agreement, the conversidhe Loan into a 25% equity interest in the Peojwill take the form of th
issuance to Ampal of 25% of all of the issued antstanding equity interests in Merhav Renewabler@iae Limited, a Cyprt
corporation and subsidiary of Merhav (“Merhav Enest). The purchase price for the 25% equity stake in erBnergies, to |
paid at closing, is the outstanding balance ofNb& on December 31, 2009, or approximately $2212don. The closing of th
purchase of the 25% equity stake and the converffitine Loan is subject to, among other thingsth@ initial disbursement of (
other evidence of) long term debt financing for Breject obtained from Banco do Brasil or any otineaffiliated third party lend
(the date such financing is obtained, the “Qualiffénancing Date”),ii) the payment in full of all outstanding amoumnise an
payable under the Note, and (iii) the delivery lasing of the Shareholdergigreement (as defined below) by Merhav and An
setting forth certain agreements relating to theegeance of Merhav Energies. At closing, the Natd ¢he Guaranty shall
cancelled and the pledge of Merhsghares of Class A Stock under the Pledge Agreeshafi be released. The closing is to o
on the Qualified Financing Date or as soon as jwaue thereafter, but no later than December B102The Exercise Agreem:
contains other customary closing conditions, as agtustomary representations and warranties.

Pursuant to the Exercise Agreement, the Note wasnded to extend its maturity date to the earliethefQualified Financing De
or December 31, 2010. Additionally, Merhav and Aipave agreed that, under certain circumstances, wél arrange for loans
Merhav Energies from to time to time through thpatties, directly or indirectly, for up to $15 nidlh.

As stated above, as a condition to closing Angpplirchase of a 25% equity stake in Merhav Enertjeshav, Ampal and Merhi
Energies will enter into a Shareholders’ Agreeméhe “Shareholders’ Agreement”}p provide for, among other things,

restrictions on the transfer of shares of MerhagrBies, (ii) a right of first refusal on transfefsshares of Merhav Energies, (iii) tag-

along and dragdong rights on the transfer of shares of Merhaergies, (iv) preemptive rights on the issuance e rshares «
capital stock (or other equity interest) by MerliEnergies, subject to the amlilution rights of Ampal, and (v) the right of Amip@
designate 25% of the directors of Merhav Enerdiesddition to preemptive rights under the Sharéb’ Agreement, Ampal hi
been granted antiution protection, which may result in the issoarof additional shares of Merhav Energies to Amipathe ever
that, prior to end of the 180 day period followitigg commencement of the Projectperations, Merhav sells, or Merhav Enel
issues, shares of Merhav Energies at a per share fhrat is less than the per share price paid @ under the Exerci
Agreement.

Merhav is a multinational corporation with inteiegt a range of sectors, including energy, infragtire projects and agricultu
Merhav is a significant shareholder of Ampal anevi®lly owned by Mr. Yosef A. Maiman, the PresideBEO and member of t
controlling shareholder group of Ampal. Becausehaf foregoing relationship, a special committeehaf Board of Directors !
Ampal composed of Ampa’ independent directors negotiated and approvedréimsaction. Houlihan Lokey Howard & Zul
Financial Advisors, Inc., which has been retaingedimancial advisor to the special committee, aglvithe special committee on |
transaction.

Services and Management Agreements

Ampal and Gadot entered into a services agreemesatignt to which Gadot shall pay Ampal manageness,fcalculated as a
percentage of Gadot's profits, in consideratiomfanagement services rendered by Ampal to Gadot.

Ampal and Merhav entered into an agreement pursiwanwhich Ampal shall pay Merhav annual managenfees$ totaling in th
aggregate NIS 10 million ($2.7 million), in considgon for management, marketing, financial, depaient and other administrat
services rendered by Merhav to Ampal.

As stipulated above, Yosef A. Maiman, the Chairnfargsident and CEO of Ampal and a member of théraling shareholdel
group of Ampal, is the sole owner of Merhav. Beeaakthe foregoing relationship, a special commiité the Board of Directa
composed of Ampal’s independent directors negatiated approved the transaction between Ampal amthdwte
Ampal and 012 Smile entered into a services agraemesuant to which 012 Smile shall pay Ampal anual management fee of
NIS 15 million ($ 4.0 million) linked to the Isrk&€onsumer Price Index, in consideration for mamagnt services rendered by
Ampal to 012 Smile.

Derivatives and Other Financial Instents
The Company is exposed to certain risks relatingtdoongoing business operations, including finahciarket, political, ar
economic risks. The following discussion providef®imation regarding the Company's exposure toigks of changing commodi
prices, interest rates, and foreign currency exgbaates.

The Company’s derivative activities are subjeanmagement's discretion.
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The interest rate and foreign exchange contractshatd for purposes other than trading. They aed yzrimarily to mitigat
uncertainty and volatility, and to in order to cowsderlying exposures. A swap contract was enteredto convert some of t
Company's New Israeli Shekel denominated debterathount of NIS 150 million ($43.9 million) into 8. Dollar denominated de
and to convert Israeli interest rates into LIBOReiest rates.

On April 1, 2009, the Company signed a interest gatap contract in order to convert some of thepamy's LIBOR interest ra
denominated debt in the amount of $43.7 milliow ifited interest rate debt.

We use foreign currency forward contracts to mtegiuctuations in foreign currency exchange ratgs to variations in payment
receipt of currencies other than the Company'stfomal currency. We use contracts to purchase D@lars and sell Eurc
contracts to purchase Euros and sell U.S. Dollagscantracts to purchase U.S. Dollars and sell Meaeli Shekels.

We enteiinto derivative financial instruments, includingas and forward agreements. We report the fairevafuhe derivatives «
our balance sheet. The derivatives used are nagrdgsd as a hedging instrument under ASC 815. @saiin fair value a
recognized in earnings in the period of change.

The following summarizes the gross fair market gatd all derivative instruments and their locationour consolidated balan
sheet, and indicates what instruments are in at asdiability position.

Asset Derivatives

(U.S. Dollars in thousand
March 31, December March 31,

Derivative Instrument Location 2010 31, 2009 2009
SWAP contract: Other asset 2,671 3,12¢ -
Exchange rate contrac Other asset - 60 84¢€

Liability Derivatives

(U.S. Dollars in thousand
March 31, December March 31,

Derivative Instrument Location 2010 31, 2009 2009
Accounts payable, accrued expenses
SWAP contract: others - - 5,62¢
Accounts payable, accrued expenses
Exchange rate contrac others 214 39 7

Statement of Operations

(U.S. Dollars in
thousands
Three months endec
March 31
Derivative Instrument Location 2010 2009

SWAP contrac Translation gain (loss 82 (2,999
Interest rate SWAP contra Interest gair 44¢ -
Exchange rate contrac Translation los: (13%) (1,60¢6)
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Fair Value Measurements

Fair value is defined fair value as the price twatld be received to sell an asset or paid to tearike liability (an exit price) in ¢
orderly transaction between market participants @asd establishes a fair value hierarchy which ireguan entity to maximize t
use of observable inputs and minimize the use observable inputs when measuring fair value. Tirevidue hierarchy used by 1
Company within ASC 820 distinguishes between thegels of inputs that may be utilized when measufair value including lev:
1 inputs (using quoted prices in active marketsidentical assets or liabilities), level 2 inputssifg inputs other than level 1 pri
such as quoted prices for similar assets and iligsilin active markets or inputs that are obsde/édr the asset or liability) and le!
3 inputs (unobservable inputs supported by litleno market activity based on the company's owmirapsons used to meas
assets and liabilities). A financial asset's doility’ s classification within the above hierarchy is deieed based on the lowest le
input that is significant to the fair value measnest.

The following section describes the valuation mdtiogies used by the Company to measure derivativeracts at fair valu
including an indication of the level in the fairlwa hierarchy in which each instrument is generalissified. Where appropriate,
description includes details of the valuation med#ie key inputs to those models, and any sigmifiassumption:

Derivative contracts are valued using quoted mapkiees and significant other observable and unwigée inputs. Such financ
instruments consist of aluminum, energy, interesé,rand foreign exchange contracts. The fair wafoe the majority of the:
derivative contracts are based upon current quatadket prices. These financial instruments arecglpyi exchangaraded and a
generally classified within Level 1 or Level 2 bktfair value hierarchy depending on whether treharge is deemed to be an ac
market or not

Financial assets and liabilities measured at faluer on a recurring basis as at March 31, 2010istais of the following (i
thousands):

Fair Value Measurements as Using at :

March 31, 2010 December 31, 2009
Level 1 Level 2 Total Level 1 Level 2 Total
Trading securities $ 2,17t % - 3 2,17 $ 2,15 $ - % 2,152
Available for sale securities 15,72 - 15,72: 27,19:¢ - 27,19:¢
Derivative assets * - 2,67 2,67 - 3,18: 3,18:
Derivative liabilities ** - (214) (214) - (39) (39
Total $ 17,89¢ $ 246 $§ 20,36 $ 29,34t $ 3,144 $  32,48¢

Marketable securities that are classified in lLeive&onsist of available-fosale and trading securities for which market priags
readily available. The fair value of derivative etssis determined based on inputs that can beeatefirem information available
publicly quoted markets. Unrealized gains or los$esn available-forsale securities are recorded in accumulated
comprehensive (loss) incorr

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

** See Note 11.

The carrying amount of the Company's traded debesitas of March 31, 2010 is $217 million. The maxkdue of such debentur
based on the closing price of those debentures arciM31, 2010 on the TASE, was $222 million. Theltoarrying value of long-
term loans as of March 31, 2010 was $451 millione Tompany estimates that the fair value of thg-term loans approximat
their carrying value, since substantially all oéith bear norfixed interest and there is no significant changéhie credit risk of suc
loans.

Segment information presented below, results pilyntom operations in Israe

The Chemical segment consists of Gadot which opgfiatthe distribution and marketing of liquid chieats for raw materials us
in the chemical industry.

The Communication segment consists of 012 Smilekvts a leading provider of communication servicetsrael, offering a wid
range of broadband and traditional voice services.

The Energy segment consists of the investment irGEBN Egyptian joint stock company, which holds thght to supply an

supplies natural gas to Israel through an undemgEpeline from Egypt to Israel. This investmentaiscounted for under the c
method.
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The Leisure-time segment consists of an affili@euntry Club Kfar Saba Ltd., the Company’s 5d¥%nred subsidiary, located

Israel.

The Finance segment consists of all other actsvitibich are not part of any of the above segments.

THREE MONTHS ENDED MARCH 31, 2010 2009
(Dollars in thousands)
Revenues
Chemicals $ 114,39: $ 94,67
Communication: 52,097 -
Finance 1,00( 29,91:
Leisure-time 661 692
168,15( 125,27
Equity in earnings (losses) of affiliates 17 (44)
Total consolidated revenues $ 168,16° $ 125,23:
Pre-tax Operating Gain (loss
Chemicals $ (1,847 $ 171
Communication: 1,944 -
Finance (20,779 21,62:
Leisure-time 87 20¢
(120,585 21,99
Equity in earnings (losses) of affiliates 17 (44)
Total consolidated pretax (loss) $ (10,569 $ 21,95
Total Assets
Chemicals $ 385,43( $ 328,40¢
Communication: 391,05( -
Finance 569,15( 486,33¢
Energy 361,32: 361,32
Leisure-Time 3,68¢ 2,80z
Inter- segments adjustments (449,079 (302,58))
Total consolidated assets $ 1,261,560 $ 876,29(

Corporate office expense is principally applicaioléhe Finance segment and has been charged tecipmient. Revenues and pre-tax
operating gain above exclude Equity in earningssgs) of affiliates.

The following table summarizes securities theate not included in the calculations of dilutedrengs per share of Class A Stock for
the periods ended March 31, 2010 and 2009 becagbeshares are a-dilutive.

Three Months Ended

(Shares in thousands March 31,
2010 2009
Shares resulting from Options and Rig 3,78: 2,921

LEGAL PROCEEDINGS:
Claims Against Subsidiaries and Affiliates
Legal claims arising in the normal course of buséneave been filed against subsidiaries and afffliaf the Company.
Gadot

Gadot has received third party notices in a nundidiawsuits regarding pollution of the Kishon Rivier Israel. Thes
lawsuits have been filed by various claimants wiaint harm by the polluted water of the river, irgilug soldiers from various un
in the Israeli Defense Forces who trained in therri fishermen who fished in the river, the Haiftaving club and industri
companies that use the river. Some of the lawsumésclaims for monetary damages (some of the clanmsinlimited in amount; o
is for approximately $6 million) and some are fojunctions against further pollution of the riv&adot denies liability in all the
claims and has filed statements of defense for elmim. Part of Gados storage tank facility is leased from the Haifat poithority
In 2001 the port authority requested that Gaddigipate in an offer to find a consultant to exaeground contamination in the a
surrounding the facility. Gadot has responded, ttenthe existence of ground contamination andniy @se, that it is the source
such contamination. Gadot believes that if thereoistamination, its source is the contaminated rsabé the Kishon River or tl



Mediterranean Sea.
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Pursuant to the Asset Purchase Agreement (the A@t@ement”) the following claims involving 012 have been assd
by 012 Smile, which will incur any of the liabik#s or benefits resulting from such claims.

1. OnJanuary 2, 2005, a claim was made against 0d 2haee other companies regarding alleged infrireygrof Israeli Pate
No. 76993 of November 10, 1985, unjust enrichmbreach of statutory duties and conversion #2005 Claim”). The
plaintiffs’ demands include payment of amounts of income gertefeom exploitation of the patent, payment ofszbli
royalties for exploitation of the patent, punitidamages, litigation costs and attornefets, and payment of linka
differentials and interest from the date of creatd the debt until the date of actual payment. Z6@5 Claim states that
monetary amount cannot be determined at this stadehat it has been assessed for the purposeudffees only at NIS 1
million (approximately $2.7 million), against aleféndants collectively and separately. On July20Q5, a statement
defense was filed against plaintiffs and a thirttypaotice was filed against the providers of teke¢ommunications syste
allegedly infringing on the patent (the “Third BaRefendants”)seeking indemnification and compensation for aakility
that may be imposed in the context of the 2005n€I&he “Third Party Proceedings”The plaintiffs have also initiati
similar proceedings against other telecommunicati@mpanies in other countries, including the Unikgdgdom and th
United States. Some telecommunication companietjding one of the initial defendants named in 8095 Claim, hav
settled with the plaintiffs and obtained a licenataereas other telecommunication companies havesedfto settle. F
example, the corresponding English patent was detlmvalid following a legal action and appealsthhe 2005 Claim,
predrial hearing was held on February 14, 2010, andaid date the parties have mutually exchangedaafiis in respon:
to discovery requests and interrogatories, andikgict Court scheduled another graal hearing for June 30, 2010. On¢
the Third Party Defendants in the Third Party Pedliegs is Nortel Networks Israel (Sales and ManrgtiLtd. (“Nortel
Israel”). In a separate proceeding, on January 19, 200Qigtact Court of Tel Aviv issued an ex parte ordacording t
which all legal proceedings to which Nortel Israeh party, including the aboveentioned Third Party Proceedings, v
stayed and the District Court also appointed Advi. B. Pelossof and accountant Yaron Hati-as Nortel Israel's Truste:
On February 25, 2009, 012 and another defendatiteir2005 Claim, filed a motion with the Court resjireg that it allov
012 and the other applicant to continue the ThadyPProceedings against Nortel Israel. This Motiaas later granted |
the Court. On November 24, 2009, the court apprdvedel Israel's proposed Creditors Arrangemen® @md Norte
Israel's Trustees have reached a Settlement Agreeresolving all disputes in connection with thiardl Party Proceedinc
between 012 and Nortel Israel (“Settlement Agreeiyebinder the terms of the Settlement Agreement, Ndstelel Norte
Israel paid 012 NIS 787,500 (approximately $212)p@mich were paid by the trustees in full. In sileration, 012 agre
to dismiss the Third Party Proceedings againstéli¢tstael and Telrad Networks Ltd. ("Telrad"). ®ebruary 14, 2010, tl
Court dismissed the Third Party Proceedings agalosiel Israel and Telra

2. In April 2008, a motion to certify a class actiomsfiled with various District Courts in Israel &auga several internatior
telephony companies including 012, with respegirepaid calling card services. The plaintiffs adleébat: (i) the defendar
unlawfully charged consumers in excess of theftap@iblished by them, (ii) the prepaid calling capfovide an average
50% of the units of time indicated to the purchasarthe cards, (iii) the defendants deducted fthenprepaid calling ca
the time spent when a user unsuccessfully attemoptaake a call utilizing the card, (iv) the defentfacalculated ar
collected payment not by units of round minutesdatbd, (v) the defendants provided misleadingrinfttion about tr
number of “units”on the card, and (vi) the defendants formed a Icéré¢ arranged and raised the prices of callimg<alr
the event the lawsuit is certified as a class actioe total amount claimed against 012 is NIS 22%illion (approximatel
$61 million). 012 replied to the motion on April@®, and the court is currently awaiting the filiogfinal summaries by tt
parties before granting its decisic

3. In November 2008, a motion to certify a class actims filed with the Tel Aviv District Court in lsel against 012. Tl
action alleges that 012 unlawfully raised the mbnthriffs for its Internet services. The total anmb of the claim is NI
81.5 million (approximately $21.6 million). 012 iegd to the motion on May 2009. A pteal hearing was held on Janu
2010. The case is scheduled for an additionétrial hearing on June 23, 201

4. In November 2009, a motion to certify a class acti@s filed against 012 with the Central Districtu@ in Israel. Togeth
with the filing of the motion, the plaintiff fileh motion for a temporary restrictive order to prev@l2 from deleting «
changing data from its database with regard tgpthmtiff's claims in the motion. The motion allegthat 012 has violat
the Israeli "anti spam" law by sending advertisingterials to its customers. The amount of thenfiffis personal claim
set at NIS 10,000 (approximately $2,700). The estiaath amount of the entire claim is yet to be kno@n.November 2!
2009, the court granted a temporary order whickgmts 012 from deleting or changing data from #&tabtase with regard
specific messages which according to the motioreveent by the plaintiff to 012. 012 filed its respe to the motion ¢
February 2010. A court hearing was held on MarchO2@nd the court ordered the plaintiff to notifg tBourt by May 1°
2010 whether he intends to litigate the claim drerequest or to submit a motion to withdrav
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5. In November 2009, a motion to certify a slastion was filed against 012 with the Peliv District Court in Israel. Th
motion alleges that 012 unlawfully charges its costrs who do not pay their debts on time with ot expenses. Tl
estimated amount of the entire claim is NIS 21.7Hidn (approximately $5.9 million). 012 has nottyeeplied to th
motion. The motion is scheduled to be heard on 22p2010

6. In December 2009, a motion to certify a class actims filed against 012 with the Central Districiu@ in Israel. Th
motion alleges that 012 unlawfully intervenes witbb traffic, especially as it relates to Peer terReebsites. The estima
amount of the entire claim is NIS 40 Million (appimately $10.8 million). 012 has not yet repliecthhe motion

7. In January 2010, a motion to certify a class actias filed against 012, 012's subsidiary, 012 Taetettd., and others wi
the Central District Court in Israel. The motioegks that 012 unlawfully charges its customersnagiacing calls to 01z
support center. The total amount of the action regjaD12 and its subsidiary is approximately NIS64&illion
(approximately $13 million). 012's response tortimion is due by July 1, 201

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

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CRITICAL ACCOUNTING POLICIES

The preparation of Ampal — American Israel Corporgs ("Ampal”, and collectively with its subsidies, the "Company") consolidated
financial statements is in conformity with accongtprinciples generally accepted in the Unitedesté§tGAAP") which requires management
to make estimates and assumptions in certain cstamoes that affect amounts reported in the accoyimg consolidated financial stateme
and related footnotes. Actual results may diffenfrthese estimates. To facilitate the understanafidgmpal’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 subjejctilgments. Ampal bases its judgments on its egped and various other assumptions
that it believes to be reasonable under the cirtamees. Please refer to Note 1 to Ampal’s cons@iléinancial statements included in the
Company's Annual Report on Form 10-K for the figezdr ended December 31, 2009 for a summary of &mpal’s significant accounting
policies.

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

Revenue Recognition

Revenue is recognized when (a) the significansreskd rewards of ownership of the goods have braesferred to the buyer; (b) the
Company retains neither continuing managerial wswlent to the degree usually associated with owiersr effective control over the
goods sold; (c) the amount of revenue can be medseliably; (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 transacteim loe measured reliably.

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

Revenue from services is recognized as follows:

« Revenues arising from the provision of marine tpans services proportionally over the period of tharine transpa
services. As to voyages uncompleted in which ailsgpected, a full provision is made in the antafrihe expected los

« Revenues from chemical brokerage commissions aognized when the right to receive them is created.
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« Rental income is recorded over the rental periodveRues from services provided to courtiyb subscribers a
recognized ratably over the contractual per

« Income from other services is recognized over #réod during which those services are performed.

Revenue derived from usage of the Company’s nesyankluding business, residential and carrier Idistance traffic, data and Internet
traffic services revenues is recognized when tiezps fixed or determinable, persuasive eviderf@narrangement exists, the service is
performed or product delivered and collectabilifylee resulting receivable is reasonably assured.

For traditional voice services, revenue is earraskt on the number of minutes of a call and isrdezbupon completion of a call. Revenue
for a period is calculated based on informatioreinesd through the Company’s network switches. Ragemm prepaid calling cards is
recognized as service is provided until expiratidren all unused minutes, which are no longer abkdlto customers, are recognized as
revenue.

For broadband and data services, revenue is eamadixed monthly fee basis for the provision eféces. Broadband and data services
include monthly fees collected for the provisiordeflicated and dial-up access at various speedsaartividths, and also web and server
hosting. These fees are recognized as servicgg@reled. The Company records payments receivaediwance for services and services t
provided under contractual agreements, such asbttbroadband, as deferred revenue until sucteckkervices are provided.

The Company also offers value-added services inojudeb faxing services, anti-spam and anti-virtgtgrtion. Generally, these enhanced
features and data applications generate additgeraice revenues through monthly subscription éedscreased usage through utilization of
the features and applications. Revenues from erllbfieatures and optional services are recognizeshwhrned.

Revenues from sales of equipment such as roukersate not contingent upon the delivery of addaigroducts or services are recognized
when products are delivered to and accepted bymess. Pursuant to ASC 605-25, "Multiple-Elementafigements” (formerly Emerging
Issues Task Force (“EITF”) No. 00-21, “Revenue Agaments with Multiple Deliverables,” the Compamjaimined that the sale of
equipment with accompanying services constitutessanue arrangement with multiple deliverables.okdingly, consideration received for
equipment, that is not contingent upon the delivdrgdditional items (such as the services), isgezed as equipment revenue, based on
their relative fair value, upon the delivery of taguipment to the subscriber and when all othezmae recognition criteria are met.
Consideration for services is recognized as sesvieeenue when earned.

The Company reports any taxes assessed by a gosetanauthority that is directly imposed on a raxeproducing transaction between the
Company and a customer on a net basis (excludedrgeenues).

Recently adopted and recently Issued Accountingdtrocements
ASC 810 (formerly SFAS No. 167)

In June 2009, the Financial Accounting Standardsr&¢'FASB") issued accounting guidance containgdiwASC 810, “Consolidation,”
regarding the consolidation of variable interegities (formerly SFAS No. 167, “Amendments to FABBerpretation No. 46(R)").
Amendments to FASB Interpretation No. 46(R), AS©,8% intended to improve financial reporting bpvyiding additional guidance to
companies involved with variable interest entitiasl by requiring additional disclosures about agamy’'s involvement with variable intere
entities. This standard is effective for interimdamnual periods beginning after November 15, 200@.adoption did not have a material
impact on the Company's financial statements.

Results of Operations

Chemicals

Changes in pricing and demand for chemicals

The overall demand for chemical products, espgctalmmodity chemicals, is highly dependent on galneconomic conditions. In the past
quarter, the price of crude oil slightly increasetijch led to a moderate price increase in commadiemicals. The demand for chemicals is

also showing a moderate increase. The G-7's ecangnmivth indicators reveal an ease in the reces#itoo early to state that it is the end
of the slow down, as private consumption is slilixs
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In the three months ended March 31, 2010 and 26@3Company included the following certain dat&aidot Chemical Tankers and
Terminals Ltd. ("Gadot") (in millions of dollars):

2010 2009
(U.S. dollars in millions)
Chemical incomt $ 1142 % 94.7
Chemical expens $ 106.5 $ 86.¢
Marketing and sales exper $ 22 $ 1.€
Other expense (mainly general and administra $ 58 $ 3.8
Interest expens $ 16 $ 2.8

Communication

In the three months ended March 31, 2010, we aeduire business of 012 Smile Communications L@iLZ") through our indirect wholly
owned subsidiary 012 Smile Telecom Ltd. ("012 Stniflermerly Ampal Investments and Communication®2Qtd.). Through this business
we offer services to residential and business ousts, as well as to Israeli cellular operators iatetnational communication services
providers, or carriers, through our integrated fpulpose network, which allows us to provide segsito almost all of the homes and
businesses in Israel. We estimate our market sifahe international telephony market was 34% basethe number of incoming and
outgoing minutes in Israel. We estimate that ourketashare of the broadband Internet access mad®B3% based on previous broadband
market analysis by 012. We provided services ta@pmately one million registered household custsrand approximately 89,000
registered business customers. Our enterpriseroestioase consists of many of Israel’s leading cangsaincluding 53 of the 100 largest
companies in Israel (as determined by Dun & Brads)r which includes the two largest Israeli basukd the Government of Israel.

We operate in a highly regulated industry in Isradlich has undergone significant changes in tls¢ gegcade, transitioning from a slow
moving market, with a single state-owned carriegz@, to one that, although still highly-regulatests grown rapidly and is highly
competitive in nearly every segment.

In the three months ended March 31, 2010, the Caynjpeluded the following certain data of 012 Snrédating to the period from the
Closing Date on January 31, 2010 to March 31, Z0iillions of dollars):

2010
(U.S.
dollars in
millions)
Communication incom $ 52.1
Communication expens $ 36.£
Marketing and sales exper $ 8.€
Other expense (mainly general and administra $ 2.8
Interest expens $ 2.¢

Ampal's management has been managing the stratelgyay to day operations of the acquired businese danuary 1, 2010. According to
US GAAP the net income in the amount of $0.6 milltbat was generated by the acquired busines®ipetiod from January 1, 2010 to the
Closing Date on January 31, 2010 were not includ€smpal's statement of operations in the threetmended March 31, 2010.

Three months ended March 31, 2010 compared to thoe¢hs ended March 31, 2009

The Company recorded a consolidated net loss &fr8lion for the three months ended March 31, 2@&Hinpared to a net gain of $12.5
million for the corresponding period in 2009. Thed in 2010 is primarily attributable to the inttrexpenses resulting from the issuance of
debentures and loans for the financing of the msetof 012's business and depreciation of thegitilnassets, while the gain in 2009 was
primarily attributable to the translation gain ayan from the debenture repurchase.

In the three months ended March 31, 2010, the Caynpecorded $10.8 million of marketing and salegesse, as compared to a $1.6 mill
marketing and sales expense in the correspondirigchin 2009. These expenses are attributableattoGand 012 Smile and composed
mainly of salary and commission expenses. The @&serés primarily the result of the marketing anésaxpense of 012 Smile which the
Company included for the first time in 2010, amaogto $8.6 million.
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In the three months ended March 31, 2010, the Caynpecorded a $12.6 million of general, administetind other expense, as compatre
$7.6 million in the corresponding period in 2009€Tincrease is primarily the result of the genexdininistrative and other expense of 012
Smile which the Company included for the first time2010.

In the three months ended March 31, 2010, the Caynpecorded a $1.5 million of net loss attributatel@oncontrolling interests, as
compared to $9.0 million of net gain attributaldenbncontrolling interests in the correspondingqeein 2009. These losses are mainly
attributable to translation losses in the notesddgo the partners in Merhav Ampal Energy, LPIsazeli limited partnership (the "Joint
Venture"), resulting from the devaluation of thevNisraeli Shekel compared to the U.S. Dollar.

In the three months ended March 31, 2010, the Caynpecorded a $9.0 million interest expense, aspeoed to a $7.3 million interest
expense for the corresponding period in 2009. fterést expense relates to the financing the Coynpltained in order to purchase 012's
on-going business and Gadot, the Company's delasntine Company's notes payable and the interpshsg resulting from the swap
agreements.

In the three months ended March 31, 2010, the Caynpecorded a $3.4 million translation loss, as parad to a $26.6 million translation
gain for the corresponding period in 2009. The éase in translation expenses is related to a chartge valuation of the New Israeli Shekel
as compared to the U.S. Dollar, which decrease® Ingthe three months ended March 31, 2010, as amdpo an increase of 10.1% for the
corresponding period in 2009.

The Company recorded a minor net gain in Equityamings of affiliates for the three months endexddt 31, 2010, compared to a minor
loss in Equity in losses of affiliates for the @sponding period in 2009.

Results of operations analyzed by segments foe ttmenths ended March 31.:

2010 2009
(U.S. Dollars in
thousands)

Revenues
Chemicals $ 11439: $ 94,67:
Communication: 52,097 -
Finance 1,00(C 29,91
Leisure-time 661 692

168,15( 125,27
Equity in earnings (losses) of affiliates 17 (44)
Total $ 168,160 $§ 125,23:

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

In the three months ended March 31, 2010, the Caynpecorded $168.2 million in revenue which was pased of $114.4 million in the
Chemicals segment, $52.1 million in the Communaatisegment, $1.0 million in the Finance segmedt&n7 million in the Leisure-time
segment, as compared to $125.2 million for the spenod in 2009, which was comprised of $94.7 wiillin the Chemicals segment, $29.9
million in the Finance segment and $0.7 milliorthie Leisure-time segment. The increase in Chemreaksnues is primarily attributable to
the recovery in the markets, especially in Eureggch lead the increase in sold quantities and yebgrices. The effect of increased demand
for chemical carrier ships was still felt duringtfirst three months of 2010. The freight ratesstitelow compared to 2008. In addition, the
decline in shipped quantities generates an unavipment of chemicals, which in certain voyagesiitesn almost no cargo being shipped on
the return leg of a voyage.

The Communications income relates solely to 012&arid was derived mainly from the sale of broadbamd traditional voice services.

Broadband services revenues primarily consist aftiig subscriptions for broadband access to therhet. We also earn revenues from
offering a diverse suite of value-added servicas dine incremental to our core broadband Intercetss services, such as e-mail, global
remote access, wireless and wired home networkeripus security services and virtual private nekaservices. We also provide speciali
data services to bandwidth-intensive organizatantsinternational carriers, allowing them to trait@tectronic data from point to point or
from point to multi-points. Our fee structure fbese services depends on three main factors: tapdistance and the type of technology
used.
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Revenues from traditional voice services are geéedraom payments based on the number of minutesatvice is used by subscribers and
the destination of the calls. In addition, we kshaeli carriers for their customers’ use of ouvages. We provide termination services to over
80 international carriers for their calls origimatioutside of Israel. We also provide hubbing-tcaffuting to our international carrier
customers and roaming and signaling services flarlaeoperators.

The decrease in the Finance segment is primatifjpatable to the translation gain and the repusehaf the Company's debentures in 2009.

2010 2009
(U.S. Dallars in
thousands)

Expenses

Chemicals $ 116,23' $§ 94,92.
Communication: 50,15: -
Finance 11,77: 7,847
Leisure-time 574 514
Total $ 178,73' $ 103,28.

In the three months ended March 31, 2010, the Caynpecorded $178.7 million in expenses which warmased of $116.2 million of
expenses in the Chemicals segment, $50.2 millidtherCommunications segment, $11.8 million of exygsnn the Finance segment and a
$0.6 million of expenses in the Leisure-time segmas compared to $103.3 million in expenses fersdéime period in 2009 which was
comprised of $94.9 million in the Chemicals segm#&it8 million in the Finance segment and $0.5iamlin the Leisure-time segment. The
chemical commodity pricing is a derivative of thede oil pricing. Since September 2009 the crudle priice increase and led to an increase
in the Chemical commaodity prices.

Our communication expenses consist primarily ofso$ network services, salaries and related exgsemlirect cost of the equipment sold to
customers, selling and marketing expenses, fadlitbsts, and depreciation and amortization exgense

The main cost items for the broadband servicesharénternet connectivity costs and the technioppsrt costs. The Internet connectivity
costs include the connections between our regioatalork operations centers, points of presencetamnthternet backbone. For the traditic
voice services, the main cost item is the inteamati and local termination costs. We have entardinterconnect agreements with several
international carriers to allow us to provide glbb@nnectivity to our customers, and have spenti@@nt sums on acquiring rights of use, or
ROU, of international submarine fiber-optic caliegnsure the availability of adequate domesticiatatnational bandwidth.

Income taxes

In the three month period ended March 31, 2010Ciw@pany reported a tax benefit of $0.2 milliorceampared to approximately $0.4
million of tax expense in the corresponding pelii@009. The tax benefit which was recorded pestairinly to losses of the Company and
affiliates for which we created a deferred tax aisse

Liquidity and Capital Resources
Cash Flows

On March 31, 2010, cash, cash equivalents and r@dnleesecurities were $72.1 million, as comparetti $100.7 million at December 31,
2009. The decrease is mainly attributable to tlgisdtion of 012's business.

As of March 31, 2010, the Company had $17.9 milbdmarketable securities as compared to $29.3amilis of December 31, 2009. The
decrease is attributable to the sale of marketsdarities to finance the acquisition of 012's besss.

The Company may also receive cash from operatindsrevesting activities and amounts available urdedit facilities, as described below.
The Company believes that these sources are suffito fund the current requirements of operatioapjtal 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 repeguire the Company to make unanticipated paym#rsCompany would need to further
utilize these sources of cash. The Company may teeéchw upon its other sources of cash, which melpde additional borrowing,
refinancing of its existing indebtedness or liqtiidig other assets, the value of which may alsoidecl

21




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 $1.8 million for the three months eddéarch 31, 2010, compared
approximately $19.7 million provided by operatingiwaties for the corresponding period in 2009. Theerease in cash provided by operating
activities is primarily attributable to the decreas accounts payable and increase in accountsadde and inventories as compared to the
corresponding period in 2009.

Cash flows from investing activities

Net cash used in investing activities totaled agipnately $314.0 million for the three months endidarch 31, 2010, compared
approximately $1.2 million provided by investingiaities for the corresponding period in 2009. Td&nge in cash used in investing
activities is primarily attributable to the acqtiisn of 012's business.

Cash flows from financing activities

Net cash provided by financing activities was agpmately $268.2 million for the three months endiéarch 31, 2010, compared
approximately $16.2 million of net cash used irafining activities for the corresponding period @®2. The change in cash provided in
financing activities is primarily attributable the notes payable received for the acquisition @Dhusiness.

Investments

In the three months ended March 31, 2010, the Caynpede additional investments in the amount dd.4 #illion loan to Bay Heart Ltd.
("Bay Heart").

Debt

Notes issued to institutional investors in Isrded, convertible note issued to Merhav M.N.F Ltdéthav") and other loans payable purst
to bank borrowings are either in U.S. Dollars, édikto the Consumer Price Index ("CPI") in Israeihounlinked New Israeli Shekels, with
interest rates varying depending upon their linkaigevision and mature between 2010-2019.

The Company finances its general operations argt éithancial commitments through bank loans fronrmiBBlapoalim, Union Bank of Israel
Ltd. ("UBI") and Israel Discount Bank Ltd. ("IDB"As of March 31, 2010, the outstanding indebtednesker these bank loans totaled $6
million, and the loans mature through 2010-2019.

In November, 2006, the Company entered into a taigegement with Hermetic Trust (1975) Ltd. pursdanwhich the Company issued Se!
A debentures to institutional investors in Israethie principal aggregate amount of NIS 250.0 oill{approximately $58.0 million) with an
interest rate of 5.75%, which is linked to the é&draonsumer price index. The debentures were texgid for trading on the TASE in August
2007. The debentures rank pari passu with our umsddndebtedness. The debentures will be repdigiérequal annual installments
commencing on November 20, 2011, and the intesgshid semi-annually. As of March 31, 2010, thestautding debt under the debentures
amounts to $68.2 million.

On April 29, 2008, Ampal completed a public offeyim Israel of NIS 577.8 million (approximately $.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 interdisbevpaid semannually. As of March 31, 2010, the outstandingtdeigler the debentur
amounts to $144.1 million, due to the change inatbn of the New Israeli Shekel as compared td 8 dollar and to the repurchase plan.
Ampal deposited an amount equal to $44.6 milliothw@lal Finance Trusties 2007 Ltd. in accordand aitrust agreement dated April 6,
2008, to secure the first four years worth of pagte®f interest on the debentures. As of March2B10, the outstanding amount of the
deposit was $20.5 million. The debt offering wasimaolely to certain non-U.S. institutional investm accordance with Regulation S under
the U.S. Securities Act of 1933, as amended. Thesrttave not been and will not be registered utiel).S. securities laws, or any state
securities laws, and may not be offered or solthénUnited States or to United States persons wittegistration unless an exemption from
such registration is available. Midroog Ltd. (afiliate of Moody's Investors Service) currentlyeatAmpal's Series A and Series B
Debentures as A3.

Ampal funded the Gadot acquisition with a combimaf available cash and the proceeds of the cfadllity, dated November 29, 2007 (the
"Credit Facility"), between Merhav Ampal Energy L@MAE") and IDB, for approximately $60.7 millionyhich 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. Theffiloan is a revolving loan that has no principaimpents and may be repaid in full or in |
on December 31 of each year until 2019, when desingjloon payment will become due. The second &so matures in 2019, has no
principal payments for the first one and a halfrgeand shall thereafter be paid in equal instalti:ever the remaining 9.5 years of the term.
Interest on both loans accrues at a floating rqtelketo LIBOR plus 2% and is payable on a curresids Ampal has guaranteed all the
obligations of MAE under the Credit Facility and paf's interest in Gadot has also been pledged to IDBsecurity for the Credit Facilit



Yosef Maiman has agreed with IDB to maintain ovgh@ 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.
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As of March 31, 2010, the Company has a $6.7 millaan with UBI that bears interest at the rat&I&OR plus 2% to be repaid in six
annual installments commencing on April 2, 2008 eadous other loans with UBI in the aggregate amiadf $5.4 million linked to the CPI
bearing interest of 2.9% to be repaid during 204d) 2011.

As of March 31, 2010, the Company has a $13.5anilloan with Bank Hapoalim as part of a $27 millawllar loan facility. The funds
borrowed under the loan facility are due in six@alrinstallments commencing on December 31, 20d7baar 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 Compa@yass A Stock. As of March 31, 2010, the Comgary compliance with its debt
covenants.

As of March 31, 2010, the Company has a $98.7 enilloan from institutional investors who own 50%\érhav Ampal Energy Holdings,
LP. The loan is not linked to the Consumer Priaiekin Israel, bears no interest and is repayghde @greement by both parties.

The Company has a short term loan from Bank Hapomlithe aggregate amount of $3.5 million bearimgriest of 2.88%, to be repaid by
June 30, 2010 and a revolving short term loanénatimount of $2.4 million bearing interest of 4.6 %.

As of March 31, 2010, Gadot had $4.5 million outsliag under its other debentures. These deberdueasot convertible into shares and are
repayable in five equal annual installments on &eper 15 of each of the years 2008 through 201&.clitsstanding balance of the principal
of the debentures bears annual interest at thef&&8%. The principal and interest of the debesgare linked to the Consumer Price Index
in Israel and the interest is payable in semi-ahimséallments on March 15 and September 15 of edithe years 2006 through 2012.

As of March 31, 2010, Gadot, a wholly owned sulasigdof Ampal, has short term loans, including catmaaturities, payable in the amount
of $98.8 million and long term loans payable in #meount of $76.6 million. The various short terrarie payable are either unlinked or linked
to the USD or Euro and bear interest at rates latv@éo to 7%. The various long term loans payatdesdher unlinked or linked to the
Consumer Price Index in Israel or linked to the USEuro and bear interest at rates between 4.494 6.

As of March 31, 2010, 012 Smile, a wholly ownedsidiary of Ampal, has short term loans, includingrent maturities, payable in the
amount of $46.2 million and long term loans payablthe amount of $169.3 million.

The weighted average interest rates and the baai¢hese short-term borrowings at March 31, 2&id December 31, 2009 were 2.9% on
$216.6 million and 2.4% on $170.9 million, respeely.

Pursuant to the Loan Agreement, dated January@®1D @he "012 Loan Agreement"), between MAE, 012I&mkarel Insurance Company
Ltd. and its affiliates (collectively, "Harel") aridenora Mivtachim Insurance Ltd. and its affilia{esllectively, "Menora" and together with
Harel, the "Institutional Lenders"), the 220 millidlIS (or approximately $59 million) principal dfe loan is payable in equal semi-annual
installments on January 31 and July 31 of each, ya#r the first payment due on January 31, 201 ifterest on the loan accrues at a rate
of 7% per year, payable in equal semi-annual ilms&adts on January 31 and July 31 of each year, thiHirst payment due on January 31,
2011. The principal and interest payments areelindo the Israeli consumer price index. The Ieaaiso subject to a semi-annual fee at a rate
of 0.5% of the unpaid principal and a semi-annaeallfased, among other things, on the EBIDTA of &t#le. As of March 31, 2010, the
outstanding amount of the loan is $59.2 million.

012 Smile's rights and assets are pledged to giiutional Lenders as security for the 012 Loamefgnent. MAE also pledged to the
Institutional Lenders all the equity and debt itdsoin or is owed by 012 Smile. The Company has gisaranteed all the obligations of 012
Smile under the 012 Loan Agreement. An amount aih#ilon NIS (or approximately $5.3 Million) fromhe loan amount was also deposited
in a special account, which was pledged by MAEawof of the Institutional Lenders.
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The loan under the 012 Credit Facility, dated JanG4, 2010 (the "012 Credit Facility"), betweer2@mile, Bank Leumi Le' Israel B.M
("Leumi") and IDB (together with Leumi, the "Banlehders"), was funded 80% by Leumi and 20% by ID&urhi was appointed arranger
behalf of the Bank Lenders. The 012 Credit Fagidenominated in NIS, is divided into three ta@s as follows: 500 million NIS (or
approximately $134 Million), 200 million NIS (or ppoximately $54 Million) and 100 million NIS (or ppoximately $27 Million),
respectively, which are subject to the followingnis:

. The first tranche matures in 2017, with the priatipayable in fourteen equal seamnual installments, with the first paym
due on July 31, 2010. The interest on the firgidhe accrues at a rate of 4.2% per year, payakle ¢hree months, with t
first payment due on April 30, 2010. The principal interest payments are linked to the Israelsaorer price index

. The second tranche has no principal payments onatlrity in 2017, when a single balloon payment Wwédcome due. Tt
interest on the second tranche accrues at a riel® per year, payable every three months, wighfitist payment due «
April 30, 2010. The principal and interest paynseste linked to the Israeli consumer price inc

. The third tranche is a revolving loan for termgtoke, six or twelve months, at the discretion 2 Gmile, provided that t
final maturity of the loan is no later than July, 2D13. The interest on the third tranche is basethe prime interest plus
spread and accrues at a rate of prime plus 0.75%4q#®, is payable every three months, with thst frayment due thr
months after receipt of the relevant loan ama

012 Smile's rights and assets have been pleddeslini and IDB as security for the 012 Credit FagilThe Company and MAE have also
guaranteed all the obligations of 012 Smile untlerG12 Credit Facility, as well as up to 43 milliaw Israeli Shekels (or approximately
$11.5 Million) of additional credit from Leumi a®B. MAE also pledged Leumi and IDB all the equittyiolds in or debt owed to it by 012
Smile. Yosef Maiman has agreed with Leumi and IDBemain the controlling stockholder of the Compartye 012 Credit Facility contains
customary affirmative and negative covenants feditifacilities of this type.

Payments due by period as of March 31, 2010 (in thsands)
Less than More than
Total 1 year 1-3years 3-5years 5 years

Short-Term Debt:

Gadot- working capital $ 9891 $ 98,91

Gadot- revolving credit line $ 4723t $  47,23¢

012- revolving credit line $ 46,17C $ 46,17(

Other $ 1528( $ 15,28(
Long-Term Debt:

Ampal $ 214,60: $ 28661 $ 2090¢ $ 165,03:

Gadot:

Vessels $  43,26¢ $ 3,37¢ % 3,40t $ 36,48¢

Other $ 33,33¢ $ 19,49 $ 341 $ 10,43¢

012 $ 166,13 $ 3755 $ 3755 $ 91,03
Debentures $ 216,75 $ 60,59« $ 84,920 $§ 71,24:
Total $ 881,69 $ 207,59 $ 149,67 $ 150,20: $ 374,22

As of March 31, 2010, the Company had issued gteearon certain outstanding loans to its invesiedssubsidiaries in the aggregate
principal amount of $28.4 million. These include:

1. A $8.5 million guarantee on indebtedness iredibyy Bay Heart in connection with the developnagroperty. There can be no
guarantee that Bay Heart will generate sufficiexgtcto repay its outstanding indebtedness withedying on the Compar s guarante:

2. A $13.2 million guarantee of outstanding indebtexinef Gadot

3. A $6.7 million guarantee of outstanding indebtedrnes012 Smile

Off-Balance Sheet Arrangements

Other than the foreign currency contracts specliieldw, the Company has no off-balance sheet agrargts.

FOREIGN CURRENCY CONTRACTS

The Company’s derivative financial instruments ¢sinsf foreign currency forward exchange contractpurchase 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 insttanidrese contracts are recognized as assetdilitiéa on the balance sheet at their fair
value, which is the estimated amount at which tteyld be settled, based on market prices or dqaletes, where available, or based on
pricing models. Changes in fair value are recogh@marently in earnings.

As of March 31, 2010, the Company had open foreigmnency forward exchange contracts to purchase Dbfars and sell New Israe



Shekels in the amount of $3.5 million, contractptiochase Euros and sell New Israeli Shekels imtheunt of $5.4 million and contracts to
purchase U.S. Dollars and sell Euros in the amofii#.5 million.
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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 $recurities Act of 1993 and Section 21E of theuBges Exchange Act of 1934) and
information relating to the Company that are basethe beliefs of management of the Company asasedissumptions 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 antireagement 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 whidulgect 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 andossiz 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 inarr&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, 2009, and those descrifmedife to time in our future reports filed withet Securities and Exchan
Commission. The Company assumes no obligation datepor revise any forward-looking statements.

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 curremahange rates, index rates and equity
price changes. The following analysis presenthifpothetical loss in earnings, cash flows andvalues of the financial instruments which
were held by the Company at March 31, 2010, andemsitive to the above market risks.

During the three months ended March 31, 2010, thave been no material changes in the market xigg=ires facing the Company as
compared to those the Company faced in the fiseal gnded December 31, 2009.

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 agreemeert@ompany is currently paying an effective interagt of LIBOR plus 5.12% on
$43.9 million of these debentures, as compareldemtiginal 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. Aseault of this agreement the Company is currentijyrzaa fixed interest rate of 2.95% as
compared to LIBOR in the original loan agreement.

As of March 31, 2010, the value of the currencypwaontracts resulted in $2.7 million in othereassnd $0.4 million in interest and
translation expenses.

As of March 31, 2010, the Company had financiatswtaling $71.9 million and financial liabiliseotaling $884.9 million. For fixed rate
financial instruments, interest rate changes affezffair market value but do not impact earningsash flows. Conversely, for variable rate
financial instruments, interest rate changes gdligata not affect the fair market value but do impfuture earnings and cash flows, assun
other factors are held constant.

As of March 31, 2010, the Company did not havedirate financial assets and had variable rate ¢iahassets of $71.9 million. A ten
percent decrease in interest rates would not isertiege unrealized fair value of the fixed rate &sse

As of March 31, 2010, the Company had fixed ratet @€ $388.8 million and variable rate debt of $49illion. A ten percent decrease in
interest rates would increase the unrealized flines of the financial debts in the form of the fixate debt by approximately $1.4 million.

The net decrease in earnings and cash flows fandkeyear resulting from a ten percent interetst ircrease would be approximately $0.7
million, holding other variables constant.
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Foreign Currency Exchange Rate Sensitivity Analysis

The Company’s exchange rate exposure on its fiahimstruments results from its investments andoorgoperations. As of March 31,
2010, the Company had open foreign currency foreahange contracts to purchase U.S. Dollars dhblew Israeli Shekels in the amount
of $3.5 million, contracts to purchase Euros arldNsew Israeli Shekels in the amount of $5.4 milliand contracts to purchase U.S. Dollars
and sell Euros in the amount of $4.5 million. Halglbther variables constant, if there were a tengue devaluation of each of the foreign
currencies, the Company’s cumulative translatias leflected in the Company’s accumulated othempecehensive loss would increase by
$7.9 million, and regarding the statements of of@mna, a ten percent increase in the U.S. Dollaharge rate would result in a net increa:
losses and cash flows of $16.5 million, and a &meent increase in the Euro exchange rate wouldtii@sa net increase in losses and cash
flows of $4.1 million.

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 these agreemdr@sCompany is currently paying an effective inteérate 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 Isia®mnsumer price index. As of March 31,
2010, the value of the currency swap resulted i0 $@llion in other assets and $0.4 million in sktion gain.

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 currentijyraa fixed interest rate of 2.95% as
compared to a LIBOR in the original loan agreem@stof March 31, 2010, the value of the currencppwesulted in a $0.7 million in other
assets and a $0.8 in interest expense.

Equity Price Risk

The Company’s investments at March 31, 2010 inaudeding marketable securities which are recoateaifair value of $2.2 million,
including a net unrealized gain of $0.2 millionde®15.7 million of trading securities that are sifisd as available for sale, including a net
unrealized loss of $0.9 million. Those securitiagénexposure to equity price risk. The estimateadrgial loss in fair value resulting from a
hypothetical ten percent decrease in prices qumestock exchanges is approximately $1.8 millidme® 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 (tkel&nge Act”)) as of the end of the period covdredhis report. Based on such
evaluation, the Company’s Chief Executive Officed &hief Financial Officer have concluded thatpfthe end of such period, the
Companys disclosure controls and procedures are effediledwithstanding the foregoing, a control systemnmatter how well designed a
operated, can provide only reasonable, not absastirance that it will detect or uncover failuséthin the Company to disclose material
information otherwise required to be set forthtia 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

15d-15(f) under the Exchange Act) during the fiscalrtgrato which this report relates that have maligretfected, or are reasonably likely
materially affect the Company’s internal controko¥inancial reporting.
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Part Il

Iltem 1.

OTHER INFORMATION

Legal Proceeding:

For further information on the legal proceedindsape see Note 15 to the financial statementspocated in this 10-Q.

Item 1A.

RISK FACTORS

In addition to the other information set forth hist report, you should carefully consider the festdiscussed in Part ljtem 1A. Risl
Factors” in our Annual Report on Form KOfor the year ended December 31, 2009, which condderially affect our busine:
financial condition or future results. The risksdeébed in our Annual Report on Form KCare not the only risks facing our Compe
Additional risks and uncertainties not currentlyolum to us or that we currently deem to be immatt@lso may materially adverst
affect our business, financial condition and/orragiag results.

Item 2.

None.

Item 3.

None.

Iltem 4.

Item 5.

None.

Item 6.

(@)
10.1

10.2

111
311
31.2

32.1

Unregistered Sales of Equity Securities and Udero€eeds

Defaults upon Senior Securiti

[Removed and Reserve

Other Information

Exhibits.

Exhibits:

English translation of the original Hebrewdaage 012 Credit Facility, dated January 31,2b&@yeen 012 Smile Telecom
Ltd., Bank Leumi Le'lsrael B.M. and Israel Discodank Ltd. (filed as Exhibit 10bb, to the Comparfy&port on Form 10-K
for the fiscal year ended December 31, 2009, acarporated herein by referenc

English translation of the original Hebrewdaage 012 Loan Agreement, dated January 31,2@t®ebn Merhav Ampal
Energy Ltd., 012 Smile Telecom Ltd., Harel Insu@mmpany Ltd. and its affiliates and Menora Mitiiat Insurance Ltd.
and its affiliates (filed as Exhibit 10cc, to ther@pany's Report on Form 10-K for the fiscal yeateshDecember 31, 2009,
and incorporated herein by referenc

Schedule Setting Forth Computation of Earnings3Parre of Class A Stoc

Certification of Yosef A. Maiman pursuant to Senti@02 of the Sarban-Oxley Act of 2002

Certification of Irit Eluz pursuant to Section 362the Sarban+-Oxley Act of 2002

Certification of Yosef A. Maiman and Irit Elpursuant to 18 U.S.C. Section 1350, as adopteshipnt 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. Maimat

Yosef A. Maimar

Chairman of the Boar

President & Chief Executive Offic
(Principal Executive Officer

By: /s/ Irit Eluz

Irit Eluz

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

By: /s/ Zahi BerAtav

Zahi Ber-Atav

VP Accounting and Controlle
(Principal Accounting Officer

Date: May 5, 201!
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Exhibit No.

10.1

10.2

111

311

31.2

32.1

AMPAL -AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

Exhibit Index
Description

English translation of the original Hebrewdaage 012 Credit Facility, dated January 31,2b&@yeen 012 Smile Telecom
Ltd., Bank Leumi Le'lsrael B.M. and Israel Discoank Ltd. (filed as Exhibit 10bb, to the Comparfiy&port on Form 10-K
for the fiscal year ended December 31, 2009, acarporated herein by referenc
English translation of the original Hebrewdaage 012 Loan Agreement, dated January 31,2@t0ebn Merhav Ampal
Energy Ltd., 012 Smile Telecom Ltd., Aarel Insurai@ompany Ltd. and its affiliates and Menora MiWiat Insurance Ltd.
and its affiliates (filed as Exhibit 10cc, to ther@pany's Report on Form 10-K for the fiscal yeateshDecember 31, 2009,
and incorporated herein by referenc
Schedule Setting Forth Computation of EarningsStere of Class A Stoc
Certification of Yosef A. Maiman pursuant to Senti@02 of the Sarban-Oxley Act of 2002
Certification of Irit Eluz pursuant to Section 36Pthe Sarban«-Oxley Act of 2002

Certification of Yosef A. Maiman and Irit Elpursuant to 18 U.S.C. Section 1350, as adopteshipnt 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

THREE MONTHS ENDED MARCH 31, 2010 2009
(Dollars in thousands, except per share amount: (Unaudited)  (Unaudited)
BASIC EPS
Net income (loss) as report $ (8,805 $ 12,49¢
Income (loss) per Class A Shz $ (0.1¢) $ 0.2z
Weighted average number of shares usicalculation (in thousand. 56,13 56,15¢
DILUTED EPS
Net income (loss) as report $ (8,805 $ 12,49:
Income (loss) per Class A Sh $ (0.1¢) $ 0.2z

Weighted average number of shares usicalculation (in thousand: 56,13 56,60!




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 not coragajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, andtfee periods presented in 1
report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repogtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs tbesigned und

our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finahcgporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finanai@porting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsatisclosure controls and procedures and pres@ntads report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveydtlis report based
such evaluation; ar

d) Disclosed in this report any change in thgistrants internal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabr that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent functions)

a) All significant deficiencies and material weaknesge the design or operation of internal controkiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; anc

b) Any fraud, whether or not material, that involveg@magement or other employees who have a signifioaet in the
registran’'s internal control over financial reportir

/s/ Yosef A. Maimar

Date: May 5, 201! Yosef A. Maimar

Chairman of the Boar
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION

I, Irit Eluz, certify that:

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

2. Based on my knowledge, this report does not coragajnuntrue statement of a material fact or omitade a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisletding with respect to t
period covered by this repo

3. Based on my knowledge, the financial statements,atimer financial information included in this repdairly present in all materi
respects the financial condition, results of operst and cash flows of the registrant as of, andtfee periods presented in 1
report;

4. The registrant's other certifying officer and | aesponsible for establishing and maintaining disate controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15€)) and internal control over financial repogtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurbs tbesigned und

our supervision, to ensure that material infornratielating to the registrant, including its condated subsidiaries, is me
known to us by others within those entities, pattidy during the period in which this report isifige prepared

b) Designed such internal control over financial réipgr, or caused such internal control over finahcgporting to b
designed under our supervision, to provide readenaksurance regarding the reliability of finanai@porting and tt
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registsatisclosure controls and procedures and pres@ntads report our conclusio
about the effectiveness of the disclosure contral$ procedures, as of the end of the period coveydtlis report based
such evaluation; ar

d) Disclosed in this report any change in thgistrants internal control over financial reporting thatcomed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annuabr that has material
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrang’ other certifying officer(s) and | have disclosbdsed on our most recent evaluation of internatrobover financie
reporting, to the registrant's auditors and theitaadmmittee of the registrast’board of directors (or persons performing
equivalent functions)

a) All significant deficiencies and material weaknesge the design or operation of internal controkiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; anc

b) Any fraud, whether or not material, that involveg@magement or other employees who have a signifioaet in the
registran’'s internal control over financial reportir

/sl Irit Eluz

Date: May 5, 201! Irit Eluz

CFO and Senior Vice Preside-
Finance and Treasur




Exhibit 32.1

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

In connection with the quarterly report of Ampal-Arican Israel Corporation (the “Company”) on FortaQ for the period ending March :
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), eacthefundersigned executive officers of
the Company certifies, to the best of such exeeutificer's knowledge, pursuant to Rule 13a-14(fjer the Securities Exchange Act of
1934 and 18 U.S.C. Section 1350, as adopted pursu&ection 906 of the Sarbanes-Oxley Act of 2@bat:

Q) The Report fully complies with the requiremts of Section 13(a) or 15(d) of the SecuritiesHaxge Act of 1934, as
amended; an

(2) The information contained in the Reportljapresents, in all material respects, the finahcondition and results of
operations of the Compan

/s/ Yosef A. Maimar /sl Irit Eluz

Yosef A. Maimar Irit Eluz

Chairman of the Board, President and C CFO and Senior Vice President Finance and Trea
Ampal-American Israel Corporatic Ampal-American Israel Corporatic

May 5, 201C May 5, 201C

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




