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

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON OCTOBER 20, 2004

Dear Shareholder:

You are cordially invited to attend the anlnmaeting (the “Annual Meeting”) of the sharehoklef Ampal-American Israel Corporation
(the “Company” or “Ampal”) which will be held at ¢hoffices of Bryan Cave LLP, 1290 Avenue of the Aicees, 31st floor, New York, NY
10104, on October 20, 2004, at 10:00 a.m., loo@ tito consider and act upon the following matters:

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

2.  To ratify the appointment of Kesselman & Kesseln@member firm of PricewaterhouseCoopers Internatibimited, as the
independent auditors of the Company for the figear ending December 31, 2004; :

3.  To transact such other business as may properlg ¢mfore said meeting or any adjournment(s) omoostment(s) thereof.
Information regarding the matters to be actiean at the Annual Meeting is contained in theoagaanying Proxy Statement.

The Board of Directors of the Company haedixhe close of business on September 30, 200vasc¢ord date for determining the
shareholders entitled to notice of, and to votéhat Annual Meeting or any adjournment(s) or posgmoent(s) thereof.

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

By Order of the Board of Directors,

JACK BIGIO
President and Chief Executive Officer

Tel Aviv, Israel
October 8, 2004

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




AMPAL-AMERICAN ISRAEL CORPORATION

PROXY STATEMENT
for
ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON OCTOBER 20, 2004

This Proxy Statement is being furnished ®hhblders of Class A Stock, $1.00 par value (th@s€A Stock”), of Ampal-American Israel
Corporation (the “Company” or “Ampal”) in conneatiovith the solicitation of proxies by the Board@ifectors (the “Board” or “Board of
Directors”) for use at the annual meeting of thareholders of the Company to be held on Octobe2@®4, and at any adjournment(s) or
postponement(s) thereof (the “Annual Meeting”). Thailing address of our principal executive offisd 11 Arlozorov Street, Tel Aviv,
Israel 62098. This Proxy Statement and enclosexdyprard are first being mailed to the shareholdéthe Company entitled to vote at the
Annual Meeting on or about October 8, 2004. In fhoreto present the information contained in tRi®xy Statement in a clear manner, the
Company has decided to use a question and ansmeatfo

Q: What am | voting on?

Election of Ampal’s eight directors for oneay terms, and ratification of the appointment eéelman & Kesselman, a member firm of
PricewaterhouseCoopers International Limited (“leéssin & Kesselman”), as the independent auditoth@fCompany for the fiscal year
ending December 31, 2004.

Q: Who is entitled to vote?

Holders of the Class A Stock as of the clafSeusiness on September 30, 2004 (the “Record’patte entitled to notice of, and to vote at,
the Annual Meeting. As of such date, the Compard/18872,305 shares of Class A Stock outstandixguding treasury shares). Each
shareholder is entitled to one vote for each shafdass A Stock held on the Record Date. The (AaSsock does not have cumulative vot
rights.

Q: How can | get a copy of Ampal’'s Annual Report on Fan 10-K?

Upon request, the Company will provide, withoharge to any shareholder entitled to vote @tthnual Meeting, a copy of Ampal’s
annual report on Form 10-K to the Securities anchBrge Commission (the “SEC”) for the fiscal yededd December 31, 2003. Such
request should be made to the Secretary of the @oyngit the address shown on the accompanying Naftidanual Meeting of Shareholde
The Company’s annual report on Form 10-K, as weltsother filings with the SEC, are available thia Internet at the Company’s website
at http://www.ampal.com and at the SEC’s websitattgt//www.sec.gov.

Q: How can | review Ampal’s financial statements for he fiscal year ended December 31, 2003?

A copy of Ampal’s 2003 annual report on Far@iK containing the Company’s audited financiatestaents for the fiscal year ended
December 31, 2003 has been mailed with this PréageBent to all holders of Class A Stock entitieddte at the Annual Meeting on or
about October 8, 2004.




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

As of the Record Date, Y.M. Noy Investmentd.l("Noy”) was the holder of approximately 59.13#the outstanding Class A Stock.
Noy is the only holder of more than 5% of the ClAsStock known to the Company. (S“Security Ownership of Certain Beneficial Owners”
regarding the principal shareholders.) Noy hassatlithe Company that it will vote in favor of thed®d's slate of nominees for directors and
in favor of the ratification of the appointmentkésselman & Kesselman as the independent auditdhe €Company for the fiscal year
ending December 31, 2004.

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

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

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

Some of the directors of Ampal, senior manag® of Ampal and representatives of Mellon InveServices, the Company’s transfer
agent, will be present at the Annual Meeting. Aidaially, representatives of Kesselman & Kesselmdargm the Audit Committee of the
Board has appointed to be the Company'’s indeperadatitors for the fiscal year ending December 8042 are expected to be present, will
have an opportunity to make a statement if theyrelés do so and will be available to respond tprapriate questions from shareholders.

Q: What constitutes a quorum?

The holders of record of one-third of thestamding Class A Stock entitled to vote at any mgeadf shareholders constitute a quorum for
the Annual Meeting. Since as of the Record Dat878305 of Class A Stock were outstanding (exclgdieasury shares), a quorum equals
6,624,102 shares of Class A Stock. All votes wéllthbulated by the inspector of elections appoifdethe meeting. The inspector of
elections will also determine whether or not a guois present.

Q: How do | vote using the proxy?

Sign your name exactly as it appears in thayy and return it in the enclosed prepaid enveldp YOU SIGN YOUR PROXY BUT DO
NOT INDICATE YOUR VOTING PREFERENCES, YOUR VOTE WILBE COUNTED FOR ALL OF THE BOARI'S NOMINEES FOR
DIRECTORS AND THE RATIFICATION OF THE COMPANY’'S INBPENDENT AUDITORS. THE PROXIES, IN THEIR
DISCRETION, ARE AUTHORIZED TO VOTE UPON ANY OTHER MTTERS THAT MAY PROPERLY COME BEFORE THE
ANNUAL MEETING OR ANY ADJOURNMENT(S) OR POSTPONEMENS) THEREOF.

Q: May | revoke my proxy?

A proxy may be revoked at any time befoiis &xercised at the Annual Meeting by notifying @@mpany’s Secretary in writing or by
returning a later-dated proxy. You may also reveder proxy by voting in person at the meeting (althh your attendance at the Annual
Meeting will not in and of itself constitute revaiza of a proxy).




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

The election of a nominee director requirgduaality of the votes cast by the holders of slsagntitled to vote at the Annual Meeting.
(Proxies cannot be voted for a greater number fgues than the number of nominees listed in theyP&tatement.) The Board of Directors
of Ampal unanimously recommends the election offtilewing persons to the Board of Directors: YogeMaiman, Jack Bigio, Leo
Malamud, Dr. Joseph Yerushalmi, Michael Arnon, Yadicarni, Eitan Haber and Menahem Morag. Set foetow is information about ea
nominee, including biographical data for at lehstlast five years.

Q: How many votes are needed for the ratification oftte appointment of Kesselman & Kesselman as the indendent auditors of
the Company for the fiscal year ending December 320047

The ratification of the appointment of Kessah & Kesselman as the independent auditors o€tmpany for the fiscal year ending
December 31, 2004 requires a plurality of the votest by the holders of shares entitled to votee@®Annual Meeting. The Board of Directt
of Ampal unanimously recommends the ratificatiorthaf appointment of Kesselman & Kesselman as thepaay’s independent auditors for
the fiscal year ending December 31, 2004.

Q: Can | abstain?

Yes, however, abstentions and “broker nores/di.e., shares held by a broker or nominee whrehrepresented at the meeting, but with
respect to which the broker or nominee is not engyed to vote on a particular matter) will be codrfier purposes of determining a quorum
but will not have any effect on the election ofeditors or the ratification of the appointment af @ompany’s auditors. Abstentions and
broker non-votes will not be counted as votes frashr against any other matter which may propedgne before and be voted upon at the
meeting.

Q: Was there a change in the Independent Auditors ohe Company during the Company’s two most recent fisal years?

On June 19, 2002, the Company’s Audit Conaaitecommended to the Board to dismiss Arthur AsetetLP (“Andersen”) as the
Company'’s independent auditors and to engage Kaaset Kesselman as the Company’s independent aadio2002. As recommended
by the Audit Committee, on June 19, 2002, the Boanthinated and engaged Kesselman & Kesselman &otinganys independent auditc
to replace Andersen. None of Andersen’s reportherCompany’s consolidated financial statementsherpast two years contained an
adverse opinion or a disclaimer of opinion, or waalified or modified as to uncertainty, audit se@w accounting principles.

During the two most recent fiscal years endedember 31, 2001, and through June 19, 2002 there no disagreements between the
Company and Andersen on any matter of accountimgiptes or practices, financial statement disclesor auditing scope or procedure,
which, if not resolved to Andersen’s satisfactimould have caused Andersen to make reference tsuthject matter in connection with its
report on the Company’s consolidated financialstents for such years; and there were no reporéailets, as defined in Item 304(a)(1)(v)
of Regulation S-K.

The Company provided Andersen with a copthefforegoing statements and received a letter fkoatersen stating its agreement with
such statements. The Company filed this letteinasxaibit to its current report on Form 8-K filedtivthe SEC on June 20, 2002.
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During the Company’s two most recent fisaedns ended December 31, 2001, and through Jur#®Q®, the Company did not consult
Kesselman & Kesselman with respect to the appticadf accounting principles to a specified transacteither completed or proposed, or
type of audit opinion that might be rendered onGloenpany’s consolidated financial statements, grraatters or events set forth in Items
304(a)(2)(i) and (ii) of Regulation S-K.

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

The management does not presently know ob#imgr matters which will be brought before the AahMeeting. If, however, other
matters requiring the vote of the shareholdersnoet known or contemplated, do properly come befloeemeeting or any adjournment or
postponement thereof, it is the intention of thespes named to vote the proxies held by them inraemce with their judgment in such
matters.

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

Q: How many directors does Ampal have?

The Company’s By-Laws provide that the enficard shall be constituted of not less than tlarenot more than twenty-nine persons,
with the actual number serving set by the Boaradmnection with the nomination of the persongtsbelow to the Board of Directors, the
Board set the number of directors at eight. Ther8oacommends that the shareholders elect the paghons nominated by the Board.

Q: Who recommended the Company’s slate of nominees?
All of the nominees for directors were nont@thby the Board and recommended by management.

Q: Who are the Board’s nominees for directors?

The following is a description of each of ti@minees for director setting forth their agesjrtprincipal occupations and employment
during the past five years and their tenure orBibard.

Name Age Position with Ampal Director Since
Yosef A. Maiman 58 Chairman of the Board and Divect 2002
Jack Bigio 38 President, Chief Executive Officed &irector 2002
Leo Malamud 52 Director 2002
Michael Arnon 78 Director 1986
Dr. Joseph Yerushalmi 66 Director 2002
Yehuda Karni 75 Director 2002
Eitan Haber 64 Director 2002
Menahem Morag 53 Director 2004




YOSEF A. MAIMAN has been the Chairman of B@ard of Ampal since April 25, 2002. Mr. Maiman Hzeen President and Chief
Executive Officer of Merhav M.N.F. Ltd. (“Merhav"ne of the largest international project developno®mpanies based in Israel, since its
founding in 1975. Mr. Maiman is also the Chairméthe Board of Directors of Channel Ten, a comnadrglevision station in Israel, the
Chairman of the Board of Eltek Ltd. (“Eltek”), awddoper and manufacturer of printed circuit boaedsjember of the Board of Directors of
the Middle East Task Force of the New York CoundilForeign Relations, Honorary Consul to IsradPefu and Special Ambassador for the
Government of Turkmenistan. Mr. Maiman is also mendf the Board of Trustees of the Tel Aviv UningrsChairman of the Israeli Board
of the Jaffee Center for Strategic Studies at TV AJniversity, a member of the Board of Governof88en Gurion University, and the
Chairman of the Board of Trustees of the Intermatid’olicy Institute for Counter Terrorism.

JACK BIGIO, has been the President and Chiefcutive Officer of Ampal since April 25, 2002,daa director of Ampal since March
2002. From 1998 until April 2002, Mr. Bigio heldni@us officer positions at Merhav, most recentlyttas Senior Vice President - Operations
and Finance. Mr. Bigio is also a director of Eltek.

LEO MALAMUD has been a director of Ampal sinlarch 2002. Since 1996, Mr. Malamud has servetieSenior Vice President of
Merhav. Mr. Malamud is also a director of Eltek.

MICHAEL ARNON was Chairman of the Board ofrBétors of Ampal from November 1990 until July 19@4hen he retired. Mr. Arnon
has been a director of Ampal since 1986. From 1886 until November 1990, Mr. Arnon was Presidertt &hief Executive Officer of
Ampal.

Dr. JOSEPH YERUSHALMI has been Senior Vicedfttent - Head of Energy and Infrastructure PrejeEMerhav since 1995. He has
been a director of Ampal since August 16, 2002.

YEHUDA KARNI was a senior partner in the law firmhleiron Karni Sarov & Firon, from 1961 until histir@ment in 2000. He has bee
director of Ampal since August 16, 2002.

EITAN HABER was the Head of Bureau for thenfier Prime Minister of Israel, Yitzhak Rabin, frahaly 1993 until November 1995.
Since 1996, Mr. Haber has been the President aief Ekecutive Officer of Geopol Ltd., which represethe Korean conglomerate Sams
in Israel and the Middle East; Kavim Ltd., a protioie and project development company; and Adar Estdte Ltd., a real estate company.
Mr. Haber is also a member of various non-profifasrizations. He has been a director of Ampal shkogust 16, 2002.

MENAHEM MORAG has been a director of Ampaie January 27, 2004. From 1996 to 1999, Mr. Merag the Head of Finance and
Budget at the Israeli Prime Minister’s office inlPeviv. From 1999 to 2001, Mr. Morag was the Cofisnand Ombudsman at the Israeli
Prime Minister’s office in Tel Aviv. From 2001 t®23, Mr. Morag was the Head of Human Resources Dapat at the Israeli Prime
Minister’s office in Tel Aviv. Since 2003, Mr. Mogahas been the Head of the Council of the Pensiohgsociation of the Israeli Prime
Minister’s office in Tel Aviv.

Q: What happens if a nominee becomes unavailable fotegtion?

In case any nominee should become unavaifabklection to the Board for any reason, whicprissently neither known nor
contemplated, the persons named in the proxy wailetdiscretionary authority in that instance toevibe proxies for a substitute.
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Q: How long will each director serve?

Each director will serve for a term of on@yand until his successor shall be elected anlifigda

Q: What type of compensation do directors receive?

During the fiscal year ended December 3132@ectors of Ampal (other than Mr. Bigio) recei$750 per meeting of the Board
attended. Since January 1, 2004, Directors of Artgthker than Mr. Bigio) receive $1,500 per meetifighe Board attended. The Chairma
the Board receives $2,000 per meeting of the Battehded. Such persons also receive the same afooattendance at meetings of
committees of the Board, provided that such conemitheetings are on separate days and on a daytlwinethe day of a regularly scheduled
Board meeting.

On August 16, 2002, each of Yehuda Karni,ided Arnon and Eitan Haber, each of whom is a nopleyee director of the Company,
were issued 15,000 options under the 2000 Plannzhpse shares of Class A Stock of the Company exercise price of $3.12 per share,
closing price of the Class A Stock on The NasdaglSMarket, Inc. on the date of issuance. On Aud@@s2002, Dr. Joseph Yerushalmi and
Leo Malamud, each of whom is a non-employee diraatthe Company, were issued 100,000 and 150,p@60rts, respectively, under the
2000 Plan to purchase shares of Class A Stockeo€timpany at an exercise price of $3.12 per sttagelosing price of the Class A Stock
The Nasdaq Stock Market, Inc. on the date of issela®@n March 24, 2004, Menahem Morag, who is aerapioyee director of the
Company, was issued 15,000 options under the 2G0O0t® purchase shares of Class A Stock of the Gompat an exercise price of $3.13
share, the closing price of the Class A Stock oa Nasdaq Stock Market, Inc. on the date of issuance

Q: Does the Board of Directors have any committees?

Yes. The Board of Directors has the followstgnding committees: Audit Committee, Executiven@uttee and Stock Option and
Compensation Committee. The Board will elect newnioers to the committees following the Annual MegtiFor the fiscal year ended
December 31, 2003, the members, activities andifumeof the various committees are set forth belovaddition, the reports of the Audit
Committee and Stock Option and Compensation Coreendte also set forth below.

Because Noy owns more than 50% of the vagimger in the Company, the Company is deemed to“berdrolled company” under the
rules of the Nasdag National Market (“Nasdaqg”).ad®sult, the Company is exempt from the Nasdazsrihlat require listed companies to
have (i) a majority of independent directors onBmard, (i) a compensation committee and nomigatiommittee composed solely of
independent directors, (iii) the compensation afanive officers determined by a majority of indegent directors or a compensation
committee composed solely of independent dire@nds(iv) a majority of the independent director@arominating committee composed
solely of independent directors elect or recomndinector nominees for selection by the Board.

Code of Business Conduct and Ethics

The Company has adopted a (i) Code of Efbicthe Company’s Senior Financial Officers anii@ode of Conduct applicable to all of
the Company’s employees and directors. These coadesh are both designed to insure that the Cotyipadusiness is conducted in a
consistently legal and ethical manner, addressfgpaceas of professional conduct, including cantél of interest, fair dealing and the strict
adherence to all laws and regulations applicabtegaconduct of the Company’s business. Copie¢seoCompanys Code of Ethics for Seni
Financial Officers and Code of Conduct are avadai the Company’s website at www.ampal.com.
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Communications Between Shareholders and the Board ®irectors

Shareholders and other interested persokinge® communicate with the Board should submit edmmunications in writing to the
Company'’s Secretary, Ampal-American Israel Corporatl11 Arlozorov Street, Tel Aviv, Israel 620981y such communication must state
the number of shares beneficially owned by theedih@der making the communication. The Company’s&eary will forward such
communication to the full Board or to any individldarector or directors to whom the communicatisrirected.

Policy Governing Director Nominations

As stated above, because Noy owns more ©%nd the voting power in the Company, the Compiardeemed to be a “controlled
company” under the Nasdaq rules. Because the Conipan‘controlled company”, the Board has electetito establish a separate
nominating committee or formal rules governing diog2 nominations from shareholders. In the evernyf vacancy on the Board, or in the
event that the Board is to be expanded, the Bodrd&termine at such time the appropriate proceddor filling the vacancy or additional
position. The Board may decide at such time to@izk a committee of the Board of Directors to amtdhe search for a director and to
recommend nominations to the full Board of Direstor

Minimum Qualifications. The Company does not set specific criteria forales except to the extent required to meet appléckegal,
regulatory and stock exchange requirements, inctydiut not limited to, the independence requiresiehthe Nasdaq and the SEC, as
applicable. Nominees for director will be seleatedthe basis of outstanding achievement in thesqel careers; board experience; wisd
integrity; ability to make independent, analytizgjuiries; understanding of the business envirortireerd willingness to devote adequate t
to the Board duties. While the selection of quedifdirectors is a complex and subjective procestsréiyjuires consideration of many
intangible factors, the Board believes that eackottir should have a basic understanding of (ijgipal operational and financial objectives
and plans and strategies of the Company, (ii) tesifiloperations and financial condition of the Qamy and of any significant subsidiaries
and investee companies, and (iii) the relativeditajmof the Company, its business segments andtegeompanies in relation to it
competitors.

The Board also may consider (i) whether a candidatgld be deemed to be “independent” under theiegdpe laws, rules and regulations,
(i) whether the candidate’s existing business caments would interfere with the candidate’s apitib devote sufficient time to discharge
his or her duties as a director and (i) the ingfutloy, the Company’s majority shareholder.

Audit Committee

The Audit Committee currently consists of gkss Arnon, Karni, Haber and Morag, each of whommnisndependent director as defined
under the rules of the National Association of $ities Dealers, Inc. and the rules promulgatedheySecurities and Exchange Commission.
From January 1, 2003 through January 26, 2004Atitit Committee was composed of Messrs. Arnon, Kama Haber. Mr. Morag becam
member of the Audit Committee on January 27, 200&. Board has determined that Mr. Morag is an “ecainmittee financial expert” for
purposes of the rules promulgated by the SecuatiesExchange Commission. The Audit Committee hald meetings and acted once by
written consent during the fiscal year ended Deaamti, 2003.




The Audit Committee assists the Board inilfirify its responsibility to oversee managementaduct of the Company’s financial
reporting process, including the review of the fficial reports and other financial information piaed by the Company to any governmental
or regulatory body, the public or other users thgrte Company’s systems of internal accounting) famancial controls, and the annual
independent audit of the Company’s financial statets. The Audit Committee also has the duty anparesibility of approving all
transactions between the Company, on the one laaddany officer, director, or affiliate thereof, thre other hand, or in which any officer,
director or affiliate has a material interest. Al fiescription of the Audit Committee’s primary pessibilities is contained in the Audit
Committee’s written charter, a copy of which islinted as Appendix A to this Proxy Statement.

Report of the Audit Committee

To the Board of Directors of Ampal-American Isr&srporation:

We have reviewed and discussed with manageme@dh®any’s audited financial statements as of anthioyear ended
December 31, 200:

We have discussed with Kesselman & Kesselman thieereaequired to be discussed by Statement ontidkgdstandards No. 6
Communication with Audit Committees, as amende

We have received the written disclosures and tierlfom Kesselman & Kesselman required by Indepese Standards Board
Standard No. lindependence Discussions with Audit Committees, as amended, and have discussed with them tligipendence from t
Company and manageme

Based on the reviews and discussions referredaeeabve recommended to the Board of Directorsttimtudited financial
statements referred to above be included in thepgaoy s Annual Report on Form -K for the year ended December 31, 2C

AUDIT COMMITTEE

Michael Arnon, Chairman
Yehuda Karni

Eitan Haber

Menahem Morag

Audit Fees: The fees of Kesselman & Kesselman for professisanlices rendered for the audit of the Companyfaiahfinancial
statements for the fiscal years ended Decembe2@)3 and December 31, 2002 and reviewing the fiahatatements included in the
Company'’s quarterly reports on Form 10-Q were 3223 and $150,000, respectively. Fees billed tdtbepany by Andersen for reviewing
the financial statements included in the Companyarterly report for the fiscal quarter ended Ma8&h2002 amounted to $37,000.

Tax Fees:Kesselman & Kesselman'’s tax fees for the fiscatyeaded December 31, 2003, were $103,600. NeetsWere billed for
services rendered by Andersen for the fiscal yaded December 31, 2002.
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All Other Fees: Kesselman & Kesselman'’s fees for other serviceghi®fiscal year ended December 31, 2003, were2$09,
respectively. No other services fees were billeds@rvices rendered by Andersen for the fiscal gealed December 31, 2002.

All of the services provided by our princiaicounting firm described above under the captiéuoglit Fees”, “Tax Fees” and “All Other
Fees” were approved by our Audit Committee. TheiAddmmittee has determined that the rendering ofgssional services described
above by Kesselman & Kesselman is compatible wiimtaining the auditor’s independence.

Audit Committee Pre-Approval Policies

The Company’s Audit Committee Charter prositieat the Audit Committee shall approve in advaaltaudit services and all non-audit
services provided by the independent auditors basgqablicies and procedures developed by the ATdihmittee from time to time. The
Audit Committee will not approve any non-audit seeg prohibited by applicable SEC regulations or sgrvices in connection with a
transaction initially recommended by the indepen@®ditor, the purpose of which may be tax avoigaened the tax treatment of which may
not be supported by the Internal Revenue Codeelatkd regulations.

Our Audit Committee requires that our indegmt auditor, in conjunction with our Chief FinaslaDfficer, be responsible for seeking pre-
approval for providing services to us and that seguest for pre-approval must inform the Audit Coittee about each service to be provided
and must provide detail as to the particular serticbe provided.

Executive Committee

The Executive Committee meets as necessameba regularly scheduled meetings of the Board emasistent with certain statutory
limitations, exercises all authority of the Boabuiring the fiscal year ended December 31, 2003Etexutive Committee of the Board was
composed of the following individuals: Jack Bigi®@o Malamud, Dr. Joseph Yerushalmi and Yehuda Karni

The Executive Committee did not hold any rimggst but acted three times by written consent duttire fiscal year ended December 31,
2003.

Stock Option and Compensation Committee

The Stock Option and Compensation Committerimisters the Company’s stock option plans anérotiption grants and determines the
Company’s policies regarding executive compensaamce August 16, 2002, the members of the Stqatio® and Compensation
Committee are Michael Arnon, Yehuda Karni and Eltaber. The Stock Option and Compensation Committeteone time and acted once
by written consent during the fiscal year endedddgmer 31, 2003.




Report of the Stock Option and Compensation Conesitt

The Stock Option and Compensation Committee’s eékacagompensation policy strives to provide compeios rewards based
upon both corporate and individual performance &hikintaining a relatively simple compensation paagin order to avoid the
administrative costs which the Stock Option and @ensation Committee believes are inherent in malépmplex compensation plans
and agreement

The determination of compensation ranges for exexofficers reflect a review of salaries and bawor executive officers holdii
similar positions in companies of relatively comgdale size and orientation. However, in making comspéon decisions, the Stock
Option and Compensation Committee remains cogniziatie Board of Directors’ responsibility to enlearshareholder value. The Stock
Option and Compensation Committee utilizes cashubes, when it feels a bonus is merited, basedaarfasuch as an executive’s
individual performance. The Company has availabiting-term incentive for executives to both remiaithe employ of the Company
and to strive to maximize shareholder value throtingh1998 Plan and 2000 Plan, which aligns thedsts of executives with those of
shareholders

Determination of Jack Bigio’s compensation as tbenfany’s Chief Executive Officer for the fiscal yesded December 31, 2003
reflects a comparison with chief executive officempensation of companies of relatively comparalde and orientation, but also
reflects recognition of Mr. Bigio’s ongoing contution to the growth, success and profitabilitytod Company. On August 16, 2002, Mr.
Bigio was granted 150,000 options pursuant to B@ZPlan to purchase shares of Class A Stock dEtdmpany at an exercise price of
$3.12 per share, the closing price of the Classo&lSon The Nasdaq Stock Market, Inc. on the dhtssoance. These options vest in
equal installments of 9,375 shares beginning oneldyer 16, 2002 and each three month anniversanyatfter, except that a portion of
the options may vest on an accelerated basis Uqgoachievement of certain performance criteriandgotiating the number of shares
subject to the option grant, the Stock Option anth@ensation Committee took into account the pasbviogrants made to other
executive officers, Mr. Bigio’s rank and responkiigis and Mr. Bigio’s expected contributions t@t@ompany. In addition, the Stock
Option and Compensation Committee sought to proaidignificant incentive for Mr. Bigio to enhandeckholder value. Mr. Bigio did
not receive an additional option grant during 2(

STOCK OPTION AND COMPENSATION COMMITTEE
Michael Arnon, Chairman
Yehuda Karni

Eitan Haber
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The current members of the Stock Option aacth@ensation Committee are Mr. Michael Arnon, Mrh¥da Karni and Mr. Eitan Haber,
none of whom is an officer or employee or formdicef or employee of the Company (other than Mmdxr who previously served as
Chairman of the Board of Directors of the Companoyrf November 1990 until July 1994 and President@miéf Executive Officer of the
Company from July 1986 until November 1990). Dur2@®3, no executive officer of the Company servedhe Stock Option and
Compensation Committee, or the Board of Directd@nmther entity whose executive officer(s) sereadhe Company’s Stock Option and
Compensation Committee of the Board of Directors.

Q: Did all directors attend all of the Board and Commitee meetings in 2003?

All directors attended more than 75% of thgragate of (1) the total number of meetings ofBbard held during the fiscal year ended
December 31, 2003 for which such individual wasraatior and (2) the total number of meetings heglédlbcommittees of the Board on
which such individual served in the fiscal year@th@®ecember 31, 2003 (during the period of suchic®): In total, the Board held eight
regularly scheduled meetings during the fiscal yaated December 31, 2003 and acted once by weittesent during fiscal 2003.

Although the Company has no formal policyuieiqg director attendance at the Company’s anmesting of shareholders, the Chief
Executive Officer, who is currently a member of Beard of Directors, and the Chairman of the Board,both encouraged to attend the
annual meeting of shareholders. The other memifehe Board of Directors are welcome to attendaheual meeting of shareholders. Last
yeatr, five directors attended the Comf’s 2003 annual meeting of shareholders.

Q: Who are the Company’s executive officers?

Executive officers are elected annually by Board of Directors. The persons appointed byBiberd of Directors to serve as executive
officers are described below. The descriptions af Maiman, Chairman of the Board of Directors of pah and Mr. Bigio, Chief Executive
Officer and President of Ampal, can be found abwith the descriptions of the nominees for the Bodtuke following is a description of the
executive officers, other than Messrs. Maiman aigioBtheir ages, their positions and offices wMimpal or its subsidiaries and their
principal occupations and employment during the pas years.

SHLOMO SHALEYV, 42, has been Senior Vice Riest - Investments since May 2002. From August 1883ugh April 2002, Mr.
Shalev was Vice President of Ampal Industries @Brhatd, a wholly owned subsidiary of the CompaRyom August 1994 through July 19¢
Mr. Shalev was the Israeli Consul for Economic Afan the northwest region of the United States.

DAFNA SHARIR, 35, has been Senior Vice Presid Investments since May 2002. From March 19@8ugh April 2002, Ms. Sharir
was a Director of Mergers and Acquisitions of Amsldémited. From July 1998 through February 1999, Blsarir was an international tax
consultant at Kost Forer & Gabay, a member of E&n¥bung International.
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IRIT ELUZ, 37, has been the Chief Financi#ic@r, Vice President - Finance and Treasureresiday 2002. From January 2000 through

April 2002, Ms. Eluz was the Associate Chief Finah©fficer of Merhav. From June 1995 through Debem1999, Ms. Eluz was the Chief
Financial Officer of Kamor Group.

YORAM FIRON, 35, has been Secretary and Voesident - Investments and Corporate Affairs sMag 2002. During the preceding
five years, Mr. Firon was a Vice President of Merhad a partner in the law firm of Firon Karni Saé Firon.

AMIT MANTSUR, 34, has been Vice Presidentidstments since March 2003. From September 2060gh December 2002, Mr.
Mantsur served at Alrov Group as Strategy & Busiri2evelopment Manager. From February 1997 throwggtesnber 2000, Mr. Mantsur
was a projects manager at the Financial Advisoryi€es of KPMG Somekh Chaikin.

GIORA BAR-NIR, 47, has been the Controllerc& March 2002. During the preceding five years, Bér-Nir was the Controller of the
Israeli subsidiaries of Ampal.
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Q:

How are the Company’s executives compensated?

The table below presents information regaydemuneration paid for services to Ampal andutssgdiaries by the executive officers
named below during the three fiscal years endedbber 31, 2003, 2002 and 2001.

Name and Principal Year
Position

Yosef A. MaimarfV®

Annual

Compensatior
Salaries

$

506,84
324,37t

257,54
(10)

280,13(

211,55
116,19:

183,95¢
100,99:

167,09:
149,22!

143,09

155,95!

106,18¢
43,49¢

64,05:
25,72¢

55,69¢
21,95¢

34,25«
63,24(
61,40¢

Long-Term
Compensation

Other
Annual
Compensatior
(6)
$

25,57(
15,76!

71,77

150,00(

45,03:
90,00(

39,63!
78,50(

33,04¢
27,81¢

17,40¢

Number of
Securities
Underlying

Options @

250,00

40,74(

25,06¢

21,73¢

90,00(
20,00(®

All
Other
Compensatior
(8)
$

2,00z

41C

88,38¢

48,04

42,00(

41,71
37,27¢
36,137

Mr. Maiman has been employed by Ampal since Agsil 2002 as Chairman of the Board. Mr. Maiman igtledtto receive a base

Mr. Bigio has been employed by Ampal since April 2602 as President and CEO. Mr. Bigio is entittececeive a base salary of

Mr. Shalev was appointed Senior Vice Presidenheéstment since May 21, 2002.

Represents the number of shares of Class A Staiériying options granted to the named executivieerfs.

Comprised of Ampal (Israel’s) contribution pursusmt(i.) Ampal (Israel’s) pension plan and (ii.ympal (Israel’s) education fund

Chairman of the Boar 200s¢
200z
Jack Bigio@©®) 200¢
President and CE 200z
Dafna Sharif*)©) 200¢
Senior Vice Presidel 200z
Investment:
Irit Eluz 4)©) 2002
CFO- Vice Presiden 200z
Finance and Treasur
Shlomo Shale¥® 200
Senior Vice Presidel 200z
Investmen 2001
1) \ 2
salary of $483,000 (payable in NIS) per annum (pleisefits
2) _
$250,000 (payable in NIS) per annum (plus bene
3)
(4) Employed by Ampal since April 25, 2002.
(5) Expired on February 20, 2003.
(6) Consists of amounts reimbursed for the paymeraadd.
(1)
8 : _
and (iii.) use of car and (iv.) use of mobile phc
(9) Entitled to six months of annual base salary upohamge of control of Ampal.
(10)

Includes $86,481 payment advance that has beemegton February 1, 2003.
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Q: How many options do the executive officers own?

Fiscal Year-End Option Values

Number of Securities Underlyir Unrealized Value of
Unexercised Options at Fiscal Year In-the-Money Options

Ended December 31, 2003

Name Exercisable Unexercisable Exercisable Unexercisable

Yosef A. Maimar 78,12¢ 171,87 $ 243,75( $ 536,25(
Jack Bigio 46,87¢ 103,12! $ 146,25( $ 321,75(
Dafna Sharii 28,12¢ 61,87 $ 87,75( $ 193,05(
Irit Eluz 24,53: 53,96¢ $ 76,53 $ 168,38
Shlomo Shaler 28,12¢ 61,87 $ 87,75( $ 193,05(

Option Grants In Last Fiscal Year

No stock options to purchase our Clagd@ck were granted to our named executive offidering fiscal year ended December 31,
2003.

Q: What other benefits does the Company provide for # employees?

Ampal maintains a money purchase pension Rension Plan”) for its eligible employees. Elig employees are all full-time
employees of Ampal except non-resident aliens detie United States, night-shift employees and@yeps represented by a collective
bargaining unit. Ampal’s contribution is equal % 0f each employee’s compensation plus 5.7% ottmepensation in excess of the Social
Security taxable wage base for that year. As oRbeord Date, Ampal has no employees entitled yabenefits under the Pension Plan.

Employees become vested in amounts contdduteAmpal depending on the number of years ofisenas provided in the following
table:

Years of Service Vested
Percentage

less than 2 yeal 0%
2 but less than 3 yea 20%
3 but less than 4 yea 40%
4 but less than 5 yea 60%
5 but less than 6 yea 80%
6 or more year 100C%
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Benefits under the Pension Plan are paidimg sum, in an annuity form or in installments.

Ampal maintains a savings plan (the “SaviRtm”) for its eligible employees pursuant to See#01(k) of the Internal Revenue Code of
1986, as amended (the “Code”). Eligible employeesall employees of Ampal except non-resident alieght-shift employees and
employees represented by a collective bargainititg Rarticipation by employees in the Savings Réavoluntary. Participating employees
may direct that a specific percentage of their ahoampensation (up to 15%) be contributed to adisdcted 401(k) savings account. The
amount which any employee could contribute to hiser 401(k)savings account in 2003 was limitedeuritle Code to $11,000. Effective
January 1, 1996, the Savings Plan was amendedstaAitipal matches 50% of each employee’s contributip to a maximum of 3% of the
employee’s compensation. Employees who were edigibparticipate in the Savings Plan as of Decer8hel 995, are 100% vested at all
times in the account balances maintained in th&l(l)) savings account. As of the Record Date, Arhpalno employees entitled to any
benefits under the Pension Plan. Employees whontbeedigible to participate in the Savings Plan oafter January 1, 1996, become vested
in amounts contributed by Ampal depending on thmlper of years of service, as provided in the foitmptable:

Years of Service Vested
Percentage

Less than 2 yeal 0%
2 but less than 3 yea 20%
3 but less than 4 yea 40%
4 but less than 5 yea 60%
5 but less than 6 yea 80%
6 or more year 100%

Benefits under the Savings Plan are requodie paid in a single, lump-sum distribution. Pawiris usually made after termination of
employment.

Q: Does Ampal have an active stock option plan?

In March 1998, the Board approved a Long-Taroentive Plan (71998 Plan™) permitting the gitarg of options to all employees,
officers, directors and consultants of the Compamy its subsidiaries to purchase up to an aggredat@0,000 shares of Class A Stock. The
1998 Plan was approved by a majority of the Comigastyareholders at the June 19, 1998 annual meetisigareholders. The plan remains
in effect for a period of ten years. As of DecemBgr2003, 119,100 options of the 1998 Plan arstaunding.

On February 15, 2000, the Stock Option Committgaedecessor committee to the Stock Option and @osgiion Committee, approv
a new Incentive Plan (“2000 Plan”), under which @@mpany has reserved 4 million shares of Clas$8kS permitting the granting of
options to all employees, officers and directotse 000 Plan was approved by the Board of Dire@besmeeting held on March 27, 2000
and was approved by a majority of the Compargjiareholders at the June 29, 2000 annual mestsigareholders. The plan remains in et
for a period of ten years. As of December 31, 200377,000 options of the 2000 Plan are outstanding

The options granted under the 1998 Plan la@@®00 Plan (collectively, the “Plans”) may bdeitincentive stock options, at an exercise
price to be determined by the Stock Option and Gamsption Committee (the “Committedsiit not less than 100% of the fair market valu
the underlying options
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on the date of grant, or non-incentive stock ofgja@t an exercise price to be determined by therfiiiee. The Committee may also grant, at
its discretion, “restricted stock,” “dividend egalent awards,” which entitle the recipient to reeeilividends in the form of Class A Stock,
cash or a combination of both and “stock appremfatights,” which permit the recipient to receiveamnount in the form of Class A Stock,
cash or a combination of both, equal to the nurobshares of Class A Stock with respect to whighrights are exercised multiplied by the
excess of the fair market value of the Class A lStotthe exercise date over the exercise price.optiens granted under the Plans were
granted either at market value or above.

Under each of the Plans, all granted but unvegbtidres become immediately exercisable upon theroenoe of a change in control of
Company. On February 26, 2002, the controlling shalider of the Company, Rebar Financial Corp.,edjte sell all of its stock in the
Company to Y.M. Noy Investments Ltd. Accordinglyl,@ptions granted but unvested under the Plangiwemediately exercisable.

THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO THE C OMPANY'S
CLASS A STOCK

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

The following graph compares the percentdgage in cumulative total return (change in thelsfwrice plus reinvested dividends) of
Ampal Class A Stock, the S&P composite - 500 Inded a peer group index composed of Koor Indusfaedsraeli holding company) and
First Israeli Fund (an American closed-end fund #tajuires equity interests in companies locatddrael) for the period December 31, 1998
through December 31, 2003. The stock price perfagasa shown on the graph are not intended to farecd® indicative of future price
performance.
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PERFORMANCE GRAPH
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Q: Who are Ampal’s principal shareholders?

The following table sets forth information as ofp8amber 24, 2004, as to the holders known to Amgal beneficially own more than £
of the Class A Stock, the only outstanding serfesoting securities of Ampal. For purposes of cotagion of the percentage ownership of
Class A Stock set forth in the table, conversioamf 4% Cumulative Convertible Preferred Stock (4% Preferred Stock”) and 6 1/2%
Cumulative Convertible Preferred Stock (the “6 1/R%ferred Stock”) owned by such beneficial owres been assumed, without increasing
the number of shares of Class A Stock outstandynantounts arising from possible conversions of eotilble securities held by shareholders
other than such beneficial owner. As of SeptemBeRR04, there were 19,872,305 (not including wieashares) shares of Class A Stock of
Ampal outstanding. In addition, as of September2®04, there were 540,301 (not including treasharas) non-voting shares of 6 1/2%
Preferred Stock outstanding (each convertible 3nsbares of Class A Stock) outstanding and 121(3&2including treasury shares) non-
voting shares of 4% Preferred Stock outstandingh(eanvertible into 5 shares of Class A Stock).
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Name and Address
of Beneficial Owner

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

Yosef A. Maimar

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

Ohad Maimar

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

Noa Maimar

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

Security Ownership of Certain Beneficial Owners

Title of Class

Class A Stocl

Class A Stocl

Class A Stocl

Class A Stocl

Percent

Amount of Shares of Outstanding
and Nature Shares of
of Beneficial Ownership Class A Stock
11,750,132 sh® 59.19%
11,890,757 sh®®) 59.429%
11,750,132 sh® 59.1%%
11,750,132 sh® 59.1%%

(1) Consists of 11,750,132 shares of Class A Stock dieddttly by Y.M Noy Investments Ltd. Yosef A. Maam owns 100% of the
economic shares and one-third of the voting shafr&ky. In addition, Mr. Maiman holds an optionaoquire the remaining two-
thirds of the voting shares of Noy (which are catieowned by Ohad Maiman and Noa Maiman, the sahdaughter, respectively,

of Mr. Maiman).

(2)  Includes 140,625 shares of Class A Stock underlgptions which are presently exercisable as ofé&eper 24, 2004 or exercisable
within 60 days of such date by Mr. Maim:
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Q: What percentage of Class A Stock do the directorsna officers own?

The following table sets forth information@fsSeptember 24, 2004 as to each class of eqeiityrgies of Ampal or any of its subsidiaries
beneficially owned by each director and named etkezwfficer of Ampal listed in the Summary Compatisn Table and by all directors and
named executive officers of Ampal as a group. Athership is direct unless otherwise noted. Theetdbks not include directors or named
executive officers who do not own any such shares:

Name Amount of Shares and Naturt Percent of Outstanding
of Beneficial Ownership Shares of
of Class A Stock Class A Stock

Yosef Maimar 11,890,751 59.4:%
Jack Bigio 84,3742 *
Shlomo Shale' 50,62:2)3) *
Dafna Sharil 50,6242 *
Irit Eluz 44,15€¢2) *
Leo Malamuc 84,3742 *
Dr. Josef Yerushalr 56,25(2) *
Eitan Habe! 8,436 *
Yehuda Karn 8,43¢@ *
Michael Arnon 23,43¢2 *
Menahem Moray 1,87 *
All Directors and Executive Officel

as a Grou| 12,303,35 60.22%

* Represents less than 1% of the class of securities.

(1) Attributable to 11,750,132 shares of Class A Stoekl directly by Y.M Noy Investments Ltd.. See “8g8ty Ownership of Certain
Beneficial Owners.” In addition, this represent® 625 shares underlying options for Yosef Maimaticlare presently exercisable
as of September 24, 2004 or exercisable withina®8® @f such date by Mr. Maima

(2) Represents shares underlying options which areptlgsexercisable as of September 24, 2004 or esadrie within 60 days of such
date.

(3) On February 20, 2003, 545,000 of Mr. Shalev’s aptizvere cancelled pursuant to an agreement betihegbompany and Mr.
Shalev. Mr. Shalev received no value in conneatiih such cancellatior
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MISCELLANEOUS INFORMATION

Q: Have the Company'’s officers, directors and sharehdkrs filed all appropriate beneficial ownership remrts with the SEC?

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities ExchangeoAdi934, as amended, requires Ampakecutive officers and directors, and persons ovint
more than 10% of a registered class of Ampal’stggécurities, to file with the Securities and Exgge Commission initial statements of
beneficial ownership (Form 3), and statements ahges in beneficial ownership (Forms 4 and 5),le6€A Stock of Ampal. To the
Company'’s knowledge, based solely on its reviethefcopies of such forms received by it, or writtepresentations from certain reporting
persons that no additional forms were requiredilady requirements applicable to its executivéiadtrs, directors, and greater than 10%
shareholders were met.

Q: Does the Company enter into transactions with affiated parties?

The Audit Committee of Ampal has the duty aesbonsibility of reviewing and approving all tsactions between Ampal, on the one
hand, and any officer, director, or affiliate thefieon the other hand, or in which any officeredtor or affiliate has a material interest. The
Audit Committee reviews and passes upon the fairoéany business dealings and arrangements betrapal and any such affiliated
party.

Q: Does the Company have directors and officer liabily insurance?

Effective January 29, 2004, the Company pasel a directors and officers liability policy hretaggregate amount of $25,000,000 issued
by Indian Harbor Insurance Company (XL). The cdghe policies, which expire January 28, 2005, $5%0,000.

Q: When are shareholder proposals for the 2005 meetirdue?

Any holder of Class A Stock who wishes to subnpteposal to be presented at the next annual meetisigareholders must forward si
proposal to the Secretary of the Company at theeaddn the Notice of Annual Meeting so that itaseived by the Company no later than
June 8, 2005. Such a proposal must comply with sulels as may be prescribed from time to time leySEC regarding proposals of security
holders.

By Order of the Board of Directors,

JACK BIGIO
President and Chief Executive Officer

October 8, 2004
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APPENDIX A
Ampal-American Israel Corporation
AUDIT COMMITTEE CHARTER
I. Purpose

The Audit Committee (the “Committee”) is appointegdthe Board of Directors (the “Board” or “Board Dfrectors”) of Ampal-American
Israel Corporation (the “Company”) to assist theaBbin its oversight responsibilities relating 19 the integrity of the financial statements of
the Company and its financial reporting procesgini2rnal and external auditing and the independeditor’s qualifications and
independence, (3) the performance of the Companigsnal audit function and independent auditot} tife integrity of the Company’s
systems of internal accounting and financial cdstrand (5) the compliance by the Company withllega regulatory requirements.

[I. Committee Membership

The Committee shall consist of no fewer than tineenbers. The members of the Committee shall meahtependence and experience
requirements of The NASDAQ Stock Market, Inc. apglecable law, including the Sarbanes-Oxley Ac2602 (the “Act”). All members of
the Committee must be able to read and understartthmental financial statements at the time of ugpointment and at least one member
of the Committee shall be an “audit committee fitiahexpert,” as defined under the Act and the laipns promulgated thereunder, unless
the Board shall have determined that the membeitseo€ommittee have sufficient expertise in finahstatement oversight that such expert
is not necessary, which determination shall belaligd in the Company’s applicable Form 10-K.

The members of the Committee shall be appointetth@Board. Committee members may be replaced bBadhaed.
[ll. Committee Authority and Responsibility

e The Committee shall be solely responsible for flygointment and retention (or termination) of thedpendent auditor, and shall be
solely responsible for the compensation and ovetsifithe work of the independent auditor. The pefedent auditor shall report
directly to the Committee.

¢ The Committee shall have the authority to engadependent counsel, accounting or other advisaashtse the Committee as it
determines appropriate to assist in the full penfamce of its functions.

e The Committee shall approve in advance all auditises and all non-audit services provided by tidependent auditors based on
policies and procedures developed by the Commitiee.Company shall provide the Committee with appete funding, as
determined by the Committee, to (i) compensatedhistered public accounting firm engaged for theppse of rendering an audit
report or related work or performing other auddjiew or attest services, (ii) compensate any adsismployed by the Committee,
and (iii) reimburse the Committee for its admirasitre expenses.

e The Committee shall meet as often as it determimgtsnot less frequently than quarterly.

e The Committee may form and delegate authority lmemmittees when appropriate.




e The Committee may request any officer or employfebe Company or the Company’s outside counsahdependent auditor to
attend a meeting of the Committee or to meet wihraembers of, or consultants to, the Committee.

e The Committee shall meet with management, thenatexuditors, if any, and the independent audit@eparate executive sessions at
least quarterly.

e The Committee shall make regular reports to ther@aad shall submit the minutes of its meetingshéoBoard.

e The Committee shall review and reassess the adga@fidgicis Charter at least annually and recommanydpgoposed changes to the
Board for approval.

e The Committee shall provide a copy of the Chaddre included as an appendix the Company’s pratgstent.

e The Committee shall prepare the report requirethbyules of the Securities and Exchange Commigsidxe included in the
Company’s annual proxy statement.

e The Committee shall annually review and evaluatéeGbmmittee’s own performance.

The Committee’s policies and procedures shall rerfiakible in order to best react to changing ctinds and to help ensure that the
Company’s accounting and reporting practices aexoord with all requirements and are of the highaality. In carrying out its
responsibilities, the Committee, to the exteneiiths necessary or appropriate, shall:

Financial Statement and Disclosure Matters

1. Review and discuss with manageraad the independent auditor, prior to filingg #imnual audited financial statements,
including disclosures made in the Company’s anredrt on Form 10-K and management’s discussioraaady/sis.

2. Recommend to the Board of Doestbased upon a review of the Company’s auditeth€ial statements and discussions with
management and the independent auditor, and @&wstatement provided by management, whether tfieedufinancial statements should
included in the Company’s annual report on FornkK10-

3. Review and discuss with manageraad the independent auditor the Company’s gdwfiaancial statements prior to the filing
of its Form 10-Q, including the results of the ipdadent auditor’s reviews of the quarterly finahstatements.

4. Obtain from the independent sarda report of all critical accounting policiesdapractices, all alternative treatments of finahcia
information that have been discussed and the reaniifins of such alternate treatments, includingriwatment preferred by the independent
auditor, and all material communications betweenitidependent auditor and management.

5. Review analyses prepared by mament setting forth the significant financial repag issues or judgments made in connection
with the financial statements, including analyskthe effects of alternative GAAP methods on tmaficial statements.
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6. Approve, if appropriate, majbiaages to the Company’s auditing and accountintciplies and practices as suggested by the
independent auditors, management, or the inteuditas, if any.

7. Discuss with management andriiependent auditor the effect of regulatory anmbaating developments as well as béflance
sheet structures on the Company’s financial statésne

8. Inquire of management, the imiauditor, if any, and the independent audit@ualany potential financial risks or exposures
and assess the steps management should taketakbago identify and minimize such risk.

9. Discuss with the independentitandhe matters required to be discussed by Set¢ion Auditing Standards No. 61 relating to
the conduct of the audit, including the managentdtdr provided by the independent auditor andGbmpany’s response to that letter, and
any difficulties encountered in the course of thdiawork, including any restrictions on the scapactivities or access to requested
information, and any significant disagreements witinagement.

10. Discuss with management, tierival auditor, if any, and the independent audhieradequacy and effectiveness of the
Company’s internal controls.

11. Review with the Chief Execut®#icer and the Chief Financial Officer the Compandisclosure controls and procedures and
review periodically, but in no event less frequgtitlan quarterly, managemesntonclusions about the efficacy of such disclosorgrols ani
procedures.

Oversight of the Compahy Relationship with the Independent Auditor

12. Review the experience and @juations of the senior members of the independeditor team.

13. Obtain and review a report fritv@ independent auditor at least annually reggrhih the auditor’s internal quality-control
procedures, (b) any material issues raised by th& necent internal quality-control review, or pesriew, of the firm, or by any inquiry or
investigation by governmental or professional aritles within the preceding five years respectimg @r more independent audits carried out
by the firm, (c) any steps taken to deal with asues raised in clause (b) above, and (d) alioektips between the independent auditor and
the Company. Evaluate the qualifications, perforoeaaind independence of the independent auditdudimg) considering whether the
auditor’s quality controls are adequate and theipion of non-audit services is compatible with ntaining the auditor’s independence,
taking into account the opinions of managementthadnternal auditor, if any. The Committee shadigent its conclusions to the Board and,
if so determined by the Committee, recommend th@Board take additional action to satisfy itsélfhee qualifications, performance and
independence of the auditor.

14. Adopt a policy of rotating tlead and concurring audit partner every five yeaud consider whether in order to assure
continuing auditor independence, it is appropriatadopt a policy of rotating the independent andifirm itself on a regular basis.

15. Recommend to the Board guiaslifor the Compang’hiring of employees or former employees of thiependent auditor wt
were engaged on the Company’s account.

16. Discuss with the internatiooHfice of the independent auditor issues on whigytwere consulted by the Company’s audit
team and matters of audit quality and consistency.




17. Meet with the independent aardiand the financial management to review theeodphe audit proposed for the current year
and the audit procedures to be utilized, and atatelusion, review the audit, including the comitsesr recommendations of the independent
auditors.

Oversight of the Compahy Internal Audit Function

18. Review the appointment andgifessary, the replacement of the persons or g@atifgrming the internal audit function.
19. Review the significant repddsnanagement prepared by the internal auditingtfom and management’s responses.

20. Discuss with the independemtitau, the responsibilities, budget and staffingted internal audit group, if any, and any
recommended changes in the planned scope of gmmaitaudit, if applicable.

21. Review the internal audit fuastincluding the independence and authority oféfsorting obligations, the audit plans proposed
for the coming year, and the coordination of suleimg with the work of the independent auditors.

Compliance Oversight Responsibilities

22. Obtain from the independentimndhssurance that it is not aware of any circamsgs that would require reporting under
Section 10A of the Securities Exchange Act of 1934.

23. Obtain reports from managenagt the Company’s internal audit function that@wmnpany is in conformity with applicable
legal requirements and the Company’s Code of Cdratut advise the Board with respect to such compdia

24. Review with management andrnidependent auditor and approve all transactio®orses of dealing with parties related to
the Company.

25. Review with management andrnidependent auditor any correspondence with regdl&@r governmental agencies and any
published reports which raise material issues diggrthe Company’s financial statements or accogrpolicies.

26. Establish procedures for treeigt, retention and treatment of complaints remebilvy the Company regarding accounting,
internal accounting controls or auditing matterddiionally, the Committee shall ensure that alltsagomplaints are treated confidentially
anonymously, as set forth in Section 301 of the Act

27. Discuss with the Company’s c®iegal and regulatory matters that may havetamasimpact on the Company'’s financial
statements, and compliance policies and prograrokiding corporate securities trading policies.

28. Perform any other activitiemsigtent with this Charter as the Committee olBbard may deem necessary or appropriate.
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Limitation of Committee’s Role

While the Committee has the responsibilities anagrs set forth in this Charter, it is not the datthe Committee to plan or conduct audits
or to determine that the Company'’s financial staets and disclosures are complete and accuratararid accordance with generally
accepted accounting principles and applicable rahesregulations. These are the responsibilitidhk@fCompany’s management and the
independent auditor.




Please mark your votes as
indicated in this example

FOR WITHHOLD
THE BOARD OF DIRECTORS all nominees listed AUTHORITY
to the left t to vote for all
RECOMMENDS A VOTE FOR PROPOSALS 1 :s mearie(get)écaz norr?ir:/gees I?gtSd to
and 2. contrary) the left
1. ELECTION OF DIRECTORS
Nominees: 01 Y. Maiman 02 J. Bigio D D

03 L. Malamud 04 J. Yerushalmi
05 M. Arnon 06 Y. Karni
07 E. Haber 08 M.Morag

WITHHELD FOR: (INSTRUCTION: To withhold authority to vote for any
individual nominee(s), print the name of such nominee(s) below.)

Please

Mark Here
for Address
Change or

Comments
SEE REVERSE SIDE

2. RATIFICATION OF THE APPOINTMENT

OF KESSELMAN & KESSELMAN, A
MEMBER FIRM OF PRICEWATER-
HOUSECOOPERS INTERNATIONAL
LIMITED, AS THE INDEPENDENT
AUDITORS OF THE COMPANY FOR
THE FISCAL YEAR ENDING
DECEMBER 31, 2004.

AGAINST ABSTAIN

0 O O

. IN THEIR DISCRETION, UPON ANY

OTHER MATTERS THAT MAY
PROPERLY COME BEFORE THE
ANNUAL MEETING OR ANY
ADJOURNMENT(S) OR POST-
PONEMENT(S) THEREOF.

Dated: , 2004

Signature

Signature

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

A  FOLD AND DETACH HERE A






PROXY

AMPAL-AMERICAN ISRAEL CORPORATION
THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby appoints Jack Bigio and Yoram Firon, and each of them, as proxy for the undersigned, with full power of
substitution, to vote and otherwise represent all of the shares of Class A Stock of Ampal-American Israel Corporation held of
record by the undersigned on September 30, 2004, at the Annual Meeting of Shareholders to be held on October 20, 2004, and
any adjournment(s) or postponement(s) thereof, with the same effect as if the undersigned were present and voting such shares,
on all matters as further described in the accompanying Proxy Statement. By executing this Proxy, the undersigned hereby
revokes any proxy previously given with respect to such shares. The undersigned acknowledges receipt of the Notice of Annual
Meeting of Shareholders and the accompanying Proxy Statement and Annual Report.

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

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

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

A  FOLD AND DETACH HERE A
You can now access your Ampal-American Israel Corporation account online.
Access your Ampal-American Israel Corporation shareholder account online via Investor ServiceDirect ® (ISD).

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

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

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

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