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ANNUAL REPORT ON FORM 10-K
FOR THE FISCAL YEAR ENDED DECEMBER 31, 1998
OF AMPAL-AMERICAN ISRAEL CORPORATION
PART I

ITEM 1. BUSINESS

Asused inthisreport (the "Report"), theterm "Ampal" only refersto Ampal-American Isragl Corporation, theparent company; the term
"Company" refers to Ampal and its consolidated subsidiaries. Ampal is a New Y ork corporation founded in 1942.

For industry segment financial information and financial information about foreign and domestic operations, see Note 13 to the Company's
consolidated financial statementsincluded elsewhere herein.

The Company acquires interestsin businesseslocated in the State of Israel or that are Isragl-related. The Company seeks to invest in companies
which have long-term growth potential. The Company is involved in a broad cross-section of Isragli companies engaged in various fields
including high technology and communications, hotels and leisure-time, real estate, finance, energy distribution and industry. The Company
generally participates in the management of its investee companies through representation on boards of directors and otherwise.

In order to identify investment opportunities in the Israeli market, the Company is active in those sectors where it believes that the Isragli
market has a competitive advantage in the global market. Currently, the Company has identified the Isragli high-technology and
communications sector as having attained world-class stature. As aresult, in January, 1998 the Company made thelargest investment in the
Company'shistory, an investment of $110 million for the purchase of a one-third interest (subsequently reduced to 25%) in the shared networks
operations of Motorola Communications Isragl, Ltd. ("Motorola Isradl™). Furthermore the Company invested an additional amount of
approximately $7.3 million during 1998 in other entitiesin the high-technology and communications sector. These new investments represent
the Company's principal investments in 1998 aswell as acornerstone in the Company's strategic planning for the future. The Company expects
to continue its activitiesin this sector.

The Company is constantly attempting to identify and take advantage of other Isragli business sectors which have attained world-class stature.
Similarly, the Company constantly evaluates its investmentsin order to determine whichinvestments do not meet these standards or do not have
attractive growth potential. The Company will then attempt to divest itself of such investments.

The Company competes for investment opportunities with other established and well-capitalized investing entities. There can be no assurance
that suitable opportunities will continueto be availableto the Company at valuations and on terms which are favorable.
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Listed below by industry segment arethe Company'smost significant investees, the principal business of each and the percentage of equity
owned, directly or indirectly, by Ampal. The tablebelow aso indicates whether the investee is listed on the American Stock Exchange
("AMEX"), Nasdag Stock Market ("NASDAQ") or the Tel Aviv Stock Exchange ("TASE"). For further information with respect to the more
significant investee companies, see below. For additional information concerning the investee companies, previous 10-K formsof Ampal are
herein incorporated by reference.

PERCENTAGE
AS OF
| NDUSTRY SEGVENT PRI NCI PAL BUSI NESS DECEMBER 31, 1998
H GH TECHNOLOGY AND COMMUNI CATI ONS

A T.V. Broadcasting Ltd. Arabi ¢ Cabl e Channel 24.9
Breezecom Ltd.------------- Wrel ess Local Area Network 8.3
Aalcom Ltd.--------mcmmmmi oo Communi cat i ons 0.7
Confy Interactive Mvies Ltd. (TASE)--------------- Conput er Technol ogy for Children 2.2
Conpugen Ltd.-----mmmmmm e Bi oi nformatics 1.8
Fundtech Ltd. (NASDAQ "FNDTF")-------ccmmmmmnann- Banki ng Sof t war e 1.5
Medco Electronics Systems Ltd.-------------------- Medi cal Device for Cardiac Probl ens 15. 4
M RS Communi cation Conpany Ltd.------------------- Wrel ess Communi cations Service Provider 25.0
M Systems Fl ash Di sk Pioneers Ltd.

(NASDAQ "FLSHF")-----cmmmmcm e oo Data Storage Material 0.5
Miutek Solutions Ltd.-----------mmmmmmmiii s Devel ops Software for Servers 8.8
NKO INC.-----ommmmmm i Facsinile Transm ssion 3.0(1)
Otek Ltd. --------mmmm i El ectro-optical Devices 24.9
PowerDsine Ltd.--------mmmmmmm i Tel ecomuni cati ons Conponent s 11.9
Qonus Interactive Israel (1994) Ltd.------------- Sof tware Quality Products 9.5
Shellcase Ltd.--------mmmmmm i Packagi ng Process for Semni conductor Chips 11.0
Shiron Satellite Communications (1996) Ltd.------- Satellite Mdens and Fast Internet Access 12.0
Smartlight Ltd.--------cmmmmmm i X-Ray FilmDigital Viewer 9.0
Trinet Venture Capital Ltd..---------------------- Venture Capital Fund 50.0

Logal Software and Educati onal
Systens Ltd. (NASDAQ "LOGLF")--------------- Educat i onal Sof t ware 2.9(2)
NetformX, Ltd.----------mmmmmmi i Conputer Systenms, Software and Hardware 21.0(2)
Peptor Ltd.--------cmmmmmmiii i Phar maceuti cal Products 0.6(2)
Smart-Link Ltd.------------mmmmmio o Ml tinedi a 18.3(2)
Unic View Ltd. ----------mmmm oo Proj ection Tel evision System 5.9
Vi sionCare Ophthal mic Technologies Ltd.----------- Advanced Optical Products 5.1
XaCCT Technologies Ltd.--------mmmmmmmmanaaaaaan TCP/ | P Networ k Sof tware 18.4
REAL ESTATE
Anpal Devel oprent (Israel) Ltd.---------cmmmmnannnn Hol di ng Conpany and Commerci al Real Estate 100.0
Ampal Financial Services Ltd.--------cccccmnnnnnnn Hol di ng Conpany and Commerci al Real Estate 100.0
Ampal (Israel) Ltd.--------mmmmmmi e Hol di ng Conpany and Commercial Real Estate 100.0
Anpal Realty Corporation-------------------------- Commercial Real Estate 100.0
Bay Heart Limited--------cmmmmmmmm i Shoppi ng Mall Owner/Lessor 37.0
Etz Vanir Ltd. and Yakhin MataimLtd.------------- Ctrus Goves 50. 0(3)
Frenkel Lefkovitz & Co.--------------------------- Real Estate 20.0
NP Ltd.-----mmmmmmm e Hol di ng Conpany and Commerci al Real Estate 99.9
Ophir Holdings Ltd. ("Ophir")----------cmuemoonn-- Hol di ng Conpany 42.5
Combox Ltd.--------cmmmie e Data Transmi ssion Systens 8.0(4)
Courses |nvestnment in Technology Ltd.--------- Venture Capital Fund 4.6(4)
Elpas Ltd.---------cmmmmmam e Products Based on Data Comruni cation Technol ogi es 4.4(4)
I ndustrial Buildings Corporation
Ltd. (TASE)----------ccmcmmmmiaa e Industrial Real Estate 5.6(4)
Mento Software Ltd.(NASDAQ "MEMCF")---------- Conputer Security Software Products 3.9(4)
Nogatech Inc.------------mmmmmm oo Vi deo Conmuni cati on Conpressi on Technol ogy 3.0(4)
Romidot Ltd.----------------"----“"--------- - Optical Checking Instrunents 4.0(4)
Shney-Bar Goup--------------cmmmm o Commercial Real Estate 7.1(4)
Soliton Ltd.------ccmmmmmmmii i Internet Safeguard Program 7.1(4)
ENERGY DI STRI BUTI ON
Ganite Hacarnel Investnents Ltd. (TASE)---------- Di stribution of Refined Petrol eum Products 19.1
HOTELS AND LEI SURE- TI ME
Coral World International Limted----------------- Under wat er Cbservatories and Marine Parks 50.0
Country Cub Kfar Saba Limted-------------c-nn--- Country Cub Facility 51.0
Hod Hasharon Sport Center (1992)

Limted Partnership--------------mmmmmmmon Country Club Facility 50.0

Moriah Hotels Ltd.--------------------------~-~----- Hot el Chain 46. 0(5)
FI NANCE AND OTHER HOLDI NGS

AmHal Ltd.-------c-mmimi i Senior Citizen Facilities 50.0

Bank Leum Le'lsrael Ltd.------------------------- Israeli Conmercial Bank 0.9

Epsilon Investnment House Ltd.------------uumoonnon I nvest nent House 20.0

Renai ssance Israel------------------------- I nvest rent Fund 15.0
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| NDUSTRY SEGVENT PRI NCI PAL BUSI NESS
| NDUSTRY
Carnel Container Systens Limted
(AMEX: "KML")m-mmmmmme e e e Packaging Materials and Carton Production
MD.F. Industries Ltd.-----------------“------- Medi um Density Fiber Products
Paradi se Industries Ltd.-------------------------- Mattresses and Fol d-out Beds

(1) As of January 1999, the company no longer hasan interest in NKO, Inc.

(2) As of December 31, 1998, Trinet Venture Capital Ltd., held the following percentage interests:

Logal Software and Educational Systens Ltd.--------------
5. 7%

NetfornX Ltd. -----------------“--““““- oo
29. 6%

Peptor Ltd.--------c-mmmmm oo
1.2%

Smart-Link Ltd.-----------mmmm e
35. 2%

The Company's percentage of the above companies reflects 50% of Trinet's ownership plus any direct holdings.
(3) Please refer to "Legal Proceedings.”

(4) As of December 31, 1998, Ophir Holdings Ltd. held the following percentage interests:

CombOX Ltd. === - mm s s oo i e e e e e
18. 8%

Courses Investment in Technology Ltd.-----------cmmumnn--
5. 0%

Elpas Ltd.------mmmmme e
10. 4%

Industrial Buildings Corporation Ltd.--------------------
13. 3%

Mento Software Ltd. -------ccmmmmm i
9.3%

Nogat €Ch, [ NC. ---- - - e e
7.1%

ROM dot Lt d. -=-- - s s s o e o e e oo e e e
9. 4%

Shrey-Bar (1.A ) 1993 Ltd.,

Shney-Bar (T.H) 1993 Ltd. and

Shmey-Bar Real Estate 1993 Ltd.--------------------------
16. 7%

SOl iton Ltd. --cc e m e e e e e e
16. 6%

The Company's percentage of the above companies reflects 42.5% of Ophir's ownership plus any direct holdings.
(5) Please refer to "Recent Developments' and "Moriah Hotels Ltd."

SIGNIFICANT RECENT DEVELOPMENTS SINCE BEGINNING OF LAST FISCAL YEAR
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On January 25, 1999, the Company accepted atender from Koor Tourism Enterprises (which tendered, jointly with the Sheraton International
chain) for the acquisition of the Radison Moriah Hotels chain ("Moriah"), the Company's 46%-owned affiliate, for $37.5 million. This
transaction was approved by Israel's Anti-Trust Commissioner. If the aforementioned transaction is consummated, the Company will record a
gain on sale in the amount of approximately $12.4 million ($8 million, net of incometaxes). In the event that Moriah distributes dividends prior
to the completion of the sale, the sales price will be adjusted by the amount of the dividends received.

Hapoalim approached Ampal to commence netotiationsregarding the potential purchase by Ampal and itssubsidiaries of Hapoalim's entire
holdings in Ampal. In connection withthe proposed transaction, Ampal's Related Party Transactions Committee approved on March 22, 1999
to continue the negotiations with Hapoalim to acquirethe entire Hapoalim holdings in Ampal in exchange for consideration consisting of cash
and certain real estate properties currently leased to Hapoalim.
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HIGH TECHNOLOGY AND COMMUNICATIONS
BREEZECOM LTD. ("BREEZE")

In June 1995, the Company invested $1 million to acquire a 13.6% equity interest in Breeze. The Company'sinterest was diluted to 8.3% in
1997 due to the issuance of shares by Breeze.

Breeze, formerly known as Lannair, Ltd., isan Israeli company which devel ops, manufactures and markets wireless local area networks
("LANS") for computersand wireless local loop network (wwl) using license-free, spread spectrum radio technology. Breeze's product strategy
focuses on two product lines, wireless LANSfor personal computersand notebooks and wireless remote bridges and modems. Breeze has a
distribution network with more than 100 distributors in 45 countries. It has a United States subsidiary which develops, sells and provides
support to customers on the American continent.

Breeze tripled its sales during 1998 to $32 million.
Compugen Ltd. (*Compugen")

In 1998 the Company invested $1 million for a 1.8% equity interest in Compugen an Isragli bioinformatics corporation which engagesin the
development of algorithmsand models for theinterpretation of biological processes. Ampal's investment was part of an approximately $15
million round of financing of Compugen by Clal Biotechnology Industries Ltd., Evergreen and Hapoalim Investments Ltd. ("INV"), based ona
company valuation of $44 million.

FUNDTECH LTD. (" FUNDTECH")

In April, 1997, Ampal purchased a 2.2% interestin Fundtech, for a purchase price of $750,000. Fundtech isan Israeli company which designs,
builds and sells payment systems to financia institutions and their customers, usingadvanced technology and innovative human engineering. In
March 1998, Fundtech completed a public offering of its shares. Asaresult of the offering, the Company's equity interest in Fundtech was
reduced to 1.5%.

MEDCO ELECTRONICS SYSTEMSLTD. ("MEDCQ")

The Company purchased a 15.4% interest in Medco for $598,000. Medco completed the development of the FEMO, its fetal monitoring
device. The FEMO enables the pediatrician to view afetal ECG and is currently theonly device available for such purpose. During 1998,
Medco started sellingthe device for research purposes and has filed for FDA approval. Medco was unable to raise the capital required for
operating expenses, as aresult, it has ceased operations, and shareholders are seeking a buyer for the company or its technology. Asaresult of

the forgoing the Company wrote off this investment.
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MIRSCOMMUNICATION COMPANY LTD ("MIRS")

On January 22, 1998 (the "Closing Date"), Ampal Communications, Inc. ("Communications"), a Delaware corporation and a wholly-owned
subsidiary of Ampal, completed its purchase of aone-third interest (subsequently reduced to 25%) in the assets of the shared networks
operation ("SNO") of Matorolalsragl, an Isragli corporation, for a purchase price of $110 million. The purchase wasmade pursuant to a
Purchase and Sale Agreement, dated January 5, 1998, between Motorola Israel and Communications. The Purchase and Sale Agreement, as
amended, isreferred to asthe "Purchase Agreement.” Inaddition to the purchase price, Communications paid Motorola Israel $280,000 for
interest on the purchase price that accrued between thedate of the Purchase Agreement and the closing of the transaction.

In March 1998, Communications transferred its interest to alimited partnership (the "Partnership”). A wholly-owned Isragli subsidiary of
Communications (the "General Partner") isthe general partner of the Partnership and owns 75.1% of the Partnership. The limited partners of
the Partnership purchased their interests in the Partnership fromthe Partnership and include

(i) an entity owned by Daniel Steinmetz and Raz Steinmetz (directors of Ampal and the controlling persons of Ampal's principal shareholder),
whichacquired a

9.1% interest in the Partnership for $10 million, (ii) Hapoalim, which acquired a7.45% interest in the Partnership for $8.195 million, (iii) an
unrelated third party mezzanine fund, which acquired a 7.45% interest in the Partnership for $8.195 million, and (iv) anentity owned by Dr.
Y ehoshua Gleitman, Ampal's Chief Executive Officer, which purchased a.9% interest for $1 million. In addition to the purchase price, the
limited partnersalso reimbursed the Company for their pro rata share of the expensesincurred by the Company in connection with the original
purchase from Motorolalsragl (including interest from thedate of the Purchase Agreement until the purchase date of the limited partnership
interests).

In 1998, MIRS focused its efforts on establishing its position as a radio communications operator which provides itscustomers with an
integrated communications solution and thewidest variety of communication services at the highest level of quality. In spite of the difficult
economic environment in thelsraeli market and the accelerated competition with cellular operators, MIRS managed to double itscustomer base
in 1998 to more than 100,000 subscriber units.

The revenue for the year reached approximately $100 million and MIRS managed to achieve itsgoals as formulated in its business plan.

In anticipation of competition in 1999, MIRS re-aligned its sales force dividing it into two parts: the direct and the indirect. Both parts of the
sales force aimto retain and cultivate relationships withthe company's customers, to further increase sales and to reduce churn rate.

1998 wasa marketing breakthrough year for MIRS. An intensive effort wasmade to penetrate thelsraeli market. Initiatives included the 11000
(Leader) advertising campaign; the marketing of awide range of service packages to meet the needs of the business sector; the introduction of
value added services such asBusiness Networks, Direct Dialing, Hebrew Short Messages Service and Split Bill for customers who wish to
separate their business and private expenses and offering leasing packages.

In 1998 the Customer Retention Center served as the primary contact for efficient customer service and the Telephone Collection Center was
established to streamline the collection process.

Two new delivery methods wereimplemented in 1998: direct delivery and immediate delivery from the salesperson's trunk. Successful
implementation resulted in improved levels of customer satisfaction. The new On-Line Customer Credit Approval Center improved the order
approval process and reduced cycle time.

In 1999 MIRS will further enhance its positioning asthe best-in-class integrated system, which provides the ultimatesolution (private calls,
group cals, telephone SM'S and data) for the business and executive accounts sectors.

5
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In order to further improve system performance, MIRS will continue to invest inits infrastructureto provide better system coverage. MIRS is
developing a second system control center which will provide full backup for the dispatch servicein case of a major outage.

The overdl share of the Company in dividends from the two MIRS entities was $1.2 million, out of which $900,000 were declared and paid in
March, 1999.

1999 is expected to be the beginning of the Data Era. Anticipating demand, theinfrastructure required for packet data services will be installed.
Packet dataisthe new generation of circuit data which hasthe capacity to transmit data at very high rates. Data applications will include
horizontal applications such as e-mail and internet as well asvertical applications designedto meet customer needs.

MEMCO SOFTWARE LTD. ("MEMCOQO")

The Company owns a 3.9% interestin Memco through Ophir. Memco, which underwent an initial public offering in October 1996, devel ops
and markets comprehensiveinformation security products designed to protect and manage access to critical information assetsand system
resources in distributed computing environments.

On August 13, 1998, a merger agreement was signed between Memco and Platinum Technology Inc. ("Platinum™), a U.S. corporation which
was a shareholder of Memco. Under that agreement, Memco will become wholly owned by Platinum and Platinum will issueits shares to
Memco shareholders, at aratio of

0.836 Platinum share for one share of Memco. The merger received therequired authorities approval.

Aspart of the merger agreement, Memco shareholders (including Ophir) have undertaken not to sell Memco shares until the merger procedures
are completed.

Memco's Shares are listed on NASDAQ under the symbol MEMCF.
MUTEK SOLUTIONSLTD. ("MUTEK")

In October 1996, the Company purchased a 7.2% interest in Mutek for $750,000. Mutek, which was founded in 1996, is a devel oper of
innovative software development tools. Mutek is active in the fields of code instrumentation, abstract interpretation, semantic analysisand
others. Its products include BugTrapperTM, an automatic tracing system, AutoParTM, atool for transforming sequential programs writtenin
FORTRAN-77 into parallel programs with explicit message passing directions, and BugPredictorTM, a powerful tool for static debugging.

The Company invested $700,000 in Mutek in the second quarter of 1998, increasing itsinterest to 8.8%. The Company decided to write down
its investment in Mutek by $700,000 in 1998.

NETFORMX, LTD. ("NETFORMX") (Formerly ImageNet Ltd.)

The Company has a 21% equity interest directly and indirectly through Trinet and Ophir in NetformX. NetformX develops and markets the
award winning CANE(R) family of network design, analysisand simulation tools. CANE, the emerging standard in Computer Aided Network
Engineering, isthe only integrated, end-to-end, multi-layer, network designtool on the market. NetformX'sstrategy isto helpits customers
design and maintain sophisticated computer networks. Using CANE, network and system integrators and network managers design, simulate
and analyze efficient, reliable networks quickly and easily. CANE is ahighly sophisticated package built from the ground up to resolve network
chaos and manage the accel erating pace of network change while reducing network equipment, consulting and staff costs.

6

peres e SO irsssn 2002, EDGAR Online. I nc.




NKO, INC. ("NKO")

In June 1997, the Company purchased a 3% interest in NKO for $1 million. NKO is developing a unique "fax-over-data' network technology
for long distance fax transmission services. NKO isasubsidiary of Clalcom Ltd., an Israeli telecommunication company. The Company's share
in NKO was sold during January 1999 for $1.1 million.

ORTEK LTD. ("ORTEK")

In September 1997, the Company acquired a24.99% interest in Ortek for $500,000. Ortek is a developer and manufacturer of electro-optical
devices and systems for the military and civilian markets. Ortek is a subsidiary of ELOP Electro-Optical IndustriesLtd., theindustry leader in
electro-optics in Israel. A related party of Ampal aso owns a24.99% interest in Ortek. In 1998, the Company wrote down itsinvestment in
Ortek.

POWERDSINE LTD. (" POWERDSINE")

In August 1997, the Company invested $2 million to acquire 12.5% of PowerDsine, anlsraeli company specializing in the devel opment,
manufacture, marketing and sale of unique, innovative modules and componentsfor the telecommunicationsindustry. PowerDsine recently
introduced itsfirst line of off-the-shelf products- telephone ring generators - and is marketing them in North America, Europe and Asia
Additional products are currently being designed. During 1998 the Company invested an additional amount of $1 million by way of exercising
an option granted to the company during the initial purchase of PowerDsine's shares. The Company decided not to exerciseits full preemptive
rightsin the last round of financing of PowerDsine and therefore its interest in PowerDsine wasreduced to 11.9%.

QRONUSINTERACTIVE ISRAEL (1994) LTD. (" QRONUS")

In 1994, Qronus wasestablished to develop and sell a non-intrusive automated software testingtool embedded and non-standard systems. The
key target markets for Qronus technology aremedical systems, industrial automation and instrumentation, point-of-sale and other non-standard
client-server applications, telecommunications, military and aerospace. In the first quarter of 1998, Qronus raised $4 million in a private
offering and is negotiating a long-term strategic relationship witha major point of sale manufacturer.

In thefirst quarter of 1998, the company invested anadditional $325,000 in Qronus. The Company, as of December 31, 1998, owned a 9.5%
interest in Qronus.

SHELLCASE LTD. ("SHELLCASE")

In November 1997, The Company purchased an 11% interest in Shellcase for a purchase price of $2,000,000. Shellcase has developed a
packaging process for computer chips. These packages are the smallest available to the computer industry.

SHIRON SATELLITE COMMUNICATIONS (1996) LTD. (" SHIRON")
In November 1997, the Company purchased a 12% interest in Shiron for a purchase price of $1,250,000. Shiron isdeveloping aline of satellite
modems which achieve high datarates, designed to answer the requirements of satellite data and voice applications such asrural telephony,

video conferencing and other applications. In addition, Shiron is developing a two-way fast internet access viasatellite systems.

Shiron's systememploys an additional up-link channel while competing systemsprovide only download capability. Shiron completed itsinitial
phase of product development in 1998 and anticipates commercial roll-out in 1999.

SMARTLIGHT LTD. (*SMARTLIGHT")

In 1998, the Company invested $2.5 million to acquirea 9% interest in SmartLight. SmartLight is amanufacturer and marketer of computerized
X-ray viewers. SmartLight's viewers provide physicians and technicians with images which are up to 50% richer in detail.

7
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SmartLight anticipates significant growthin salesin 1999.
SMART-LINK, LTD. ("SMART-LINK")

In 1995, Trinet invested $900,000 for a 51% interest in Smart-Link Ltd., a developer and marketer of multimedia products. In 1996, Trinet
increased its holdings in Smart-Link to 60.1% through an investment of an additional $600,000. Between November 1996 and April 1997,
other investorsinvested or committed to invest $4 million in Smart-Link. An additional $3 million was invested in Smart-Link in the fourth
quarter of 1998. The Company and INV participated in exercising Trinet's preemptive rights. The Company'scurrent equity, including its
respective holding through Trinet, is 18.3%.

TRINET VENTURE CAPITAL LTD. ("TRINET")

In February 1994, the Company and INV, established Trinet, a venture capital fund for investmentsin high-technology venturesin Israel
including start-up entities. Each of the Company and INV had committed to invest up to $2.5 million in Trinet. In 1996, the commitment was
increased by $4 million ($2 million each).

Between 1995 and 1998 Trinet invested in several high-technology companies including Netformx and Smart-Link (as aforementioned), Logal
Software and Educational Systems Ltd., Nulan Technologies Ltd., Peptor Ltd., and Comfy Interactive Movies Ltd., thelatter of whichwas sold
during 1998.

Since the amounts committed by the shareholders were fullyinvested, the Chief Executive Officer of Trinet resigned during the first quarter of
1998, and Trinet's holdingsare currently being managed by Ophir. See "Ophir Holdings Ltd."

UNIC VIEW LTD. ("UNIC VIEW")

In March 1997, the Company invested $1 million to acquirea 7.3% interest in Unic View. The Company did not participate in Unic View'slast
round of financing, resulting in its equity in Unic View being reduced to 5.9%. Unic View isamanufacturer and marketer of aliquid screen
display projector for video, large-screen television and computer projection systemsand a developer of anew projector engine for home use.

VISIONCARE OPHTHALMIC TECHNOLOGIESLTD. ("VISIONCARE")

In March 1997, the Company invested $250,000 to acquire a5.1% interestin VisionCare. VisionCare is devel oping and marketing opthalmic
implantable products that give patients better, more natural visua function. VisionCare's first product is apatented intraoccular telescopic lens
for treatment of macular degeneration. Initial clinical trials have been successful and VisionCare's production facility has received 1SO-9001
certification. During thelast quarter of 1998, VisionCare met al its milestones, therefore the Company and other first round investors
completed the commitment to invest in VisionCare. The Company's share in such investment was $279,000. Visioncare is currently negotiating
aprivate placement based on the company'svaluation of more than $20 million.

XACCT TECHNOLOGIESLTD. ("XACCT")

Ampal's original investment in XaCCT, made in June 1997, was $400,000 for an 9.8% interest. On March 2, 1998, Ampal invested an
additional $838,000 and increased its equity interest to 19.3%. By the end of 1998, the Company invested anadditional amount of $1.3 million
whichincluded its respective preemptive rights during thethird round of financing. Participating in this $7.5 million third round of financing
were two U.S. based venture capital fundswhich enhances the Company's profile in the United States. Asaresult of thethird round financing
the Company'sinterest in XaCCT wasreduced to 18.4%. XaCCT has developed hilling, auditing and accounting software for TCP/IP networks.
This
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software alows such networksto generate reports of networks transactions and services. XaCCT has successfully installed its softwareat 15
sitesworldwide, asbeta-testing sites. XaCCT was selected to be among the top 25 startups of 1998 by Data Communication Magazine.

REAL ESTATE

In lsrael, most landis owned by thelsraeli government. In thisReport, referenceto ownership of land meanseither direct ownership of land or
along-termlease from thelsraeli Government, which isin most respectsregarded in Israel asthe functional equivalent of ownership. Itisthe
Israeli government's policy to renew its long-term leases (whichusually have aterm of 49 years) upon their expiration.

AMPAL DEVELOPMENT (ISRAEL) LTD. ("AMPAL DEVELOPMENT"), NIRLTD. ("NIR") AND AMPAL FINANCIAL SERVICES
LTD. ("AMPAL FINANCIAL") (TOGETHER, THE "HOLDING COMPANIES")

Ampal Development, Nir and Ampal Financial, each of which iswholly-owned by the Company, are engaged in the business of financing
acquisitions by the Company and holding and leasing commercial real estatein Isragl. Prior to 1989, these companies had acted primarily as
lenders, and their financing activities werethe principal activities of the Company. In 1990, the Holding Companies sold substantially all their
loan portfoliosto Bank Hapoaim B.M. ("Hapoalim"), and they relinquished their banking licenses. The Holding Companies till service certain
loans made by them prior to their ceasing lending activity which are guaranteed by Hapoalim.

It hasbeen reported inthemedia that Israeli banks arethe subject of allegationsthat they engaged in improper business practices regarding
lending. The lending practices engaged in by the Holding Companies were substantially similar to the lending practices of the other Isragli
banks. Two claims, one in theamount of 3.6 million New Isragli Shekels("NIS' or "shekels') (approximately $865,000) and another one inthe
amount of NIS4.0 million (together with Hapoalim) have already been filed with the District Court in Tel Aviv. However, to the best of the
Company'sknowledge, the Company's subsidiaries, which operated asbanking ingtitutions, acted within thelaw and in accordance withthe
procedures and customs in effect at the time. On November 19, 1998, the District Court of Tel Aviv ruled that the statute of limitations applies
to the magjority of thefirst plaintiff's claim, and thereby rejected same. The plaintiff filed an appeal with the High Court of Appeals, and
withdrew theremainder of its claim until the Appellate Court ruling. The Company expects to continue to vigorously defend the two claims.
The Company believes that itsexposure to additional such claims is close to nothing due to thefact that its banking activity is subject to the
statute of limitations, and the fact that the courts in Isragl, asin the case of the claim against the Company as described above, do not support
claims concerning events that happened more than seven years ago.

Ampal Development owns five commercial propertieslocated in Isragl aggregating approximately 37,000 square feet for which it received
approximately $1.4 millionin rent for 1998. Four of theseproperties are net leased to Hapoalim. Nir owns four commercia properties located
in Israel aggregating approximately 18,000 square feet for which it received approximately $.5 millionin rent in 1998. Three of these properties
are net leased to Hapoalim. Ampal Financial ownstwo commercia properties located in Israel aggregating approximately 7,000 square feet for
whichit received approximately $.6 million in rent in 1998. Both of these properties are net leased to Hapoalim.

The Holding Companies hold interestsin other companies discussed elsewherein this Report and also make loans to these and other investees
in furtherance of their businesses.

Ampal Development issued debentureswhich are publicly traded on the TASE. An aggregate of approximately $21.2 million of these
debentures were outstanding as of December 31, 1998. Ampal Devel opment has deposited with Hapoalim funds sufficientto pay all principal
and interest on these debentures.
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AMPAL INDUSTRIES(ISRAEL) LTD. (" AMPAL INDUSTRIES")

Ampal Industries, a wholly-owned subsidiary of Ampal, which holds interests in various investee companies described elsewhere in this Report,
acquired in 1997 along-term lease interestin one-half of acommercia building located in Migdal Halemek. In 1998, it received approximately
$.1 million in rent for this property.

AMPAL (ISRAEL) LTD. ("AMPAL (ISRAEL)")

Ampal (Israel), awholly-owned subsidiary of Ampal, ownsan approximately 57,000 square foot commercial property located in Tel Aviv
which houses its principal offices. A portion of thisproperty is net leased to Hapoalim and another portion is net leased to Moriah. Ampal
(Israel) also acts as a holding company for other investments discussed elsewhere in this Report.

AMPAL REALTY CORPORATION ("AMPAL REALTY")

In June 1995, Ampal Realty purchased real property on which an approximately 290,000 square foot office building is located, for
approximately $45 million. The building islocated at 800 Second Avenue, New Y ork, New Y ork. The building is 43.9%-occupied by the
Consulate of the Government of Israel in New Y ork and many other Isragli government offices.

On December 12, 1996, the building wasconverted into an office condominium. Following the conversion, on January 31, 1997, the
Government of Isragl purchased a condominium unit consisting of floors 10 through 18 from Ampal Realty for a purchase price of $31 million.

The original purchaseby Ampal Realty was partially financed by aloan of $30 million from Hapoalim at an interest rate of LIBOR plus 1%
whichwas to have matured on the initial expiry date of June 28, 1996. As originally contemplated, Ampal Realty requested, and Hapoalim
agreed, to extend the repayment of thebalance of the loan until June 28, 2000 with quarterly principal payments commencing March 28, 1997.
Ampal guaranteed $20 million of this loan. Concurrent with the conversion, Ampal Realty repaid $15 million of the outstanding principal of the
loan, the maturity date of theloan was set at February 28, 1998, the interest was set at LIBOR plus .50% and Ampal'sguarantee wasreduced to
$10 million.

Asof February 28, 1999, the maturity date for repayment of the $15 million of outstanding principal wasextended to May 31, 1999, the interest
rate wasset at LIBOR plus .75% and Ampal agreed to guarantee all outstanding obligations.

Currently, 88% of the space owned by Ampal Realty in the building is occupied.
During 1998, Ampal Realty recorded approximately $3.9 million in rent.

During 1998, Ampal completed a major portion of the proposed building renovation including installation of a new air-conditioning system and
new elevators.

Ampal Realty intends to offer its remaining interests in the building for sale or long term lease.
BAY HEART LIMITED ("BAY HEART")

Bay Heart was established in 1987 to develop and lease a shopping mall (the "Mall") in theHaifa bay area. Haifa isthe third largest city in
Israel. The Mall, which opened in May 1991, isamodern three-story facility with approximately 280,000 square feet of rentable space. The
Mall islocated at theintersection of two major roads and provides alarge mix of retail and entertainment facilitiesincluding seven movie
theaters. Approximately 37,500 squarefeet of the Mall are occupied by Supersol Ltd., one of thetwo largest Isragli supermarket chains, and the
parent of a co-investor in Bay Heart. Shekem Department Stores, amajor Isragli department store, isthe other anchor tenant under a net lease
for approximately 57,600 square feet of retail and approximately 17,750 square
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feet of storage and other space expiring in 2001. As of December 31, 1998, approximately 98% of theMall premiseswas occupied, primarily
under two-year leases, withoptions to extend for four additional years, except for anchor tenants. The total cost of the Mall was approximately
$53 million, which wasfinanced principally withdebt. The Company owns 37% of Bay Heart.

Due to the inahility to procure theregulatory approval of the relevant authorities to thejoint venture withthe Isragl Ports and Railways
Authority and thesubsidiary of the Egged bus company to build a transportation and business complex next to theMall, Bay Heart decided to
revert to an aternative plan - building atrain station onits land.

ETZVANIRLTD. ("ETZ VANIR") AND YAKHIN MATAIM LTD. (" YAKHIN MATAIM")

Both Etz Vanir and Y akhin Mataim cultivate orange, grapefruit, clementine, lemon and avocado grovesin Israel, both for export and domestic
use, pursuant to various long-term land leases which, including renewal options, do not expire until the mid-21st century. These properties are
located near the city of Netanyabetween an existingand a proposed highway. Approximately 1,200 acres are presently under cultivation by
these two companies.

Ampal owns 50% of the equity of Etz Vanir and Y akhin Mataim. The remaining 50% of the equity of these companies isowned by an unrelated
company, Yakhin Hakal Ltd. ("Y akhin Hakal") which manages their operations. Because of a dispute between Ampal and Y akhin Hakal
regarding the operating agreement for the companies, Ampal had requested that an Israeli court declare the agreement null and void, and, inits
response, Y akhin Hakal had stated that the companies owed it approximately $4 million for services it had rendered to the companies. The
court ruled that Ampal and Y akhin Hakal should jointly appoint an additional director of these companies, whowill cast thedeciding vote in
cases of dispute. Y akhin Hakal filed an appeal and requested a stay concerning the implementation of the court'sruling. The appeal was denied
by the Isragli Supreme Court. The parties subsequently agreed to the appointment of the Honorable Dov Levine, aretired judge, asthe
additional director with the deciding vote. Inaddition, both Ampal and Y akhin Hakal have appointed independent accountants who will jointly
prepare Etz Vanir's and Y akhin Mataim's financia statements. Etz Vanir and Y akhin Mataim have not reported their financial resultsto Ampal
since 1990 and, therefore, their financial results have not been included in the Company'sfinancial statements.

In February 1995, Y akhin Hakal and its affiliates commenced alegal proceeding seeking to cause Etz Vanir and Y akhin Mataim to redeem
perpetual debentures owned by Ampal and to require Ampal to surrender al of its preferred shares of Etz Vanir and Y akhin Mataim for their
par value, whichisnominal.

On July 27,1998, a Tel Aviv District Court judge ruled in favor of Y akhin Hakal the manager and co-owner of Ampal's 50%-owned &ffiliates
Etz Vanir and Y akhin Mataim. The judge's decision allows Etz Vanir and Y akhin Mataim to redeem debentures owned by Ampal for
approximately $800,000 and to require Ampal to surrender all of its preferred shares of EtzVanir and Y akhin Mataim for their par value. After
the redemption and surrender, Ampal will no longer have any interest in Etz Vanir or Y akhin Mataim.

At the request of Ampal's attorneys, the Tel Aviv District Court hasissued a stay of performance of the judgment until the High Court of
Appealsissuesafina judgment. On October 15, 1998, Ampal filed an appeal with theHigh Court of Appeals in Jerusalem. It is not expected
that afinal judgment will be rendered before the end of 1999. See "Legal Proceedings.”

INDUSTRIAL BUILDINGS CORPORATIONLTD. ("INDUSTRIAL BUILDINGS")
Industrial Buildings, Israel’'s largest owner/lessor of industrial property, isengaged principally in the development and construction of buildings
inlsrael for industrial and commercial use and in project management. Industrial Buildings carries out infrastructure devel opment projects for
industrial and residential purposes, principally for anumber of government agencies and authorities. Industrial Buildings hiresand
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coordinates thework of contractors, planners and suppliers of variousengineering services.

Industrial Buildings owns approximately 13.6 million squarefeet of spacein industrial buildingsthroughout Isragl. It owns both multi-purpose
buildings and built-to-suit buildings which are constructed in accordance with the specific requirements of tenants. In certain cases, thereisan
option in the tenant'sfavor to purchase theleased property, and, in the case of most built-to-suit properties, a commitment on the part of the
tenant to purchase the property.

The buildings which are owned by Industrial Buildings areleased to approximately 2,360 lessees under net leases having termsof up to ten
years. The occupancy rate in buildings owned or leased by Industrial Buildings was approximately 85% at December 31, 1998.

Industria Buildings plans include building a project inthe Tel Aviv area comprising approximately 448 apartments, a commercial center of
approximately 43,000 square feet, an office building of approximately 156,000 square feet and parking facilities of approximately 883,000
square feet.

Approximately 5.8% of Industrial Buildings' space islocated in theadministered territories. Industrial Buildings cannot predict whether the
ongoing peace process involving the State of Israel and the Palestine Liberation Organization will have an effect on this space. Historically,
however, the Government of Israel has compensated property owners for forfeitures resulting from government actions.

Industrial Buildings policy isto distribute as a dividend not lessthan 60% of each year's earnings during the period 1993 through 2000. In
December 1998, Industrial Buildings distributed adividend of approximately NIS60 million ($14.4 million).

Ophir'sinterest in Industrial Buildingsis subject to foreclosure in theevent of a default by any of theinvestors under the bank credit agreements
entered into in connection with the original acquisition of Industrial Buildings fromthe Government of Isragl in 1993. Any amounts distributed
as adividend by Industrial Buildings are required to be applied first to pay then due borrowings.
Industrial Buildings had a staff of approximately 51 permanent employees as of December 31, 1998.
The Company's interestin Industrial Buildings, asof December 31, 1998, was 5.6%.

OPHIR HOLDINGSLTD. ("OPHIR")
Ophir isaholding and investment company that owns interestsin high technology and real estate companies. Ophir hasinvested in two mutual
fundsand thirteen start-up companies in the fields of biotechnology, software and medical equipment. During 1998, Ophir invested $6.1 million

in start-up companies and wrote-down $1.2 million as research and development or equity. Ophir is 42.5%-owned by the Company.

Ophir owns, through a wholly-owned subsidiary, seven real estate properties located in Isragl aggregating approximately 118,360 square feet.
Two of theseproperties are leased to Hapoalim or its subsidiaries.

The Company and INV, which also owns42.5% of Ophir, are parties to a shareholders agreement regarding joint voting, directorships and
rights of first refusal with respect to Ophir.
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Ophir ownstwo acres of land in an industrial park in Netanya, Israel together with an unrelated party. These parties entered into ajoint venture
agreement regarding this site on which they intend to develop a326,000 squarefoot building (including parking) for both industrial and
commercial uses. The estimated cost of development of this project is$17.5 million. Ophir's share of the property and joint venture is 70%.
Through December 31, 1998, Ophir invested $8.8 million in the development of the building. Part of the building (50% of main area) is leased
already.

On January 7, 1999, the joint venture entered into an agreement to sell 9000 square feet of the building for $1.2 million.

Ophir ownsa 16.7% interest in the Shmey-Bar group of companies (" Shmey-Bar"). Shmey-Bar acquired 2.3 million square feet of real estate
properties from Hamashbir Hamerkazi, Ltd. ("Hamashbir Hamerkazi") for $27.7 million. In the same transaction, Shmey-Bar received an
option to acquire, for $26.3 million, anadditional 700,000 square feet of real estate properties from Hamashbir Hamerkazi. These properties
are situated in various locations in Isragl. Ophir'sinterest in Shmey-Bar wasacquired with a nominal investment accompanied by a $2.6 million
shareholder's loan.

Ophir was, through a wholly-owned subsidiary, a limited partner in Clark/67 Associates L.P. ("Clark/67") which purchased an office building in
New Jersey for $3.2 million. Ophir invested $250,000 of Clark/67's $500,000 capital. Ophir sold its interest in Clark/67, effective February 20,
1998 for asale price of $1.2 million, representing an estimated net profit after taxes of $0.9 million to Ophir.

On October 17, 1996, Memco Software Ltd. ("Memco"), a provider of computer security solutions, conducted itsinitial public offering of
3,870,000 ordinary shares (including 450,000 over-allotment shares) at $15.00 per share. Memco sold 3,450,000 of theseshares and received
net proceeds of approximately $46 million, and existing shareholders sold 420,000 shares. Prior to the offering, Ophir owned a 17.9% interest
in Memco, whichit purchased for $2.5 million. Ophir sold ordinary sharesin the offering, reducing its ownership interest to 13.1%. The
Company recorded a fourth quarter gain in 1996 of approximately $1.2 million, after taxes, with respect to the offering. In 1997, Ophir sold an
additional 200,000 shares of Memco for again of $2.3 million, after taxes andin thefirst quarter of 1998 sold 200,000 shares of Memcofor a
gain of $2.1 million after taxes. After these sales, Ophir has a 10.3% interest in Memco.

Since Ophir no longer hassignificant influencein Memco (because of the reduced ownership interest and cancellation of thevoting agreements
and total waiving of Ophir'srightsto nominate a director), the use of the equity method for theinvestment in Memco was stopped asof April 1,
1998 and the carrying value presented an "available for sale" investment.

On May 1998, Memco purchased two companies for $44 million in sharesand $11 million in cash, reducing Ophir's equity interest to 9.3%.

On August 13, 1998, Memco entered into an agreement with Platinum Technology International Inc. (one of Memco's shareholders), pursuant
to which, at the effective time of the arrangement, each outstanding Memco ordinary share will be exchanged for 0.836 of share of Platinum and
Memco will become a wholly-owned subsidiary of Platinum. Completion of the arrangement depends upon meeting a number of conditions.
Ophir istheowner of 1,626,397 Memco's shares (9.3%).

In December 1994, Ophir invested approximately $6.75 million and acquired 33% of a 60,000 square foot property in Tel Aviv. The owners of
the property have nearly completed construction of a building on the property consisting of 229,000 square feet of office space, 22,000 square
feet of commercial space and 500 parking spacesat atotal cost of approximately $30 million. Inaddition, Granite invested $3 million and
acquired 17% of thisproperty. It is anticipated that Hapoalim will occupy space in this building. Since January 1995, Ophir and Granite have
invested additional funds for the construction of the building. On February 20, 1997, Ophir, Granite, and an unrelated third party, Zeus
InvestmentsLtd., entered into an agreement with Revadim (Properties) Ltd., a subsidiary of Hapoalim, to sell their interestsin the property.
Pursuant to the agreement, Granite
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and Ophir will sell their entire interestsand Zeus will sell a portion of itsinterest. Granite's share of the consideration will be approximately
NIS 36 million (approximately $10.7 million) and Ophir's share will be approximately NIS 70 million (approximately $20.9 million).
Completion of the sale, upon the completion of the building, took place in the second quarter of 1998. In 1997, Ophir recorded a net gain of
$1.9 million, after taxes, from thesale of the building based on an estimated partial completion of the building and an estimated provision for
construction costs. In 1998, Ophir recorded a net gain of $1.9 million.

In September 1995, Ophir acquired a 10% interestin ajoint venture which has agreed to purchase 4.4 million square feet of land near Haifa for
approximately $15 million, on which the parties intend to develop a commercial real estate project for rent. Ophir has obligated itself to invest
up to $1.5 million in the first stage of this project and its share of development costsis estimated to be as much as $30 million.

On September 16, 1998, Teledata Communications Ltd. ("Teledata") entered into an agreement with ADC Telecommunications Inc., pursuant
to which, ADC agreed to pay $15.7 for each of Teledata's shares. The deal wascompleted in November 1998 and Ophir received $5.6 million.
Ophir recorded aloss of $.9 million on thesale of Teledata's sharesin 1998.

On December 31, 1998, the 52% interest in Industrial Buildings was transferred from Minvat, a 25%-owned affiliate of Ophir, to Mivnat's
shareholders. Ophir currently holds a direct interest of 13.2% of Industrial Buildings, and hasappointed two directorsto its board of directors,
one from Ampal and the other fromINV.

In 1998, Ophir paid $7.0 million for dividends declared in 1997, and declared dividends of $4.8 million paid in January 1999.
In February 1998, Dr. Gleitman, Chief Executive Officer of Ampal, became the Chairman of the Board of Directors of Ophir.
ENERGY DISTRIBUTION

GRANITE HACARMEL INVESTMENTSLTD. ("GRANITE")

Granite owns the Sonol group of companies, the second largest Isragli distributor of refined petroleum products. Supergas, a wholly-owned
subsidiary of Granite, isthe third largest marketer and distributor in Israel of liquefied petroleum gas. Through its subsidiaries, Granite also
manufactures and markets|ubricating oils and automotive batteries.

During 1998, Sonol had a net gain of 7 public gas stations to its network. As of December 31, 1998, Sonol supplied petroleum products to 180
public gas stations in Israel, of which 134 are owned by or leased to Sonol. Sonol sold approximately 2.3 million metric tons of refined
petroleum products and lubricating oils in 1998.

Sonol and Delek The Israel Fuel Corporation Ltd. ("Delek") jointly own therights to the Dalkan 2000, a computerized system for marketing
fuel products (primarily to automobile fleets). On January 26, 1997, the anti-trust commissioner ruled that the joint marketing arrangement of
the Dalkan 2000 system between Sonol and Delek isarestrictive trade agreement. Asaresult of the position taken by the Controller, Sonol and
Delek agreed to divide the Dalkan 2000 system between themselves so that each company will operate an independent system in a manner that
will enable customers, in accordance with their own preferences, to enter into an agreement with either of the companies. The implementation
of the separation agreement wascarried out during 1998.
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During 1998, theformer controlling shareholder of Granite, the Mashav group, sold its56.9% interest in Granite, in an auctionyielding a
company valuation of approximately $350 million, to a group consisting of the Borovitz family, controlling shareholder of Arkia, one of Isragl's
aviation companies and Glenkor, a Swisscorporation which is one of the world's largest crude oil dealers. Granite's Chairman isMr. Y.
Borovitz, whois the CEO of Arkia

During December 1998, Granite declared and paid to its shareholders cash dividendsin atotal amount of NIS 500 million. The Company's
share in such dividends wasthe equivalent in US$ of NIS93 million.

The Company's ownership of Granite, as of December 31, 1998 was 19.1%. Asaresult of arecent sale of Granite Hacarmel Investments Ltd by
its controlling shareholder, the shareholders agreement which had been in effect between that shareholder, the Company and the Landau Group,
as defined below, was terminated. The Company entered into anew shareholders agreement, dated July 16, 1998, with'Y eshayahu Landau and
Y eshayahu Landau Properties (1998) Ltd. (collectively, the"Landau Group"), with respect to their interestsin Granite. In addition to the
shareholders agreement the new controlling shareholders of Granite agreed to maintain the same board representations which existed prior to
the sale. Two of the Company's representatives are membersof the board of directors of Granite and one representative is a member of the
executive committee of theboard of Granite. As of the beginning of March 1999, the Company owns an approximately 20.3% interestin
Granite and the Landau Group owns an approximately 19% interest in Granite.

HOTELSAND LEISURE-TIME
CORAL WORLD INTERNATIONAL LIMITED (" CORAL WORLD")

Cora World, which is 50%-owned by the Company, ownsand controls three marine parks in Eilat (Isragl), Perth (Australia) and Maui
(Hawaii). (The park in Maui wasopened to the public in March 1998).

Coral World'smarine park located in Eilat isnext to the coral reefsand visitors at this park view marinelife inits natural coral habitat through a
unigque underwater observatory. Coral World's marine parks in Perth and Maui allow visitorsto walk through atransparent acrylic tube on the
bottom of aman-made aquarium surrounded by marine life. In addition to admission charges, Coral World's food and beverage facilities and
retail outlets are a significant revenue source.

Cora World's parks hosted approximately 1,251,000 visitors during 1998. Coral World employed approximately 250 persons as of December
31, 1998.

On February 24, 1999, awholly-owned subsidiary of Cora World sold its aquarium in Manly (Australia) to an unrelated party for AU$1.6
million. This aquarium hashad an operating loss since its purchase by Coral World in 1992. This subsidiary, Coral World Manly Pty. Ltd.,
remains theowner of asmall real estate property in Sydney.

Coral World isin litigation with respect to insurance coveragefor a U.S. $1.2 million claim relating to hurricane damages in St. Thomas in
1995. The outcome of this dispute has not been determined.

COUNTRY CLUB KFAR SABA LIMITED ("KFAR SABA")

Kfar Saba operates a country club facility (the "Club") in Kfar Saba, atown north of Tel Aviv. Kfar Saba holds a long-term lease to the real
property on whichthe Club is situated. The Club'sfacilities include swimmingpools, tennis courts and a clubhouse.

The Club, which has a capacity of 2,000 member families, had approximately 1,800 member familiesfor the 1998/99 season and approximately
1900 member familiesfor the 1997/98 season. The construction cost of the Clubwas $5.2 million, whichwas financed
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principally withdebt. Kfar Saba's revenues areprincipally attributable to annual memberships. The Company owns 51% of Kfar Saba.

HOD HASHARON SPORT CENTER (1992) LIMITED PARTNERSHIP ("HOD HASHARON")
On December 31, 1995, the Company purchased from Kfar Saba its 50% interest in Hod Hasharon for $1.4 million.
Hod Hasharon operates a similar country club facility (the "H.H. Club") in Hod Hasharon, atown adjacent to Kfar Saba. The H.H. Club, which
has a capacity of 1,600 member families, has operated at capacity for the past two years. The H.H. Club, which opened in July 1994, was
constructed at a cost of $4.8 million, of which$2.1 million wasborrowed from banks.

MORIAH HOTELSLTD. ("MORIAH")

Moriah, which is 46%-owned by the Company, isone of thelargest hotel chainsin Isragl based both upon the number of rooms and the number
of locations.

The following chart provides certain information with respect to hotels Moriah owns or operates:

NO. OF MORI AH S
LOCATI ON CATEGORY ROOVB | NTEREST
Jerusal em . ... .. Luxury 292 Owns
Bilat. . . . Luxury 306 Owns
Dead Sea. ... ... Luxury 220 Onns
Tel AVI V. . Luxury 355 Leases(1)
Tiberias. . ... ... Luxury 265 Leases(2)
Dead Sea. ... ... First O ass 196 Manages(3)
Zichron Yaakov. .. ... ... .. Econony 112 Manages(4)
Nazareth. .. ... .. Econony 120 Manages(4)
Total . 1, 866

(1) Net lease which expiresin 2006.
(2) Net lease which expiresin 2001.
(3) Management agreement which expiresin March 1999.
(4) Management agreement which expired in March 1998.

Moriah's competitive position hasbeen enhanced by operating out of more locations than any other chain in Isragl, improving its facilitiesand
providing high quality service to its guests. During 1998, Moriah spent approximately $4.4 million on general improvements and renovations.

Tourist arrivals in Isragl during 1998 and 1997 were 1.9 million and 2.1 million, respectively. Moriah's occupancy rate was66% (68%,
exclusive of the economy hotels) in 1998 and 67% (68%, exclusive of the economy hotels) in 1997. The average occupancy ratein the Isragli
hotel industry during 1998 was 59%. Moriah's average room rate (expressed in dollars) decreased by 9% in 1998 compared to 1997.

Moriah's competitive position could be adversely affected by economic changesin foreign countries, construction of new hotels in locations
which compete with Moriah's hotels or unrest in Isragl or other areas of the Middle East. Asaresult of the significant riseintourism in Isragl in
some recent years, additional hotels have been or are being constructed and competition is expected to intensify.
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Moriah employed approximately 1,515 persons asof December 31, 1998.

In December 1995, Moriah entered into an agreement with Radisson SAS, theinternational hotel chain, pursuant to which Moriah has been
granted a 30-year exclusive franchise in Isragl. Moriah's hotels have been renamed to include the Radisson name and arenow included in the
Radisson reservation network. The agreement also grantsMoriah the right to operate hotels in Jordan under the name Radisson Moriah.

On January 25, 1999, the Company accepted atender from Koor Tourism Enterprises (which tendered, jointly with the Sheraton International
chain) for the acquisition of the Radison Moriah Hotelschain ("Moriah"), the Company's 46%-owned affiliate, for $37.5 million. This
transaction was approved by Israel's Anti-Trust Commissioner. If the aforementioned transaction is consummated, the Company will record a
gain on sae in the amount of approximately $12.4 million ($8 million, net of incometaxes). In the event that Moriah distributes dividends prior
to the completion of the sale, the sales price will be adjusted by the amount of the dividends received.

The sale of the Moriah Hotels chain was initiated as a result of strategic policy adopted by Ampal's Board of Directors in 1998.
FINANCE AND OTHER HOLDINGS
AM-HAL LTD. ("AM-HAL")

The Company and a subsidiary of The Israel Corporation, amajor Israeli holding company, each own 50% of Am-Hal. The aggregate cost of
the center was approximately $21 million, and was financed principally by loans made or guaranteed by the shareholders and refundabl e tenant
deposits. These loans have been repaid.

Am-Hal has developed and operates a luxury senior citizens center in Rishon Lezion, acity located approximately 10 miles south of Tel Aviv.
The center, which was completed in March 1992, includes 162 apartments (of which 152 were occupied on December 31, 1998), an 80-bed
geriatric ward, aswimming pool and other recreational facilities. The geriatric ward is leased by Am-Hal to a non-affiliated health care provider
until 2002. Rental paymentsare based upon the profits of the geriatric ward, with a minimumrent of $340,000 per year.

Due to the success of this project and the increased demand for such services, Am-Hal hasentered into a joint venture agreement with, among
others, the owner of a property consisting of 2.5 acres of land in Hod Hasharon, a city located approximately 7 miles north of Tel Aviv. The
joint venture intends to build asenior citizens center on this site, a building of approximately 225,000 square feet (the building in Rishon
Le-Zion isapproximately 120,000 square feet). It isanticipated that the center will include 260 apartments. The joint venture anticipates that
the center will be opened June2000. The total cost of the project will be approximately $42 million. By the end of 1998, 16 apartments had
been sold.

EPSILON INVESTMENT HOUSE LTD. ("EPSILON")

In January 1995, the Company invested $1.5 million and acquired 20% of Epsilon and its affiliate, Renaissance | nvestment Company L td.
("Renaissance"). Epsilon is an investment bank which provides portfolio management services and Renaissance provides underwriting services
inlsragl through its subsidiaries.

RENAISSANCE ISRAEL
In July 1994, the Company agreed to invest $3 million for 15% of Renaissance Isradl, afund that investsin Isragl-related companies generally
on the same termsand conditions as the Renaissance Fund LDC (the "Renaissance Fund"). The Renaissance Fund wasformed in 1994 to invest
primarily in emerging markets, basic industry and government privatizations

17

peres e SO irsssn 2002, EDGAR Online. I nc.




inIsrael and elsewhere inthe Middle East. The Company had invested an aggregate of $2.8 million in Renaissancelsragl, asof December 31,
1997. In March 1998, the Company invested approximately $60,000, reducing its outstanding commitment to approximately $150,000.

The only active investment made by the Company through the Renaissance fund whichis still onthe Company'sbooks is an investment in
Clalcom. Book value of which at theend of December 31, 1998 was $370,000.

INDUSTRY
CARMEL CONTAINER SYSTEMSLIMITED ("CARMEL")

Carmel isone of the leading Isragli designers and manufacturers of paper-based packaging and related products. Carmel manufactures a varied
line of products, including corrugated shipping containers, moisture-resistant packaging, consumer packaging, triple-wall packaging and
wooden pallets and boxes.

Carmel estimatesthat it manufactures approximately 25% of thefolding board, approximately 85% of the corrugated triplewall, and
approximately 35% of the corrugated board packaging in Israel. Carmel's products are marketed to a wide variety of customers for diverse uses,
but its principal market is packaging for agricultural products and for thefood and beverage industry. During thelast few years, sales of
packaging products to exportersof agricultural products have declined dlightly, but have been partially offset by an increase in domestic sales.

In 1996, 1997 and 1998 Carmdl invested approximately $34 million for machinery and infrastructure. In December 1996, one of Carmel's
plants was relocated to aleased property in Caesarea, Israel and a second plant was moved and combined with thefirst plant in the third quarter
of 1997. Asof December 31, 1998, Carmel employed 690 persons.

Asof December 31, 1998, the Company owned 20.7% of the shares of Carmel. Shares of Carmel are listed for trading onthe AMEX under the
symbol "KML". The Company, American Isragl Paper Mills Ltd., the largest paper producer in Israel, and Robert Kraft, a United States
investor, are parties to a shareholders agreement withrespect to their shareholdings (which aggregate approximately 78% of the shares) in
Carmel. The agreement includes provisions governing board representation, required votes for specified corporate actions, matters on whichthe
shareholders agree to cooperate and rights of first refusal withrespect to thesale or transfer of the shares owned by the parties. Carmel has
granted to International Forest Products Corporation, an affiliate of Mr. Kraft, aright to supply up to 80% of Carmel's requirements for
imported paper and forest products in the ordinary course of Carmel's business, on a competitive basis.

M.D.F. INDUSTRIESLTD. ("M.D.F.")

M.D.F. the Company's 50%-owned affiliate, which hasestablished a plant in Isragl for the production of mediumdensity fiber boards, and
which completed itsrunning-in period on June 30, 1996, incurred significant lossesin 1996 and 1997. The losses in 1997 are primarily
attributable to a low-down in thelsragli construction industry where M.D.F. primarily markets itsproducts. In view of the substantial losses
incurred by M.D.F. and the continuing depressed prices with respect to its products, the Company believes that further substantial losseswill be
incurred by M.D.F. Consequently, because of the uncertainty withrespect to M.D.F.'s future operations, the Company recorded aloss from
impairment of thisinvestmentin December 1996 for its full remaininginvestment in and loans to M.D.F. in theamount of $8.8 million. This
loss, in addition to the $1.3 million loss previously recorded by the Company in 1996 with respect to M.D.F., resulted in atotal |oss attributable
to the operations of M.D.F. in theamount of $8.6 million, net of tax benefits. M.D.F. isno longer accounted for as an affiliate of the Company
under the equity method of accounting. The Company, however, continues to be contingently liablewith respect to $5 million of guarantees
given by the Company with respect to M.D.F.'s bank obligations. The Company is attempting to reduce its exposure under these guarantees.
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In an effort to improveits financial results, M.D.F. is attempting to improveits efficiency and reduce its costs. Furthermore, pursuantto a
request made by M.D.F., it isanticipated that an anti-dumping duty will be imposed by the Minister of Industry and Commerce on medium
density fiber boards which are being imported from the United States and Europe.

Paradise IndustriesLtd. ("Paradise")

Paradise is aleading manufacturer and distributor of mattresses and fold-out beds in Isragl. Paradise manufactures and distributes its mattresses
under the brand names "Paradise," "Mefi" and "Sealy." "Sealy" mattressesare manufactured and distributed by Paradise under a ten-year
exclusive license covering the Israeli market expiring in 2002 with anoption for anadditional five-year term. Paradise ownsits own
manufacturing facilities. It distributes mattresses through independent stores and by direct sales to hotels.

On June 26, 1997, Paradise's main factory was heavily damaged by a fire and hasbeen closed since then. Paradise was, however, able to resume
its activities at the end of the third quarter by assembling mattresses and sofa beds out of its newly-built assembly plant rather than
manufacturing them. Paradise uses imported and domestically produced components in its assembly process. Paradise carried both fire damage
and business interruption insurance covering the factory. In December 1997, Paradise settled with the insurance company and agreed to accept
$7.1 million of compensation for the damage caused by thefire. Paradise received $6.8 million of the insurance proceeds in December 1997
and the balance in early 1998. The insurance recovery for the loss of profits caused by fire was $.8 million. Paradise was also compensated for
the additional expensesit incurred as aresult of the fire.

In January 1998, a new managerial team, experienced in the mattress and bedding industry, wasinstalled at Paradise. Throughout 1998, the
number of the Company's employeeswas reduced to 75 while at the same time production continued, the break even point of the plant declined
substantially andthe production potential grew.

The Company currently owns 85.1% of the share capital of Paradise.
Employees

Asof December 31, 1998, Ampal had 6 employees. Ampal (Isragl) had two employees, Ampal Industries (Isragl) Ltd. had eleven employees,
and Ampal Development (Israel) Ltd. had one employee. Relations between Ampal and its employeesare satisfactory.

CONDITIONSIN ISRAEL

Most of thecompaniesin which Ampal directly or indirectly invests conduct their principal operations in Israel and are directly affected by the
economic, political, military, social and demographic conditions there. A state of hostility hasexisted, varying as to degree and intensity,
between Isragl and the Arab countries and the Palestine Liberation Organization (the"PLO™"). While negotiations have taken place and are
taking place between Isradl, itsArab neighbors andthe PLO to end the state of hostility intheregion, it isnot possible to predict the outcome of

these negotiations and their eventual effect on Ampal andits investee companies.

Economic Activity

Many of the Company'sinvestee companies borrow and lend shekel-based loans which are typically linked to thelsraeli Consumer Price Index
("CPI™). Therefore, changes in (i) the CPl, (ii) therate of exchangebetween the Isragli shekel and theU.S. dollar, and (iii) inflationin Israel,
can have adirect affect onthe Company'sfinancial statement.
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The Isradli inflation ratein 1998 was 8.6% versus 7.0% in 1997. The highest priceincreases were in miscellaneous 11.6%, fruitsand vegetables
11.6%, furniture and house equipment 10.4%, health care (9.2%), education, culture and entertainment (8.6%), and food, excluding fruits and
vegetables (8.4%). The housing index rose 8.8%. Until August 1998, theannual inflation rate wasapproximately 1.0%, but due to the drastic
devaluation of theNIS versus the US$, as aresult of global crisis, arapid increase in prices occurred. The Israeli economy grew 2.0% in 1998,
the lowest rate of the decade. From 1990 to 1995, the Gross Domestic Product rose from 6% to 7% annually, declining to 4.7% in 1996.

During 1998, the shekel was devalued by 17.6% relative to the United States dollar, arate which washigher than theannual inflation rate.

To offset the effectsof inflation on the purchasing power of thelsragli currency, the Government of Isragl has instituted "linkage" policies
which have also been followed by most private organizations. Through linkage, the amount of anobligation or payment isincreased from time
to time by an amount related to changesin an index which may be the exchange rate of aforeign currency or a price index. The payee isthus
compensated for therelative decline in the purchasing power of theNIS. Linkage adjustments may be based upon the total or only a specified
percentage of the change in theindex being used. Many obligations or paymentsin shekels are linked to the United States dollar or thelsragli
CPI, including payment obligations and receivables of many of the Company's investees.

The following table setsforth for the periods indicated the effects of annual inflation on linkage adjustments and annual devaluations, as
discussed in the preceding paragraph:

| srael Annual uU. S.
Annual Cl osing Inflation Annual
Inflation Exchange Annual Adj usted for Inflation
Year Ended Dec. 31 Rat e( 1) Rat e( 2) Deval uati on(3) Deval uati on(4) Rat e(5)
9.4 2.764 21.1 (9. 66) 3.0
11.2 2.986 8.0 2.96 3.0
14.5 3.018 1.1 13.25 2.6
8.1 3.135 3.9 4.04 2.8
10. 6 3.251 3.7 6.6 3.3
7.0 3.536 8.8 (1.65) 1.7
8.6 4.16 17.6 (7.66) 1.6

(1) "lsrael Annual Inflation Rate" isthe percentage increase in the Israeli CPI between December of theyear indicated and December of the
preceding year.

(2) "Closing Exchange Rate" isthe rate of exchange of one United States dollar for theNIS at December 31 of the year indicated as reported by
the Bank of Israel.

(3) "Annual Devaluation” isthe percentage increase in the valueof the United States dollar in relation to the NIS during the calendar year.

(4) "Annual Inflation Adjusted for Devauation” is obtained by dividing the December Isragli CPI by the Closing Exchange Rate, thus first
obtaining a United States dollar-adjusted Isragli CPl, and then calculating theyearly percentage changes in this adjusted index.

(5) "U.S. Annua Inflation Rate" is abtained by calculating the percentage change in the United States Consumer Price Index for All Urban
Consumers, aspublished by the Bureau of Labor Statistics of the United States Department of Labor.
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Israeli Investment

Since the establishment of the State of Israel in 1948, the Government of Israel has promoted the development of industrial and agricultural
projects through a variety of methodsincluding tax abatements and tax incentives.

Industria research and development projectsin Israel may qualify for government aid if they deal with the development of commercial
products to be made in Israel for sale abroad. Direct incentives usually areprovided in theforms of grants, regulated in accordance with the
Law for Encouragement of Industrial Research and Development 1984. Many of the Company's investee companies have taken advantage of
such incentives.

CERTAIN UNITED STATESAND ISRAELI REGULATORY MATTERS
SEC Exemptive Order

In 1947, the SEC granted Ampal an exemption from the Investment Company Act of 1940, asamended (the "1940 Act"), pursuant to an
Exemptive Order. The Exemptive Order was granted based upon the nature of Ampal's operations, the purposes for which it wasorganized,
which have not changed, and theinterest of purchasers of Ampal's securities in the economic development of Israel. There can be no assurance
that the SEC will not reexaminethe Exemptive Order and revoke, suspend or modify it. A revocation, suspension or material modification of
the Exemptive Order would materially and adversely affect the Company. In the event that Ampal becomes subject to the provisions of the
1940 Act, it could be required, among other matters, to make material changesto its management, capita structure and methods of operation,
including its dealingswith principal shareholders and their related companies.

Israeli Banking Regulations

A provision of theBanking (Licensing) Law, 5741 1981, asamended (the "Banking Law"), imposes limitations on the purchase and holding of
means of control of non-banking corporations by Isragli banks. The Banking Law does not permit Israeli banks, including Hapoalim, to invest
more than 25% of its capital in non-banking corporations, including Ampal, or to hold more than 25% of the meansof control of each such
corporation.

Under an amendment to the Banking Law enacted in March 1994, Israeli banks, including Hapoalim, were required to reduce their holdings in
and means of control over grandfathered non-banking corporations, including Ampal, to 25% by not later than December 31, 1996, and to 20%
by December 31, 1999. Pursuant to thisamendment, each bank's permitted investments in non-banking corporations by the end of 2002 cannot
exceed 15% of each Isragli bank's capital, with the addition of upto 10% of its capital permitted to be invested, subject to certain limitations, in
certain eligible non-banking corporations. In order to comply with Banking Law, during 1996 Hapoalim engaged in a series of transactions
which reduced its holdingsin Ampal and resulted in Hapoalim no longer controlling Ampal.

From time to time, the Company engages in transactions with Hapoalim and its affiliates. Currently, the Company maintains substantial deposits
with Hapoalim and itssubsidiaries. See "Certain Relationships and Related Transactions.”

United States Banking Regulations

Hapoalim is subject, through the United States International Banking Act of 1978 ("IBA™), to the provisions of the United States Bank Holding
Company Act of 1956 ("BHC"). Dueto Ampal's status as a subsidiary of Hapoalim for purposes of the|BA and BHC, there may be limitations
upon the direct or indirect investment activities of Ampal in the United States. While Ampal itself is considered to be a " grandfathered"
investment of Hapoalim under the IBA for purposes of the BHC (which status may be reviewed by the Board of Governors of the Federal
Reserve), Ampal may not invest in morethan 25% of thevoting shares or the equity of United States corporations or non-United States
corporations which have amajority of their assetsin or revenuesderived fromthe United States, subject to certain exceptions. Management of
Ampal does not believe that these limitations contained in the BHC and theregulations of the Board of Governors of the Federal Reserve
System
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thereunder have had or will have any material adverse impact upon the Company or its operations.

TAX INFORMATION

Isradli Taxation of Ampal

Ampal (to the extent that it hasincome derived in Israel) and Ampa's Isragli subsidiaries are subject to taxesimposed under thelsragli Income
Tax Ordinance. For 1997, Israeli companies weretaxed on their incomeat arate of 36%.

A tax treaty between Israel and the United States became effective on December 30, 1994. Thistreaty has not had a substantial impact on the
taxation of the Company in the United Statesor in Isragl.

Ampal has income frominterest, rent and dividends resulting from itsinvestmentsin Isragl. Under Isragli law, Ampal has been required to file
reports with the Israeli tax authoritieswith respect to such income. In addition, asnoted below, Ampal is subject to awithholding tax on
dividends received from Israeli companies at arate of either 25%, 15% or 12.5%, depending on the percentage ownership of the investment and
the type of income generated by that company (as opposed to dividends payable to Israeli companies which are exempt from tax, except for the
dividends paid by an approved enterprise to either residents or non-residents, thetax onwhich iswithheld at a rate of 15%). Under an
arrangement with the Israeli tax authorities, such income hasbeen taxed based on principles generally applied in Israel to income of
non-residents. Ampal has filed reports with the Isragli tax authorities through 1996 and hasreceived "final assessments' with respect to such
reports filed through 1993 (which final assessments are, under Isragli law, subject to reconsideration by the tax authoritiesonly in certain
limited circumstances, including fraud). Based on the tax returns filed by Ampal through 1993, it hasnot been required to make any additional
tax paymentsin excess of the withholding on itsdividends. In addition, under Ampal's arrangement with thelsragli tax authorities, the aggregate
taxes paid by Ampal in Isragl and the United States on interest, rent and dividend incomederived from Isragli sources has not exceeded the
taxation whichwould have been payable by Ampal in the United States had such interest, rent and dividend income been derived by Ampal
from United States sources. There can be no assurance that thisarrangement will continue in thefuture. This arrangement does not apply to
taxation of Ampal's Isragli subsidiaries.

Generally, under the provisions of the Income Tax Ordinance, income paid to non-residents of Israel by residents of Isragl isgenerally subject
to withholding tax at therate of 25%. However, withholding rates onincome paid to United States residents by residents of Israel are subject to
the United States-Israel tax treaty. No withholding has been made on interest and rent payable to Ampal under an exemption which Ampal has
received from the incometax authorities on an annual basis. There can be no assurance that thisexemption will continue in the future. The
continued tax treatment of Ampal by thelsradli tax authorities in the manner described aboveis based on Ampal continuing to be treated, for
tax purposes, as a non-resident of Israel that is not doing businessin Isragl.

Under Isragli law, atax is payable on capital gainsof residents and non-residents of Israel. With regard to non-residents, this tax applies to
gainson sales of assets either located in Israel or which represent aright to assets located in Isragl (including gainsarising from the sale of
shares of stock in companies resident in Isragl). Since January 1, 1994, theportion of the gain attributable to inflation prior to that dateis
taxable at arate of 10%, whilethe portion since that date is exempt from tax, whilethe remainder of the profit, if any, was taxable to
corporations at 36% in 1998. Non-residents of Isragl are exempt fromthe 10% tax on the inflationary gain derived from the sale of shares in
companies that are considered Isragli residents if they choose to computethe inflationary portion of the gain based on the change in the rate of
exchange between
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Isradli currency and theforeign currency in which the shares were purchased fromthe date the shares were purchased until the date the shares
were sold.

The Income Tax Law (Adjustment for Inflation), 1985, which applies to companies which have businessincomein Israel or whichclaim a
deduction in Israel for financing costs, hasbeen in force since the 1985 tax year. The law provides for the preservation of equity whereby
certain corporate assets are classified broadly into Fixed (inflation resistant) and Non-Fixed (non-inflation resistant) Assets. Where
shareholders equity, as defined therein, exceeds the depreciated cost of Fixed Assets, atax deduction which takes into account the effect of the
annual inflationary change on such excess is allowed, subject to certain limitations. If the depreciated cost of Fixed Assets exceeds
shareholders equity, then such excess, multiplied by the annual inflation change, is added to taxable income.

Individuals and companiesin Israel pay VAT at arate of 17% of the price of assets sold and services rendered. They can deduct VAT paid on
goods and services acquired by them for the purpose of their business.

United States Taxation of Ampal

Ampal and its United States subsidiaries (inthe following tax discussion, generaly "Ampal") are subject to United States taxation on their
consolidated taxable income from foreign and domestic sources. The gross incomeof Ampal for tax purposes includes or may include (i)
income earned directly by Ampal, (ii) Ampal’s share of "subpart F income" earned by certain foreign corporations controlled by Ampal and (iii)
Ampal's share of income earned by certain electing "passive foreign investment companies’ of which Ampal is a stockholder. Subpart Fincome
includes dividends, interest and certain rentsand capital gains. Since 1993, the maximum rate applicable to domestic corporations is 35%.

Ampal is entitled to claim asa credit against its United Statesincome tax liability all or a portion of income taxes, or of taxes imposed in lieu of
income taxes, paid to foreign countries. If Ampal receives dividends fromaforeign corporation in which it owns 10% or more of thevoting
stock, in determining total foreign income taxespaid by Ampal for purposes of the foreign tax credit, Ampal istreated as having paid the same
proportion of theforeign corporation's post-1986 foreign income taxes as the amount of such dividends bears to the foreign corporation's
post-1986 undistributed earnings.

In general, the total foreign tax credit that Ampa may claimis limited to the proportion of Ampal's United Statesincome taxes that its foreign
source taxable income bearsto its taxable incomefrom all sources, foreign and domestic. The Internal Revenue Code of 1986, asamended (the
"Code"), also limitsthe ability of Ampal to offset its United States tax liability with foreign tax credits by subjecting varioustypes of income to
separate limitations. Source of income and deduction rules may further limit the use of foreign taxes as an offset against United States tax
liability. Asaresult of the operation of these rules, Ampa may choose to take a deduction for foreign taxesin lieu of the foreign tax credit.

Ampal may be subject to theaternative minimumtax ("AMT") on corporations. Generally, the tax base for the AMT on corporationsis the
taxpayer's taxable incomeincreased or decreased by certain adjustments and tax preferences for the year. The resulting amount, called
alternative minimum taxable income, is then reduced by an exemption amount and subject to tax at a 20% rate. Aswith the regular tax
computation, AMT can be offset by foreign tax credits (separately calculated under AMT rules and generally limited to 90% of AMT liability

as specially computed for thispurpose).

Item 2. Property

Ampal subleases 4,960 rentable square feet of office space leased by Hapoalim at 1177 Avenue of the Americas, New Y ork City under a
sublease which expires on August 30, 2009. The base rent, which commenced in September 1994, is $169,000, subject to escalation. In 1998,
Ampal'stotal payment to Hapoalim in connection with this lease was $170,000.
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The Company |leases office space in various locationsin Israel to Hapoalim and its subsidiaries, pursuant to leases which will generally expire
in the years between 2000 and 2003, in exchange for total rental paymentsin 1998 of approximately $2,870,000. Generally, the annual
payments are based upon 10% of thevalue of the property linked to the CPI. Inaddition, the Company leases spaces primarily for retail use to
non-related parties and received approximately $4,432,000 in rent for such spacesin 1998.

Other properties of the Company, andthe Company's acquisition of a building located at 800 Second Avenue, New Y ork, New Y ork and the
building's subsequent conversion into an office condominium, are discussed elsewhere in this Report. See "Business.”

ITEM 3. LEGAL PROCEEDINGS

In February 1995, Y akhin Hakal and its affiliates commenced alegal proceeding in Tel Aviv District Court seeking to cause Etz Vanir and

Y akhin Mataim to redeem the perpetual debentures owned by Ampal for approximately $700,000 and to require Ampal to surrender all of its
preferred shares of Etz Vanir and Y akhin Mataim for their par value (which isanominal amount), on the alleged grounds that the perpetual
debentures aredebt and not equity investments. Itis Ampal's view that its investments in these companies, which weremade in the 1950's, are
equity investments and arenot subject to redemption by these companies, other than upon liquidation. Ampal is contesting this legal
proceeding.

On July 27,1998, aTel Aviv District Court judge ruled in favor of Yakhin Hakal, the manager and co-owner of Ampal’'s 50%-owned affiliates
Etz Vanir and Y akhin Mataim. The judge's decision allows Etz Vanir and Y akhin Mataim to redeem debentures owned by Ampal for
approximately $800,000 and to require Ampal to surrender all of its preferred shares of Etz Vanir and Y akhin Mataim for their par value. After
the redemption and surrender, Ampal will no longer have any interest in Etz Vanir or Yakhin Mataim.

At the request of Ampal's attorneys, the Tel Aviv District Court hasissued a stay of performance of the judgment until the High Court of
Appeasissuesafina judgment. On October 15, 1998, Ampal filed an appeal with theHigh Court of Appeal in Jerusalem. Itis not expected
that afinal judgment will be rendered before the end of 1999. See "Etz Vanir."

For a description of aclaimfor NIS 3.6 million asserted against Ampal Financial, see"Rea Estate-Ampal Development (Israel) Ltd., Nir Ltd.
and Ampal Financia Services Ltd."

ITEM 4. SUBMISSION OF MATTERS TO AVOTE OF SECURITY HOLDERS
None.
PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS
PRICE RANGE OF CLASSA STOCK

Ampal'sClass A Stock islisted onthe AMEX under the symbol "AIS.A." The following table setsforth the high and low sales pricesfor the
Class A Stock, as reported on the consolidated transaction reporting system for each calendar quarter during the periods indicated:

H GH LOW
1998:
Fourth Quarter........ ... ... e $ 4 7/8 $ 3 3/8
Third QUart er. . e 5 5/8 4
Second QUart . ... e 5 3/4 5 1/8
First QUarter. ... ... 5 11/ 16 4 13/ 16
1997:
Fourth Quarter....... ... e e e $ 5 3/4 $ 4 3/4
Third Quart er. . ... e e e 6 1/4 5 3/8
Second QUart B . ..o 6 1/8 4 3/4
First QuUart er. .. ... 5 3/4 4 7/8
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Asof March 18, 1999, there were 1,105 record holders of Class A Stock.

Redeemable Warrants to purchase Class A Stock, issued in connection with Ampal's 1994 public offering, were listed onthe AMEX under the
symbol "AISWS." The warrantsexpired on January 31, 1999.

VOTING RIGHTS

Unless dividends on any outstanding preferred stock are in arrears for three successive years, as discussed below, the holders of Class A Stock
are entitled to one vote per share on all mattersvoted upon. Notwithstanding the above, if dividends on any outstanding series of preferred
stock arein arrears for three successive years, the holders of al outstanding series of preferred stock as to which dividends are in arrears shall
have the exclusive right to vote for the election of directors until all cumulativedividend arrearages are paid. The shares of Class A Stock do
not have cumulative voting rights, which means that any holder of at least 50% of the Class A Stock, can elect all of the membersof Ampal's
Board of Directors.

DIVIDEND POLICY

In 1995, Ampa paid a dividend of $.21 per shareon its Class A Stock and Common Stock. From 1989 through 1994 and in 1996, 1997 and
1998, Ampal did not pay adividend on the Class A Stock, Ampal has never paid a dividend on its Common Stock other than in 1995. Past
decisions not to pay cash dividends reflected the policy of Ampal to apply retained earnings, including fundsrealized fromthe disposition of
holdings, to finance its business activities and to redeem debentures. The payment of cash dividendsin thefuture will depend upon the
Company'soperating results, cash flow, working capital requirements and other factors deemed pertinent by the Board.

Dividends on all classes of Ampal's shares are payable as a percentage of par value. The holders of Ampal's presently authorized and issued 4%
Preferred Stock and 61/2% Preferred Stock (each having a $5.00 par value) are entitled to receive cumulative dividends at therates of 4% and 6
1/2% per annum, respectively, payable out of surplus or net earnings of Ampal before any dividends are paid on the Class A Stock. If Ampal
fails to pay suchdividend on the preferred stock in any calendar year, such deficiency must be paidin full, without interest, before any
dividends may be paid on the Class A Stock. If, after the payment of all cumulative dividends on the preferred stock and a non-cumulative 4%
dividend on theClass A Stock, thereremains any surplus, any dividends declared areto be participated in by the holdersof 4% Preferred Stock
and Class A Stock, pro rata. On December 16, 1998, Ampal announced that its Board of Directors, at its meeting held on December 9, 1998,
had declared cash dividends onits preferred stock ($0.325 per shareon its 6 1/2% Preferred Stock and $0.20 per share onits 4% Preferred
Stock).

RECENT SALES OF UNREGISTERED SECURITIES

Pursuant to a L etter Agreement, dated as of March 1, 1997, among Ampal, Ampal Realty Corporation, awholly-owned subsidiary of Ampal,
and Emmes Asset Management Corp. ("Emmes'), Ampal agreed toissueto Mr. Andrew Davidoff, as custodian, 100 shares of Class A Stock
for each of histhree children each year for theduration of the effectiveness of the Letter Agreement. Emmes and Mr. Davidoff provide general
asset management and property advisory serviceswith respect to the building located at 800 Second Avenuein New Y ork City. Emmesis a
wholly-owned subsidiary of Emmes & Company LLC. Mr. Michael Sonnenfeldt, aformer director of Ampal, was the founder and managing
director of Emmes & Company LLC. On July 8, 1998, Ampal issued 300 shares to Mr. Davidoff, as custodian. See "Certain Relationships and
Related Transactions" for a complete description of the Company's agreement with Emmes. The issuance to Mr. Davidoff of such shares was
exempted from registration under the Securities Act of 1933, as amended, pursuant to Section 4(2) of such Act.
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ITEM 6

SELECTED FINANCIAL DATA

YEAR ENDED DECEMBER 31, 1998 1997 1996 1995 1994
(Dollars in thousands, except per share data)
Revenues .......... ... .. i $ 29,951 $ 56,114 $ 44,360 $ 44,713 $ 43,745
Net income (10SS) ..., 2,175 14,183 (10, 252) (3) 2,166(3) 7,334(3)
Earnings (loss) per dass A share:
Basic EPS ... ... ... $ .08(1) $ .58(1) $ (.45)(1)(3) $ .07(1)(3) $ .30(1)(3)
Diluted EPS .......... ... . .. $ .07(2) $ 50(2) $ (.45)(1)(3) $ .06(2)(3) $ .25(2)(3)
Total assets .............oiiiiiiian.. 329, 246 262, 274 283,551 312, 094 301, 194
Not es, deposits and
debentures payable .............. .. ... ... 131, 010 65, 053 102, 414 115, 881 95, 995
Di vi dends decl ared per
dass Ashare .........ooiiiiiiianiaan.. $ -- $ -- $ -- $ .21 $

(1) Computation is based on net income (loss) after deduction of preferred stock dividends of $335, $351, $364, $560 and $406, respectively.

(2) Computation is based on net income (loss) after deduction due to dilution in equity in earnings of affiliate of $334, $258, $402 and $556,
respectively.

(3) Includes (loss) income from discontinued operations, asfollows:

YEAR ENDED DECEMBER 31, 1998 1997 1996 1995 1994
(Loss) income from

di sconti nued

Operations . ..........ooviiiiininianin $ -- $ -- $ (2,892 $ (4,315) $ 969
(Loss) earnings per Class A

share from di sconti nued

operations:
Basic EPS .......... ... ... ... . ... ... $ -- $ -- $ (.12) $ (.18) $ .04
Diluted EPS ........ ... .. ... . ....... $ -- $ -- $ (.12) $ (.18) $ .04
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Items7 & 8.

MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

GENERAL

The "Company" (refers to Ampal-American Isragl Corporation ("Ampal"), and its consolidated subsidiaries) acquires interests in businesses
located in the State of Isragl or that are |srael-related. The Company seeks to invest in companies which have long-term growth potential. The
Company isinvolved in abroad cross-section of Isragli companies engaged in various fields including hightechnology and communications,
hotels and leisure-time, real estate, finance, energy distribution and industry. The Company generally participates in the management of its
investee compani es through representation on boards of directors and otherwise.

The Company emphasizes long-term appreciation over short-term returns and liquidity. The Company often makes equity investments
accompanied by more significant loansor loan guarantees withthe intention that cash flow from operations of the investee companies will
repay these loans.

The Company's results of operations are directly affected by the results of operations of its investees. The results of companies which are
greater than 50%-owned are included in the consolidated financial statements of the Company. The Company accounts for its holdings in
investees over which the Company exercises significant influence, generally 20%- to 50%-owned companies ("affiliates'), under the equity
method. Under the equity method, the Company recognizes its proportionate share of such companies income based on its percentage of direct
and indirect equity interests in earnings of those companies. If the Company's interest in a subsidiary were to be reduced to 20%-50%, the
investment would be recorded under the equity method. The Company's results of operations are affected by capital transactions of the
affiliates. Thus, theissuance of sharesby an affiliate at a price per share above the Company's carrying value per share for such affiliate results
in the Company recognizing income for theperiod in which such issuance is made, whiletheissuance of shares by such affiliate at a price per
share that is below the Company's carrying value per sharefor such affiliate results in the Company recognizing aloss for the period in which
such issuance is made. The Company accounts for its holdingsin investees, other than those described above, on the cost method (seelater
discussion regarding Investmentin MIRS) or in accordance with Statement of Financial Accounting Standards ("SFAS") No. 115, "Accounting
for Certain Investmentsin Debt and Equity Securities.”

A comparison of the Company'sfinancial statementsfrom year to year must be considered in light of the Company's acquisitions and
divestitures during each period.

For those subsidiaries and affiliates whosefunctional currency is considered to be the New Isragli Shekel ("NIS"), assets and liabilitiesare
trandated at the rate of exchange at the end of thereporting period and revenuesand expenses aretrandated at the average rates of exchange
during the reporting period. Trandlation differencesof those foreign companies financial statements are includedin the cumulative trandation

adjustment account (reflected in accumulated other comprehensive 1oss) of shareholders' equity.

Should the NIS be devalued against thedollar, cumulativetrandation adjustments arelikely to result in areduction in shareholders' equity. As
of December 31, 1998, the effect on shareholders equity wasa decrease of approximately $18.6 million. Upon disposition of an investment, the
related cumulative trangdlation adjustment balance will be recognized in determining gainsor losses.

YEAR 2000 COMPLIANCE
The Company has completed the process of identifying, evaluating and implementing changesto computer programs necessary to address the

year 2000 issue whichisthe result of
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computer programs having been written using two digits instead of four to define ayear. Thisissue affectscomputer systemsthat have date
sensitive programs that may recognize a date using "00" as 1900 rather than 2000. Systemsthat do not properly recognize such information
could generate erroneous data or cause a system to fail, resulting in business interruption. The Company presently expectsthat with
modifications to existing systems and softwareand converting to new software, the Y ear 2000 issue will not pose anoperational problem and
does not believe the cost of converting all internal systemsto be year 2000 compliant will be material to its financial condition or results of
operations. Costsrelated to the year 2000 issue are being expensed as incurred. The Company expects to complete al of its Year 2000
modifications by the end of 1999.

The year 2000 issue is expected to affect the systemsof various entities with which the Company interacts. However, there can be no assurance
that the systems of other companies on which the Company's systems rely will be timely converted, or that a failure by another company's
systems to be year 2000 compliant would not have a material adverse effect on the Company.

INTRODUCTION OF THE EURO

On January 1, 1999, eleven of the fifteen member countries of the European Union established fixed conversion rates between their existing
sovereign currencies anda new currency called the"Euro." These countriesagreed to adopt the Euro as their common legal currency on that
date. The Euro trades on currency exchangesand is available for non-cash transactions. Until January 1, 2002, the existing sovereign currencies
will remain legal tender in these countries. On January 1, 2002, the Euro is scheduled to replace the sovereign legal currencies of these
countries.

The Company does not conduct operations in Europe. However, there are no assurances that theimplementation of the Euro will not have an
adverse material affect on the Company's financial condition and results of operations.

RECENTLY ISSUED ACCOUNTING STANDARDS

In June 1998, theFinancial Accounting Standards Board ("FASB") issued SFAS No. 133 "Accounting for Derivative Instruments and Hedging
Activities" which establishes accounting and reporting standards for derivative instruments, including certain derivative instruments embedded
in other contracts, (collectively referred to as derivatives) and for hedging activities. It requires that an entity recognize al derivatives aseither
assets or liahilitiesin the statement of financial position and measure those instrumentsat fair value. The Company will adopt SFASNo. 133in
the first quarter of 2000. The Company doesn't believe that the adoption of thisSFAS will have a material effect onits financial condition or on
the results of its operations.

DISCONTINUED OPERATIONS

On December 23, 1996, the Company sold all of its equity interest in Pri Halemek (Canned and Frozen Food) 88 Ltd. ("Pri Ha'emek") to
Agrifarm International Limited ("Agrifarm™), a British company. Accordingly, the results of Pri Haemek have been presented as discontinued
operations in the Company's 1996 consolidated financial statements. In connection with the sale, the Company recorded a loss on disposition of
$3.2 million and atax benefit of $3.9 million, which wasbased on atotal loss of its investment in Pri Ha'emek in theamount of $9.7 million.

RESULTS OF OPERATIONS

Year Ended December 31, 1998 Compared to Year Ended December 31, 1997

Consolidated net incomedecreased from $14.2 millionin 1997, to $2.2 million in 1998. The decrease in netincome is primarily attributable to
the decrease in equity in earnings of affiliates, lower realized gains on investments, unrealized losses on investmentsin 1998 as compared to
unrealized gainsin 1997, and net interest expense in 1998 as compared to net interest incomein 1997. These decreases were partially offset by
income tax benefits and lower other expenses in 1998.
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Equity in earnings of affiliates decreased to $7.3 million in 1998, from $18.7 million in 1997. The decrease is primarily attributable to the
decreased earnings of Ophir Holdings Ltd. ("Ophir"), the Company's 42.5%-owned affiliate, whichis a holding company with interestsin high
technology andreal estate companies. Ophir reported lower earningsin 1998 as compared to 1997, primarily due to lower realized and
unrealized gainson investmentsas a result of thesale of shares of Teledata Communications Ltd. ("Teledata") in 1997.

The decrease in the equity in earnings of affiliates was partially offset by the increased earnings of Granite Hacarmel InvestmentsLtd.
("Granite"), Trinet Venture Capital Ltd. ("Trinet"), Carmel Container Systems Limited ("Carmel"), and Moriah HotelsLtd. ("Moriah").
Granite, the Company's 19.1%-owned affiliate, whichis one of Isragl'slargest distributors of refined petroleum products, recorded higher
earningsin 1998 due to improved gross profit marginsand a gain on sale of rea estate property. Trinet, the Company's 50%-owned effiliate, a
high-technology venture capital fund, recorded large unrealized lossesin 1997. Carmel, the Company's 20.7%-owned &ffiliate, whichisa
manufacturer of paper-based packaging products, also recorded higher earningsin 1998 due to theimproved efficiency at Carmel's new
manufacturing plant in Caesareaand increased sales of containersto thelocal market, despitethe economic slowdown in Isragl. Moriah, the
Company's46%-owned affiliate (see Subsequent Event), which ownsand operates hotelsin Isragl reported higher earnings as aresult of lower
administrative expenses and higher translation gainsin 1998.

In 1998, the Company recorded $1.4 million of unrealized losses on investmentsin trading securities, which are primarily attributable to the
Company'sinvestment during thethird quarter of 1998 in the shares of Bank Leumi Le'lsrael B.M. ("Leumi") in the amount of approximately
$21 million. The Company recorded $.9 million of unrealized gainson investmentsin trading securitiesin 1997 primarily attributable to its
investment in Mercury Interactive Corporation ("Mercury"). At December 31, 1998 and December 31, 1997, the aggregate fair value of trading
securities amounted to approximately $26.3 million and $7.5 million, respectively.

In 1998, the Company recorded $.8 million of gainson sale of investments, which are primarily attributable to itsinvestments in Mercury,
Shikun U'Fituach Lelsragl Ltd., Fundtech Ltd. and M-Systems Flash Disk Pioneers Ltd. In 1997, the Company recorded $4.5 million of gains
on sale of investments, $2.9 million of which is attributable to its direct investment in Teledata Communications Ltd. ("Teledata").

The Company recorded net interest expense in theamount of $7 millionin 1998, as compared to net interest incomeof $.5 million in 1997. The
net interest expense is primarily attributable to bank borrowings in connection with the Company'sinvestment in MIRS Communication
Company Ltd. ("MIRS").

In thefourth quarter of 1998, Graniteissued additional shares upon conversion of its debentures, and the Company's interestin Granite was
diluted from 21.5% to 19.1%. Asaresult of the dilution the Company recorded a gain onissuance of shares in theamount of $1 million.

Manufacturing revenues and expenses, which reflect the operations of Paradise Industries Ltd. ("Paradise"), the Company's 85.1%-owned
subsidiary, whichis amanufacturer and distributor of mattresses and fold-out beds in Isragl, decreased as a result of the slowdown in thelsragli
economy in 1998.

The Company recorded a $1.9 million loss from impairment of its investments in Mutek Solutions Ltd., Ortek Ltd., Medco Electronics Systems
and Geotek Communications Ltd. ("Geotek") in 1998. In 1997, the Company recorded a $2.2 million loss onimpairment of its investmentsin
U.D.S. - Ultimate Distribution Systems Ltd. and Geotek.

Other expenses decreased in 1998 as compared to the same period in 1997, primarily as aresult of a decrease in administrative expenses and
the effect of translation.

Income tax benefit in 1998 resulted from the utilization of foreign tax credits on dividends received fromthe affiliates.
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Year Ended December 31, 1997 Compared to Year Ended December 31, 1996
Consolidated income from continuing operations increased to $14.2 million in 1997, froma $7.4 million lossin 1996. The increase resulted

primarily from the increases in equity in earnings of affiliates, realized and unrealized gains on investments, net interest income in 1997 as
compared to net interest expensein 1996, lower losses from impairment of investments, increase in other income, and the absence of an
unrealized loss onrental property in 1997 whichwas recorded in 1996. These increases were partially offset by a decrease in net rental income
and a restructuring charge recorded in 1997.

Equity in earnings of affiliates increased from $6.3 million in 1996, to $18.7 million in 1997. The increase is primarily attributable to the
significantly improved earnings of Ophir and to increased earnings of Coral World International Ltd. ("CWI"), the Company's 50%-owned
affiliate, which owns and operates marine parksin Eilat (Isragl) and Perth and Manly (Australia). The increase in Ophir's 1997 earnings resulted
primarily from realized and unrealized gainson its investment in Teledata, gains on sale of office and commercial real estate and lower interest
expense which resulted from repayments of loans.

CWI reported earningsin 1997 as compared to lossesin 1996. The losses recorded by CWI in 1996 wereprimarily attributable to the
company'sinvestments in marine parks in Nassau (Bahamas) and St. Thomas (U.S. Virgin Islands), which weresold in September 1996 and
April 1997, respectively.

The increases noted above were partially offset by the unrealized losses recorded on its investmentsby Trinet in 1997 ascompared to
unrealized gainsin 1996, and losses of Carmel. Carmel recorded losses in 1997 as compared to earningsin 1996 primarily because of a
decrease in sales volume as a result of the economic slowdown in Israel, a decrease in sales prices as aresult of escalating competition, an
increase in costs associated with the running-in of a new plant and the one-time expensesincurred with respect to the closing of old plants.

Moriah also recorded losses in 1997 primarily because of the decrease in occupancy rates (excluding the hotel in Tel Aviv) as aresult of the
decrease in tourism to Israel in 1997 and higher rental expenses pertaining to its hotel in Tel Aviv.

In 1997 the Company recorded $4.5 million of gainson sale of investments, $2.9 million of which isattributable to its direct investment in
Teledata, ascompared to $2 million of gainson sae of investments, including $1.5 million with respect to Teledata, which was recorded in
1996.

The Company also recorded $.9 million of unrealized gains on investments which are classified as trading securities as compared to $.1 million
of unrealized losses on investmentsin trading securitiesin 1996. At December 31, 1997 and December 31, 1996, the aggregate fair value of
trading securities amounted to approximately $7.5 million and $4.9 million, respectively.

The Company recorded net interest income in 1997, as compared to net interest expense in 1996. The increase in net interest income is
primarily attributable to debt reduction in connection with the sale of a condominium unit in an office building located at 800 Second Avenue,
New York, New York. Also, as aresult of this transaction, the Company recorded aloss of $1.1 million ($.6 million net of taxes) inits
December 31, 1996 financia statements. The decrease inrental incomeand rental property expenses are also attributable to the sale of the
condominium unit.

In 1997, the Company recorded $2.2 million of losses from impairment of itsinvestmentsin its21.9%-owned |sragli-based software company,
U.D.S. - Ultimate Distribution Systems Ltd., and in Geotek, an international wireless telecommunications company. In 1996 the Company
recorded a $10.1 million loss ($8.6 million net of taxes) from impairment of itsinvestment in M.D.F. Industries Ltd. ("M.D.F.").

On June 26, 1997, themain factory of the Company's 85%-owned manufacturing subsidiary, Paradise washeavily damaged by afire. Paradise
was, however, able to resumeits activitiesat theend of the third quarter by assembling mattresses and sofa beds out of its newly-built assembly
plant rather than manufacturing them. Paradise usesimported and domestically produced componentsin its assembly process. Paradise carried
both fire
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damage and businessinterruption insurance covering thefactory. In December 1997, Paradise settled with theinsurance company and agreed to
accept $7.1 million of compensation for the damage caused by thefire. Paradise received $6.8 million of the insurance proceeds in December
1997 and thebalance in early 1998. The insurance recovery for the loss of profits caused by firewas $.8 million. Thisincomeis includedin
other income in the Company's 1997 consolidated income statement. Paradise wasalso compensated for the additional expensesit incurred as a
result of the fire. The insurance proceeds covering these expenses were offset against the Company's manufacturing expensesin 1997. At
December 31, 1997, Paradise deferred $.7 million with respect to the proceeds received from the insurance company for the expenses incurred
inearly 1998 as aresult of the fire.

During 1997, in connection with management'splan to reorganize operations and reduce costs, the Company recorded a restructuring charge of
$1.3 million ($.7 million wasrecorded in the quarter ended December 31, 1997). This restructuring which resulted in the elimination of certain
corporate positions was completed in early 1998, and primarily related to severance and other employee related costs.

The change in the effective incometax ratein 1997 as compared to 1996 is mainly attributable to the losses of certain Israeli subsidiariesin
1996 for which no tax benefits were available, and to the utilization of foreign tax creditsin 1997 which wereprevioudy not available.

LIQUIDITY AND CAPITAL RESOURCES

At December 31, 1998, cash and cash equivalents were approximately $12 million as compared with $45.5 million at December 31, 1997. The
decrease in cash and cash equivalents and increase in investments are primarily attributable to the investmentsin MIRS (See "Investment in
MIRS") and Leumi (See "Discussion of Resultsof Operations - Y ear ended December 31, 1998 compared to year ended December 31, 1997").
The decreases in cash and cash equivalents attributable to the aforementioned investmentswere partially offset by dividends received from
affiliates, which amounted to $26.2 million. The increases in notes and loans payable and minority interestsare also attributable to the
investment in MIRS. The decreases in deposits, notes and |oans receivable and debentures are primarily attributable to scheduled repayments.

In addition to the investment in MIRS, the Company made the following investments in the high-technology fieldin theyear ended December
31, 1998, notably; (1) a$2.5 million investmentto acquire a 9% interest in Smartlight Ltd., a developer and marketer of innovative digital film
viewersfor use in the diagnosis of medical images; (2) a$2.1 million investment to acquire an additional 8.6% of XaCCT Technologies Ltd.
(total equity interest - 18.4%), adeveloper of billing, auditing and accounting software for TCP/IP networks; (3) a$1 million investment to
acquire an additional 3.8% of PowerDsine Ltd. (total equity interest - 11.9%, after dilution), a developer, manufacturer and marketer of
innovative modules and components for the telecommunicationsindustry; (4) a $1 million investment to acquire a 1.75% equity interest in
Compugen Ltd., adeveloper of agorithms and models for the interpretation of biological processes; (5) a$.4 million investment to acquire an
additional 2% in its existing investee NetFormX Ltd. (formerly Imagenet Ltd., total equity interest-21%), a developer of CANER(C) family of
network design, analysisand simulation tools; and (6) $.3 million to maintain its equity interest in its existing investee, Qronus Interactive Isragl
(1994) Ltd., adeveloper and marketer of software testing tools.

Asof December 31, 1998, the Company had issued guarantees on certain outstanding loansto its investees and subsidiariesin the aggregate
principal amount of $12.2 million, and has commitmentsissued to its investees of up to $13 million.

In 1998 and 1997, Ampal paid dividends in the amount of $.20 and $.325 per share onits 4% and 6-1/2% Cumulative Convertible Preferred
Stocks, respectively. Total dividends paidin both years amounted to approximately $.3 million and $.4 million, respectively.
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INVESTMENT IN MIRS

On January 22, 1998 (the "Closing Date"), the Company completed its purchase of a one-third interest in the assets of the shared networks
operation ("SNO") of MotorolaCommunications Israel, Ltd. ("Motorola Isragl") for a base purchaseprice of approximately $110 million. The
payment for the purchase price wasobtained from the Company'sown resources as well as fromtwo short-term bridge loans (" Short-Term
Loans"), one intheamount of $40 million from Bank Leumi USA (of which $8 million plus interest wasrepaid on February 2, 1998) and a
second in the amount of $35 million from Bank Hapoalim B.M. ("Hapoalim"). Each loan had aterm of 90 days, bore interest at a rate of
LIBOR plus 1/2% and was repaid in full fromthe proceeds of the long-term loans described below.

A new wireless communications service provider, MIRS Communication Company Ltd. ("MIRS"), initially one-third owned by the Company
and two-thirds owned by Motorola Israel, coordinates and operates in Israel thedigital and analog public-shared two-way radio and other
services previoudy furnished by Motorola Israel. The digital wireless communication service is based on Motorola Israel'siDENTM integrated
wireless communication technology, whichis known asMIRS in Isragl.

In March 1998, the Company transferred its interestin MIRS to alimited partnership (the "Partnership"). A wholly-owned Isragli subsidiary of
Ampal (the "General Partner") isthegeneral partner of the Partnership and owns 75.1% of the Partnership. The limited partners of the
Partnership purchased their interestsin the Partnership from the Partnership and include (i) an entity owned by Daniel Steinmetz and Raz
Steinmetz (directors of Ampal and the controlling persons of Ampal’s principa shareholder), which acquired a 9.1% interest in the Partnership
for $10 million, (ii) Hapoalim, which acquired a

7.45% interest in the Partnership for $8.195 million, (iii) an unrelated third party (The Israel Mezzanine Fund L.P., alimited partnership whose
general partner is First Isragl Mezzanine Investors Ltd.), which acquired a 7.45% interest in the Partnership for $8.195 million, and (iv) an
entity owned by Dr. Y ehoshua Gleitman, Ampal's Chief Executive Officer, which purchased a 0.9% interest for $1 million. Inaddition to the
purchase price, the limited partners also reimbursed the Company for their pro rata share of the expenses incurred by the Company in
connection with the original purchase from Motorolalsragl (including interest from the Closing Date until the purchase date of the limited
partnership interests).

The related parties purchased their limited partnership interests on the same terms as the unrelated third party which were determined through
arm'slength negotiations between the Company and the unrelated third party.

Each of the limited partners paid 35% of their respective purchase price in cash and assumed their pro rata share of Ampa's financing of the
original purchase (equa to 65% of their respective purchase prices) and assumed their pro rata share of the Partnership's long-term financing. A
portion of Dr. Gleitman's entity's purchase price wasobtained through two loans aggregating $250,000 fromthe Company. One loan, in the
amount of $150,000, hasaterm of 10 years, an interest rate of LIBOR plus 0.8% and is without recourse to Dr. Gleitman. The second loan, in
the amount of $100,000, has aterm of 10 years, an interest rate of LIBOR plus 0.5% and iswithrecourse to Dr. Gleitman. Both loans are
secured by Dr. Gleitman'sinterest in the Partnership.

The Partnership has been assigned all of the Company'srights under the original purchase agreement with Motorola Israel and has assumed all
of its obligations.

On May 4, 1998, the Partnership received two long-term loans from Hapoalim and Bank Leumi L€lsragl B.M. intheamount of $36.4 million,
each. Both loans are due on March 31, 2008 and bear interest at arate of LIBOR plus 0.8%. The principal paymentsare due as follows: 10% on
March 31, 2004, 15% on March 31, 2005 and 25% on each of the following dates - March 31, 2006, 2007 and 2008. Interest will be paid
annually on March 31 of each year from March 31, 2001 until and includingMarch 31, 2008. The proceeds from the long-term |oans were used
to repay the Short-Term Loans.

The Partnership ownsall of theauthorized preferred shares of MIRS and Motorola Isragl owns al of the authorized ordinary shares. Each share
issued by MIRS isentitled to one vote.
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The Company accounts for its investment in MIRS using the cost method of accounting. Under the cost method, the Company recognizes
income from dividends asthey are declared.

To theextent of available after-tax profits, MIRSis required to pay dividends to the Partnership equal to at |east $3,800,000 for fiscal year
2000 and $7,100,000 for eachfiscal year thereafter, so long asthe financial stability of MIRS will not be impaired. MIRSshall endeavor to pay
dividends in the following amounts: for fiscal year 1998, $4,950,000, for fiscal year 1999, $10,725,000 and for fiscal year 2000 and thereafter,
$23,430,000 (inclusive of the required payments), whichall holders of aninterest in MIRS shall share on a pro rata basis. To the extent that any
of theabove dividends are not paid by MIRS, they will accumulate. No dividends will be paid by MIRSto Motorola Israel until the Partnership
has received all of its accumulated dividends. Any dividends which arepaid in excess of the above amountsfor a given fiscal year will similarly
be paid pro ratato the Partnership and Motorola Isragl based on their sharesin MIRS. Pursuant to the original purchase agreement, Motorola
Isragl guaranteed that the Partnership would receive from MIRS at least $3,800,000 for fiscal year 2000 and $7,100,000 for eachfiscal year
between 2001 and 2005 inclusive, subject to an obligation of the Partnership to repay such guarantee payments in amount equal to the excess of
the amount actually received by the Partnership from MIRS with respect to any subsequent year over $7,500,000.

Motorola Israel hasagreed to make certain paymentsto the Partnership in the event that, prior to the thirteenth anniversary of the Closing Date,

thereis adissolution, liquidation, bankruptcy, winding up, or sale of all or substantially al of the assets of MIRS and the total proceeds to the
shareholders of MIRS islessthan $450 million.

The $110 million base purchase price for the Partnership's one-third interest in MIRS wasbased upon the Company'sval uation of the SNO and
its prospects. The original purchase agreement provides that under specified circumstances indicating that there has been an increase in the
enterprise value of MIRS, the Partnership must pay Motorola Israel an additional amount (the "Bonus'). The formulafor the Bonusvaries
depending upon whether an initial public offering of MIRS shares (an "IPO") has been consummated. If an PO is consummated prior to
December 31, 2002, the Partnership must pay Motorola Isragl the Bonus based on anincrease in thevaluation of MIRS for purposes of the

IPO. In no event will such Bonus exceed $33 million multiplied by 1.16n, wheren represents the number of years (and any part thereof)
between the Closing Date and the closing of the IPO.

If an IPO is not consummated prior to December 31, 2002 and if all dividends accumulated with respect to the Partnership's preferred shares up
to that time have been paid, then the Partnership must pay Motorola Israel a Bonusif (A) the present value of theactual after tax net income of
MIRS (as reported by MIRS auditors in compliance with generally accepted accounting principles in Isragl, excluding capital gains derived
from each transaction, not in the ordinary course of business, in which the consideration for MIRS is more than $5 million) for fiscal years 1998
through 2002, discounted at therate of 13%, exceeds (B) $71 million. In this case, the amount of the Bonus, if any, will equal the lesser of (i)
the amount of such excess multiplied by 2.3376, or (ii) $46 million.

On March 21, 1999, MIRS declared adividend, the Company's share of which amountsto $.9 million (net of minority interest).

MARKET RISKSAND SENSITIVITY ANALYSIS

The Company is exposed to various market risks, including changesin interest rates, foreign currency rates and equity price changes. This
analysis presents the hypothetical loss in earnings, cash flows and fair values of thefinancial instruments which are held by the Company at
December 31, 1998, and are sensitive to the above market risks.

Interest Rate Risks

At December 31, 1998, the Company had financial assetstotalling $38.6 million and financid liabilities totalling $131 million, respectively.
For fixed rate financial instruments, interest rate changes affect thefair market value but do not impact earnings or cash flows. Conversely, for
variable rate financial instruments, interest rate changes generally do not affect the fair market value but do impact future earnings and cash
flows, assuming other factorsheld constant.
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At December 31, 1998, the Company had fixedrate financial assets of $27.3 million and variablerate financial assets of $11.3 million. Holding
other variables constant, a ten percent increase in interest rates would decrease the unrealized fair value of the fixed financial assets by
approximately $.3 million.

At December 31, 1998, the Company had fixedrate debst of $40.2 million and variablerate debt of $90.8 million. A ten percent decrease in
interest rates would increase the unrealized fair value of the fixed rate debt by approximately $.7 million. The net decrease in earnings for the
next year resulting from aten percent interest rate increase would be approximately $.5 million, holding other variables constant.

Exchange Rate Sensitivity Analysis

The Company's exchangerate exposure of its financia instruments results from its investmentsand ongoing operations in Israel. The Company
doesn't utilize foreign exchange forward contracts to hedge thisexposure. Holding other variables constant, if there were aten percent adverse
change in foreign currency exchange rates, the Company's earnings would decrease by $1.9 million and cumulative translation loss (reflected in
the Company'saccumulated other comprehensiveloss) would increase by $1.1 million.

Equity Price Risk

The Company's investmentsat December 31, 1998, included marketable securities which arerecorded at fair value of $26.3 million, including
net unrealized losses of $3.6 million. Those securities have exposure to price risk. The estimated potential lossin fair value resulting from a
hypothetical 10% decrease in prices quoted by stock exchangesis approximately $2.6 million.

SUBSEQUENT EVENTS
On January 25, 1999, the Company accepted atender from Koor Tourism Enterprises (which tendered, jointly with the Sheraton International

chain) for the acquisition of the Radison Moriah Hotels chain ("Moriah"), the Company's 46%-owned affiliate, for $37.5 million. This
transaction was approved by the Isragl Anti-Trust Commissioner. If the aforementioned transaction is consummated, the Company will record a
gain on sae in the amount of approximately $12.4 million ($8 million, net of incometaxes). In the event that Moriah distributes the dividends
prior to the completion of the sale, the sales price will be adjusted by the amount of thedividends received.

Hapoalim approached Ampal to commence negotiations regarding the potential purchase by Ampal and its subsidiaries of Hapoalim's entire
holdings in Ampal. In connection withthe proposed transaction, Ampal's Related Party Transactions Committee approved on March 22, 1999
to continue the negotiations with Hapoalim to acquirethe entire Hapoalim holdings in Ampal in exchange for consideration consisting of cash
and certain real estate properties currently leased to Hapoalim.

34

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To theBoard of Directors and Shareholders of Ampal-American Isragl Corporation:

We have audited the accompanying consolidated balance sheets of Ampal-American Israel Corporation and subsidiaries (the "Company") as of
December 31, 1998 and 1997, and the related consolidated statements of income, comprehensive income, changesin shareholders' equity and
cash flows for each of the three years in the period ended December 31, 1998. Thesefinancial statements arethe responsibility of the
Company'smanagement. Our responsibility isto express an opinion on these financial statements based on our audits. We did not audit the
financial statements of certain consolidated subsidiaries, which statements reflect assetsand revenues of 19% and 6%, respectively, in 1998,
18% and 32%, respectively, in 1997, and revenues of 44% in 1996, of the related consolidated totals. Also, we did not audit thefinancia
statements of certain affiliated companies, theinvestments in which are reflected in the accompanying financial statements using the equity
method of accounting. The Company'sequity in net earnings of these affiliated companies represents $7,995,000, $18,611,000, and
$10,443,000 of consolidated netincome (loss) for the years ended December 31, 1998, 1997 and 1996, respectively. The statements of these
subsidiaries and affiliated companies were audited by other auditors whose reports have been furnished to us and our opinion, insofar as it
relates to theamountsincluded for those entities, is based solely on thereports of other auditors.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that weplan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. Anaudit includes examining, on atest
basis, evidence supporting the amountsand disclosures in the financial statements. Anaudit a so includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits and the reports of other auditors provide a reasonable basisfor our opinion.

In our opinion, based on our audits and thereports of other auditors, thefinancial statements referred to above present fairly, in all material
respects, the financial position of Ampal-American Isragl Corporation and subsidiaries as of December 31, 1998 and 1997, and the results of
their operations and their cash flowsfor each of thethree yearsin the period ended December 31, 1998, in conformity with generally accepted
accounting principles.

ARTHUR ANDERSEN LLP

New York, New Y ork
March 25,1999
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

YEAR ENDED DECEMBER 31,

(Dol lars in thousands, except per share data) ................ ..o
REVENUES:

Equity in earnings of affiliates (Note 12) .......... ... .. ... . . ... oo,
MBNUE @CE UT T NG o e

Interest:

Rel at @d parti @S . ...
QL NEr S
Rental 1 NCOMB ... ... .
Real i zed and unrealized (losses) gains on

investnments (Notes 3 and 5) .. ...

Gain on issuance of shares by affiliate ........ ... ... ... ... ... ... . ... ... .. ...
[ 0 =

EXPENSES:
Manuf act uri ng
Interest:

Rel ated parti @S ... ... .
1 B =T
Rental property operati Ng eXPENSES . ...t
Loss frominpairnent of investnments (Notes 3 and
1)
Unrealized loss on rental property (Note 3) ...... ... i
M NOri Ly TNt e St S .
1 3T
TOtal EXPENSES . it
Restructuring charge (Note 16) . ... ...t s
(Loss) income from continuing operations before
TNCOMB L AXES. . ottt ettt
(Benefit) provision for income taxes (Note 11) ...........iiiuiiiinnnnnnnnnn..
Incone (loss) fromcontinuing operations .................. ... ...

Di sconti nued operations (Note 2):
Loss from operations
Loss on disposition of $3,169, net of

applicable tax benefit of $3,887 ...... ...

Loss from di sconti nued operations

NET INCOVE (LOBS) ..ottt e e e e

Basi ¢ EPS (Note 10)
Earnings (loss) fromcontinuing operations ............ ... i,
Loss from di scontinued operations

Earnings (loss) per Aass A share ....... ... .
Shares used in calculation (in thousands) .............. ... e
Di luted EPS (Note 10)

Earnings (loss) fromcontinuing operati ons ............ ...,
Loss from di scontinued operations

Earnings (loss) per dass A share ......... ... i

Shares used in calculation (in thousands) ............... ... ... .. ... .........

The accompanying notes are anintegral part of the consolidated financia statements.

36

swneet ox B asim 2002, EDGAR Onl i ne,

8,492
5,122
7,195
3, 550
1,890

(1, 345)
6, 393

(1, 346)
(3,521)

I nc.

(Note 1)
$ 18, 703
12, 127
6, 988
2,743
7,107

5, 466

(Note 1)
$ 6,333
10, 891
9,918
1, 956
11, 663

1, 342

1,899



AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

DECEMBER 31, DECEMBER

31,

ASSETS AS AT 1998 1997
(Dol lars in thousands) (Note 1)
Cash and cash equivalents .............. ... .. ......... $ 12, 047 $ 45, 457
Deposits, notes and |oans receivable (Note 4) ........ 27,816 46, 176
Investnents (Notes 5 and 12) ......................... 214, 421 92,720
Investnent held for sale (Note 17) ................... 25,104 24, 664

Real estate rental property, |ess accunul ated
depreci ation of $6,492 and $5,902 (Note 3) .......... 29, 735 28, 603

Property and equi pnent, |ess accunul ated

depreciation of $2,608 and $2,596 ................... 3,227 3, 899
QO her assets .. ... 16, 896 20, 755
TOTAL ASSETS ..o $329, 246 $262, 274

The accompanying notes are anintegral part of the consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

LI ABI LI TIES AND DECEMBER 31, DECEMBER
31,
SHAREHOLDERS' EQUITY AS AT 1998 1997
(Dol lars in thousands) (Note 1)
LI ABI LI TI ES
Not es and | oans payable: (Note 6)
Related parties ........... ... $ 57,557 $ 18, 207
O hers 40, 636 5, 000
Debentures (Note 7) ... ... i 32,817 41, 846
Accounts and incone taxes payable, accrued
expenses and mnority interests ............ ... ...... 37,071 34,711
Total liabilities .......... . ... . . ... 168, 081 99, 764

SHAREHOLDERS' EQUITY (Note 8)
4% Cunul ati ve Convertible Preferred Stock, $5
par val ue; authorized 189, 287 shares; issued and
out standing 172,238 and 179,672 shares .............. 861 898

6-1/ 2% Cunul ati ve Convertible Preferred Stock

$5 par val ue; authorized 988, 055 shares; issued
and outstandi ng 925,279 and 968, 288 shares .......... 4,626 4,842

Class A Stock, $1 par val ue; authorized
60, 000, 000 shares; issued 24,684,822 and
24,418, 325 shares; outstanding 24,079, 422

and 23,812,925 shares ...........c. .. 24, 685 24,418
Additional paid-in capital ........... ... ... ... .. ... 57, 829 57, 491
Retained earnings ............. . 90, 615 88, 775
Treasury Stock, 605,400 shares of O ass A Stock

At COSt .. (3, 829) (3, 829)
Accunul ated ot her comprehensive loss ................. (13, 622) (10, 085)

Total shareholders' equity ................... 161, 165 162, 510
TOTAL LI ABILITIES AND SHAREHOLDERS EQUITY ........... $ 329, 246 $ 262,274

The accompanying notes are anintegral part of the consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEAR ENDED DECEMBER 31,

(Dol lars in thousands)

Cash flows from operating activities:

Net income (10SS) ...... ... i,
Adjustnments to reconcile net income (loss) to
net cash provided by operating activities:
Equity in earnings of affiliates ..............
Loss from discontinued operations .............
Real i zed and unrealized | osses (gains) on
I NVeStMBNES ... ..
Gain on issuance of shares by affiliate .......
Unrealized |l oss on rental property ............
Depreciation eXpense .............uuuiuunuunnn.
Anortization expense .......... ... ...
Loss frominpairnent of investnments ...........
Restructuring charge ......... ... ... ... ... ....
Mnority interests ......... ... .. . ..
Translation (gain) 10Ss ......... .. ... . ... ..
Decrease (increase) in other assets ............
(Decrease) increase in accounts and income
taxes payabl e, accrued expenses and minority
interests ... ...
I nvestnents nade in trading securities .........
Proceeds from sale of trading securities .......
Di vi dends received fromaffiliates .............

Net cash (used in)provided by operating
activities ... .. ...

Cash flows frominvesting activities:
Deposits, notes and | oans receivable collected .
Deposits, notes and |oans receivable granted ...
I nvest nents nade in:
Avai |l abl e-for-sale securities .................
Affiliates and others ......... ... ... .. .........
Proceeds from sal e of investnents:
Avai l able for sale securities .................
Affiliates and others .........................
Real estate rental property-capital inprovenents
Purchase of property and equi prent
Proceeds from sale of real estate rental

PrOPeI LY it

Net cash (used in) provided by investing
activities ... ... . . ..

39
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$ 2,175
(7, 328)

568
(1, 032)

1, 338
1, 403
1, 890

(1, 345)
(623)
2,239

(7, 847)
(30, 838)
11, 333
26, 245

16, 641
(723)
(119, 844)
353
1,294

(2, 895)
(333)

The accompanying notes are anintegral part of the consolidated financia statements.

EDGAR Online, Inc.

(Note 1)
$ 14,183
(18, 703)

(5, 466)

1, 559
1, 754
2,185
1, 300
(220)
68
565

4,742
(9, 143)
8, 359
9, 719

(11, 159)
1, 537
25, 212

(1, 034)
(1, 182)

(Note 1)

$ (10, 252)

(6, 333)
2,892

(1, 342)
1, 095
2,038
3,587

10, 083

(551)
(143)
(3, 158)

(89)
(2,391)
3, 254
1, 806



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

YEAR ENDED DECEMBER 31,

(Dol lars in thousands)
Cash flows from financing activities:
Not es and | oans payabl e received:
Related parties ......... ... .. ...
O hers ...
Not es and | oans payabl e repai d:
Related parties ....... ... . .. . . ..
O hers ...
Debentures repaid ............ ... ... .. ... . ...
Contribution to partnership by nminority
INterests ... ...
I ssuance of shares to related parties and others
Dividends paid .......... ... .. . . ..

Net cash provided by (used in) financing
activities ... ... . ..

Ef fect of exchange rate changes on cash and
cash equivalents ......... ... .. . . . . ..

Net (decrease) increase in cash and cash
equivalents ... .. ..
Cash and cash equival ents at begi nning of year

Cash and cash equivalents at end of year ........

Suppl enental Di scl osure of Cash Flow | nfornation
Cash paid during the year:

I nterest:
Related parties ......... ... ... ..
QL hers ... e
Total interest paid .........................

$ 83,497
69, 055

(44, 251)
(32, 976)
(8, 283)

9, 765

45, 457

The accompanying notes are anintegral part of the consolidated financia statements.
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EDGAR Online, Inc.

(Note 1)

$ 4,050
931

(20, 091)
(6, 184)
(17, 301)

(Note 1)

$ 2,187
8, 201
(4, 866)

(1, 950)
(22, 180)

25,734



AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY
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YEAR ENDED DECEMBER 31,

1)
(Dol lars in thousands, except share anounts
and per share data)

4% PREFERRED STOCK

Bal ance, beginning of year .....................
Conversion of 7,434, 11,264 and 8,094 shares
into dass A Stock ........ ... ... .. . .. ...
(40)

Bal ance, end of year ............ ... ... . ... . ....

6- 1/ 2% PREFERRED STOCK

Bal ance, beginning of year .....................
Conversi on of 43,009, 34,195 and 50, 116 shares
into dass A Stock ......... ... ... .. .. . . . .. ...
(251)

Bal ance, end of year .............. ... ... ... ....

CLASS A STOCK

Bal ance, beginning of year .....................
I ssuance of shares upon exchange of Common Stock
| ssuance of shares upon conversion of

Preferred Stock ........ .. ... . ... . .. . L.
| ssuance of shares to related party (Note 9)

| ssuance of additional shares ..................

Bal ance, end of year ........... ... ... .. .. .. . ...

COWDON STOCK

Bal ance, beginning of year .....................
Exchange for dass A Stock .....................
(3, 000)

Bal ance, end of year ........... ... ... .. .. .. . ...

ADDI TI ONAL PAI D-1 N CAPI TAL
Bal ance, beginning of year .....................
Conversion of Preferred Stock ..................

| ssuance of shares to related party (Note 9)
I ssuance of additional shares ..................

Bal ance, end of year .............. ... .. ... . ....

RETAI NED EARNI NGS
Bal ance, beginning of year .....................
Net income (10SS) ...... ...,
(10, 252)
Di vi dends:
( 4?6Preferred Stock - $.20 per share ..........
38

6-1/ 2% Preferred Stock - $.325 per share .....
(326)

Bal ance, end of year ............ ... ... . ... . ....

EGAF

— FaalfiliE 2002. EDGAR Online, Inc.

$ 5,012

$ 995

$ 5,263



The accompanying notes are anintegral part of the consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

YEAR ENDED DECEMBER 31,

1)

(Dol lars in thousands,

and per share data)

ACCUMULATED OTHER COMPREHENSI VE LCSS
begi nni ng of year

Bal ance,
(4, 949)

Cunul ative transl ation adjustnents:
begi nni ng of year

Bal ance,
(4, 354)

Foreign currency translation adjustnment

(2, 176)

Bal ance,
(6, 530)

end of year

except share anounts

Unrealized gain (loss) on narketable securities:
begi nni ng of vyear

Bal ance,
(595)

Unrealized gain (loss), net

(81)

Transfer to trading securities

Wite-down due to permanent

Bal ance,
(98)

Bal ance,
(6, 628)

end of year

end of year

i mpai r ment

EGAF

— Faalfdalia

The accompanying notes are anintegral part of the consolidated financial statements.
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2002.

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS EQUITY

$( 10, 085)

$( 10, 085)
(8, 495)

EDGAR Online, Inc.

(Note 1)

$ (6, 628)

$ (6, 530)
(3, 555)

$ (98)

1996
(Not e
$
$
é _______
$
67
511
$
$



AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

YEAR ENDED DECEMBER 31,

(Dol lars in thousands)

Net incone (Ioss)

$( 10, 252)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

O her conprehensive (loss) i
Foreign currency translation adjustnents ......

(2,176)

ncone, net

Unrealized gain (loss) on securities

(81)

O her conprehensive (I oss)

(2, 257)

Conpr ehensive (loss) incone

$( 12, 509)

i ncone ...

Rel ated tax (expense) benefit of other

conprehensi ve (Il 0ss)

i ncone:

of tax:

Forei gn currency translation adjustnents ......
Unrealized gain (loss) on securities

EGAF

— Faalfdalia

The accompanying notes are anintegral part of the consolidated financial statements.
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98

3%
~—~
5
&

1996
$ 317
$ 42



AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (DOLLARSIN THOUSANDYS)

Note 1- Summary of Significant Accounting Policies
(8 The Company

Asused in these financial statements, the termthe "Company" refersto Ampal-American Israel Corporation ("Ampal") and its consolidated
subsidiaries. A substantial portion of the Company's operations involves transactions with Bank Hapoalim B.M. ("Hapoalim"), thelargest bank
inIsrael, and companies affiliated or related thereto. At December 31, 1998, Hapoaim and its wholly-owned subsidiary, Atad Hevra

L ehashkaot Limited owned 24.4% of Ampal's outstanding Class A Stock.

The preparation of financial statementsin conformity with generally accepted accounting principles requires management to make estimates
and assumptionsthat affect the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenuesand expenses during the reporting period. Actual results could differ from those
estimates.

(b) Consolidation

The consolidated financial statements includethe accounts of Ampal and its subsidiaries. Certain prior year amounts have been reclassified to
conform with the current year's presentation.

Investments in which the Company exercises significant influence, generally 20%-to 50%-owned companies ("affiliates"), are accounted for by
the equity method, whereby the Company recognizes itsproportionate share of such companies net income or loss. Goodwill, representing the
excess of the purchase price over thefair value of the net assets of the acquired entities, is being amortized on a straight-line basis over the
period of expected benefit of ten years.

(c) Trandation of Foreign Currencies

For those subsidiaries and affiliates whosefunctional currency is considered to be the New Israeli Shekel, assets and liabilities aretrandated
using year-end rates of exchange. Revenues and expenses are trandated at the average rates of exchange during the year. Trandation
differences of thoseforeign companies financial statements are reflected in the cumulative translation adjustment accounts which isincluded in
accumulated other comprehensiveloss.

Assetsand liabilities of foreign subsidiaries and companies accounted for by the equity method whosefunctional currency isthe U.S. dollar are
trandated using year-end rates of exchange, except for property and equipment and certain investment and equity accounts which are translated
at rates of exchange prevailing on the dates of acquisition. Revenues and expenses are translated at average rates of exchange during the year
except for revenue and expense items relating to assets translated at historical rates which are transdated on the same basis as the related asset.
Trangdlation gainsand losses for these companies arereflected in the consolidated statement of income.

(d) Investments
Marketable equity securities, other than equity securities accounted for by the equity method, arereported at fair value. For those securities

whichare classified as trading securities, unrealized gains and |losses are reported in the statement of income. Unrealized gainsand losses from
those securities which are classified as available-for-sale are reported asa separate component of shareholders' equity.

(e) Property and Equipment

The Company's policy isto record long-lived assetsat cost, amortizing these costs over the expected useful lifeof the related assets. These
assets arereviewed on a
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (DOLLARSIN THOUSANDYS)

quarterly and annual basis for impairment whenever eventsor changes in circumstances indicate that the carrying amounts of the assets may not
be recoverable. Furthermore, the assets are evaluated for continuing value and proper useful lives by comparison to expected future cash flows.

(f) Income Taxes

The Company applies the deferred method of accounting for incometaxes whereby deferred taxes are recognized for thetax consequences of
"temporary differences' by applying enacted statutory tax ratesto differences between financial statements carrying amounts and the tax bases
of existing assetsand liabilities.

Deferred income taxes arenot provided on undistributed earnings of foreign subsidiaries adjusted for trandation effect totalling approximately
$4.9 million, since such earnings are currently expected to be permanently reinvested outside the United States. If the earnings were not
considered permanently invested, approximately $1.7 million of deferred income taxes would have been provided. Deferred incometaxes are
provided on equity in earnings of affiliates, and gains on issuances of shares by affiliates, and unrealized gains on investments. Ampal's foreign
subsidiaries file separate tax returns and provide for taxes accordingly.

(g) Cash Equivalents

Cash equivalents include time deposits and notes receivable with maturities at acquisition of 90 days or less.
(h) Comprehensive income (l0ss):

In 1998, the Company adopted Statement of Financial Accounting Standards ("SFAS') No. 130 "Reporting Comprehensive Income". This
statement establishes rules for the reporting of comprehensive income and itscomponents. Other comprehensiveincome (loss) consistsof
cumulativetrandation adjustments and unrealized gains (losses) on marketable securities presented net of income taxes.

Note 2 - Discontinued Operations

On December 23, 1996, the Company sold all of its equity interest in its food processing subsidiary, Pri Haemek (Canned and Frozen Food) 88
Ltd. ("Pri Haemek") to Agrifarm International Limited ("Agrifarm"), a British company. In connection with the sale, the Company recorded a
loss on disposition of $3.2 million and a tax benefit of approximately $3.9 million, whichwas based on atotal loss of itsinvestment in Pri
Haemek in the amount of $9.7 million.

Accordingly, theresults of Pri Ha'lemek, were presented as discontinued operations in the Company's 1996 consolidated financial statements.
Note 3- Acquisitions and Dispositions

(8) OnJanuary 22, 1998 (the "Closing Date"), the Company completed its purchase of a one-third interest in the assetsof the shared networks
operation ("SNO") of MotorolaCommunications Israel, Ltd. ("Motorola Isragl") for a base purchaseprice of approximately $110 million. The
payment for the purchase price wasobtained from the Company'sown resources as well as fromtwo short-term bridge loans (" Short-Term
Loans"), one in theamount of $40 million from Bank Leumi USA (of which $8 million plus interest wasrepaid on February 2, 1998) and a
second in the amount of $35 million from Bank Hapoalim B.M. ("Hapoalim"). Each loan had aterm of 90 days, bore interest at arate of
LIBOR plus 1/2% and was repaid in full fromthe proceeds of the long-term loans described bel ow.

A new wireless communications service provider, MIRS Communication Company Ltd.("MIRS"), initially one-third owned by the Company
and two-thirds owned by Motorola Isragl, coordinates and operates in Israel thedigital and analog public-shared two-way radio and other
services previoudy furnished by Motorola Isragl. The digital wireless communication service is based on Motorola Israel'siDEN(TM)
integrated wireless
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (DOLLARSIN THOUSANDYS)

communication technology, whichis known as MIRSin Isradl.

In March 1998, the Company transferred its interestin MIRS to alimited partnership (the "Partnership"). A wholly-owned Isragli subsidiary of
Ampal (the "General Partner") isthegeneral partner of the Partnership and owns 75.1% of the Partnership. The limited partners of the
Partnership purchased their interestsin the Partnership from the Partnership and include (i) an entity owned by Daniel Steinmetz and Raz
Steinmetz (directors of Ampal and the controlling persons of Ampal's principa shareholder), which acquired a 9.1% interest in the Partnership
for $10 million, (ii) Hapoalim, which acquired a

7.45% interest in the Partnership for $8.195 million, (iii) an unrelated third party (The Israel Mezzanine Fund L.P., alimited partnership whose
general partner is First Isragl Mezzanine Investors Ltd.), which acquired a 7.45% interest in the Partnership for $8.195 million, and (iv) an
entity owned by Dr. Y ehoshua Gleitman, Ampal's Chief Executive Officer, which purchased a 0.9% interest for $1 million. Inaddition to the
purchase price, the limited partners also reimbursed the Company for their pro rata share of the expenses incurred by the Company in
connection with the original purchase from Motorolalsragl (including interest from the Closing Date until the purchase date of the limited
partnership interests).

On May 4, 1998, the Partnership received two long-term loans from Hapoalim and Bank Leumi L€ lsrael B.M. intheamount of $36.4 million,
each (see Note 6). The proceeds from thelong-term loans were used to repay the Short-Term Loans.

The Partnership ownsall of theauthorized preferred shares of MIRS and Motorola Isragl owns al of the authorized ordinary shares. Each share
issued by MIRS isentitled to one vote.

The Company accounts for its investment in MIRS using the cost method of accounting. Under the cost method, the Company recognizes
income from dividends asthey are declared.

To theextent of available after-tax profits, MIRSis required to pay dividends to the Partnership equal to at least $3.8 million for fiscal year
2000 and $7.1 million for each fiscal year thereafter, so long as thefinancial stahility of MIRSwill not be impaired. MIRS shall endeavor to
pay dividendsin the following amounts: for fiscal year 1998, $4.95 million, for fiscal year 1999, $10.725 million and for fiscal year 2000 and
thereafter, $23.43 million (inclusive of therequired payments), which all holders of an interest in MIRS shall shareon a pro ratabasis. To the
extent that any of the above dividends are not paid by MIRS, they will accumulate. No dividends will be paid by MIRS to Motorola Israel until
the Partnership hasreceived al of its accumulated dividends. Any dividends which are paid in excess of the above amounts for a given fiscal
year will similarly be paid pro ratato the Partnership and Motorola Israel based on their sharesin MIRS.

Pursuant to theoriginal purchase agreement, Motorola Israel guaranteed that the Partnership would receive from MIRSat least $3.8 million for

fiscal year 2000 and $7.1 million for each fiscal year between 2001 and 2005 inclusive, subject to an obligation of the Partnership to repay such
guarantee paymentsin amount equal to the excess of the amount actually received by the Partnership from MIRS with respect to any subsequent
year over $7.5 million.

Motorola Israel hasagreed to make certain paymentsto the Partnership in the event that, prior to the thirteenth anniversary of the Closing Date,
thereis adissolution, liquidation, bankruptcy, winding up, or sale of all or substantially al of the assets of MIRS and the total proceeds to the
shareholders of MIRS islessthan $450 million.

The $110 million base purchase price for the Partnership's one-third interest in MIRS wasbased upon the Company'sval uation of the SNO and
its prospects. The original purchase agreement provides that under specified circumstances indicating that there has been an increase in the
enterprise value of MIRS, the Partnership must pay Motorola Israel an additional amount (the "Bonus'). The formulafor the Bonusvaries
depending upon
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (DOLLARSIN THOUSANDYS)

whether an initial public offering of MIRS' shares (an "IPO") has been consummated. If an IPO is consummated prior to December 31, 2002,
the Partnership must pay Motorola |sragl the Bonus based on an increase in the valuation of MIRS for purposes of the [PO. In no event will
such Bonus exceed $33 million multiplied by 1.16n, wheren represents the number of years (and any part thereof) between the Closing Date
and the closing of the IPO.

If an IPO is not consummated prior to December 31, 2002 and if all dividends accumulated with respect to the Partnership's preferred shares up
to that time have been paid, then the Partnership must pay Motorola Israel a Bonusif (A) the present value of theactual after tax net income of
MIRS (as reported by MIRS auditors in compliance with generally accepted accounting principles in Isragl, excluding capital gains derived
from each transaction, not in the ordinary course of business, in which the consideration for MIRS is more than $5 million) for fiscal years 1998
through 2002, discounted at therate of 13%, exceeds (B) $71 million. In this case, the amount of the Bonus, if any, will equal the lesser of (i)
the amount of such excess multiplied by 2.3376, or (ii) $46 million.

On March 21, 1999, MIRS declared a dividend, the Company's share of which amountsto $.9 million (net of minority interest).

(b) In addition to theinvestment in MIRS, the Company made the followinginvestments in the high-technology field in theyear ended
December 31, 1998, aggregating $7.3 million, notably; (1) a$2.5 million investment to acquire a 9% interestin Smartlight Ltd., a devel oper
and marketer of innovative digital filmviewers for use in thediagnosis of medical images; (2) a$2.1 million investment to acquire an additional
8.6% of XaCCT Technologies Ltd. (total equity interest - 18.4%), a developer of billing, auditing and accounting software for TCP/IP
networks; (3) a$1 million investment to acquire an additional 3.8% of PowerDsine Ltd. (total equity interest - 11.9%, after dilution), a
developer, manufacturer and marketer of innovative modules and componentsfor the telecommunications industry; (4) a $1 million investment
to acquire a 1.75% equity interest in Compugen Ltd., a developer of algorithmsand models for theinterpretation of biological processes; (5) a
$.4 million investment to acquire an additional 2% in its existing investee NetFormX Ltd. (formerly Imagenet Ltd., - total equity interest 21%),
adeveloper of CANER(C) family of network design, analysisand simulation tools; and (6) $.3 million to maintain its equity interest inits
existing investee, Qronus Interactive I sragl

(1994) Ltd., adeveloper and marketer of software testing tools.

(c) In1997, the Company made several new investmentsin the high-technology field aggregating $8.9 million, notably (1) a$1 million
investment to acquire

7.3% of UNIC View Ltd., amanufacturer and marketer of aliquid screen display projector for video, large-screen television and computer
projection systems and a developer of a new projector engine for home use, (2) a $.75 million investment for 2.2% FundTech Ltd. (decreased to
1.5%in 1998), a developer of softwarefor worldwidebanking institutionsto facilitate fund transfers, (3) a $1 million investment for 3% of
NKO, Inc., adeveloper of low-cost facsimile transmission services, (4) a$.4 million investment for approximately 9.8% of XaCCT
Technologies Ltd., adeveloper of billing, auditing and accounting software for TCP/IP networkswhich allows such networksto generate
reports of network transactions and services by treating them exactly like telephone calls,

(5) a$2 million investment for 12.5% of PowerDsine, Ltd., a developer, manufacturer and marketer of innovative modules and components for
the telecommunicationsindustry, (6) a $.5 million investment for 24.99% of Ortek Ltd., a developer and manufacturer of electro-optical devices
and systems for themilitary and civilian markets, (7) a$1.25 million investment to acquire approximately 12% of Shiron Satellite
Communications (1996) Ltd., a developer of satellite modems which achieve high data rates, designed to answer therequirements of satellite
data and voice applications such asrural telephone, video conferencing and other applications, and (8) a $2 million investment to acquire 11%
of Shellcase Ltd., an Isragli company which hasdeveloped a packaging process for computer chips.

(d) On May 8, 1997, the Company sold all of its direct holdings in Orlite Industries (1959) Ltd. ("Orlite") and a wholly-owned subsidiary which
held a separate interest in
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Orlite to Investment Company of Bank Hapoalim for an aggregate sales price of $5.3 million. The Company recorded againon sale of $.3
million with respect to this transaction.

(e) On February 27, 1997, the Company sold its20.7% interest in Davidson-Atai Publishers Ltd. ("Davidson Atai"), a publishing company, to
principals of Davidson Atai for approximately $.1 million. The transaction yielded anomina profit to the Company.

(f) On March 27, 1997, the Company sold its7.9% interest in Idan Software Industries 1.S.I. Ltd. ("Idan"), to Idan's principal shareholder for
approximately $.9 million and recorded a gain on sale of approximately $.1 million with respect to this transaction.

(9) On January 31, 1997, the Company sold to the Government of Israel (the "Government") the portion of the building at 800 Second Avenue,
New York, New York ("800 Second Avenue") whichit occupiesfor $31 million. Asaresult of thistransaction, the Company recorded an
unrealized loss of $1.1 million ($.6 million net of taxes) inits December 31, 1996 financial statements.

(h) In 1997 and 1996, the Company received gross proceeds in the amount of $3.6 million and $2 million fromthe sale of 119,800 and 113,624
shares of Teledata Communications Ltd. ("Teledata") and realized gains on sale of $2.9 million and $1.5 million ($1.9 and $1 million after
taxes), respectively.

(i) In June 1996, the Company made a $1.5 million indirect investment in Geotek Communications Inc., aninternational wireless
telecommunications company. 1n 1997, the Company recorded a $1.2 million loss due to the impairment in value of thisinvestment.

() In September 1995, the Company invested $1.3 million to acquire a 21.9% equity interest and three-year optionsto acquire an additional
4.4% equity in U.D.S. - Ultimate Distribution SystemsLtd. ("U.D.S."), an Isragli-based software company specializing in the management and
optimization of avariety of logistic tasks for the distribution industry. In 1997, the Company recorded a $1 million loss fromimpairment of
value of thisinvestmentand U.D.S. will no longer be accounted for as an affiliate of the Company under the equity method of accounting.
Note 4 - Deposits, Notes and L oans Receivable

Deposits, notesand loans receivable earn interest at varying rates depending upon their linkage provisions. The deposits are guaranteed by
Hapoaim. Deposits have maturities of up to 7 yearsand notes and loansreceivable have maturities of upto 10 years. At December 31, 1998
and 1997, deposits, notes and loans receivable from related parties were $26.5 million and $36.7 million, respectively.

Note 5- Investmentsin Marketable Securities

The Company classifies investments in marketable securities as trading securities and available-for-sale securities and periodically re-evaluates
such classifications.

(8) Trading Securities

The cost and market valuesof trading securities at December 31, 1998 and 1997 are as follows:

Unreal i zed Mar ket
Decenber 31, 1998 Cost Gai ns/ (Losses) Val ue
Bonds .......... ... ... $ 333 $ (143) $
190
Equity Securities ................... 29, 543 (3, 446)
26, 097
Total Trading Securities ............ $29, 876 $( 3, 589)
$26, 287
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Unreal i zed Mar ket
Decenber 31, 1997 Cost Gai ns/ (Losses) Val ue
Bonds .......... .. $ 479 $ (122) $
357
Equity Securities ................... 5,433 1, 663
7, 096
Total Trading Securities ............ $ 5,912 $ 1,541 $
7,453

In theyears ended December 31, 1998, 1997 and 1996, the Company recorded $(1.4) million, $.9 million, and $(.1) million of unrealized gains
(losses), respectively, ontrading securities in the statement of income.

During 1998, 1997 and 1996, the Company invested approximately $30.8 million, $9.1 million, and $2.4 million, respectively, in marketable
securities, which are classified as trading securities.

(b) Available-For-Sale Securities

At December 31, 1998, the aggregate fair value of available-for-sale securities was $3.3 million (cost - $.6 million). In 1997, the Company did
not have any available-for-sale securities.

In theyear ended December 31, 1996, the Company recorded an unrealized |oss on available-for-sale securities in the statement of income of
$.5 million, asaresult of the permanent impairment in value.

Note 6 - Notesand L oans Payable

Notes and loans payable consist primarily of bank borrowingseither in U.S. Dollars, linked to the Consumer Price Index in Isragl or in unlinked
shekels with interest rates varying depending upon their linkage provision and mature through 2008.

At December 31, 1998 and 1997, notes and loans payable include a $15 million note payable to Hapoalim, borrowed in connection with the
purchase of thebuilding located at 800 Second Avenue, New York, New York. The loanis due on May 28, 1999 and bears interest at the rate
of LIBOR plus.75%, or 5.97% at December 31, 1998 (at December 31, 1997 therate was LIBOR plus .5%, or 6.44%).

On May 4, 1998, the Company received two long-term loans from Hapoalim and Bank Leumi L€ Isragl B.M. in the amount of $36.4 million
each, in connection withthe purchase of thepreferred shares of MIRS (see Note 3(a)). Both loansare due on March 31, 2008 and bear interest
at arateof LIBOR plus .8%. The principal payments are due as follows: 10% on March 31, 2004, 15% on March 31, 2005 and 25% on each of
the following dates - March 31, 2006, 2007 and 2008. Interest will be paid annually on March 31 of eachyear from March 31, 2001 until and
including March 31, 2008.

The weighted average interest rates on the balances of short-term borrowings at year-end are as follows: 6.58% on $20.6 million and 6.59% on
$2.5 millionin 1998 and 1997, respectively.
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Note 7 - Debentures

Debentures outstanding at December 31 consist of:

1998 1997
Anpal :
Fifteen Year 11% Di scount Debenture, maturing 2003
(in 1997, various series with interest rates ranging
from 10% 12% maturing 1999-2003) ...............ccooiu... $18, 075
$20, 306
Anpal Devel opnent (Israel) Ltd.
Various series with interest rates ranging from
6.2% 7.5% linked to the Consunmer Price Index in
I srael, maturing 1999-2005, secured by assets of
$22 M llioNn .o 21, 208
29,211
39, 283
49, 517
Less: Unanortized discounts .......... .. .. ... ... 6, 466
7,671
Tot Al . $32, 817
$41, 846

Certain debentures are presentable for early redemption. If presented for early redemption, maturities (including required obligations) for the
five years ending December 31 would be:

1099, . .. e

$16, 437*

2000. . ... 6, 203
2001. . ... 1, 852
2002, . .. 1, 851
2003, . .. 1, 851
Thereafter....................... 3,792

* |f no debentures are presented for early redemption, scheduled maturities will amount to $5,569.

Note 8- Shareholders Equity

Capital Stock

The 4% and 6-1/2% preferred shares are convertible into5 and 3 shares of Class A Stock, respectively. At December 31, 1998, atotal of
8,710,277 sharesof Class A Stock isreserved for issuance upon the conversion of the Preferred Stock and the exercise of 4.5 million warrants,
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473,250 options and 100,000 rights. The warrants expired on January 31, 1999.

The 4% and 6-1/2% Preferred Stock are preferred as to dividends on a cumulative basis. Additional dividends out of available retained
earnings, if declared, are payable on an annual non-cumulative basis as a percentage of par value as follows:

(i) upto 4% on Class A Stock, then
(i) on 4% Preferred Stock and Class A Stock ratably.

Preferred shares are non-voting unless dividends are in arrears for three successive years. At December 31, 1998, there are no dividend
arrearages.

Retained Earnings

At December 31, 1998, retained earnings include $43 million for affiliates accounted for by the equity method, of which $11.2 million and an
additional $37.3 million from subsidiaries is not available for the payment of dividends. In most casesthis results fromIsraeli requirements that
dividends may only be paid on thebasis of shekel-denominated and not dollar-denominated retained earnings.

Note 9- Stock Options

In September 1994, the Company's shareholders approved a Stock Option Plan (the "1994 Plan") permitting the granting of optionsto purchase
up to an aggregate of 200,000 shares of Class A Stock to employees, officers and directors of the Company and certain subsidiaries of the
Company. The optionsgranted under the 1994 Plan may be either incentive stock options, at an exercise price of not lessthan (i) thefair market
value of theunderlying shares on the date of grant, or (ii) 110% of thefair market value on the date of grantif the grantee owns stock
representing more than 10% of thevoting
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power of Ampal's capital stock or value of al classes of stock of Ampal, or non-incentive stock options, at an exercise price that isfixed by the
Board of Directors (the "Board") or the Stock Option Committee (the "Committee") at the time the options are granted. The options are
exercisable at the discretion of the Board or the Committee, with a non-exercisable period of at least two years from thedate of grant for all
options granted except those granted to non-employee directors, which may be exercised immediately upon grant. The termsof options granted
under the 1994 Plan may not exceed five years. As of December 31, 1998, there were 35,750 optionsoutstanding under the 1994 Plan,
presently exercisable at $10.91 per share.

In March 1998, the Board approved a Long-Term Incentive Plan (the "1998 Plan") permitting the granting of options to all employees, officers,
directors and consultants of the Company and its subsidiaries to purchase up to an aggregate of 400,000 shares of Class A Stock. The options
granted may be either incentive stock options, at an exercise price to be determined by the Committee but not less than 100% of thefair market
value of theunderlying options on the date of grant, or hon-incentive stock options, at an exercise price to be determined by the Committee.
The Committee may also grant, at its discretion, "restricted stock,” "dividend equivalent awards,” which entitle the recipient to receive
dividendsin the form of Class A Stock, cash or a combination of both and "stock appreciation rights," which permit the recipient to receive an
amount in the form of Class A Stock, cash or a combination of both, equal to the number of sharesof Class A Stock with respect to whichthe
rights are exercised multiplied by the excess of the fair market value of the Class A Stock on the exercise date over the exercise price. The 1998
Plan remains in effect for aperiod of ten years.

Alsoin March 1998, the Company entered into aStock Option and Stock Purchase Agreement ("the Agreement") with the Company's Chief
Executive Officer. Pursuant to the Agreement, the Chief Executive Officer was granted options to purchase up to 1,000,000 shares of the
Company'sClass A Stock. The Company also granted, based on certain termsand conditions, the rights to purchase (" Share Purchase Rights"),
at adiscount, up to 200,000 shares of the Company's Class A Stock.

The Company accountsfor al plansunder APB Opinion No. 25, under which compensation cost has been recognized for the year-ended
December 31, 1998 for the 20% discount in connection with the Share Purchase Rights. Had compensation cost for these options been
determined in accordance with SFAS No. 123, the Company'snet income and EPSwould have been reduced as follows:

(I'n thousands, except per share data) Year Ended Decenber 31,
1998 1997 1996
Net inconme (loss): As reported.............. $2, 175 $ 14, 183 $(10, 252)
Pro forma................ 1,201 -- --
Basi ¢ EPS: As reported.............. $. 08 $. 58 $(. 45)
Pro forma................ .04 -- --
Di | uted EPS: As reported.............. $. 07 $. 50 $(. 45)
Pro forma................ .03 -- --

Under SFAS No. 123, the fair value of each option is estimated on the date of grant using the Black Scholes option-pricing model with the
following weighted average assumptions used for the options: (1) expected life of options of 7.95 years; (2) dividend yield of 0%; (3) expected
volatility of 40%; and (4) risk-freeinterest rate 5.72%.

Because SFAS No. 123 method of accounting has not been applied to options granted prior to January 1, 1995, theresulting pro forma
compensation cost may not be representative of that to be expected in future years.
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Transactions under both Stock Option Plans and Agreement during 1998 wereas follows:

(I'n thousands, except per share data)
Year Ended Decenber 31, 1998

Wi ght ed Wi ght ed
Shar e Aver age Aver age
Pur chase Exerci se Exerci se
Ri ghts Price ot i ons Price
Qut st andi ng at begi nning of year ........ -- -- 109 $10.91
Ganted ..... ... ... 200 (1) 1, 000 $ 8.75
Exercised .......... i (100) $ 2.80 -- --
Terminated ........ ... ... .. -- -- (73) $10.91
Qutstanding at end of year .............. 100 (1) 1,036 $ 8.82
Exercisable at end of year .............. -- -- 473
Wei ghted average fair val ue of
options granted ............. ... ... ..... $ 2.23

(1) Pursuant to the Stock Option and Purchase Agreement, exercise price to be determined based on 80% of the market price of the shares
purchased on the date of exercise.

The 1,036,000 options outstanding asof December 31, 1998 have exercise prices between $6.75 and $10.91 with a weighted average exercise
price of $8.82 and a weighted average remaining contractua life of 7.2 years. Of these 1,036,000 options, 473,000 areexercisable; their
weighted average exercise price is $8.91.

Note 10 - Earnings Per Class A Share

Effective December 31, 1997, the Company adopted SFAS No. 128, "Earnings Per Share." Inaccordance with SFAS No. 128, net earnings per
Class A share ("basic EPS") were computed by dividing net earnings by the weighted average number of Class A shares outstanding and
excluded any potential dilution. Net earnings per Class A share amounts, assuming dilution ("diluted EPS") were computed by reflecting
potential dilution from the conversion of the 4% and 6-1/2% Preferred Stocks into Class A Stock (in 1996 these securities were excluded as
they were antidilutive). SFAS No. 128 requiresthe presentation of both basic EPS and diluted EPS on the face of theincome statement.

A reconciliation between the basic and diluted EPS computations for net earningsis as follows:
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(I'n thousands, except per share data)

Year Ended Decenber 31, 1998

Per
Shar e
I ncome Shar es Armount s

Basi ¢ EPS:

Net incone attributable to Class A Stock ....... $1, 840(1) 23,911 $. 08
Effect of Dilutive Securities:

Conversion of 4% and 6-1/2% Preferred
StOCKS .o 3,713
D | uted EPS:

Net incone attributable to Class A Stock ....... $1, 841(2) 27,624 $. 07
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Year Ended Decenber 31, 1997

Per
Shar e
| ncone Shar es Anmount s

Basi ¢ EPS:

Net income attributable to Cass A Stock ..... $13, 832(1) 23,742 $ .58
Effect of Dilutive Securities:

Conversion of 4% and 6-1/2% Preferred
St OCKS .o e 3,873
D | uted EPS:

Net incone attributable to Class A Stock ..... $13, 925(2) 27,615 $ .50

Year Ended Decenber 31, 1996

Per

Shar e
| ncone Shar es Anount s

Basi ¢ and Dl uted EPS:
Loss fromcontinuing operations ............... $(7,724) (1) 23,549(3) $
(.33)
Loss from di sconti nued operations ............. (2,892)
(.12)
Net inconme attributable to ass A Stock ...... $( 10, 616) $
(.45)

(1) After deduction of Preferred Stock dividends of $335, $351 and $364, respectively.
(2) Includes decrease in netincome of $334 and $258, respectively, dueto dilutionin equity in earnings of affiliate.
(3) Includes 2,769 shares of Common Stock.

Note 11 - Income Taxes
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The conponents of current and deferred

i ncome tax expense (benefit) are: 1998
1996
Current:
State and local ............. ... ... . . . . ..., $ 66
Federal ...... ... . . . . . . 280
Forei gn ... . 1,136
Def err ed:
State and local .......... ... .. . ... ... . .. (132)
(214)
Federal . ...... . . ... (3,137)
(60)
Forei gn ... .. (1, 734)
Total ... $(3, 521)

The conponents of deferred incone tax expense
(benefit) are:

Equity in earnings of affiliates .............. (3,477)
Net operating loss carryforwards .............. (985)
(577)
Unrealized (losses) gains .................... (1, 230)
Restructuring charge ......... ... ... ... ... .... 245
QL her 444
(240)

Total ... $(5, 003)
(77)
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1998 1997

The donestic and foreign conponents of (Iloss)
i ncome from continuing operations before incone
taxes are:

DOMESEI C ot $ (5, 806) $ (363) $
Foreign ... ... . 4, 460 19, 857

A reconciliation of income taxes between the
statutory and effective tax is as follows:

Federal incone tax at 35% 35%and 34%........ $ (471) $ 6,823 $
(1, 857)
Taxes on foreign income (below) in excess of
US rate, net of tax credits ............... (2, 856) (1, 366) 4,040
O her (194) (146)
(284)

Total effective tax: 262% 27% and (35% ...... $ (3,521) $ 5,311 $ 1,899

Other assets include approximately $5.1 million ($3.6 million in 1997) of deferred tax assetswhich primarily represent the tax benefit of the
temporary differences between the carrying valuesof the assetsin thefinancia statements and their income tax bases. Accounts and income
taxes payable and accrued expensesinclude approximately $20.9 million ($22.7 million in 1997) of deferred tax liability which primarily
consists of tax liability provided on undistributed earnings of affiliates of approximately $20.2 million ($23.3 million in 1997).

Note 12 - Investments in Affiliatesand Others

The companies accounted for by the equity method and the Company's share of equity in those investees are:

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




1996

AmHal Ltd. ........ . .
Bay Heart Limited (&) ......... ... ...
Carmel Containers Systens Limted ...............
20.7

Coral Wrld International Limted (b)............
Epsilon Investnent House Ltd. ...................

Hod Hasharon Sport Center (1992) Limted

Partnership ........ . . . . . .

Granite Hacarnel Investnents Linmted ("Granite")
21.5

MD.F. Industries Ltd.(c) ........ .. ... ...
Moriah Hotels Ltd. ........ .. ... ... .. ...
Ophir Holdings Ltd.(d) ......... .. .. .. . ...

42.5
Olite Industries (1959) Ltd. ("Olite")

(See Note 3(d)) ...

25.3
Otek Limted (24.99%is also owned by a rel ated

party) (€) ...
Renai ssance Investnent Conpany Ltd. .............

Trinet Investnment in H gh-Tech Ltd. .............

37.5

Trinet Venture Capital Ltd.(f) ..................

UDS - Utimte Distribution Systens Ltd.

(See Note 3(J)) v e

21.9

EGAF

Ee=—laEaE _2002.  EDGAR Online,
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1998

50%
37
20. 7

50
20

50
19.1

46
42.5

20
37.5

50

1997

50%
37
20. 7

50
20

50
21.5

46
42.5

24.99
37.5
50

50%
37

50
20
50

46

20

50



AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTESTO CONSOLIDATED FINANCIAL STATEMENTS (DOLLARSIN THOUSANDYS)

Combined summarized financial information for the above companiesis as follows:

1998 1997 1996

REVENUES . .. i $672,816  $776, 034
$788, 169
Goss profit ... ... 184, 483 204, 992
184, 533

Net iNCOMB ... ... . . . e 31, 587 53, 083
36, 346
Property and equiprment ........................ $348,226  $332,514
$356, 901
Qher assets ... .. 508, 501 500, 670
503, 255

Total assets ........... . $856, 727 $833, 184
$860, 156
Total liabilities, including bank borrow ngs .. $602, 807 $516, 627
$546, 457

(a) At December 31, 1998 and 1997, the Company had a note receivable from Bay Heart Limited in theamount of $.4 million and $1 million,
respectively, and recorded interest income in the amount of $44 and $339, respectively, for theabove years.

(b) On September 27, 1996, a wholly-owned subsidiary of Coral World International Limited ("CWI"), the Company's 50%-owned affiliate,
sold its marine park in Nassau (Bahamas) to an unrelated party for $3.75 million and CWI recorded aloss on sale of approximately $5 million
(the Company'sshare is $2.5 million, $1.7 million net of taxes). In addition, in May 1996, CWI's management made a decision to sell its marine
park in St. Thomas (U.S. Virgin Islands), and CWI recorded aloss of approximately $2 million (the Company's shareis $1 million, $.7 million
net of taxes) to adjust the carrying value of its investment to net realizable value. In April 1997, CWI sold this investment to an unrelated party
for $.8 million and recorded a gain of $.1 million.

At December 31, 1998 and 1997, the Company had a note receivable from CWI in the amount of $.1 million and $.3 million and recorded
interest incomein theamount of $31 and $49, respectively, for the above years.

(c) M.D.F. Industries Ltd. ("M.D.F."), the Company's 50%-owned affiliate, which established a plant in Isragl for the production of medium
density fiber boards, and which completed itsrunning-in period on June 30, 1996, incurred significant lossesin 1996. The losses were primarily
attributabl e to the excess of cost of salesper production unit over theselling price. In view of the substantial lossesincurred by M.D.F. and the
continuing depressed prices with respect to its products, the Company believed that further substantial 1osses would be incurred by M.D.F.
Consequently, because of the uncertainty with respect to M.D.F.'s future operations, the Company recorded aloss from impairment of this
investment in December 1996 for its full remaining investmentin and loansto M.D.F. in the amount of $8.8 million. Thisloss, in addition to
the $1.3 million loss previously recorded by the Company in 1996 withrespect to M.D.F., resulted in atotal loss attributable to the operations
of M.D.F. in theamount of $8.6 million, net of tax benefits. M.D.F. is nolonger accounted for as an affiliate of the Company under the equity
method of accounting, however, the Company continues to be contingently liable with respect to $5 million of guarantees given by the
Company with respect to M.D.F.'s bank obligations.

(d) At December 31, 1996, the Company had a note receivable from Ophir in the amount of $4.5 million which matured in 1997 and recorded
interest incomein theamount of $56 in 1997 and $178 in 1996. Also at December 31, 1996, the Company had a non-interest bearing note
payable to Ophir in theamount of $1.2 million, which matured on January 1, 1997.

(e) At December 31, 1998, the Company recorded aloss from impairment of its investment in Ortek Limited ("Ortek") in theamount of $.3
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million ($.2 million net of taxes). The Company no longer accounts for Ortek under the equity method of accounting. However, the Company
continues to be contingently liablefor $.6 million of guarantees given by the Company to Ortek.
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(f) At December 31, 1998 and 1997, the Company had a non-interest bearing note receivable from Trinet Venture Capital Ltd. in the amount of
$2.5 million and $3.6 million, respectively.

The carrying value of the Company'sinvestments in shares of its publicly traded affiliates and others (including investmentsheld through Ophir
Holdings Ltd.) at December 31, 1998, amounted to $38.1 million and had a market value of $51.2 million, based upon quoted market prices of
sharestraded on the American Stock Exchange, NASDAQ National Market and the Tel Aviv Stock Exchange. There isno assurance that any of
these investments could be realized at the quoted market price.

Note 13- Segment Information

The Company adopted SFAS No. 131, "Disclosure about Segments of an Enterprise and Related Information,” at December 31, 1998. SFAS
131 establishesannual and interim reporting standards for an enterprise's operating segments and related disclosures about its products,
services, geographic areas and major customers. Segment information presented below results primarily from operationsin Israel.
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YEAR ENDED DECEMBER 31, 1998 1997 1996

Revenues:

Finance ........................ $ 7,341 $ 16,738 $ 15,154

Real estate rental ............. 7,375 8, 080 11, 405

Mattress manufacturing ......... 6, 758 12,129 10, 892

Leisure-tine ................... 1, 652 1, 667 1,671

I nterconmpany adjustnents ....... (503) (1, 204) (1, 095)
Total ........ ... ... ... . ... $ 22,623 $ 37,410 $ 38,027

Equity in Earnings (Losses) of

Affiliates:
Finance ........................ $ 186( b) $ 15,228(b) $ 2,278(b)
Real estate rental ............. 510(b) (882) (b)
(3,362)(b)
Mattress manufacturing ......... -- -- --
Leisure-time ................... 775(a) 472(a)
(2,336)(a)
Total ........ ... ... ... . ... $ 1,471 $ 14,818 $ (3,420)
Interest |ncone:
Finance ........................ $ 5,768 $ 10,183 $ 12,948
Real estate rental ............. 61 908 36
Mattress manufacturing ......... -- -- --
Leisure-time ................... - - - - - -
I nterconmpany adjustnents ....... (503) (1, 360) (1, 110)
Total ..................... $ 5,326 $ 9,731 $ 11,874
I nterest Expense:
Finance ........................ $ 10,500 $ 7,314 $ 10,980
Real estate rental ............. 1,483 2,375 3,110
Mattress manufacturing ......... 314 453 346
Leisure-time ................... 523 481 755
I nterconmpany adjustnents ....... (503) (1, 360) (1, 110)
Total ........ ... ... ... ... $ 12,317 $ 9,263 $ 14,081
Pretax Operating (Loss) Incone:
Finance ........................ $ (9,991) $ (1,199 $ (12,076)
Real estate rental ............. 2,341 2,433 1, 855(c)
Mattress manufacturing ......... (2,015) (264) (1,516)
Leisure-time ................... (354) (400) (608)
Total ........ ... ... ... . ... $ (10, 019) $ 570 $ (12, 345)
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I ncome Tax (Benefit) Expense:
Finance ................
Real estate rental
Mattress manufacturing

Lei sure-tine

Total Assets:

Finance ................
Real estate rental
Matt ress manuf acturi ng

Lei sure-tine

I nt er conpany adj ustnents

Investnments in Affiliates:
Finance ................
Real estate rental

8, 902( b)

Mattress manufacturing

Lei sure-tine
34, 489( a)

Total .............

Capi tal Expenditures:

Finance ................
Real estate renta
Matt ress manuf acturi ng

Lei sure-tine

Depreciation and Anortization:
Finance ................
Real estate rental

Matt ress manuf act uri ng

Lei sure-tine

$ (2,904)
(319)

(298)

$ 292, 333
35, 013
4, 769
2, 614
(5, 483)

15, 697(b)

33, 943( a)

$ 19

$ 227, 356
48, 869

8, 809
2,831
(25, 591)

13, 724(b)

34, 638( a)

Corporate officeexpense is principally applicableto thefinancing operation and has been charged to that segment above. Revenues and pretax
operating income above exclude equity in earnings of affiliates and minority interests. Total assets exclude assets from discontinued operations.

(a) Operationsin Australia, Bahamas (1997 and 1996, only), Israel, U.S. Virgin Idlands (1997 and 1996, only) and the United States (see Note

11).

(b) Operations in lsragl.

(c) Includesloss and gain on sale of real estate rental property (see Note 3).

EGAF

— Faalfdalia

2002. EDGAR Online, Inc.




Thered estate rental segment consists of rental property ownedin Isragl and the United States leased to related and unrelated parties. The
mattress manufacturing segment consists of Paradise Industries, Ltd., whichisaleading manufacturer and distributor of mattresses and fold-out

beds in Israel, whose customer base consists of independent stores as well as hotel chains. The leisure-time segment consists primarily of
Moriah HotelsLtd. (hotel chaininIsrael), Coral World International Limited (marine parks located around theworld) and Country Club Kfar

Saba (the Company's 51%-owned subsidiary located in Isragl).

Note 14 - Disclosures about Fair Value of Financial | nstruments

The following methods and assumptionswere used to estimate thefair value of each class of financia instrumentsfor whichit is practicable to
estimate that value:
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(a) Cash and Cash Equivaents
For short-term investments, the carrying amount is areasonable estimate of fair value.
(b) Deposits, Notes and L oans Receivable

The fair value of these deposits, hotesand loans is estimated by discounting the future cash flows using the current rates at which similar loans
would be made to borrowerswith similar credit ratingsand for the sameremaining maturities.

() Investments

For financial instrumentswith maturities between 91 days and 1 year, and al marketable securities, the carrying amount is a reasonable estimate
of fair value.

(d) Commitments
Dueto the relatively short term of commitments discussed in Note 15, their contract value is considered to be their fair value.
(e) Deposits, Notesand L oans Payable and Debentures

The fair value of notes and loans payable, deposits payable and debentures outstanding is estimated by discounting the future cash flowsusing
the current rates offered by lenders for similar borrowingswith similar credit ratingsand for the sameremaining maturities.

1998 1997
Carrying Fair Carrying Fair
Anmount Val ue Anmount Val ue
Fi nanci al assets:
Cash and cash equivalents ...... $ 12,047 $ 12,047 $ 45, 457 $
45, 457
Deposits, notes and | oans
receivable ........... ... ... ... 27,816 26, 535 46, 176
44, 480
Investnents .................... 29, 553 29, 553 7,453
7,453
$ 69, 416 $ 68, 135 $ 99, 086 $
97, 390
Financial liabilities:
Notes and | oans payable ........ $ 98, 193 $102, 141 $ 23, 207 $
22,317
Debentures outstanding ......... 32,817 33, 556 41, 846
43, 157
$131, 010 $135, 697 $ 65, 053 $
65, 474
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Note 15- Commitmentsand Contingencies

(a) The combined minimumannual |ease payments on Paradise, Ampal's corporate offices, and Country Club Kfar Saba, without giving effect
to future escalations, are $.8 million for the years 1999-2003, and $8 million in the aggregate, thereafter, totalling $12 million. The leases

expirein 2006, 2009 and 2038, respectively.

(b) For theyears 1999 through 2003, the combined minimum lease receipts to be received by the Company from rental properties are
approximately $5.6 million in 1999 ($2.4 million from related parties); $5.2 million in 2000 ($2 million from related parties); $3.3 millionin
2001 ($.3 million from related parties); $3.2 million in 2002 ($.1 million from related parties); $3 million in 2003 (al from non-related parties);
and $16.3 million in the aggregate, thereafter (all from non-related parties), totalling $36.7 million ($4.8 million fromrelated parties).
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(c) The Company hasissued guarantees on bank loansto its investeesand subsidiaries totalling $12.2 million (includes $5 million of guarantees
with respect to M.D.F.).

The Company's commitmentsto its investees amounted to $13 million.

(d) Sonal, asubsidiary of the Company's investee, Granite, and "Delek” thelsragl Fuel Corporation Ltd. ("Delek”) jointly own therightsto the
"Dalkan 2000," a computerized system for marketing fuel products (primarily to automobile fleets). On January 26, 1997, the Controller of
Restrictive Trade Practicesruled that thejoint marketing arrangement of the "Dalkan 2000" system by Sonol and Delek isarestrictive trade
agreement. As aresult of the position taken by the Controller, both Sonol and Delek agreed to divide the "Dakan 2000" system between
themselves so that each company will operate an independent system in a manner that will enable customers, in accordance with their own
preference, to enter into an agreement with either of the companies. The separation agreement wasimplemented during 1998.

A private legidative proposal dealing with the shortening of the terms of exclusive agreements entered into between the fuel marketing
companies and filling station owners and operators has passed its first reading in the Knesset, the Israeli parliament. The Economics Committee
of the current Knesset has decided that therule of "Continuity” will be in effect regarding this proposal and to initially require thelegidation of
rules regarding future commitments of the fuel companies with filling station owners and only, thereafter, to deal with the issue of exclusive
agreements entered intoin the past. Subsequently, the Law of the Fuel Economy (Promotion of Competition Correction) 1998, wasenacted in
July, 1998. The Law deals with future commitments by the fuel companies and empowers the Minister of National Infrastructuresto determine
rules after consulting with the Controller of Restrictive Trade Agreements and after having received approval by the Economics Committee of
the Knesset, regarding automatic filling systems(Dalkanim and Pazomatim) and their operation. These rules will apply to al the fuel
companies.

A draft proposal of legidation by the Ministry of Energy and Infrastructure regarding the term of exclusive contracts between the fuel marketing

companies and station owners has been forwarded to government ministries, the President of the Supreme Court and law faculties for their
initial comments.

Aspart of the Ministry of Energy's policy to separate the holding of Emergency Inventories of crude oil and product inventories from the
companies operating inventories, the Fuel Authority hasdesignated several tanksat various storage locations for the holding of Emergency
Inventories, effective as of July 1, 1998. Furthermore, atender offer hasbeen published to determine the party whichwill hold the Emergency
Inventories, which haveto date been held by the major fuel marketing companies. The final date for thetender hasbeen postponed.

Atthistime, it istoo early to estimate the effects of thesaid developmentson the overall Isragli fuel market in general, and on Granitein
particular.

(e) OnJuly 27, 1998, a T Aviv District Court judge ruled in favor of Yakhin Hakal Ltd., the manager and co-owner of Ampal's 50%-owned
affiliates, Etz Vanir Ltd. ("Etz Vanir") and Y akhin Mataim Ltd. ("Y akhin Mataim™). The judge's decision allows Etz Vanir and Y akhin Mataim
to redeem debentures owned by Ampal for approximately $.8 million andto require Ampal to surrender all of its shares of EtzVanir and

Y akhin Mataim for their par value, whichisnominal. After the redemption and surrender, Ampal will nolonger have any interest in Etz Vanir
or Yakhin Mataim.

Etz Vanir and Y akhin Mataim cultivatein the aggregate approximately 1,200 acres of citrus groves.

Etz Vanir and Y akhin Mataim have not reported their financial resultsto Ampal since 1990 and, therefore, their financial results have not been
included in Ampal's financia statements. The carrying value of Ampal'sinvestment in Etz Vanir and Y akhin Mataim, as of December 31, 1998,
is approximately $.8 million.
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At the request of Ampal's attorneys, the Tel Aviv District Court hasissued a stay of performance of the judgment until the High Court of
Apped issues afina judgment. On October 15, 1998, Ampal filed an appeal with theHigh Court of Appeal in Jerusalem. Itisnot expected that
afina judgmentwill be rendered before theend of 1999.

(f) Legal claimsarisinginthe normal course of business have been filed against subsidiaries and affiliates of the Company. In the opinion of the
companies managements, based on the opinions of legal counsel, the provisions made are sufficient.

Note 16 - Restructuring Charge

During 1997, in connection with management'splan to reorganize operations and reduce costs, the Company recorded a restructuring charge of
$1.3 million ($.7 million wasrecorded in the quarter ended December 31, 1997). This restructuring resulted in the elimination of certain
corporate positions and was completed in 1998, and primarily related to severance and other employee-related costs. At December 31, 1998,
$.6 million of the restructuring charge remained unutilized and was transferred to severance and other employee-related liability.

Note 17 - Subsequent Events

On January 25, 1999, the Company accepted atender from Koor Tourism Enterprises (which tendered, jointly with the Sheraton International
chain) for the acquisition of the Radison Moriah Hotels chain ("Moriah"), the Company's 46%-owned affiliate, for $37.5 million. This
transaction was approved by Isragl's Anti-Trust Commissioner. If the aforementioned transaction is consummated, the Company will record a
gain on sae in the amount of approximately $12.4 million ($8 million, net of incometaxes). In the event that Moriah distributes dividends prior
to the completion of the sale, the sales price will be adjusted by the amount of thedividends received.

Hapoalim approached Ampal to commence negotiations regarding the potential purchase by Ampal and its subsidiaries of Hapoalim's entire
holdings in Ampal. In connection withthe proposed transaction, Ampal's Related Party Transactions Committee approved on March 22, 1999
to continue the negotiations with Hapoalim to acquirethe entire Hapoalim holdings in Ampal in exchange for consideration consisting of cash
and certain real estate properties currently leased to Hapoalim.
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SELECTED QUARTERLY FINANCIAL DATA
(Unaudited)

First Second Third
Quarter Quarter Quarter

Fourth
Quarter

(Dol lars in thousands, except per share data)

Year Ended Decenber 31, 1998

Revenues .. ... ... $ 9,833 $ 7,232 $ 4,792
Net interest (expense) ....................... (1, 246) (1, 448) (1,672)
Manuf acturing operations ..................... (86) (856) (410)
Net income (10SS) ..... ... . ... 2,006 (919) (1, 902)
Basi ¢ EPS:

Earnings (loss) per Cass A share ........... .08 (.03) (.08)
Di |l uted EPS:

Earnings (loss) per dass A share ........... .07 (.04) (.07)
Year Ended Decenber 31, 1997
REVENUES .. ittt $ 12,470 $ 18,347(1) $ 15, 896
Net interest income (expense) ................ 215 281 (13)
Manufacturing operations ..................... (9) (440) (330)
Net iNCOMB . ... ... e 2,521 4,769 4,608
Basi ¢ EPS:

Earnings per Class Ashare .................. .11 .20 .19
Di luted EPS:

Earnings per dass Ashare .................. .09 .17 .16

(1) Restated to reclassify theloss from impairment of investment.
(2) After deduction of preferred stock dividends of $335 and $351, respectively.
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ITEM 9. DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None
PART 111
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERSOF THE REGISTRANT
MANAGEMENT

The following table setsforth certain information regarding Ampal's directors and executive officers:

Name Posi tion

Daniel SteiNmBLtzZ(1). .. ... Chai rman of the Board of Directors and Director
Raz Steinmet z(1) . ... ... Chai rman of the Executive Committee and Director
Yehoshua G ei tmaN(1) . ... ..ot e e Chi ef Executive Oficer

Shlomd Mei chor ™. . ... Vi ce President-Finance and Treasurer

Al a Kant er. ... Vi ce President-Accounting and Controller

Eli S Goldberg.. ... ... Vice President-Legal and Secretary

Mchael Arnon(2) (3)(4). ... Di rector

Benzi on Benbassat . ... ... ... Director

Yaacov Elinav(d) . ... ... Director

Kenneth L. Henderson(2)(3)(4)(5). ... Di rector

Hillel Peled(2)(38)(4). ... s Di rector

Shinmdn Ravi d. . ... Director

* Mr. Meichor assumed the positions of Vice President-Finance and Treasurer of Ampal effective April 1, 1998.

The numbers listed below, whichfollow the names of some of the foregoing directors, designate committee membership:

(1) Member of the Executive Committee of the Board which meets as necessary between regularly scheduled Board meetings and, consistent
with certain statutory limitations, exercises al the authority of the Board. Mr. R. Steinmetz isthe Chairman of the Executive Committee. Dr.

Gleitmanisa member of the Executive Committee ex officio.

(2) Member of the Audit Committee of the Board which reviews functions of the outside auditors, auditors fees andrelated matters. Mr. Arnon
isthe Chairman of the Audit Committee.

(3) Member of the Related Party Transactions Committee of the Board which reviews and passes upon thefairness of business transactions
between Ampal and related parties. Mr. Peled isthe Chairman of the Related Party Transactions Committee.

(4) Member of the Stock Option Committee of the Board which administers Ampal's 1993 Stock Option Plan and other grants of options. For a
description of Ampal's 1993 Stock Option Plan, see "Executive Compensation - Stock Option Plan.” Mr. Henderson is the Chairman of the
Stock Option Committee.

(5) Mr. Henderson was a member of theBoard and the indicated Committees from January 1, 1998 until he resigned fromthe Board in May,
1998. He was reappointed to the Board (and the indicated Committees) on December 9, 1998.
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In 1998, the Board of Directors met four times and did not act by written consent; the Executive Committee met twice and acted by written
consent three times; the Audit Committee met twice and did not act by written consent; the Related Party Transactions Committee met twice
and acted by written consent once; and the Stock Option Committee met twice and did not act by written consent. Ampal does not have a
nominating committee or compensation committee. All directors attended more than 75% of the aggregate of (1) thetotal number of Board of
Directors meetings held during the period in 1998 for which such individua was a director and (2) the total number of meetingsheld by all
committees of the Board onwhich suchindividua servedin 1998 (during the period of such service).

The following setsforth the ages of al of the above-mentioned directors and officers, al positions and officeswith Ampal or its subsidiaries
held by each director and officer and principal occupations during thelast five years.

Daniel Steinmetz, 61, hasmanaged family diamond trading businessesin Israel for more than the past fiveyears. Mr. Steinmetz isthefather of
Raz Steinmetz.

Raz Steinmetz, 35, hasmanaged variousinvestments for his family, including real estate, financial investmentsand others, since September
1994. From September 1993 through September 1994, heworked asatrainee at Republic National Bank of New Y ork. From September 1991
through July 1993, he attended the University of Pennsylvania, Wharton Business School, wherehe received a Masters Degree in Business
Administration. He became a director of Ampal in June 1996 and Chairman of the Executive Committee in December 1996. Mr. Steinmetz is
the son of Daniel Steinmetz.

Y ehoshua Gleitman, 49, has been Chief Executive Officer of Ampal since May 1997 and Managing Director of Ampal (Israel), head of
Ampal's Isragli operations, since April 1, 1997. From August 1996 until February 1997, he was a Director General of thelsragli Ministry of
Industry and Trade. He was the Chief Scientist at the Ministry of Industry and Trade from January 1993 until February 1997. Prior to histenure
with theMinistry of Industry and Trade, Mr. Gleitman was Director General of AIMS Limited, atrading company.

Shlomo Meichor, 41, assumed theduties of Vice President-Finance and Treasurer of Ampal on April 1, 1998. For more than the past five years,
Mr. Meichor wasthe Finance and Operations Manager of Digital Semi-Conductors Isragl, a semi-conductor subsidiary of Digital Equipment
Corporation.

Alla Kanter, 41, hasbeen Vice President-Accounting of Ampal since September 1995 and Controller of Ampal since August 1990.

Eli S. Goldberg, 44, hasbeen Vice President-Legal and Secretary of Ampal sinceNovember 1998. From September 1996 until November
1998, he was an associate at Lowenstein, Sandler P.C. From November 1990 until July 1996, he was employed as Special Assistant to the
General Counsel of theMarket Transition Facility of New Jersey.

Michael Arnon, 74, wasChairman of theBoard of Directors of Ampal from November 1990 to July 1994. From July 1986 until November
1990, he was President and Chief Executive Officer of Ampal. He became a director of Ampal in 1986.

Benzion Benbassat, 61, has been the President and Chief Executive Officer of D.R.B. Investments Ltd., an investment company, controlled by
Daniel Steinmetz and Raz Steinmetz, directors of Ampal and the controlling persons of Ampal's principa shareholder for more than the past
five years.

Y aacov Elinav, 54, has been a Senior Deputy Managing Director of Hapoalim since August 1992. From October 1991 to August 1992, he was
a Deputy Managing Director of Hapoalim. From October 1988 to October 1991, he was head of the Corporate Division of Hapoalim. He
became a director of Ampal in 1992.

Kenneth L. Henderson, 44, is an attorney and has been a partner at Robinson Silverman Pearce Aronsohn & BermanLLP ("Robinson") since
1987. Robinson provided legal servicesto Ampal during 1997.

Hillel Peled, 51, hasbeen President of Inveco International, Inc., a private investment company, since January 1990. From January 1982 to
June 1986, he served as Vice President-Finance and Treasurer of Ampal. He became a director of Ampal in June 1996.
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Shimon Ravid, 62, has been a Joint Managing Director of Hapoalim since February 1994. From October 1989 until February 1994, he was a
Senior Deputy Managing Director of Hapoalim. He became a director of Ampal in 1990.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, asamended requires Ampa's officers and directors, and persons who own more than
10% of aregistered classof Ampal's equity securities, to file reports of ownership and changesin ownership with the SEC and the American
Stock Exchange. These persons arerequired by regulation of the SECto furnish Ampal withcopies of all

Section 16(a) forms they file.

Based solely on itsreview of the copies of such formsreceived by it, or written representations from certain reporting persons that no Forms 5
were required for those persons, Ampal believes that during 1998 Ampal's officers, directors and greater than 10% beneficial owners complied
with all applicable

Section 16(a) filing requirements.
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ITEM 11. EXECUTIVE COMPENSATION
SUMMARY COMPENSATION TABLE

The table below presents information regarding remuneration paid or accrued for servicesto Ampal and its subsidiaries by the executive
officers named below during the threefiscal yearsended December 31, 1998, 1997, and 1996.

Annual Conpensation

Name and Princi pal O her Annual Al Oher
Posi ti on Year Sal ary Bonus Conpensati on Conpensati on
Yehoshua d eitnman(1) 1998 $247, 060 $23, 118(2) $65, 552( 3)
(Chi ef Executive Oficer) 1997 179, 756 23, 843(2) 37, 444(4)
Raz Stei nnetz(5) 1998 144, 002 7,417(2) 33, 559( 6)
(Chairnman of the Executive Conmittee) 1997 100, 342 5, 599(2) 21, 219(7)
Shl omo Mei chor (8) 1998 122, 795 9, 735(2) 31, 869(9)

(Vi ce President-Finance
and Treasurer)

Al la Kanter(10) 1998 107, 310 9, 000 14, 362(11)
(Vi ce President-Accounting 1997 82,525 9, 229(12)
and Controller) 1996 82, 400 9, 366( 13)

Law ence Lefkow tz(14) 1998 159, 732 6, 739(2) 442, 743( 15)
(President) 1997 221,324 8, 720( 2) 33, 203(16)

1996 220, 851 16, 335 8,123(2) 28,800(17)

Mri Lent Sharir(18) 1998 159, 578 4, 695(2) 247, 869(19)

(Assistant Vice President-Israel 1997 132,418 29, 880 29, 842(20)
Oper at i ons) 1996 120, 272 27, 363(21)

(2) Dr. Gleitman was appointed Chief Executive Officer of Ampal on May 28, 1997. Effective April 1, 1997, he wasnamed Managing Director
of Ampal (Israel). Dr. Gleitmanis employed by Ampal pursuant to an employment agreement dated May 28, 1997. Hissdary is $247,060
(payable in Shekels) per annum, (plus benefits and the use of a company car), adjusted annually in accordance with changes in the United States
consumer price index. Dr. Gleitmanis paid by Ampal (Isragl). Either party may terminate this agreement upon three months written notice for
each year of Dr. Gleitman's employment up to a maximum of ninemonths. On November 18, 1998, Dr. Gleitman exercised hisrightsto
purchase 100,000 of Ampal's Class A sharesat 80% of its value based on the 30 day average sales price onthat date. In connection with this
purchase, on December 28, 1998, Dr. Gleitman received aloanfrom the Company in theamount of $210,000, at a variableinterest rate equal
to LIBOR (5.25% as of December 31, 1998); interest payable quarterly. The loan matures prior to the year 2001. Additionally, Dr. Gleitman
has obtained two |oans aggregating $250,000 from the Company. One loan, in the amount of $150,000, has aterm of 10 years, an interest rate
of LIBOR plus .8% andis without recourse to Dr. Gleitman. The second loan, in theamount of $100,000, has atermof 10 years, an interest
rate of LIBOR plus .5% and iswith recourse to Dr. Gleitman.

(2) Consists of amounts reimbursed for the payment of taxes.
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(3) Comprised of Ampal (Isragl)'s contribution pursuant to: (i) Ampal (Isragl)'s Pension Plan of $39,070, (ii) Ampal (Israel)'s education fund of
$18,511 and (iii) useof acar of $7,971.

(4) Comprised of Ampal (Israel)'s contribution pursuant to: (i) Ampal (Isragl)'s Pension Plan of $23,962 and (ii) Ampal (Isragl)'s education fund
of $13,482.

(5) Mr. Steinmetz is employed by Ampal Industries (Isragl) Limited, an indirect wholly-owned subsidiary of Ampal, on a part-time basis
pursuant to an employment agreement effective asof January 1, 1997. Mr. Steinmetz is entitled to receive a salary of $175,000 (payablein
Shekels) per annum (plus benefits), the total for 1998 was $144,000. His agreement can be terminated by either party upon thirty daysnotice.

(6) Comprised of Ampa (Isragl)'s contribution to: (i) Ampal (Isragl)'s Pension Plan of $22,778 and (ii) Ampal (Isragl)'seducation fund of
$10,781.

(7) Comprised of Ampa (Isragl)'s contribution to: (i) Ampal (Isragl)'s Pension Plan of $13,579 and (ii) Ampal (Isragl)'seducation fund of
$7,640.

(8) Mr. Shlomo Meichor has been employed by Ampal since March 1, 1998 and wasappointed Vice President-Finance and Treasurer of
Ampal, effective April 1, 1998. Pursuant to an employment agreement, dated March 5, 1998, Mr. Meichor receives a base sdary of $144,000
per annum, adjusted annually in accordance with the United States consumer price index (payable in Shekels) plus benefits and use of acar. His
agreement can be terminated upon two months notice and after the two months' notice period expires Mr. Meichor is entitled to receive his
salary for an additional four months.

(9) Comprised of Ampa (Isragl)'s contribution pursuant to: (i) Ampal (Isragl)'s Pension Plan of $19,323, (ii) Ampal (Isragl)'s education fund of
$9,155 and (iii) useof acar of $3,391.

(10) Ms. Kanter hasheen Vice President-Accounting of Ampal since September 1995 and Controller of Ampal since August 1990.
(12) Comprised of Ampal's contribution pursuant to: (i) Ampal's Pension Plan of $10,873; and (ii) Ampal's SavingsPlan of $3,489.
(12) Comprised of Ampal's contribution pursuant to: (i) Ampal's Pension Plan of $6,753; and (ii) Ampal's SavingsPlan of $2,476.
(13) Comprised of Ampal's contribution pursuant to: (i) Ampal's Pension Plan of $6,893; and (ii) Ampal's SavingsPlan of $2,473.

(14) Mr. Lefkowitz resigned as President and Director of Ampal on March 26, 1998 but continued as an employee of Ampal until September
1998.

(15) Comprised of Ampa's contribution pursuant to: (i) Ampal's Pension Plan of $19,788; (ii) accrued vacation benefit of $58,605; (iii) use of a
car of $8,819 and a severance payment of $355,531. See"Other Benefits' below for a description of such plans.

(16) Comprised of Ampal's contribution pursuant to: (i) Ampal's Pension Plan of $16,592; (ii) Ampal's Supplementary Executive Retirement
Plan of $12,111 and (iii) Ampal's SavingsPlan of $4,500.

(17) Comprised of Ampal's contribution pursuant to: (i) Ampal's Pension Plan of $15,476; (ii) Ampal's Supplementary Executive Retirement
Plan of $8,899 and

(iii) Ampal's Savings Plan of $4,425.

(18) Ms. Sharir resigned as Vice President-lsragl Operations on August 6, 1998.

(19) Comprised of Ampal (Isragl)'s contribution to: (i) Ampal (Isragl)'s Pension Plan of
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$12,942, (ii) Ampal (Israel)'s education fund of $6,143 and a severance payment of $228,784.

(20) Comprised of Ampal (Isragl)'s contribution to: (i) Ampal (Isragl)'s Pension Plan of $20,899 and (ii) Ampal (Israel)'s education fund of
$8,943.

(21) Comprised of Ampal (Israel)'s contribution to: (i) Ampal (Israel)'s Pension Plan of $19,239 and (ii) Ampal (Israel)'s education fund of
$8,124.
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FISCAL YEAR-END OPTION VALUES

Nunber of Securities Underlying Unexercised
Options at Fiscal Year-End(1)

Nane Exerci sabl e Unexer ci sabl e

Yehoshua G i tMBN. .. ... 437, 500 562, 500
Raz Stei NMBLZ. . ... 0 0
ShlonD Mei Chor . . ..o 0 0
AT a Kant er. ... 8, 000( 2) 0
Lawence LefKOWi tz. ... ... e 0 0

M Lent Sharir. ... ... 0 0

(1) This representsthe total number of sharesof Class A Stock subject to stock options held by the named executive officer at December 31,
1998.

(2) Represents options which expired January 24, 1999.
At the June 9, 1998 annual meeting of Ampal's sharehol ders (the "Effective Date"), Ampal's shareholders approved the grant of optionsand

purchase rightsto Dr. Y ehoshua Gleitman, Ampal's Chief Executive Officer. The terms of the options approved by the shareholders is as
follows:

No. of Options Exercise Price Term

200, 000 $6. 75 4.25 years
300, 000 $8 7 years
500, 000 $10 10 years

One-fourth (plus an additional one-sixteenth) of all such options vest immediately and the remaining options will vest at a rate of one-sixteenth
of thetotal number of options every three monthsuntil March 2001. The options for 200,000 shares withan exercise price of $6.75 will expire
four years and three monthsafter the Effective Date; the options for 300,000 shareswith an exercise price of $8 will expire on the seventh
anniversary after the Effective Date; and the options for 500,000 shares with an exercise price of $10 will expire on thetenth anniversary after
the Effective Date. All options that have not vested prior to Dr. Gleitman ceasing to be an employee of Ampal or its subsidiary will terminate
and not be exercisable. Dr. Gleitman will then have the greater of (i) two time the length of any applicable termination notice period and (ii) 30
days to exercise vested options. Dr. Gleitman was granted the right to exercise his options through a cashless exercise of options.

Dr. Gleitman was also granted theright to purchase up to 200,000 shares of Class A Stock at a price equal to 80% of theaverage closing sales
prices of the Class A Stock during the 30 days prior to the exercise of the particular purchase right. The purchase rights vest and terminate in
blocks of 50,000. In November 1998, Dr. Gleitman exercised purchase rightsto acquire 100,000 shares of Class A Stock.

Other Benefits

Ampal maintains a money purchase pension plan ("Pension Plan") for its dligible employees. Eligible employees areall full-time employees of
Ampal except non-resident aliens, night-shift employees and employeesrepresented by a collective bargaining unit. Ampal's contribution is
equal to 7% of each employee'scompensation plus 5.7% of the compensation in excess of the Socia Security taxable wage base for that year.

Employees become vested in amounts contributed by Ampal depending on the number of years of service, as provided in thefollowing table:
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Vest ed
Years of Service
Per cent age

less than 2 years. .. ... ... .. 0%
2 but less than 3 years......... ... ... . ... 20%
3 but less than 4 years. . ......... ... 40%
4 but less than 5 years............ . ... 60%
5 but less than 6 years. ........... ... ... 80%
B OF MDIE YA S. . oottt e e e e 100%

Benefits under the Pension Plan arepaid in alump sum, in anannuity form or ininstallments.

Ampal maintains a savings plan (the "Savings Plan") for its eligible employees pursuant to Section 401(k) of the Internal Revenue Code of
1986, as amended (the "Code"). Eligible employees are all employees of Ampal except non-resident aliens, night-shift employees and
employees represented by a collective bargaining unit. Participation by employees in the Savings Plan is voluntary. Participating employees
may direct that a specific percentage of their annual compensation (up to 15%) be contributed to a self-directed 401(k) savings account. The
amount which any employee could contribute to his or her

401(k) savings account in 1998 waslimited under the Codeto $10,000. Effective January 1, 1996, the Savings Plan was amended so that
Ampal matches 50% of each employee's contribution up to a maximum of 3% of the employee's compensation. Employees who were eligible to
participate in the SavingsPlan asof December 31, 1995 are 100% vested at all timesin the account balances maintained in their 401(k) savings
account. Employees who became eligible to participate in the Savings Plan on or after January 1, 1996 become vested in amounts contributed
by Ampal depending on the number of years of service, as provided in thefollowing table:
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Vest ed

Years of Service
Per cent age

less than 2 years. ... ... ... 0%
2 but less than 3 years........ ... ... ... 20%
3 but less than 4 years........ .. ... 40%
4 but less than 5 years........... .. 60%
5 but less than 6 years........ ... .. ... 80%
B OF MDIE YAl S. . oottt it e e e e e 100%

Benefits under the Savings Plan are required to be paid in asingle, lump-sum distribution. Payment is usually made after termination of
employment.

In 1994, Ampal established a Supplementary Executive Retirement Plan ("SERP") for its eligible employees. Ampal's obligation under the
SERP isto pay to affected employees the amount that would have been paid to them by the Pension Plan but for the operation of Section
401(a)(17) of the Code.

Compensation of Directors

Directors of Ampal (other than Mr. R. Steinmetz) receive $500 per Board meeting attended. The Chairman of the Board receives $2,000. Such
persons also receive the sameamount for attendance at meetings of committees of the Board, provided that such committee meetings are on
separate days and on a day other than theday of aregularly scheduled Board meeting.

Stock Option Plan

In November 1993, the Board approved a stock option plan (the "Stock Option Plan™) which provides for grants of optionsto purchase upto
200,000 shares of Ampal Class A Stock in the aggregate to employees, officers and directors of Ampal and certain subsidiaries of Ampal.
Options granted under the Stock Option Plan may be either options which areintended to qualify as "incentive stock options* within the
meaning of Section 422 of the Code ("1SOs"), or options that are not intended to so qualify ("Non-1S0s"). The Stock Option Plan was
approved by Ampal's shareholders on September 22, 1994,

The Stock Option Plan isadministered by the Board or by a Stock Option Committee thereof (the "Committee") consisting exclusively of
directors who are not to be granted optionsunder the Stock Option Plan. The Board (or the Committee) determines, subject to theterms of the
Stock Option Plan, the individualsto whom optionsare to be granted and theterms of the options, including the exercise price, number of
shares subject to each option, whether the option isto qualify asan ISO and thevesting of rights to exercise each option. Currently, the Stock
Option Committee is administered by a committee consisting of Mr. Arnon, Mr. Henderson (Chairman) and Mr. Peled.

The exercise price of each1SO granted under the Plan must not be lessthan the fair market value of the shares on the date of grant or 110% of
the fair market value on the date of grant if the SO grantee owns stock representing morethan 10% of the voting power of Ampal's capital
stock orvalue of al classes of stock of Ampal or a subsidiary corporation. The exercise price of each Non-1SO granted under the Stock Option
Plan, whichmay be lessthan fair market value on the date of grant, will be fixed by the Board (or the Committee) at the time the Non-1SO is

granted.

The Board (or the Committee) shall determine the dates on which each option shall be exercisable and the conditions precedent to such
exercise. However, all options, other than those granted to non-employee directors of Ampal, may not be exercisable prior to the second
anniversary of their date of grant. Options granted to non-employee directors of Ampal shall be exercisable immediately upon grant. The terms
of options granted under the Stock Option Plan may not exceed five years.
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To theextent that a grant of options resultsin the aggregate fair market value of the shares of Class A Stock with respect to which |SOs are
exercisable for thefirst time by an optionee during any calendar year exceeds $100,000, such options are treated asNon-1SOs.

Pursuant to anamendment to the Stock Option Plan, dated March 23, 1994, optionees may pay the exercise price or their withholding tax
obligation with the shares of Class A Stock which areto be delivered upon exercise.

In January 1994, pursuant to the Stock Option Plan, Non-1SO Options to purchase 134,900 shares of Class A Stock were granted to employees,
officers and directors of Ampal and certain subsidiaries of Ampal. Currently, options to purchase 35,750 shares of Class A Stock remain
outstanding not including options granted to Dr. Gleitman.

In March 1998, the Board approved a Long-term Incentive Plan (the "1998 Plan") permitting the granting of optionsto all employees, officers,
directors and consultants of the Company and its subsidiaries to purchase up to an aggregate of 400,000 shares of Class A Stock. The options
granted may be either incentive stock options, at an exercise price to be determined by the Committee but not less than 100% of thefair market
value of theunderlying options on the date of grant, or hon-incentive stock options, at an exercise price to be determined by the Committee.
The Committee may also grant, at its discretion, "restricted stock”, "dividend equivalent awards’, which entitle the recipient to receive
dividendsin the form of Class A stock, cash or a combination of both and "stock appreciation rights," which permit the recipient to receive an
amount in the form of Class A Stock, cash or a combination of both, equal to the number of sharesof Class A Stock with respect to whichthe
rights are exercised multiplied by the excess of the fair market value of the Class A Stock on the exercise date over the exercise price. The 1998
Plan remains in effect for aperiod of ten years.

Alsoin March 1998, the Company entered into aStock Option and Stock Purchase Agreement ("the Agreement") with the Company's CEO.
Pursuant to the Agreement, the CEO was granted options to purchase up to 1,000,000 shares of the Company'sClass A Stock. The Company
also granted, based on certain termsand conditions, therightsto purchase ("Share Purchase Rights' ), at a discount, up to 200,000 shares of the
Company'sClass A Stock.

Compensation Committeelnterlocks and Insider Participation

During 1998, membersof the Executive Committee of the Board of Directors which functions as the compensation committee of Ampal
included: Mr. Daniel Steinmetz; Mr. Y aacov Elinav, Senior Deputy Managing Director of Hapoalim; and Mr. Raz Steinmetz (Chairman). For a
description of business transactions between Ampal and Hapoalim and between Ampal and the Steinmetz group, see " Certain Relationships and
Related Party Transactions."

Item 12. Security Ownership of Certain Beneficial Owner ship and Management
Principal Shareholders of Ampal

The following table setsforth information as of March 18, 1999 as to the holders known to Ampal who beneficially own more than 5% of the
Class A Stock, the only outstanding series of voting securities. For purposes of computation of the percentage ownership of Class A Stock set
forth in the table, conversion of any 4% Cumulative Convertible Preferred Stock (the "4% Preferred Stock™) and 6 1/2% Cumulative
Convertible Preferred Stock (the"6 1/2% Preferred Stock™) owned by such beneficial owner has been assumed, without increasing the number
of sharesof Class A Stock outstanding by amounts arising from possible conversions of convertible securities held by shareholders other than
such beneficial owner. As at March 18, 1999, there were outstanding 24,114,062 (not including treasury shares) shares of Class A Stock of
Ampal. In addition, there were outstanding 920,186 non-voting shares of 6 1/2% Preferred Stock (each convertible into 3 shares of Class A
Stock) and 171,305 non-voting shares of 4% Preferred Stock (each convertibleinto 5 shares of Class A Stock).
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Security Ownership of Certain Beneficial Owners

Nane and Address Title of Amount and Nature Per cent
of Beneficial Oaner d ass of Beneficial Omnership of d ass
Daniel Steinmetz............ .. ... ... C ass A Stock 11,083,712 shs. (1) 46%

Rebar Fi nancial Corp.

c/o lcaza, CGonzal ez-Ruiz

& Aleman (BVI) Ltd.

W ckhans Cay, Road Town,
Tortola, British Virgin Islands

Raz Steinmetz............ ... O ass A Stock 11, 083, 712 shs. (1) 46%
Rebar Fi nanci al Cor p.

c/o lcaza, CGonzal ez-Ruiz

& Aleman (BVI) Ltd.

W ckhans Cay, Road Town,

Tortola, British Virgin Islands

Rebar Financial Corp.......... .. ..., G ass A Stock 11,083,712 shs. (1) 46%
c/o lcaza, CGonzal ez-Ruiz

& Aleman (BVI) Ltd.

W ckhans Cay, Road Town,

Tortola, British Virgin Islands

Bank Hapoal imB.M......... ... ... .. ... . ... O ass A Stock 6, 258, 639 shs. (2) 25.5%
50 Rot hschild Bl vd.
Tel Aviv, Israel

(1) Consists of 11,083,712 sharesof Class A Stock held directly by Rebar, as reported by Mr. Danidl Steinmetz, Mr. Raz Steinmetz and Rebar
on Amendment to Form 4, dated February 1, 1999, filed withthe SEC. Mr. Raz Steinmetz isthe President of Rebar and Mr. Daniel Steinmetzis

the Vice President. They are the sole directors of Rebar and beneficialy own, directly and indirectly, 96% and 4% of the outstanding equity of
Rebar, respectively. Certain of the shares of Class A Stock held by Rebar have been pledged to The First International Bank of Israel Ltd.

(2) As reported by Hapoalim on Amendment No. 34 to Schedule 13-D, dated December 18, 1996, filed with the SEC. These shares represent
all of the shares owned directly by its wholly-owned subsidiary Atad. Assumes conversion of 122,536 shares of 6 1/2% Preferred Stock and
3,350 shares of 4% Preferred Stock.

Security Owner ship of Management

The following table setsforth information as of March 18, 1999 as to each class of equity securities of Ampal or any of itssubsidiaries
beneficially owned by each director and named executive officer of Ampal listed in the Summary Compensation Table and by all directors and
named executive officers of Ampal asagroup. All ownershipsare direct unless otherwise noted. The table does not include directors or named

executive officerswho do not own any such shares:
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AMOUNT AND NATURE OF PERCENT OF QOUTSTANDI NG

BENEFI Cl AL OANERSHI P SHARES OF
NANVE OF CLASS A STOCK CLASS A STOCK
Yehoshua Qeitman. ........... ... ... 537, 500( 1) 2%
Lawrence Lefkowitz. ... ... ... 32,375(2) *
Dani el Stei NMetz.. ... ... ... e 11, 083, 712( 3) 46%
Raz Steinmetz. . ...... ... 11, 083, 712(3) 46%
Al Directors and Executive Oficers as a Goup........ 11, 669, 087(4) 48%

* Represents lessthan 1% of the class of securities.

(2) Includes 100,000 sharesof Class A Stock acquired in November 1998 upon Dr. Gleitman's exercise of purchase rights and 437,500 options
to purchase shares of Class A Stock which are currently exercisable.

(2) Includes 23,100 sharesof Class A Stock held by atrust under an estate as to which Mr. Lefkowitz is co-personal representative. Mr.
Lefkowitz resigned as President and Director of Ampal effective March 26, 1998 and continued to be an employee of Ampal until the
expiration of his employment agreement in September 1998.

(3) Attributable to 11,083,712 shares of Class A Stock held directly by Rebar.
See " Security Ownership of Certain Beneficial Owners.”

(4) Includes options to purchase 437,500 shares of Class A Stock which are currently exercisable.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The Board of Directors of Ampal maintains a Related Party Transactions Committee comprised of independent directors whichreviewsand
passes upon the fairness of any business dealings and arrangements (other than borrowings on then prevailing marketterms or deposits made in
the ordinary course of business) between Ampal andany affiliated party. With certain exceptions, Ampa may not enter into transactions with
any officer, director or principal shareholder of Ampal, without first obtaining the approval of the Related Party Transactions Committee or a
majority of the disinterested members of the Board of Directors or the shareholders.

The management of Ampal believesthat al of the following transactions were done on terms which were no less advantageous to Ampal than
could have been obtained from unaffiliated third parties.

Ampal borrows and receives deposits from Hapoalim and its subsidiaries. During 1998, thelargest amount of such indebtedness outstanding at
any one time was $65,487,000 and interest expense thereon was $4,817,000. Additionally, Ampal makesloans to and maintains deposits with
Hapoalim and its subsidiaries. The largest amount of suchloans and deposits at any one time during 1998 was $62,958,000 and interest income
thereon was $3,422,000. Asof December 31, 1998, the amount of borrowings from Hapoalim and its subsidiaries was $57,557,000 and the
amount of loansto and deposits with Hapoalim and its subsidiaries was $22,549,000. In 1998, Ampal borrowed $3 million from Hapoalim
under a committed line of credit. Borrowings under this line of credit bear interest at a variablerate of interest equal to LIBOR plus .5%. Such
loans and borrowings are made on substantially the same terms, including interest rates and collateral, as those prevailing at the time for
comparable transactions with unaffiliated third persons and, in the opinion of the management of Ampal, do not involve morethan normal risk
of collectibility or present other unfavorable features.

In connection with the Company's investment in MIRS, the Company borrowed $35 million from Hapoalim. The loan (" Short-Term Loan") had
aterm of 90 days and bore interest at arate of LIBOR plus .5%. OnMay 4, 1998, the Company received along-term loan from Hapoalim in the
amount of $36.4 million. The loanis due on March 31, 2008 and bears interest at arate of LIBOR plus 0.8%. The principal paymentsare due
as follows: 10% on March 31, 2004, 15% on March 31, 2005 and 25% on each of the following dates - March 31, 2006, 2007 and 2008.
Interest will be paid annually on March 31 of eachyear from March 31, 2001 until andincluding March 31, 2008. The proceeds from the
long-term loan was used to repay the Short-Term Loan.

In March 1998, the Company transferred itsinterestin MIRS to alimited partnership (the "Partnership"). A wholly-owned Isragli subsidiary of
Ampal (the "Genera Partner") isthegeneral partner of the Partnership and owns 75.1% of the Partnership. The limited partners of the
Partnership purchased their interestsin the Partnership from the Partnership and include (i) an entity owned by Daniel Steinmetz and Raz
Steinmetz (directors of Ampal and the controlling persons of Ampal's principal shareholder), (i) Hapoalim, (iii) an entity owned by Dr.
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Y ehoshua Gleitman, Ampal's Chief Executive Officer and (iv) anunrelated third party. The related parties purchased their limited partnership
interests
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on the same termsas an unrelated third party which were determined through arm's length negotiations between the Company and the unrelated
third party. A portion of Dr. Gleitman's entity's purchase price was obtained through two loans aggregating $250,000 from the Company. One
loan, in the amount of $150,000, hasaterm of 10 years, an interest rate of LIBOR plus .8% and is without recourse to Dr. Gleitman. The
second loan, in theamount of $100,000, has atermof 10 years, an interest rate of LIBOR plus .5% and is with recourse to Dr. Gleitman. Both
loans are secured by Dr. Gleitman's interest in the Partnership.

On November 18, 1998, Dr. Gleitman exercised hisrightsto purchase 100,000 Class A sharesat 80% of its value based on the 30 day average
sales price on that date. In connection with that purchase, on December 28, 1998, Dr. Gleitman received aloan from the Company in the
amount of $210,000, at a variable interest rate equal to LIBOR (5.25% as of December 31, 1998); interest payable quarterly. The loan matures
prior to the year 2001.

Ampal subleases 4,960 rentable square feet of office space leased by Hapoalim at 1177 Avenue of the Americas, New Y ork City under a
sublease which expires on August 30, 2009. The base rent which commenced in September 1994, is $169,000, subject to escalation. In 1998,
Ampal'stotal payments to Hapoalim in connection with thislease totalled $170,000.

The Company |leases office space in various locationsin Israel to Hapoalim and its subsidiaries, pursuant to leases which will generally expire
in the years between 2000 and 2003, in exchange for total rental paymentsin 1998 of approximately $2,870,000. Generally, the annual
payments are based upon 10% of thevalue of the property linked to the Israeli CPI.

At the request of, and pursuant to the termsof an employment agreement with, Ampal, Mr. Lefkowitz has been counsel to Hapoalim and has
rendered legal services to its United States branches since August 1990. Mr. Lefkowitz resigned from the Company in September 1998. In
1998, Hapoalim reimbursed Ampal $73,000 for the services of Mr. Lefkowitz under the arrangement.
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PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K

(&) The following documents are filed asa part of this report:

Page
Ref er ence*
(1) Financial Statenments and Suppl enentary Data
Anpal - Anerican |srael Corporation and Subsidiaries
Report of Independent Public Accountants........................ 35
Consol i dated Statenents of Incone for the years ended Decenber
31, 1998, 1997 and 1996. ... .. ... ... 36
Consol i dated Bal ance Sheets as at Decenber 31, 1998 and 1997.... 37
Consol i dated Statenents of Cash Flows for the years ended
Decenmber 31, 1998, 1997 and 1996.......... ... ...t 39
Consol i dated Statenents of Changes in Shareholders' Equity
for the years ended Decenber 31, 1998, 1997 and 1996......... 41
Consol i dated Statenents of Conprehensive Income for the years
ended Decenber 31, 1998, 1997 and 1996....................... 42
Notes to Consolidated Financial Statenents...................... 44
Suppl enent ary Dat a:
Sel ected quarterly financial data for the years ended
Decenmber 31, 1998 and 1997..... ... . . . .. 61

(2) Financial Statenent Schedul es
Schedul es which have been onitted are not applicable or the

required information is shown in the financial statenents or
notes thereto.

(i) Schedule of Representative Rates of Exchange between theU.S. dollar and New Israeli Shekel for three yearsended December 31, 1998

(i) Consolidated financial statementsfiled pursuant to Rule 3-09 of
Regul ation S-X

Ganite Hacarnel Investnments Limted and Subsidiaries
Report of Certified Public Accountants..........................

81
Consol i dated Bal ance Sheets as at Decenber 31, 1998 and 1997....
83
Consol i dated Statenents of Incone for the years ended
Decenber 31, 1998, 1997 and 1996............. ... .. ... ...
85
Consol i dated Statenents of Shareholders' Equity for the
years ended Decenber 31, 1998, 1997 and 1996.................
86
Consol i dated Statenents of Cash Flows for the years ended
Decenmber 31, 1998, 1997 and 1996............ ... i
87
Notes to Consolidated Financial Statements......................
91
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(iii) Reports of Other Certified Public Accountants filed pursuant to Rule 2-05 of Regulation S-X:

AMEHAL Lt d. ..
132
Anpal Engineering (1994) Ltd.......... .. ..,
133
Ampal Enterprises Ltd......... ...
135
Ampal Financial Services Ltd........... .. ... . . ..
136
Ampal Holdings (1991) Ltd.......... . ... e
137
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Ampal Industries (lIsrael) Ltd....... ... .. . . ...
139
Ampal (Israel) Ltd......... .. e
140
Ampal Properties Ltd.. ... ... ...
142
Bay Heart Ltd. ....... ...
144
Carnmel Container Systems Ltd. ......... ... .. . ... ..
147
Country Club Kfar Saba Limted.............. .. ... . . ... .. ...
148
Coral World International Limted........... ... .. ... .. .. ........
150
Epsilon Investnent House Ltd.............. ... . ... . .. . ...
152
Hod Hasharon Sport Center (1992) Limited Partnership............
153
Mvnat Holdings Ltd............ .. . . e
155
Moriah Hotels Ltd. ....... ... . . . e
156
T o
157
Ophir Holdings Ltd. ...... ... e
159
Olite Industries (1959) Ltd......... ... .. i,
161
Ortek Ltd. ..
162
Paradi se Industries Ltd. (U S. Dollars)........... ... ... ... .....
163
Red Sea Marineland Holding (1973) Ltd......... ... .. ... .. ... . ...
164
Red Sea Underwater Qbservatory Ltd.......... ... ... ... ... ... .....
165
Renai ssance Investnment Co. Ltd............ ... . . ... ...
166
Shney-Bar Real Estate 1993 Ltd........... ... .. ... ...
167
Shrey-Bar (T.H ) 1993 Ltd....... ... e
169
Tel edata Communications Ltd......... ... ... ...
171
Trinet Investment in High-Tech Ltd.......... ... .. ... .. ... ......
172
Trinet Venture Capital Ltd. .......... . .. . .. . . ...
174
UDS Utinte Distribution Systens Ltd........................
176

(3) List of Exhibits
Exhibit 2 - Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession

2a. -- Purchase and Sale Agreement, dated January 5, 1998, between Ampa Communications, Inc. and Motorola Communications Isragl Ltd.
(Includes asExhibit A theform of Partnership Agreement between Ampal Communications, Inc. and Motorola Communications Isragl Ltd. and
as Exhibit B theform of Shareholders' Agreement between Ampal Communications, Inc. and Motorola Communications Israel Ltd.) (Filed as
Exhibit 2to a Current Report on Form 8-K, dated February 5, 1998 and incorporated herein by reference. File No. 0-538.)

2b. -- Amendment, dated January 22, 1998, to (i) Purchase and Sale Agreement, dated January 5, 1998, between Ampal Communications, Inc.
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and Motorola Communications Isragl Ltd., (ii) Partnership Agreement between Ampa Communications, Inc. and Motorola Communications
Israel Ltd. and(iii) form of Shareholders Agreement between Ampal Communications, Inc. and Motorola Communications Isragl Ltd. (Filed as
Exhibit 2ato a Current Report on Form 8-K, dated February 5, 1998 and incorporated herein by reference. File No. 0-538.)

Exhibit 3- Articles of Incorporation and By-Laws

3a. Amended and Restated Certificate of Incorporation of Ampal-American Israel Corporation, dated May 28, 1997. (Filed asExhibit 3a. to
Form 10-Q, for the quarter ended June 30, 1997 and incorporated herein by reference. File No. 0-5380).

3b. By-Laws of Ampal-American Israel Corporation asamended, dated June 9, 1998. (Filed as Exhibit 3 to Form 10-Q, for the quarter ended
September 30, 1998 and incorporated herein by reference. File No. 0-538).
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Exhibit 4 - Instruments defining therights of security holders, including indentures

4a. Formof Indenture dated as of November 1, 1984. (Filed as Exhibit 4ato Registration Statement No. 2-88582 and incorporated herein by
reference).

4b. Form of Indenture dated as of May 1, 1986. (Filed asExhibit 4ato Pre-Effective Amendment No. 1 to Registration Statement No. 33-5578
and incorporated herein by reference).

Exhibit 10 - Material contracts

10a. Employment contract of Lawrence Lefkowitz, dated July 26, 1993.
(Filed as Exhibit 10.2 to Pre-Effective Amendment No. 1 to Registration Statement No. 33-51023 and incorporated herein by reference).

10b. Legal Services Agreement, dated asof August 1, 1990, between Bank Hapoalim B.M. and Ampal-American Israel Corporation. (Filed as
Exhibit 10i to Form 10-K for fiscal year ended December 31, 1990 and incorporated herein by reference. FileNo. 0-538).

10c. Agreement dated February 7, 1992 among I nertia-Energies Future Technologies Ltd., Yehuda (Yul (i)e) Offer, Offer Brothers
(Management) Ltd., Offer Shipping Ltd., Offer Ship HoldingsLtd., L.I.N. (Holdings) Ltd., I.I.Z. European Enterprise B.V., AmnV, Amnion
Leon, Ampal Industries Inc. and Y eshayahu Landau (Translation). (Filed as Exhibit 10.1 to Pre-Effective Amendment No. 1 to Registration
Statement No. 33-51023 and incorporated herein by reference).

10d. Ampal-American Isragel Corporation's 1993 Stock Option Plan.
(Filed as Exhibit 10.3 to Pre-Effective Amendment No. 1 to Registration Statement No. 33-51023 and incorporated herein by reference).

10e. Amendment, dated asof March 23, 1994, to Ampal-American Isragl Corporation's 1993 Stock Option Plan. (Filed as Exhibit 10h to Form
10-K for the fiscal year ended December 31, 1993 and incorporated herein by reference. File No. 0-538).

10f. Agreement, dated March 22, 1993, between the Investment Company of Bank Leumi, Ltd., and Ophir Holdings Ltd., Mercazim
InvestmentsLtd., Diur B.P. Ltd. and Mivnat Holdings Ltd. (Filed as Exhibit 10.4 to Pre-Effective Amendment No. 1 to Registration Statement
No. 33-51023 and incorporated herein by reference).

10g. Committed Line of Credit Agreement, dated as of June5, 1992, and amendments, dated October 31, 1992 and October 31, 1993. (Filed as
Exhibit 10.5 to Pre-Effective Amendment No. 1 to Registration Statement No. 33-51023 and incorporated herein by reference).

10h. Agreement, dated January 18, 1994, between Ampal Industries, Inc.
and Inerta-Energies and Future Technologies Ltd. (Trandation). (Filed as Exhibit 10.6 to Pre-Effective Amendment No. 1 to Registration
Statement No. 33-51023 and incorporated herein by reference).

10i. Agreement, dated March 30, 1994, between Investment Company of Bank Hapoalim Ltd., Ampal (Israel) Ltd. and Ampal Industries
(Isragl) Ltd. (Trandation). (Filed as Exhibit 101, to Form 10-K for thefiscal year ended December 31, 1994 and incorporated herein by
reference. File No. 0-538).

10j. Share Purchase Contract, dated October 11, 1996, between Ampal Industries, Inc. and Agrifarm International Ltd. (Translation). (Filed as
Exhibit 10 to Form 10-Q for the quarter ended September 30, 1996 and incorporated herein by reference. File No. 2-5061).
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10k. Exchange Agreement, dated as of December 11, 1996, between Ampal-American Isragl Corporation and Bank Hapoalim B.M. (Filed as
Exhibit 2to Amendment No. 34 of Schedule 13D filed by Bank Hapoalim B.M. on December 20, 1996 and incorporated herein by reference).

10l. Declaration Establishing a Plan for Condominium Ownership of Premises 800 Second Avenue, New Y ork, New Y ork, dated December 12,
1996. (Filed asExhibit A to Exhibit 10m to From 10-K for the fiscal year ended December 31, 1997 and incorporated herein by reference. File
No. 0-538).

10m. Employment Agreement, dated May 28, 1997, among Ampal-American Israel Corporation, Ampal (Isragl) Ltd. and Y ehoshua Gleitman.
(Filed as Exhibit 10a. to Report on Form 10-Q, for the quarter ended June 30, 1997. File No. 0-538).

10n. Stock Option and Stock Purchase Agreement dated asof March 27, 1998, between Ampal-AmericanIsrael Corporation and Y ehoshua
Gleitman, as amended. (Filed as Exhibit 10p to Form 10-K for the fiscal year ended December 31, 1997 and incorporated herein by reference.
File No. 0-538)

100. Amendment No. 1, dated June 4, 1997, to that certain Legal Services Agreement between Bank Hapoalim B.M. and Ampal-American
Israel Corporation. (Filed as Exhibit 10c. to Form 10-Q, for the quarter ended June 30, 1997. File No. 0-538).

10p. Agreement dated September 9, 1997, between Ampal Industries (Isragl) Limited and Raz Steinmetz. (Filed as Exhibit 10 to Report on
Form 10-Q for the quarter ended September 30, 1997. File No. 0-538).

10qg. Agreement, dated as of March 1, 1997, among Emmes Asset Management Corp., Ampal-American Israel Corporation and Ampal Realty
Corporation. (Filed as Exhibit 10s to Form 10-K for the fiscal year year ended December 31, 1997 and incorporated herein by reference. File
No. 0-538).

10r. Loan Agreement, dated April 27, 1998, between Bank Hapoalim Ltd.

and Ampal Communications Limited Partnership. (Filed as Exhibit 10.1 to Report on Form 10-Q, for the quarter ended June 30, 1998. FileNo.
0-538).

10s. Form of Loan Agreement between Ampal Communications Limited Partnership and Bank Leumi Le-lsrael B.M. (Filed as Exhibit 10.2 to
Report on Form 10-Q, for the quarter ended June 30, 1998. File No. 0-538).

10t. Amendment No. 1, dated June 16, 1998, to a letter agreement, dated September 9, 1997, between Ampal Industries (Israel) Limited and
Raz Steinmetz. (Filed as Exhibit 10.3 to Report on Form 10-Q, for the quarter ended June 30, 1998. FileNo. 0-538).

Exhibit 11 - Computation of EarningsPer Share.........c.ccccovveiveenne
Exhibit 12 - Statement re Computation of Ratios..........cccceeererricriennns
Exhibit 21 - Subsidiaries of theRegistrant............cccceovvveieccnnennn.

Exhibit 23 - Consents of Auditors:

AM-HAL Ltd...ooececiceeceeee e Ampal-American Isragl Corporation...........ceeeeevvievereeeerenn Ampal-American |sragl
COorporation........ccceevveveseeesesesennenns Ampal Engineering (1994) Ltd.......c.ccooevevveievieveieee e Ampal Enterprises

o RSN Ampal Financial ServicesLtd........ccoovvevvvvevccececeee Ampal Holding (1991)

[ o RSN Ampal Industries(Isragl) Ltd........cccovevveveneveienieieseeennns Ampal (Isragl) Ltd......cccoovieireiecceeecec e
Ampal Properties Ltd.........ccocevevevienennce e Bay Heart, Ltd......cccccooovveeeere e Carmel Container Systems
Lt Cora World International Ltd..........ccooveeivviinneiernencnnn Coral World International

o Country ClubKfar Saba Limited.........cccceevevrvrerenenerierene, Epsilon Investment House

I o Granite Hacarmel InvestmentsLimited........ccooeevevivvvrcccnnnnn. Hod Hasharon Sport Center (1992) Ltd.
Partnership......c.ccovveeens Mivnat HoldingS Lid........cccoeoinninneiennereerieeee Moriah HOtElS LEd.......covorieiirireeecrees e Nir
L. oo Ophir HOIdINGS Ltd.......cccoeirriiirieirscreeecseeens Orlite Industries (1959)

o L@ (= 10 (o R Paradise IndustriesLtd.........cccoovvvvecerinnnveneeeseseene Red
Sea Marineland Holding (1973) Ltd........cccovvvevviinniiennns Red Sea Underwater Observatory Ltd.........ccoveevnencniccnennn Renaissance

Investment Co. Ltd.......ccceoeeeeecieiieee e
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Shmey-Bar Real Estate 1993 Ltd.......ccccoceveeeevvrvrccre s Shmey-Bar (T.H.) 1993 Ltd......ccccooevervrirerrere e Teledata
Communications Ltd..........cccovverererinnreniere s Trinet Investment in High-Tech Ltd.......ccccoovvvvecenivvcieene, Trinet Venture Capital
I o U.D.S. Ultimate Distribution SystemsLtd..........cccceevvevrerernnnn.

Exhibit 24 - Powers of AttOrney......cccccceeevvveeeeevivvereece e
(b) No reports on Form 8-K werefiled during thelast quarter of 1998. A Current Report on Form 8-K was filed by the Registrant on February
5, 1998, which described an Item 2 event, the acquisition from Motorola Communications Isragl Ltd. of the assets of its shared networks

operations.
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REPRESENTATIVE RATES OF EXCHANGE
BETWEEN THE U.S.DOLLAR AND THE NEW ISRAEL| SHEKEL
FOR THE THREE YEARSENDED DECEMBER 31, 1998

The following table shows the amount of New Isragli Shekels equivalent to oneU.S. Dollar on the dates indicated:

1998 1997 1996
March 31 ........ ... ... ... 3.597 3.361
3.111
June 30 .......... ... 3. 667 3. 587
3. 203
Septenber 30 ................ 3. 845 3. 497
3. 220
Decenber 31 ................. 4.160 3.536
3.251
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[KPMG LOGO]

SOMEKH CHAIKIN

Mai | address O fice address Tel ephone 872 4 857
8998

PO Box 240 7 Ergar Street Fax 972 4 857 9857
Tirat HaCarnel 28101 Tirat HaCarnel 39032

| srael | srael

Tirat HaCarmel, March 23, 1999
INDEPENDENT AUDITORS REPORT
To theBoard of Directors and the Shareholders of Granite Hacarmel |nvestments Limited

We have audited the accompanying consolidated balance sheets of Granite Hacarmel Investments Limited and its subsidiaries (the Company) as
of December 31, 1998 and 1997, and the related consolidated statements of income, sharehol ders equity and cash flowsfor each of thethree
yearsin the period ended December 31, 1998. Thesefinancial statements are the responsibility of the Company'sBoard of Directors and of its
Management. Our responsibility isto express an opinion on these financial statements based on our audits.

Wedid not audit the financial statements of Vulcan Batteries Ltd., a consolidated subsidiary, whose assets constitute 3.4% and 3.6% of the total
consolidated assets as of December 31, 1998 and 1997 respectively, and whose revenues constitute 3.3%, 3% and 3% of the total consolidated
revenues for the years ended December 31, 1998, 1997 and 1996, respectively. Those statements were audited by other auditors whosereport
thereon was furnished to us. Our opinion expressed herein, insofar as it relatesto the amounts included for such subsidiary, is based solely on
the report of the other auditors. Furthermore, the dataincluded in the financia statements relating to the net asset value of the Company's
investments in affiliates and to its equity in their operating results is based on thefinancia statements of such affiliates, some of whichwere
audited by other auditors.

We conducted our audits in accordance with generally accepted auditing standards, including standards prescribed by the Auditors Regulation
(Manner of Auditor's Performance) 1973. Such standards require that we plan and perform the audit to obtain reasonable assurance that the
financial statements are free of material misstatement, whether due to error or intentional misrepresentation. Anaudit includes examining, ona
test basis, evidence supporting the amounts and disclosuresin thefinancial statements. An audit also includes ng the accounting
principles used and significant estimates made by the Board of Directors and by Management, aswell as evaluating the overall financial
statement presentation. We believe that our audits and the reports of other auditors provide a reasonable basisfor our opinion.

The above mentioned financia statementswere prepared on the basis of the historical cost convention. In historical values adjusted for the
changesin thegeneral purchasing power of the Isragli currency, in accordance with opinions of the Instituteof Certified Public Accountantsin
Isradl.

[KPMG ADDRESS LOGO]
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In our opinion, based on our audit and the reports of other auditors, thefinancial statementsreferred to above present fairly, in al material
respects, the financia position of the Company as of December 31, 1998 and 1997, and theresults of their operations and their cash flows for
each of thethree yearsin the period ended December 31, 1998 in conformity with generally accepted accounting principles. Furthermore, these
statements have, in our opinion, been prepared in accordance with the Securities Regulation (Preparation of Annual Financial Statements) 1993.

Consolidated financial statements, stated in U.S. dollars are included in Note 29 to thefinancia statements.
Without qualifying our opinion, we would like to bring attention to Note 26 to the financia statementsregarding proposals to shorten
agreements made by a consolidated company with filling station operators and owners; and other proposals regarding the fuel market. At this

time, it isnot possible to estimate the effect of the above on thefuel market in general and on the Company in particular.

SOMELEH CHAIKIN
Certified Public Accountants (Isradl)
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GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

Adjusted to the Index of December 1998

N
0 Decenber 31,
t oo
e 1998 1997
Adjusted N S.
(t housands)
Current assets
Cash and cash equival ents 9, 760 8,533
Mar ket abl e securities 4 8,731 4,730
Trade receivabl es 5 620, 466 530, 575
Accounts receivabl e 5 170, 599
90, 278*
I nventories 6 199, 117 292, 301
1,008,673 926, 417
I nvestnents, long-term
| oans and debit bal ances
Affiliated conpani es and ot hers 7 155, 640 163, 204
Long-term | oans 8 80, 518 82, 609
236, 158 245,813
Fi xed assets 9
Cost 1,576, 380 1,495,612
Less: Accurul ated depreciation 870, 344 800, 447
706, 036 695, 165
I nt angi bl e assets and
deferred charges, net 10 54,054 54,195
2,004, 921 1,921, 590

* Reclassified
The accompanying notes are anintegral part of the financial statements.
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GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

Adjusted to the Index of December 1998

Decenber 31,
N
0 1998 1997
t _________
e Adjusted NI'S. (thousands)
Current liabilities
Credits from banks and ot hers 11 1, 064, 293 488, 876
Current portion of
convertibl e debentures 14 14, 224 44,858
Trade payabl es 12 74,669
56, 679*
Accounts payabl e 13 145, 074 98, 227
1, 298, 260 688, 640
Long-termliabilities
Long-term | oans 14 3,964 97, 428
Debentures convertible into
shares of the Conpany 14 42,673 169, 789
Custoners' deposits 15 63, 252 67, 314
Liabilities for enployee rights
upon retirenent, net 16 14, 163 11, 843
Capital notes issued by
a consol i dat ed conpany 215 234
124, 267 346, 608
Mnority interest 13, 408 11,763
Col l aterals, commtnents and
contingent liabilities 25, 26
Shar ehol ders' equity 568, 986 874,579
2,004, 921 1,921, 590

* Reclassified

Prof. |. Borovich - Chairman of the Board

A. Zilberberg - Director

M. Erez - Managing Director

Date: March 23, 1999

The accompanying notes are anintegral part of the financia statements.
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GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF INCOME

Adjusted to the Index of December 1998

Year ended Decenber 31,

N m oo o oo e f e e oo e e mmmmmme oo
0 1998 1997 1996
A
e Adjusted NI'S. (thousands)

Sal es 3,159, 039 3, 356, 048 3,378, 196
Less: Governnent inposts 1, 348, 494 1, 357, 675 1, 309, 958
Net sal es 1, 810, 545 1,998, 373 2,068, 238
Cost of sales 19 1,309, 847 1, 552, 980 1,621, 118
G oss profit 500, 698 445, 393 447,120
Selling and marketing expenses 20 313,093 281, 886 276, 960
General and administrative expenses 21 68, 716 61, 493 56, 068
381, 809 343, 379 333,028

I ncome from operations 118, 889 102, 014 114, 092
Fi nanci ng expenses, net 22 (22, 041) (25, 955)

(21, 487)

O her incone, net 23 19, 062 14, 680 8,617

(2,979) (11, 275)

(12, 870)

I ncome before taxes on incone 115,910 90, 739 101, 222
Taxes on incone 24 46,772 35, 204 41, 454
Income after taxes on incomne 69, 138 55, 535 59, 768
Conpany's share in incone (loss)

of affiliates, net (9, 361) (136) 773
Mnority interest in

consol i dated subsidiari es (1, 052) 95

(1, 709)

Net incone for the year 58, 725 55, 494 58, 832
Earni ngs per ordinary share

(in adjusted NI S.): 18

Primry 0.49 0. 45 0.48
Fully diluted 0. 49 0.42 0.32

The accompanying notes are anintegral part of the financia statements.
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GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTSOF SHAREHOLDERS EQUITY

Adjusted to the Index of December 1998

Ret ai ned
Capi t al Prem um Ear ni ngs Tot al
"""" Adjusted NIS. (thousands)

Bal ance as at January 1, 1996 234,119 133,054 - 458,231 825, 404
Changes in 1996:
Net incone for the year -- -- 58, 832 58, 832
Di vi dend pai d -- -- (32, 505) (32, 505)
Bal ance as at Decenber 31, 1996 234,119 133, 054 484 558 851 731
Changes in 1997:
Net incone for the year -- -- 55, 494 55, 494
Di vi dend pai d -- -- (32, 646) (32, 646)
Bal ance as at December 31, 1997 234, 119 133,054 507, 406 874, 579
Changes in 1998:
Conversion of debentures to shares 16, 277 119, 314~ -- 135, 591
Net incone for the year -- -- 58, 725 58, 725
Di vi dend paid .- .- (500, 000) (500, 000)
Proceeds fromthe sale of

t he Conpany's shares by a

consol i dat ed conpany, net -- 91 -- 91
Bal ance as at Decenber 31, 1998 250, 396 252, 459 66, 131 568, 986

* Net of issuance expenses in theamount of NIS. 1,952 thousand.
The accompanying notes are anintegral part of the financial statements.
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GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Adjusted to the Index of December 1998

Cash flows fromoperating activities

Net incone
Adj ustnents to reconcile net income
to operating cash flows (A):

Net cash provided by (used for)
operating activities

Cash flows frominvesting activities

Acqui sition of fixed assets

Proceeds from sale of fixed assets (5)

Di vidend received fromaffiliates
Long-term | oans granted (1)

Col l ection of |ong-term | oans

Investnent in intangible and deferred charges
Investnent in affiliated conpanies

Proceeds from redenmption of conpul sory

gover nment | oan

Proceeds from (investnents in)

mar ket abl e securities, net

I nvestnent in conpanies carried on the cost basis
Acqui sition of shares in a subsidiary conpany
Repaynment of capital notes of interested parties
Acquisition of Initially

consol i dated conpanies (B), (3)

Net cash used for investing activities

dF

87
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Year

Adj usted NI S.

ended Decemnber

1997

31,
1996

(t housands)

(106, 048)
18, 772

(19, 787)
12, 255
(11, 293)
(1, 720)

(6, 551)
(1, 520)

EDGAR Online, Inc.

(105, 420)
34, 195

(23, 845)
15, 345
(21, 156)
(17, 643)

174

2, 562
(3, 905)

(102, 597)
3, 956
1, 694
(15, 877)
11, 819
(16, 706)
(79, 572)

848
(4, 454)

(1, 884)
12, 870



GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Adjusted to the Index of December 1998

Year ended Decenber 31,

Adjusted NI'S. (thousands)

B/ F 55, 862 (144, 975) (115, 926)

Cash flows from financing activities:

Di vi dend pai d (500, 000) (32, 646) (32, 505)
Dividend paid to minority sharehol ders

in a consolidated subsidiary (283) (527) (354)
Short-term credit from banks, net 553, 539 124, 340 110, 448
Long-term | oans received 807 94, 416 69, 986
Long-term |l oans repaid (2) (70, 821) (1, 312) (1, 100)
Redenmpti on of capital notes issued

by a consolidated conpany -- -- (89)
Custoners' deposits received 2,300 2,753 2,417
Custoners' deposits repaid (890) (608) (729)
Redenpti on of debentures (4) (39, 378) (44, 710) (44, 128)
Proceeds from sale of shares of a

Conpany held by a consolidated conpany, net 91 -- --
Net cash provided by (used for)

financing activities (54, 635) 141, 706 103, 946
I ncrease (Decrease) in cash and

cash equival ents 1, 227 (3,269) (11, 980)
Cash and cash equival ents at beginning of year 8,533 11, 802 23,782
Cash and cash equivalents at end of year 9,760 8,533 11, 802

The accompanying notes are anintegral part of the financial statements.
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GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Adjusted to the Index of December 1998

(A)
Adj ustnents to reconcile net
i ncome to operating cash fl ows:

I ncome and expenses not requiring cash flows:
Depreciation and anortization
Deferred taxes, net
Increase in liabilities for
enpl oyee rights upon retirement, net
Mnority interest in (loss) income of
consol i dated subsidi aries
Conpany's share in loss (less undistributed
incone) of affiliates, net
Capi tal gains
Erosi on of investments in capital notes, net
Erosi on of |ong-term | oans,
debentures and capital notes issued
Er osi on of | oans granted
Decrease (Increase) in value of conpul sory
Government | oan and securities, net
Er osi on of custoners' deposits
(I'ncrease) Decrease of investnent
Wite-off of loan to an affiliated conpany
Profit on change in percent ownership
of an affiliated conpany

Changes in assets and liabilities:
Decrease (Increase) in trade and
accounts receivable (1)(2)
Decrease in inventories

I ncrease (Decrease) in trade

and accounts payabl e

The accompanying notes are anintegral part of the financial statements.
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Year

ended Decemnber

31,

Adj usted NI S.

1996

(t housands)

86, 936
316

2,492
1, 052
16, 104
(9, 959)
(235)

18, 210
3, 359

2,481
(5, 472)
(1, 152)
1, 381)

(49)

(154, 843)
92, 632

59, 776

EDGAR Online, Inc.

83, 499
(8, 194)

1, 600
(95)

3, 272
(6, 980)
(418)

5, 431
352

(1, 633)
(4, 824)
3, 738
5, 373

(3, 324)
55, 586

(214, 159)

80, 038
(3, 226)

1,061
1,709

1,023
(361)
(200)

(18, 704)
1, 409

(1,111)
(4, 395)

(156, 458)
20, 263

94, 139



GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Adjusted to the Index of December 1998

Year ended Decenber 31,

1996

Adjusted NI'S. (thousands)

(B o
Acquisition of initially
consol i dated conmpani es

Assets and liabilities of the consolidated
conpani es as at the acquisition date:

Working capital (not including

cash and cash equival ents) (1,733) 729 30
Fi xed assets, net 2,482 (214)
(6)
Long-term debt, net (731) (439) --
Investnent in an affiliated conmpany 67 -- --
Goodwi || created at acquisition 685 (117)
(1, 195)
Mnority interest as of the

aquisition date (770) 41 1,129
(42)

Activities not requiring cash flow:

(2) In 1998, current receivables from customers were converted into long-term loansin the amount of NIS.10,592 thousand (1997 - N1S.16,789
thousand).

(2) In 1996, the redemption of aloan received from an affiliated company in the amount of N1S.5,230 thousand was offset against a receivable
from the affiliated company.

(3) In 1998, acquisition of acompany initially consolidated in consideration of its debt in the amount of NIS. 1,481 thousand.

(4) In 1998, NIS. 135,591 thousand of debentureswere converted to shares, and in a consolidated company NIS. 151 thousand of debentures
were converted to shares.

(5) On December 31, 1998 an amount of NIS. 14,023 thousand wasincluded in accounts receivable, representing the amount not yet received
on account of thesale of fixed assets in 1998. (1997 - NIS. 14,621 thousand on accounts of the sale of fixed assets in 1997)

(6) On December 31, 1998 an amount of NIS. 5,644 thousand was reflected in accounts payable, representing the balance due to a city relating
to 50% of the plot of land sold to Rubinstein (see note 25.C.2.c).

The accompanying notes are anintegral part of the financial statements.
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GRANITE HACARMEL INVESTMENTSLIMITED AND SUBSIDIARIES
NOTESTO THE CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1- CONSOLIDATED FINANCIAL STATEMENTS INADJUSTED VALUES
A. General

1. Granite Hacarmel InvestmentsLtd. (hereafter "the Company")(P.C. 520037177) and the other companies of the group have prepared their
financial statementson thebasis of historical cost whichwas adjusted to the changesin the general purchasing power of the shekel.

2. The adjusted values presented in the adjusted statements do not necessarily reflect realizable value or current economic value, but rather the
cost adjusted for the changes in thegeneral purchasing power of the shekel.

3. Theterm "cost" used in the adjusted statements means cost in adjusted shekelsunless otherwise stated.
4. The comparative figures (including the monetary items) are stated in shekels adjusted to the index of December 1998.

B. Basis of Adjustment - Consumer Price Index

The adjusted amounts are expressed in New Isragel Shekels, the purchasing power of which reflectsthe average price level of themonth of
December 1998, based on the Consumer Price Index published by the Central Bureau of Statistics ("Index"), on January 15, 1999
(see Note2.G.1.)

C. Principles of Adjustment

1. Balance Sheet

a. The non-monetary items were adjusted for the changesin the Index since their acquisition or creation and until the balance sheet date. The
following items werethe main items which were treated as non-monetary items:

fixed assets and related accumulated depreciation, investments carried at cost, inventories, except for inventories of crude oil and refined

products, (see Note
2.C.2) deferred charges and the related accumulated amortization, and shareholders' equity.

b. The value of the investmentsin affiliated companies carried on the equity basis wascomputed on the basis of the adjusted statements of the
affiliated companies.

c. Deferred taxes, net were computed on the basis of the adjusted data.
d. Monetary items are stated in the adjusted statements at their nominal values.
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NOTE 1- CONSOLIDATED FINANCIAL STATEMENTS IN ADJUSTED VALUES (CONTINUED)

2. Statement of Income The items of the statement of incomewere adjusted in accordance with the changes in the consumer price index as
follows:

a. Amounts relating to non-monetary items in the balance sheet (e.g. depreciation and amortization), or provisions included in the balance sheet
(e.g. severance indemnities, vacation pay) were adjusted in accordance with the changes in the corresponding balance sheet items.

b. Other amounts in the statement of income (e.g. sales, purchases, other current expenses), except for financing expenses (income) net, are
stated at their adjusted amounts based on theindex for the month of the related transactions.

c. The net financing item, reflects financing income and expenses at real terms, erosion of monetary itemsduring theyear, profit and loss
arising from realization and valuation of marketable securities and profit and loss from financial instruments.

d. The Company's equity in the operating results of the affiliated companies and the minority interest in theresults of consolidated subsidiaries
were determined on the basis of the adjusted statements of theinvestee companies.

e. Current taxes are composed of payments on account during the year in addition to amounts payable asof the balance sheet date (or net of
refunds claimed as of the balance sheet date). The payments on account were adjusted based on the prevailingindex on the date of each
payment, while the amounts payable (or claimed asrefund) are included without adjustment. Accordingly, the current taxesinclude the
expenses arising from the erosion of the payments on account of taxes from the date of paymentsto the balance sheet date.

Deferred taxes - see Note 2.J.
NOTE 2- SIGNIFICANT REPORTING AND ACCOUNTING POLICIES

A. Principles of consolidation

1. The consolidated financia statements of the Company include the consolidated financial statements of the Company and its subsidiaries. The
list of subsidiaries which are included in the consolidated financial statementsand the percent of ownership and control therein are includedin a
separate schedule to the financial statements.

2. Intercompany balances and transactions of consolidated companies have been eliminated.

92

peres e SO irsssn 2002, EDGAR Online. I nc.




NOTE 2- SIGNIFICANT REPORTING AND ACCOUNTING POLICIES (CONTINUED)
B. Investmentsin subsidiary and affiliated companies

1 Theinvestmentsin subsidiaries and affiliated companies are reflected in thefinancial statements in accordance with their adjusted equity at
the balance sheet date, together with the balance of the excess cost or net of the balance of deferred credits. Other investmentsare stated at cost
or under which doesnot exceed equity as of the balance sheet date. Subsidiary companies own several other inactive and/or insignificant
subsidiaries and therefore are not consolidated and are carried at cost, which does not exceed their equity as at the balance sheet date.

2. The excess of cost of investmentsin consolidated subsidiaries, whichis not related to specific assets, over the value of net assets acquired
("Goodwill"), isincluded in "Intangible assetsand deferred charges, net" and is amortized on the straight-line method over aperiod of ten
years.

The excess value of net assets acquired over cost of investments in affiliated companies, whichis not related to specific assets, is offset against
the excess of cost included in "Intangible assets and deferred charges, net" and is amortized on the straight line method over a period of ten
years.

3. The investments of the Company in capital notes of affiliated companies are presented in thefinancial statements of the Company in
accordance withthe requirements of the Securities Authority regarding transactions between the Company and its interested parties.

4. A list of affiliated companiesis includedin aschedule attached to thefinancial statements.

C. Vauation of inventories

1. Inventory of crude oil and refined products

The mgjor part of thecrude oil and refined product inventories consists of Emergency Inventories. The Emergency Inventories are valued based
on current value, which does not exceed market value in accordance with thelower of the changesin the exchange rate determined by the Fuel
Authority ("Fuel Authority rate”") or the dollar exchange rate. Inall instances, the recovery of the value of the Emergency Inventories valued at
the Fuel Authority rate are guaranteed by the Government in accordance withthe Commodities and Services Control Order (Arrangementsin

the Oil Economy - 1988).

The commercial inventories (crude oil and refined products) are stated at the lower of cost or market. The cost is determined by the first-in,
first-out method.
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NOTE 2- SIGNIFICANT REPORTING AND ACCOUNTING POLICIES (CONTINUED)

2. Other inventories The inventories of luboils, spare parts and others are stated at the lower of cost or market.

The cost is determined by the first-in, first-out method except for spare parts, which are valued by the moving average method.
D. Fixed assets

Fixed assets are carried at cost, net of investment grants, or at cost together with the addition of excessof cost over net asset value related to
specific assets. Betterments and improvements are charged to assets while maintenance and repair expenses are charged as incurred to income.

E. Depreciation and Amortization

Depreciation is computed on the straight line method at annual rates considered to be sufficient for depreciating the assets over their estimated
useful lives.

The annual rates of depreciation are as foll ows: %

Bui | di ngs (i ncluding tenporary

and rental buildings) 2 - 6.5
Machi nery and equi pnent 5 - 15
Vehi cl es 15 - 20
Comput ers 20 - 33
Furniture and of fice equi pnent (reflected

i n machi nery and equi pnent) 6 - 10

The excess of cost over net asset value related to specific assets is depreciated over the remaining useful lifeas determined at the time the
excessof cost was related to those assets.

L easehold rights are amortized over theterm of thelease.
F. Debentures convertible into shares

1. Convertible debentures are presented in accordance withthe Opinion No. 53 of thelnstitute of Certified Public Accountantsin Israel onthe
basis of the probability of their conversion into shares. Debenturesare reflected in thefinancial statementsat their liability value.

2. Costs relating to theissuance of convertible debentures are amortized over the period remaining until their maturity.
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NOTE 2- SIGNIFICANT REPORTING AND ACCOUNTING POLICIES (CONTINUED)
G. Foreign currency and linkage basis

1. Assets (other than securities) and liabilitiesin foreign currencies or linked thereto are stated at the exchange ratesin effect for thebalance
sheet date.

Assets (other than securities) and liabilitieslinked to theIndex, are stated according to thelinkage conditions applied to each balance.

The Index, theexchange rates and therate of changes therein were asfollows:

Decenber 31, Changes in %

1998 1997 1996 1998 1997

I ndex 166.3 153.1 143.1 8.6 7.0
10. 6
Exchange rate of

the U S. dollar 4.160 3.536 3.251 17.6 8.8
3.7

2. Income and expenses in foreign currencies or linked thereto areincluded in the appropriate items of the statements of incomebased onthe
exchangeratein effect when such items were recorded.

3. Exchange rate or linkage differencesresulting from the adjustment of assetsand liabilities in foreign currency or of assets and liabilities
linked to thelndex are included in the statements of incomein the appropriate items at the time incurred.

H. Marketable Securities

The marketable securities are carried at their market value on the date of the balance sheet. The changes in the valueof the securities are
reflected in the statements of income.

I. Provision for doubtful receivables

The Company provides specifically for receivables the collection of whichis doubtful according to management'sopinion.

J. Deferred taxes

Deferred taxes are computed for the purpose of the adjusted financial statementsin respect of those components which create the difference
between results measured in the adjusted financial statements and the results measured for income tax purposes. The deferred taxes are
calculated according to the liability method at tax ratesthat will be in effect when the deferred taxes will be utilized, using tax rates that are
known at the time of preparation of the financial statements (See note 24.b.).
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NOTE 2- SIGNIFICANT REPORTING AND ACCOUNTING POLICIES (CONTINUED)
1. The main factors in respect of which deferred taxes have been included are as follows:

a. Differences in depreciation and amortization for accounting and tax purposes;

b. Differences between the value of inventoriesfor accounting and tax purposes;

¢. Timing differences in recognition of incomeand expense itemsfor accounting and tax purposes (mainly linkage differences on customers
deposits and provisions for employee rights upon retirement).

2. The main factors in respect of which deferred taxes have not been computed:

a. Amount of the adjustment for the change in the purchasing power of the New Israel Shekels relating to buildings and private motor cars, in
accordance withthe rules determined by the Institute of Certified Public Accountantsin Isragl.

b. Investmentsin subsidiaries and affiliates, whereit isthe Company'sintention to hold theseinvestments rather thanto sell them.
K. Recognition of income

1. Product sales - Income fromthe sale of products is recorded upon dispatch to the customer.

2. Rental income - Rental income is recorded upon receipt of payment, proportionately to the relevant period.

3. Construction project - Income from a construction project is recorded in accordance with the Opinion No. 6 of theInstitute of Certified
Public Accountantsin Isragl.

L. Provision for linkage incrementson customers' deposits

The wholly-owned subsidiary, Supergas Israel Gas Distribution Company Ltd. is obligated under a Government decree to pay customers
terminating their gas purchasing agreement an amount equal to thelatest approved deposit authorized by the Ministry of Trade and Industry,
together with linkage incrementsfrom the date of thelast approval to thedate of payment. In periods subsequent to thelast approval, Supergas
provides for adjusting the amounts of the deposits on thebasis of the expected next updating that it plans to request. Supergas provides for this
liability on a discounted present value basis.
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NOTE 2- SIGNIFICANT REPORTING AND ACCOUNTING POLICIES (CONTINUED)
M. Earnings per share

1. Primary earnings The earnings per share are computed in accordance with Opinion No. 55 of the Institute of Certified Public Accountantsin
Israel, based on the weighted average of shares outstanding.

2. Fully diluted earnings The fully diluted earnings per share are computed on thebasis of the computation of the primary earnings per share
taking into consideration theoretical conversion of the convertible securities, subject to ananti dilutive test as stated in the aforementioned
Opinion.

N. Foreign currency futures transactions

Sonoal Israel Limited entered into a"free dollar transaction” witha bank by which Sonol acquired U.S. dollars bearing interest at variable rates,
against anunlinked shekel loan, bearing interest at variable rates. The transaction may be closed at any time by netting the liability against the
asset. The accumulated effect of the transaction isreflected in the statements of income.

O. Adjustment of computer systemsto theyear 2000
Costs incurred for adjusting and updating the existing programs of the Company in order to distinguish between theyears of the twentieth
century and those of the twenty first century (adjustment to the year 2000) are charged as incurred to current expenses. Regarding the

uncertainty arising from the above see also note 25.F. The costs of acquiring new programs which are compatible to the year 2000 are
capitalized as investments.

P. Use of estimates

The preparation of financial statementsin accordance with generally accepted accounting principles requires management to use estimates and
valuations which influence the reported amounts of assets and liabilities the disclosure regarding contingent assets and liabilities, and also, the
amounts of incomeand expenses recorded in thereporting period. Actual results may differ from these estimates.

Q. Presentation of transactions between the Company and a controlling party.

Transactions between the Company and a controlling party are presented in accordance withthe Securities Regulation (Presentation of
transactions between the Company and Controlling party in the Financial Statements) - 1996.
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NOTE 3- ACCOUNTING WITH THE FUEL AUTHORITY AND THE REFORM IN THE ENERGY SECTOR
A. Sonol Israel Ltd. ("Sonol")

1. Amounts due to or fromthe Fuel Authority, to the extent still provisional, are included each year in the accounts according to estimates
prepared by Sonol based on past experience. Differences which subsequently arise are reflected in theresults of the year in which such
differences are determined.

2. All costs and expensesrelated to the holding of Emergency Inventories are fully recoverable fromthe Government while the holding of
Commercial inventories isat therisk of the oil marketing companies.

3. Government retail price controls have been lifted from al fuel products marketed through public stations with the exception of benzine 95
and 96 octane.

4. Pursuant to the recommendations of the committee previously appointed by the Minister of Energy and Infrastructure, the Minister of Energy
and Infrastructure has announced hisintentionto changethe policy regarding the ownership of Emergency Inventories of crude oil and refined
products and to separate them from the commercial inventories of the oil companies. During the years 1996-1998 a partial transfer of
Emergency Inventories wascarried out from the oil marketing companies to other parties. Also, the Government intendsto separate the storage
of refined productsincluded in the Emergency Inventories fromthe storage of refined products usedin current operations, and in the future, to
issue tenders to determine the party who will hold the Emergency Inventoriesin warehouses specially designated by the government. In the
opinion of the Company, no negative effect on thefinancia position and profitability of the subsidiary company, Sonal, is expected as a result
of theabove changes.
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NOTE 3- ACCOUNTING WITH THE FUEL AUTHORITY AND THE REFORM FOR THE ENERGY SECTOR
(CONTINUED)

5. In accordance with a Government ordinance issued by the Finance Minister and the Minister of Energy and Infrastructure regarding the
supplying of aviation kerosene (hereinafter "ATK") to theairline companies at Ben-Gurion Airport, as of September 1, 1996, Aviation Services
Ltd. (an affiliated company) (hereinafter "Aviation Services') ceased to be the sole supplier of ATK. Sonol was one of the suppliers of ATK to
Aviation Servicesfor many years. Asaresult of the cancellation of the right of Aviation Servicesto supply ATK, Sonol has, like other fuel
companies, becomeadirect supplier of ATK to the airline companies at Ben-Gurion airport. The decree aso determined the prices for refueling
services andfor infrastructure services provided to theairline companies at Ben-Gurion airport. In accordance with agreementssigned withthe
budget division of the FinanceMinistry and with the Airports Authority, Aviation Services will provide therefueling services and its subsidiary
(50% owned), Aviation Properties Ltd., will provide the infrastructure services. The agreements do not provide Aviation Services with
exclusivity in providing refueling services at Ben-Gurion airport, and recently Airports Authority has announced its intention to publish atender
for an additional provider of fueling service.

Atthistime, it istoo early to determine theeffect of these changes on the fuel market, in general, and on Sonoal, in particular.
B. Supergas

Supergas lodged a claimin the District Court for adeclarative judgement against the Ministry of Energy and Infrastructure, the Fuel Authority,
regarding two matters relating to the period before the Gas Reform (commencing on August 1,1989). In its ruling, the Court accepted Supergas
claim on one matter and rejected the second claim. The Government and Supergas submitted an appeal to the Supreme Court and concurrently
they negotiated to compromisethe dispute. In December 1996, the parties reached a compromise agreement whichreceived the status of a
Supreme Court ruling and under whose termsthe Government paid Supergas the amount of NIS.

6.1 million, whichwas netted against "Government imposts' in statements of income for 1996.

NOTE 4- MARKETABLE SECURITIES

Consist of:
Decenber 31,
1998 1997
Adjusted NI' S

(t housands)
Shar es 8, 731 4, 665
Converti bl e debentures - - 65
8, 731 4,730
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NOTE 5- TRADE RECEIVABLES AND ACCOUNTS RECEIVABLE

Decenber 31,

(t housands)

A Trade recei vabl es
Consi st of:
Custoners - open accounts 500, 992 427, 486
Checks and notes receivable 41, 396 48,072
Credit card conpanies 64, 922 57,728
Short-term | oans and current portion
of long-term | oans granted 26, 108 10, 595
Less - provision for doubtful receivables(*) (12, 952) (13, 306)
620, 466 530, 575
B. Accounts receivable
Consi st of:
Fuel Authority 104, 476 11, 922
Governnent Institutions -- 364
I ncone receivabl e 25,725 29,071
Enmpl oyees 677 896
Prepai d expenses 10, 019 11,031
I ncome tax receivable -- 9, 540
Future tax benefits, net(**) 6, 602 6, 589
O hers 23, 100 20, 865*
170, 599 90, 278
(*) See note 2.1

(**) See note 24.
C. Regarding credit risks see note 25.E.
NOTE 6- INVENTORIES

Consist of:
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* See note 19.

(t housands)

Crude oil
Fi ni shed products

and raw material s

Material s and supplies

DL ' —_—

2002.

Decenber 31,

100

EDGAR Online, Inc.




NOTE 7- SUBSIDIARIES, AFFILIATED COMPANIES AND OTHERS

Decenber 31,

(t housands)

Affiliated conpanies:

Share at equity 26, 000 33, 107*

Coodwi I | and excess cost attributed, net (4) 86, 338 95, 968

Less: accunul ated anortization (1, 285) (5,122)

Book val ue (1) 111, 053 123, 953

Long-term | oans (3) 12,663 9, 676*
Capital note and capital reserve, net

of accunul ated loss (2) 7,670 8, 059

131, 386 141, 688

Qhers - cost less anortization (5) 24, 254 21,516

155, 640 163, 204

Decenber 31,
1998 1997

Adj usted NI S.
(t housands)

(1) Cost of shares including retained

earni ng as of Decenber 31, 1991 7,346 7,346
Changes, beginning 1.1.92:
Cost of shares acquired 129, 076 127, 354
Accunul ated deficit (**) (25, 369)
(11, 144)*
Changes in capital reserves -- 397
Book val ue (***) 111, 053 123, 953
* Recl assified

(**) Dividend received
in the current year 6, 743 3,570

(***) Including securities quoted
on the Tel -Aviv Exchange:
Book val ue 88, 239 87,112

Mar ket val ue 49, 576 42, 353

(2) Capital noteis unsecured and non-negotiable, linked to the Index, bears no interest and matures in the year 2001.

(3) Theloans granted by a subsidiary to the affiliated company Otzem Promotion and Investments (1991) Ltd. ("Otzem") areindex linked. The
date of maturity is subject to the financial capabilities of Otzem. The balance of the loanis NIS. 6,240 thousand (after a cumulative amount of
NIS. 7,462 thousand). The investment of the consolidated company in the shares of Otzem has been written off. (See note 23(3)b.).
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NOTE 7- SUBSIDIARIES, AFFILIATED COMPANIES AND OTHERS (CONTINUED)

(4) Includes goodwill not yet amortized in the amount of NIS. 6,818 thousand (1997 - NIS. 7,580 thousand).

(5) See note 23.(3)a.

(6) See dso Note 3.A.5.

(7) The book value of theinvestments (approximately 10%) in Nitzba Holdings (1995) Ltd. (hereafter "Nitzba") is based on the estimated
financial results of Nitzba for theyear 1998, taking into consideration its results for the period of nine monthsended on September 30, 1998. In
the opinion of the Company's management, a possible deviation in thefinancia results of Nitzba as they will be reported, would not materially

affect the Company.

(8) Changes in investments in affiliated companies and others.

Adjusted N S.
(t housands)

Bal ance as at January 1, 1998 163, 204
Changes during the year:

I nvestnents in shares 3,310
Long-term | oans granted 3,895
Sal es of investnents -
Equity | oss, net (9, 361)
Di vi dend recei ved (6,743)
O her changes 1, 335
Bal ance as at Decenber 31, 1998 155, 640

NOTE 8- LONG-TERM LOANS

a Consist of:

Decenber 31,
1998 1997
Adjusted N S.
(t housands)

Loans to custoners 106, 493 93, 059
Loans to enpl oyees 153 145
106, 646 93, 204

Less: current portion 26, 128 10, 595
80, 518 82, 609

The years of maturity of the |oans:

First year - current portion 26, 128 10, 595
Second year 15, 635 12,610
Third year 6, 419 17,044
Fourth year 7,209 5,473
Fith year 10, 746 3,923
Si xth year and thereafter and
wi thout maturity date 40, 509 43, 559
106, 646 93, 204
o

— RalELTE 2002. EDGAR Online, Inc.
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NOTE 8- LONG-TERM LOANS (CONTINUED)

b. Breakdown of loans by level of borrowers balances:

Borrower s’

bal ances

(NI'S. thousands)
NI S. t housands

Less than 100

100 - 500
500 - 1,000
Above 1, 000

c. Linkage terms and interest rates:

Decenber
Nunber of

31, 1998

Tot al

| oans NI S. t housands

108
29
14
34

Dywret Fr.mrwz".m

4,416
8, 155
8, 661
85, 414

2002.

EDGAR Onl i ne,

Decenber
Nunber
| oans

131

I nc.

31, 1997

Tot al



Decenber 31, 1998

Unl i nked Li nked to Li nked to Tot a
i ndex foreign
currency
Interest rates: 0% 10-20% 0-4% 4-10% 0% 5-9%
Adjusted NI'S. (thousands)
Loans to:
Cust oners 4,980 8, 085 44,176 38,720 5,716 4,816
106, 493
Enpl oyees -- -- 153 -- -- --
153
4,980 8, 085 44,329 38,720 5,716 4,816
106, 646
Less: current
portion
26, 128
80, 518
Decenber 31, 1997
Unl i nked Li nked to Li nked to Tot a
i ndex foreign
currency
Interest rates: 0% 10-20% 0-4% 4-10% 0% 5-9%
Adjusted NI'S. (thousands)
Loans to:
Cust oner s 379 3,037 45,112 32,850 5,912 5,769
93, 059
Enpl oyees - -- 145 -- -- --
145
379 3,037 45, 257 32,850 5,912 5,769
93, 204
Less: current
portion
10, 595
82, 609

d. Regarding credit risks see note 25.E.
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NOTE 9- FIXED ASSETS

a Consigt of:
Land Machi nery
and and
Bui | di ngs Equi pnent Vehi cl es O hers Tot al
Adjusted NI'S. (thousands)
Cost
Bal ance at begi nning
of year 560, 281 806, 814 52,117 76, 400
1, 495, 612*
Addi ti ons 47,292 49, 601 6, 491 7, 386 110, 770
Di sposal s (15, 006) (8,787) (6,207) (2)
(30, 002)
Bal ance at end of year 592, 567 847, 628 52,401 83, 784
1,576, 380*

Accunul at ed depreci ation
Bal ance at begi nning

of year 169, 766 551, 273 32,908 46, 500 800, 447
Depreci ati on charged 15, 665 52, 839 6, 201 5,564 80, 269
Depreciation in

respect of disposals -- (5,698) (4,674) --

(10, 372)
Bal ance at end of year 185, 431 598, 414 34, 435 52, 064 870, 344

Depreci ated bal ance as
of Decenber 31, 1998 407, 136 249, 214 17, 966 31, 720 706, 036

Depreci ated bal ance as
of Decenber 31, 1997 390, 515 255, 541 19, 209 29, 900 695, 165

(*) Net of investment grants in the amount of NIS. 16,052 thousand.

b. Land and buildingsinclude buildings on lease-hold lands, the cost of which isNIS. 235,725 thousand, for various origina periods of 49 - 98
years, ending in theyears 1999 - 2072. Land and buildings at a cost of NIS. 238,772 thousand have not yet been registered in the name of the
Company or consolidated subsidiariesin the Land Registry Office. The main reason for the lack of registration is that the land settlement and
sub-division process has not yet been completed.

¢. Commitments and contingent liabilities- See note 25.

NOTE 10- INTANGIBLE ASSETS AND DEFERRED CHARGES, NET

Consist of:
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Bal ance to be anortized
as of Decenber 31,
1998 1997
Adj usted NI S.
(t housands)
I ntangi bl e assets:

Deferred rent 29, 577 28, 499

Goodwi I I in consolidated
subsidiaries (1) 5,784 7,010
O hers 14, 739 11, 903
50, 100 47,412

Def erred charges:
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Expenses incurred in the issuance

of debentures by the Company (2) 1, 045
4,323

Expenses incurred in the issuance

of debentures by a consolidated

subsidiary (2) --
79

51, 145
51, 814
Less: Deferred credit in a

consol i dated subsidiary (1) 829

1,686

50, 316
50, 128
Long-term future tax benefits (see note 24) 3,738
4,067

54, 054
54, 195

() For amortization see note 2.B.2
(2) For amortization see note 2.F.

NOTE 11- CREDITS FROM BANKS AND OTHERS

Linkage terms and interest rates:

Decenber 31, 1998

Unl i nked i nked Li nked to Tot a
to foreign
I ndex currency
Interest rates: 13. 7-18. 0% 2-6% 5.4-7. 0%
Adjusted NI'S. (thousands)
Overdrafts 4,611 -- --
4,611
Short-term | oans 752,115 -- 209, 248
961, 363
Current portion of
| ong-term | oans 24 92, 686 36
92, 746
Total credits from banks 756, 750 92, 686 209, 284
1, 058, 720
Credits fromothers
(related party) -- 5,573 --
5,573
756, 750 98, 259 209, 284
1, 064, 293
I A
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Decenber 31, 1997

Unl i nked i nked Li nked to Tot a
to foreign
I ndex currency
Interest rates: 13.7-17. 9% 2-4.75% 6.2-7.2%
Adjusted NI'S. (thousands)
Overdrafts 1,692 -- --
1, 692
Short-term | oans 377,077 -- 35,720
412, 797
Current portion of
| ong-term | oans 22 70, 937 630
71, 589
Total credits from banks 378, 791 70, 937 36, 350
486, 078
Credit fromothers
(related party) -- 2,798 --
2,798
378, 791 73, 735 36, 350
488, 876

NOTE 12- TRADE PAYABLES

The liabilities represent open amounts and includeNIS. 13,133 thousand (1997 - NIS.2,585 thousand) balances of related and interested
parties.
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NOTE 13- ACCOUNTS PAYABLE

31,

Liabilities to enpl oyees and

other salary related liabilities

Institutions
Accrued expenses

I ncome tax payabl e
Q hers

NOTE 14- LONG-TERM LIABILITIES

A. Long-term loans

31,

US. Dollar loans fro

m banks

I ndex |inked | oans from banks

Custoners' deposit -
to the index

Custoners' deposit -
to foreign currency

i nked
i nked

Unl i nked | oans from banks

QG her loans - |inked

Less: current portion

Y early installments:

31,

First year - current

Second year
Third year
Fourth year
Fifth year
No due date

to the | ndex

portion

EGAF

— Faalfdalia

2002.

Decenber

1998
Adj ust ed

30, 186
58, 227
32,794
8, 495

Rat e of Decenber
1998
Adj ust ed
39
93, 317

i nt er est
%
7.0

4.7-5.3

3,027

Decenber

1998

Adj ust ed
92, 746
188

150

158

161

3, 307
3,964

Accrued interest isincluded in "Accounts payable” in Current liabilities.

EDGAR Online, Inc.

31,

NI S.

31,

NI S.

31,

NI S.

Decenber

1997
(t housands)

24,641
39, 357
20, 972

Decenber

1997

(t housands)
1,818

163, 812

2,985

Decenber

1997
(t housands)
71, 589
92, 936
249
224
224
3,795
97, 428
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NOTE 14- LONG-TERM LIABILITIES (CONTINUED)

B. Debentures convertible into shares of the Company

31,
Debentures (Series 1)(*)
Debentures (series 2)(**)

Less - current portion

Y early installments:

Decenber

31, 1998

Series 1 Series 2

Decenber
1997
2
First year - current portion 11, 433
30, 955
Second year 11, 433
30, 955
Third year 11, 434
30, 955
Fourth year 11, 434
30, 953
Fith year -
30, 953

34, 301
123, 816

45,734
154,771

(*) Registered debentures (Series 1) NIS. 1.- par value each.

Adj ust ed

2,791
2,791
2,791

2,790

1998
Adj ust ed
45,734
11, 163
56, 897
14, 224

NI S.

31, Decenber
1997

NI'S. (thousands)
57, 466

Decenber 31,
Series 1 Series

(t housands)
11, 493

11, 493
11, 493
11, 493
11, 494

45, 973

Every NIS. 55.- par value of debenturesare convertible into 10 ordinary shares NIS. 1.- par value each. The debenturesbear interest at an
annual rate of 0.1%. The principal, interest and the pricefor conversion into ordinary sharesare linked to the representative rate of exchange of
the U.S. dollar and are payable in 4 equal annual installments on November 30in each of the yearscommencingin 1999 and ending in 2002. In
the current year 2,236,025 debentures (series 1) were converted into shares . Asof the balance sheet date, there were 25,263,877 outstanding
debentures. The market value of the debentures, as their price was quoted on the Stock Exchange, wasNIS. 40,372 thousand at the balance

sheet date.
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NOTE 14- LONG-TERM LIABILITIES (CONTINUED)

(**) Registered debentures (Series 2) NIS. 1.- par value each.

Every NIS. 5 par value of debentures are convertible into anordinary shareof NIS. 1.- par value. The debentures bear interest at an annual rate
of 2.5%. The principal, interest and the price of conversion into ordinary shares arelinked to the representative rate of exchange of the U.S.
dollar and are payablein 4 equal annual installments on November 30in each of the years commencing in 1999 and ending in 2002. In the
current year 79,308,820 debentures (series 2) were converted into shares. Asof the balance sheet date, there were 6,716,869 outstanding
debentures. The market value of the debentures, as their price was quoted on the Stock Exchange, wasNIS. 10,136 thousand at the balance
sheet date.

Accrued interest isincluded in "Accounts Payable" in current liabilities.
See also Note 18.a. Regarding collaterals see Note 25.
The above debentures are traded on the Tel-Aviv Stock Exchange.

C. Debentures convertible into shares of a subsidiary

Decenber 31, Decenber
31,
1998 1997
Adjusted NI'S. (thousands)
Debentures (Series 1) -- 2,410
Less - current portion -- 2,410

The debentures were redeemed on December 26, 1998.

NOTE 15- CUSTOMERS DEPOSITS

a. Customer deposits of Supergas asof December 31, 1998 are calculated on the basis of the expected rate of price updating and according to
the request of the said company fromthe Ministry of Industry and Commerce for updating. The updated rate for 1998 is 12.77% (previous year
5%). The deposits are calculated on the basis of their present value at theannual discount rate of 2.75% (previous year - 1.75%).

b. Customers' depositsinclude NIS.41,213 thousand (December 31, 1997 - NIS. 44,834 thousand) of linkage incrementsaccrued on those
deposits (Note 2.L.).

NOTE 16- LIABILITIESFOREMPLOYEE RIGHTSUPON RETIREMENT, NET

Decenber 31, Decenber

31,
1998 1997
Adj usted NI'S. (thousands)
Provi sion for severance pay, net (a) 7,673 6, 061
Less: deposits in approved funds (*) 1,153 1, 858
6, 520 4,203
Provision for early retirement pension (**)(b) 5,583 5, 559
Provision for redenption of unutilized
sick | eave (c) 2,060 2,081
14,163 11, 843
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(*) The deposits can be withdrawn subject to law. Accrued incomeon the depositsisincluded in the statements of income.

(**) Excluding NIS. 2,079 thousand (1997 - NIS. 1,907 thousand) current portion of early retirement pension payable whichisincluded in
"Accounts payable."

a. The liabilities of the Company and its subsidiaries in respect of pension and severance indemnitiesare fully covered by provisions for
severance indemnities, by deposits in approved fundsand in managers insurance policies. The deposits in approved funds and in manager's
insurance plansare not included in the financial statements as they are not under the control of the Company.

b. The provision for pension benefits for early retirement of employeesis computed at the discounted present value of the future liabilities of
the Company for such retired employees. The Company's liability for early retirement is up to the date whenthe employee reaches retirement
age and is computed as a fixed percentage of pensionable salary dueto the employee from the pension fund upon retirement. The rate of
discount for computing the provision is 6% per annum (previous year 4.5%).

c. In accordance with the labor agreements between subsidiaries and their employees, retiring employees (men at age 65 and women at age 60 -
65) are entitled to receive a partial redemption of unutilized sick leave, subject to a ceiling of 50 working days. A provision based on an
actuaria calcualtion has been made in the financial statementsfor covering theaforesaid liability. The actuaria calculation isbased, inter alia,
on adiscount rate of 3%.

NOTE 17- LINKAGE OF MONETARY BALANCES

Decenber 31, 1998 Decenber 31, 1997
Li nked Li nked to Unl i nked Li nked Li nked to Unl i nked
to foreign (**) to foreign (**)
i ndex currency i ndex currency
Adjusted NI'S. (thousands) Adjusted NI'S. (thousands)
Asset s:
Cash and cash equi val ent -- 6, 138 3,622 -- 4,588 3,945
Mar ket abl e securities -- -- 8,731 65 -- 4,665
Trade receivabl es 18, 460 47,473 554, 533 7,902 34, 559 488, 114
Accounts receivabl e 2,550 106, 205 45, 223 17, 402 13, 951 41, 305*
I nvestment in
capital notes and | oans 20, 333 -- -- 17, 735* -- --
Long-term | oans 64, 263 10, 366 5, 889 68, 904 10, 700 3, 005
105, 606 170, 182 617, 998 112, 008 63, 798 541, 034
Liabilities:
Credits from banks
and ot hers 5,573 209, 248 756, 726 2,798 35, 720 378, 769
Trade payabl es 1, 028 22,397 51, 244 2,922 5,961 47, 796*
Accounts payabl e 32,378 4,279 108, 417 21, 557 7,221 69, 449
Long-term liabilities
and debentures (including
current portion) 96, 607 56, 954 46 169, 470 214,121 73
Custonmers' deposits(**) 63, 252 -- -- 67,314 -- --
Capi tal notes -- -- 215 -- -- 234
198, 838 292,878 916, 648 264, 061 263, 023 496, 321
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(*) Reclassified
(**) Partly bearing interest.

(***) Against the Customers deposits, Supergas holds fixed assetson loan to its customers, which are adjusted to the Index in the financia
statements. Regarding thelinkage of Customers' deposits - see Note 15.

Against the excess of foreign currency linked liabilities over assets in the amount of NIS. 122,700 thousand, Sonol holds fuel and refined
products inventory amounting to NIS. 147,900 thousand, which is mainly Emergency Inventory valued according to the changesin the rate of
exchange of theU.S. dollar as explained in note2.C.1.

NOTE 18- CAPITAL

a Nominal values.

Consist of:
Aut hori zed | ssued and Paid
Decenber 31, Decenber 31,*
1998 1997 1998 1997
NI S. (thousands) NI S. (thousands)
225, 000, 000 Ordinary
shares of NIS. 1.- each 225, 000 225, 000 138, 943

122,674

* 138,942,790 ordinary shares (1997 - 122,674,476 ordinary shares). The share capital increased by conversion of debentures into shares. See
note 14.B.

b. Earnings per ordinary share

1. The net income used in computing earnings per NIS. 1.- par value of shares:

Year ended Decenber 31,

1998 1997 1996
Adjusted NI'S. (thousands)
Net incone per Statenents of |ncone 58, 725 55, 494 58, 832
Add - Profit resulting from
conversi on of debentures
(series 1 and 2) 9, 807 -- --
The net incone used in conputing
primary earnings per share 68, 532 55, 494 58, 832
Add (Deduct) - theoretica
income (loss) deriving from
Exerci se of options (series 2)(*) -- -- 10, 964
Conversi on of debentures (series 1) -- 1, 341
(2,608)
Conversion of debentures (series 2) -- 5, 985
(4, 317)
Net inconme used in conputing
di l uted earnings per share 68, 532 62, 820 62,871

* Expired on February 28, 1997. (The balance of stock options outstanding on December 31, 1996 was39,984,108 options).
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NOTE 18- CAPITAL (CONTINUED)

2. The par valueof shares usedin computing earnings per NIS.
1.- par value share:

Year ended Decenber 31,

1998 1997

Adjusted NI'S. (thousands)

Share capital used in conputing

primary earnings per share 138, 943 122,674
122,674

Add - theoretical share capital

that may derive from

Exerci se of options (series 2)

(see 1. above) -- --

39, 984

Conversion of debentures (series 1) -- 6, 250

7,500

Conversion of debentures (series 2) -- 20, 168

24,201

The total shares used in conputing ------- = -------
di luted earnings per share 138, 943 149, 092
194, 359

3. For examining the probability of conversion or exercise of convertible securities, the present value was computed using a discount rate 6%
(12.97 - 4.5%, 12.96 - 4.5%) for securities linked to thelndex and 5% (12.97 - 6% 12.96 - 5.5%) for securities linked to the exchange rate of
the U.S. dollar.

NOTE 19- COST OF SALES

Consist of:
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Year ended Decenber 31,

Adjusted NI'S. (thousands)

Pet rol eum products and ot her

materi al s used* 1,172,700 1,423, 651 1,516, 962
Labor and sub-contract work 13, 809 18, 383 18, 941
Pr oducti on costs 102, 720 91, 955 64, 119
Depr eci ati on 3,518 4,148 3,870
Batteries 17, 100 14, 843 17, 226
Total cost of sales 1, 309, 847 1, 552, 980 1,621,118
Decrease in inventories (92, 632) (55, 586)

(20, 263)

(*) Financing income deriving from the erosion of dollar linked credit used as a source of financing purchases of oil inventoriesisincludedin
Cost of Sales.

NOTE 20- SELLING AND MARKETING EXPENSES
Consist of:
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Year ended Decenber 31,

1998 1997
1996
Adjusted NI'S. (thousands)
Sal ari es 86, 419 75, 407
70, 062
Advertising and pronotion 12, 609 15, 856
14, 888
Depreci ati on and anortization 74, 441 70, 610
68, 070
Mai nt enance of buil di ngs,
plants and filling stations 26, 926 30, 372
32, 059
Rent 47,191 40, 401
40, 886
QO her expenses 65, 507 49, 240
50, 995
313,093 281, 886
276, 960

NOTE 21- GENERAL AND ADMINISTRATIVE EXPENSES

(1) Consist of:
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Year ended Decenber 31,

1998 1997
1996

Adjusted NI'S. (thousands)
Sal ari es 39, 719 32,004
31, 661
Depreci ation and anortization 3,900 4,157
3, 817
Consul ting, legal and audit 7,521 6, 881
6, 455
Provi sion for doubtful accounts
and bad debts 4,416 5,872
2,547
O her expenses 13, 160 12,579
11, 588

68, 716 61, 493

56, 068

(2) Costs of adjustment of computer systemto theyear 2000

The costs of adjustment of computer systems to the year 2000 for consolidated companies and the Company are estimated in the amount of
NIS. 540 thousand

Costs for the above, charged as current expenses during theyear, amount to NIS. 130 thousand. See also Note 2.0.

NOTE 22- FINANCING INCOME (EXPENSES), NET

Consist of:
Year ended Decenber 31

1998 1997 1996

Adjusted NI'S. (thousands)
Dol I ar |inked debentures
convertible to shares (23, 655) (10, 427) 11, 844
Long-term debt 3,311 3, 546 3,719
Profit(loss) fromsecurities, net (2,481) 1,634 1,111
Fi nancing i ncone from
ot her receivables 14,712 14, 257 16, 604
Er osi on of other nonetary
assets and liabilities, net (13, 928) (34, 965)
(54, 765)

(22,041) (25, 955)
(21, 487)
Byserwt e LU,
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NOTE 23- OTHER INCOME, NET

Consists of:
Year ended Decenber 31,
1998 1997
1996
Adjusted NI'S. (thousands)
Rent 5, 662 5,573
4,676
Di vi dends received 1, 089 1, 050
976
Managenent fee 6, 835 7,102
2,331
I ncome from construction projects:
Fi nanci al income (1) 130 2,781
Income fromthe project (2) 1, 440 7,188
Investnent in and loan to affiliated
conpanies witten off (3) (1, 257) (9, 111)
Proceeds from sal es of part of
land (see note 25.C. 2.¢e) 9, 562 --
Expenses regarding strike in
a consol i dat ed conpany (2,125) --
Q hers (2,274) 97
634
19, 062 14, 680
8,617

(1) Theincome results as a consideration for a guarantee given by a consolidated subsidiary in favour of abank that granted aloan to a third
party for financing a building project of residential housing. The income is taken into account concurrently with the progress of the project
whichis atitsfinal stagesof completion.

(2) In the year 1997 an agreement was signed between a consolidated subsidiary together withits partners in the project known as "Rubinstein
Towers' and Revadim (Properties) Ltd. (hereafter - Revadim), a subsidiary of Bank Hapoalim Ltd., according to which Revadim acquired a
materia part of the land and building in the project. The building was inits final stages and has been transferred to Revadim as at theend of
1997 (the registrationin the Land Registry Office has not yet been completed). The subsidiary company included inits financial statementsthe
above income after taking into account provisions needed, according to the opinion of the management of the company, for completion of the
project.

(3) Consists of:

a. Decrease in write-off of investment presented at cost (14%) in theamount of NIS. 1,152 thousand resulting from aincrease in value (1997 -
write off NIS. 3,738 thousand, 1996 - NIL)).

b. Provision for the decrease in value of loans granted to and investmentsin an affiliated company (50%) in the amount of NIS. 300 thousand
(1997 - 5,373 thousand, 1996 - NIL).
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c. Provision for decrease in valueof loans granted and investments in an affiliated (50%) in theamount of NIS. 2,109 thousand (1997 and 1996
- NIL).
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NOTE 24- TAXES ON INCOME

a. The Company and most of its subsidiaries are taxed under the Income Tax Law (Inflationary Adjustments) - 1985, effective as of the tax year
1985, which introduced the measurement of results for income tax purposes in real terms. The various adjustments required by the above
mentioned law are made in order to align taxation to areal income basis. Nevertheless, the adjustments of the nominal income according to the
Income Tax Law are not always identical to the inflationary adjustments made in the financial statementsin accordance with the opinion of the
Ingtitute of Certified Public Accountantsin Israel. As aresult, differences arise between the adjusted incomein the statement of income and the
adjusted income for incometax purposes. Regarding deferred taxes for these differences, see Note 2.J.

The subsidiary, Vulcan, having the status of an approved enterprise, is entitled to a reduced income tax rate in accordance with the Law for the
Encouragement of Capital Investments- 1959. The period of benefits relating to a part of its production facilitieshas ended and for the
remaining facilities, theperiod of benefits will end in the year 2001. As of thedate of the financial statements, V ulcan received final |etters of
approva for al the investment planswhichit has carried out.

b. Deferred taxes
The deferred taxes are regarding:
Depr eci abl e Deducti ons Liabilities O hers Tot al
fixed assets and | osses for enpl oyee
carry forward rights upon
for tax retirement
pur poses

Adjusted NI'S. (Thousands)

Bal ance as of

January 1, 1997 (22, 436) 321 8, 342 15,772 1,999
Changes in 1997:

Current* 5, 848 440 1, 047 (616) 6, 719
Regar di ng previous

years 1, 938 -- -- -- 1, 938
Bal ance as of

Decenber 31, 1997 (14, 650) 761 9, 389 15, 156 10, 656
Changes in 1998:

Current 2,725 (271) 740 (3,359)

(165)

Regar di ng previous

years -- -- -- (151)

(151)

Bal ance as of
Decenber 31, 1998 (11, 925) 490 10, 129 11, 646 10, 340

* Includes NIS. 463 thousand accumulated as of thedate of acquisition of an initially consolidated subsidiary.
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NOTE 24- TAXES ON INCOME (CONTINUED)

The deferred taxes are presented in the balance sheet as follows:

Decenber 31, Decenber

31,
1998 1997
Adjusted NI'S. (thousands)
Future tax benefits - in current assets 6, 602 6, 589
Future tax benefits - long-term-in
"intangi bl e assets and deferred charges, net" 3,738 4,067

c. The provision for taxes onincome in the statements of income consists of:

Year ended Decenber 31,

Adjusted NI'S. (thousands)

Current taxes including
inflationary erosion of

advance tax paynents 46, 343 44, 675 45, 058
Deferred taxes, net 316 (8,194)
(3, 226)
46, 659 36, 481 41, 832
Provi si ons (Qverprovisions)
pertaining to prior years 113 (1, 277) (378)
46, 772 35, 204 41, 454

d. Final tax assessments:

Supergas has received final tax assessements through the tax year 1994 and Vulcan hasreceived final tax assessmentsthrough thetax year
1997. Sprint has received final tax assessments through thetax year 1996. The Company, Aloc, Sonapco, Chem Ami and Y ad Mordechai have
received final tax assessmentsthrough tax year 1991. Sonol has received final tax assessments through the tax year 1990.

e. Reconciliation between thetheoretical tax on thereported income and the tax on incomeincluded in the statements of income:
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Statutory rate of tax

The theoretical tax at the

applicable tax rate

Er osi on of advanced tax paynents
Differences in the definition of

capital and assets for tax

pur poses and ot hers, net

Overprovisions in respect of prior years
(378)

Year ended Decenber 31,
1998 1997 1996
36% 36% 36%
Adjusted NI'S. (thousands)
41, 727 32, 666 36, 440
1, 266 1, 037 1, 696
3, 666 2,778 3, 696
113 (1, 277)
46, 772 35, 204 41, 454
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A. Floating and fixed charges:

Decenber

Adj usted N S

Short-term bank
credits

Short-term Loans from banks

Accounts payabl e and credit
bal ances i ncl udi ng
interest on short-term | oans

Long-term bank | oans

I nvest nent grants

of

been

Converti bl e debentures
(I'ncluding interest)

EGAF

— Faalfdalia

31, 1998

(t housands)

3,662

93, 402

56, 924
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NOTE 25- COLLATERALS, COMMITMENTS AND CONTINGENT LIABILITIES

Col | ateralized by

Fl oating charges on
current assets of the
mai n subsi di ari es.

Fl oati ng charges on
current assets of Sonol

Fl oati ng charges on
current assets of Sono

Fl oati ng charge on

current assets of Sonol
Sonol Shani Agenci es
Ltd., fixed charges
on all the assets of

Vul can and fixed charges
on part of the fixed
assets of M| chen Sono
Agency Ltd., Sonol Dan
Ltd. and Mdtoricka Ltd.

Fl oati ng charges on all
Vul can' s assets guaran-
teeing the fulfill nment

the ternms related to the
recei pt of such grants.
Al t hough final approva
has been received the
charges have not yet

cancel | ed.

Fl oating charge

subordi nated to ot her
floating charges on all
the assets of the
Conpany.
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NOTE 25- COLLATERALS, COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)
B. Liabilitiesand contingencies:
1. Indemnification and Insurance of directors and senior officers

The Articles of Association of the Company enable the indemnification and insurance of directors and senior officers according to thelaw. The
Company insures, subject to provisions of the law, thedirectors and senior officers' liability.

2. Pending litigation

a. Claims (mainly legal claims) arising in the normal course of business have been lodged against subsidiaries and affiliated companies.
Regarding part of thesaid claims appropriate provisions have been made. Inthe opinion of the companies managements, based on the opinions
of legal counsdl, the provisions made are sufficient.

b. A claim has been submitted against Sonol by a customer owning land leased to Sonol on whichafilling station was built, the substance of
whichis thecancellation of all agreements between Sonol and the plaintiff and a monetary claim against Sonol in the amount of approximately
NIS. 6 million. In the opinion of Sonol's legal counsel, the claim's prospects (as far as the monetary claimis concerned) are weak.

c. As aresult of arbitration proceedings between the Fuel Authority and the Agents organization and station owners, in which Sonol was not a
party, the arbitrator ruled that the Fuel Authority isto reimburse the station owners for the depreciation ontheir investmentsin stations. The
arbitrator's ruling was confirmed by thedistrict court. The Fuel Authority, in turn, demanded that thefuel marketing companies reimburse the
station owners for the depreciation (to the extent payable) sinceit claims that the depreciation component was previously recognized by the
Fuel Authority withinthe framework of the Price Structure. In the opinion of Sonol'slegal counsel, there isno basis for the Fuel Authority's
demand. In accordance with the arbitration ruling, twenty five third party proceedings have been filed by the Government against Sonol
regarding claimsfiled against the Government by station owners for the reimbursement of theinvestment in the construction of stations. The
total amountsto NIS. 39 million and, in the opinion of the company'slegal counsel, there is no basis for these claims as far as they relate to
Sonal.

d. Three claimswere lodged against an affiliated company and against its shareholders, whichinclude Sonol. The total amount of theclaimsiis
approximately NIS. 59.4 million relate to the sale of fuel products pursuant to restrictive trade practices (as the plaintiff alleges) among the fuel
companies. Inthe opinion of thelega counsels of Sonol and the affiliated company, the companies have a sound defense against the claims.
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NOTE 25- COLLATERALS, COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)

e. A filling station operator, who received operating rights within the framework of an arrangement between invalids and the rehabilitation
department of the Ministry of Defense, thelsragl Lands Authority and the fuel companies, has filed aclaimin court against Sonol for aruling
declaring the cancellation of agreementsbetween himand Sonol, claiming them to be restrictive trade agreementsin accordance with the Law
for Restrictive Trade Agreements. Inthe opinion of Sonol'slegal counsdl, it istoo early to determine the defense's prospects at this early stage
of deliberations.

f. On December 10, 1998 the owners of oneof Sonol's agenciesfiled a claim against Sonol in theamount of approximately NIS. 30 million on
account of various lossesincurred, in their opinion, as aresult of Sonol's stopping to supply them with fuel products and on account of other
obligations that Sonol did not fulfill. The owners have asked the court to declare all agreements entered into between them and Sonol null and
void. Sonol, on January 10, 1999 filedits defense in which it denied and refuted all the plaintiff's claims. In Sonol's estimation, the Agency's
owners chances of success are not high and Sonol has a reasonable chance of defending its position.

On January 21, 1999 Sonol filed a claim against the owners of the same Agency in the amount of approximately NIS. 31 million on account of
the non-payment of amounts due on account of fuel products supplied to them, compensation on account of various damages incurred, and also
asked the court to enforce amemorandum of agreement signed by the parties on March 22, 1998. On February 8, 1999 Sonol filed an
additional, separate claim intheamount of approximately NIS. 6.7 million against the owners of the agency on account of an unpaid balance of
aloan. At this time, the defendants have not submitted their defense, and therefore, it isdifficult to estimate the chances of success of thefirst
claim, whilethere appears to be a good chance of successin the second claim.

0. A request for approval by the court of alaw suit asa class action for payment of compensation was filed against the consolidated company
Supergas, Pazgas (1993) Ltd. and Amisragas, the American Isradli Gas Corporation Ltd.

The suit involves two main claims raised by the plaintiffs - the Consumer Protection Authority and three customers. The first - that the gas
companies marketed to customersgas in cylindersin lesser quantities than the quantities declared with respect to two types of common
cylinders (13 and 48 Kilogram), the second - that at the time the cylindersare returned to the gascompanies, unused quantities of gas remainin
the cylindersand, despite this, the gascompanies do not credit the customers for thereturned gas. The plaintiffs did not specify the precise
amounts they are claiming, but they estimated that the amount of the claim against all the gas companies for the last 10 yearstotals
approximately NIS. 3 billion. The plaintiff's motion for court approval as a classaction was denied.
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NOTE 25- COLLATERALS, COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)

h. A group of greenhouse owners, claiming damage caused to them in the amount of approximately NIS. 7.6 million as aresult of using
defective light fuel oil produced by the Qil Refineries Ltd. and sold to them by the oil marketing companies, has filed a claim against the
consolidated company, Sonol Israel Ltd., Oil Refineries Ltd., Paz Oil Company Ltd., Delek thelsragl Fuel Corporation Ltd. and Alon Isragl Oil
Company Ltd. Inthe opinion of Sonol's Management, Sonol hasa sound defense against this claim and has, in addition, insurance coverage
included in a product liability policy.

i. Two filling station owners havefiled claimsin court against the consolidated company, Sonol, in the amount of approximately NIS. 10
million, claiming that the Company owes them commission differentials on account of prior years. Atthistime, it istoo early to estimate the
prospects of the success of these claims.

C. The consolidated subsidiary companies are committed asof balance sheet date as follows:

1. Conmi t ment s: Adjusted N S.
(t housands)

Acqui sition of fixed assets 300, 844
Suppliers of fuel, luboils and parts 88, 387
Rental |eases and obligations in accordance

with signed agreenents wth agencies

for the use of their outlets for nmarketing

Sonol 's products over various periods(*) 461, 511
Acqui sition and mai nt enance of

a conputer and other equipnent

over periods of up to five years 2,559
(*) The rental liability for each of the years
foll om ng Decenber 31, 1998 is as foll ows:

1999 39, 942

2000 38, 116

2001 29,924

2002 27, 640

2003 26, 227

2004 and thereafter 299, 662

461, 511

2. Commitmentsfor investments:

a. In 1996 a consolidated company signed an agreement for its participation in a limited partnership to establish atourist attraction. The
investment by the consolidated subsidiary (including loans and guarantees) is expected to reach anamount of up to NIS. 17,500 thousand linked
to the representative rate of theU.S. dollar, for whichit will obtain a 35% share in the limited partnership. As of the balance sheet date, the
Company invested approximately NIS. 2,800 thousand.
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NOTE 25- COLLATERALS, COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)

b. In 1997, a consolidated company, signed an agreement to invest in a venture capital fund the amount of approximately NIS. 5,000 thousand.
Asof the balance sheet date, the company has invested approximately NIS. 1,900 thousand.

¢. In 1997, a consolidated company signed an agreement to acquire rightsto land and a building to whichits offices will be relocated. The
company committed itself to invest NIS. 21,700 thousand, of which approximately NIS. 18,400 thousand has been paid as of the balance sheet
date.

d. In 1998, a consolidated company entered into an agreement to invest approximately NIS. 2,000 thousand in a venture capital fund. Asof the
balance sheet date, NIS. 360 thousand has been invested.

e.1n 1998, a consolidated company entered into an agreement to sell 50% of itsrightsin aplot of land situated in Tel-Aviv for an amount of
NIS. 30,600 thousand, linked to the Consumer Price Index. The balance not yet received as of the balance sheet date amounts to approximately
NIS. 14,000 thousand. The Company also signed an agreement with the buyer to construct ajoint building project on theland. The project will
include, inter aia, a 20 story office building covering an area of approximately 23,000 m. and underground parking facilities. The project is
currently in the planning stages and agreementswith building contractors have not yet been signed. In addition, the Company signed an
agreement whereby it agreed to pay approximately NIS. 11.3 million, linked to the Consumer Price Index, to the city of Tel-Aviv.

3. Other commitments

On June 1, 1998 the Company signed a Financial Incentive ("award") Agreement with its senior managers based on the appreciation in the
value of the Company's common stock.

The award program is a cash payment for the appreciation in the value of approximately 2.3 million of the Company's common stock (correct as
of December 31, 1998 after adjustment for convertible securities).

The appreciation in value of the common stock is computed according to the difference between the price of shares on the stock exchange at the
date of the manager's notice of the exercise of hisright, and between the stipulated basis price of the shares (471 points), as adjusted for the
Consumer Price Index known on the date of exercise of theright.

The basis price and the number of sharesin the program are subject to adjustments for distribution of bonus shares, conversion of convertible
securities, exercise of rights by common shareholders, merger or disolution of the Company and distribution of dividends.

Pursuant to the Agreement, the awardis granted in three installments. Up to December 31, 1998, the right of the managersto exercise two
portions was vested, and of which noticeto exercise the rights for one portion was given. The right to exercise the final portion will commence
December 31, 1999.
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NOTE 25- COLLATERALS, COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)

Compensation expenses related to the award program are recorded in the profit and loss statement on theaccrual basis for each of the portions
according to the vesting period from the date of the Agreement and until the date of the vesting of theright to exercise. The amount recorded as
compensation expense as of the balance sheet date wasNIS. 4,982,000. The unrecorded amount relating to the balance of the vesting period,
based on the price of theshares and the number of shares outstanding as of December 31, 1998, totalled NIS. 896,000.

D. The consolidated subsidiaries have contingent liabilities as of the balance sheet date in respect of:

Adjusted N S.
(t housands)

1. The consol i dated subsidiary Supergas has
given a guarantee in favor of a bank
regarding a | oan given by the bank to a
partnership (in which Supergas is a
partner). The |oan has been repaid, but
t he guarantees have not yet been cancell ed --

2. Vari ous guar ant ees. 5, 538
3. Sonol is a guarantor to a bank for |oans

granted by the bank to a filling station

owner who has leased the station to Sonol. 3, 453
4. Sonol is a guarantor to a bank on account

of a loan granted by the bank to one of

Sonol ' s agenci es. 972
5. Sonol has given a guarantee to one of its

customers on account of a tender for the

supply of fuel products. 2,000
6. Vul can has given a guarantee to a

governnment agency assuring the supply of

its products. The guarantee is

collateralized by a floating charge on al

the assets of Wul can. 330

7. Sonol is a guarantor to a bank on account
of a loan granted by the bank to an
affiliated company for financing acquired
equi pnent . 832

8. Sonol has guaranteed conpensation to one
of its suppliers for any danages caused to
the supplier as a result of the tenporary
renedy given to Sonol by the court, if it
becones evident that there was no basis

for Sonol's request fromthe court. 1,170
9. Sonol is a guarantor to a bank in respect

to an agreenent entered into with the city

of Tel-Aviv 3, 046

10. The Conpany is a guarantor to a bank on
account of its part in a consortium which

will conmpete in a tender offer for the
buil di ng of a power plant 1, 830
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NOTE 25- COLLATERALS, COMMITMENTS AND CONTINGENT LIABILITIES (CONTINUED)

11. Sonol is a guarantor to a bank on account

of a loan taken by one of its affiliated

conpani es. 1,150
12. As part of |egal proceedings currently

bei ng heard agai nst custoners of a

subsi di ary conpany regardi ng the

col l ection of open bal ances, the court has

required that such subsidiary provide

sui t abl e guar ant ees Unlimted
anmount

13. The consol i dated conpany, G anite Hacar nel
Properties (1993) Ltd., has given a
guarantee to a Government agency
guarant eei ng the paynent of all debts
relating to the sale of a plot of |and 4,415

14. Guar antees given to Custons and Exci se

Departnent for payment of custons duty,

purchase and ot her taxes that may be due

to that Departnent by the Conpany, Sonol

and a rel ated Conpany. Unlimted
anmount

E. Credit Risks

1. The maximal credit risks of the Company regarding its financial assets do not exceed the book value of the financial assets lessthe existing
collaterals held by the Company.

2. Concentration of credit risks are created by thefact, that the consolidated company's customersand long-term receivables (long-term loans
granted) areof similar character (independent fuel agencies). The highest balance isthat of anagent whose current balance (included in trade
receivables) and whoselong term balance (included in long-term loans) total approximately NIS. 55 million. Against a portion of amounts due
from customers, the Company has collateral asis acceptable intheindustry. The financial statementsinclude specific provisions for receivables
the collection of which is doubtful in the opinion of the management.

F. Uncertainity resulting from modifying of computer systemsto theyear 2000

Theissue of the year 2000 derives from the design of many computer systems alloting two placesinstead of four in identifying theyear. In
relating to dates, systemsmight identify theyear 2000 asthe year 1900 or any other date, thuscausing mistakes in processing data in theyear
2000. In addition, similar problems may arise in systems using various dates in the year 1999 to reflect itemsother than the date. Effect of the
year 2000 issue may occur prior to, on or after January 1, 2000. Inadequate attention to the aforesaid problems may influence the activities of
the Company and affect financia reporting. The magnitude of the problem will vary with the circumstancesand may manifestitself as
insignificant mistakes or in the collapse of whole systems which may affect the organization's ability to continue normal operations. There isno
way to ascertain that a complete solution to all aspects of theyear 2000 issue affecting the organization will be found including those relating to
the efforts of customers, suppliers or other outside parties.
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NOTE 26- RULING BY THE CONTROLLER OF RESTRICTIVE TRADE PRACTICES AND PROPOSED LAW FOR THE FUEL
SECTOR

A. Sonol and Delek, thelsrael Fuel Corporation Ltd.(hereinafter "Delek™) jointly own therightsto "Dalkan 2000", a computerized system for
marketing fuel products (primarely to automobile fleets). On January 26, 1997, the Controller of Restrictive Trade Practicesruled that thejoint
marketing arrangement of the "Dalkan 2000" system by Sonol and Delek is a restrictive trade agreement. As aresult of the position taken by the
Controller, both Sonol and Delek agreed to separate the "Dalkan 2000" system between themselves so that each company will operate an
independent system in amanner that will enable customers, in accordance with their own preference, to enter into an agreement with either of
the companies. The separation agreement wasimplemented during 1998.

B. A private legidative proposal dealing withthe shortening of the terms of exclusive agreements entered into between thefuel marketing
companies and filling station owners and operators passed its first reading in the previous Knesset. The Economics Committee of the current
Knesset decided that the rule of "Continuity” will be in effect regarding this proposal, and to initially require thelegislation of rules regarding
future commitments of the fuel companies with filling station owners and only, thereafter, to deal with theissue of exclusiveagreements entered
into in the past. Subsequently, the Law of the Fuel Economy (Promotion of Competition (Correction) 1998, wasenacted in July, 1998. The Law
deals with future commitments by the fuel companies and empowersthe Minister of National Infrastructures to determine rules after consulting
with the Controller of Restrictive Trade Agreements and after having received approval by the Economics Committee of the Knesset, regarding
automatic filling systems (Dakanim and Pazomatim) and their operation. These rules will apply to all thefuel companies.

C. A draft proposal of legidation by theMinistry of Energy and Infrastructure regarding theterm of exclusive contracts between thefuel
marketing companies and station owners has been forwarded to government ministries, the president of the Supreme Court and law faculties for
their initial comments.

D. As part of theMinistry of Energy'spolicy to separate the holding of Emergency Inventories of crude oil and product inventories from the
companies operating inventories, the Fuel Authority hasdesignated several tanksat various storage locations for the holding of Emergency
Inventories, effective as of July 1, 1998. Furthermore, atender offer hasbeen published to determine the party whichwill hold the Emergency
Inventories, which haveto date been held by the major fuel marketing companies. The final date for thetender hasbeen postponed.

Atthistime, it istoo early to estimate the effects of thesaid developmentson theoverall Isragli fuel market in general, and on Sonol in
particular.

NOTE 27- TRANSACTIONS AND BALANCESWITH INTERESTED AND RELATED PARTIES
a. Income and expenses from interested and related parties.
1. Consist of:
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Year ended Decenber 31,

Adjusted NI'S. (thousands)

Interested Related Interested Related I nterested
Rel at ed

parties parties parties parties parties
parties
Fi nanci ng expenses 131 111 1,217 142 84
Fi nanci ng i ncome -- 348 -- 489 --
545
I ncomre from
Managenent Services -- 6, 835 -- 6, 848 --
2,331
Pur chases 9, 929 -- -- -- --

2. Transactions withinterested and related parties are conducted in the normal course of business and according to normal credit terms and do
not exceed 10 % of the company's transactions. The Company has been granted an exemption in accordance with paragraph 64(3)D of the
Securities Regulations

[Preparation of Annual Financial Statements(correction)]-1995 from the requirement to disclose transactions with interested parties and
affiliated companies made during the normal course of business of the Company.

3. Sonol purchases most of the fuel productsfrom Oil Refineries Ltd., whichis obligated to supply its products to thefuel marketing companies
at therefinery gate price whichisunder government control.

b. Benefits to interested parties

Year ended Decenber 31,

Number  ---------iee oo
of 1998 1997 1996
per sons ---- ---- ----
------- Adjusted NI'S. (thousands)
1. Interested party
enpl oyed by the conmpany 1 6, 437* 1, 527 1,417
2. Directors 22 706 720
529**

* Includes NIS. 3,606 thousand on account of severance arrangementsand an incentive award (Note 25.¢.3).

** |ncludes overprovision from 1995 in theamount of NIS. 218 thousand.
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NOTE 27- TRANSACTIONS AND BALANCESWITH INTERESTED AND RELATED PARTIES

(CONTINUED)

c. Balances with interested and related parties

Decenber 31, 1998
Adj usted NI S
I nt erested Rel at ed
parties parties
Current assets:
Trade receivabl es -- 669
Accounts receivable -- 66
-- 735
Loans and capital notes
to subsidiary conpanies 20, 333
The hi ghest bal ance with
interested parties
during the year 11, 860
Current liabilities:
Credits from banks
and ot hers -- 5,573
Trade payabl es 9, 929 3,204
Accounts payabl e - - 375
9, 929 9,152
The hi ghest bal ance
with interested
parties during
the year 9,929
Conmi t ment to purchase
fuel products from
an interested party 11, 939
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NOTE 28 - SUBSEQUENT EVENT

1. Subsequent to the balance sheet date, Sonoal, as part of the group's reorganization, transferred al its holdings of sharesin Vulcan Batteries
Ltd. (approximately 84%) to the Company. The transfer wasmade at market prices and has not effect on the Company's Financial Statements.

2. Subsequent to the balance sheet date, the Company concluded an agreement to purchase the 50% remaining balance of ownership and control
(shares and shareholders' loans) in Otzem Promotion and Investments (1991) Ltd. for the shekel equivalent of approximately $ 800 thousand.

NOTE 29- FINANCIAL STATEMENTS TRANSLATED INTO U.S. DOLLARS

The financia records of the Company and itsconsolidated subsidiaries are maintained on a current basis in historical nominal New |srael
Shekels.

The trand ated consolidated financia statements, stated in U.S. dollars, have been prepared in accordance with generally accepted accounting
principles for use in connection with the preparation of the financial statementsof a U.S. shareholder.

The functional currency of the Company isthe U.S. Dollar. Despite the significant reduction in Isragl'srate of inflation, the Company has
continued to prepare its consolidated financial statementsin U.S. dollars in accordance with tranglation principles identical to those prescribed
by Statement of Financial Accounting Standards No. 52 ("F.A.S.B. 52"), based on the historical nominal amounts.

CONSOLIDATED BALANCE SHEETS
(In thousands)

Translated to U.S. Dol lars

December 31,
1998 1997
Current assets
Cash and cash equival ents 2,368 2,220
Mar ket abl e securities 2,099 1,232
Trade receivabl es 149, 228 138, 228
Accounts receivable 41, 396 23, 688*
I nventories 48, 642 76, 737
243,733 242, 105
I nvestnents, long-term|oans and debit bal ances
Subsi diaries, affiliated conpanies and ot hers 37, 858 36, 766
Long-term | oans 19, 356 21, 509
Future tax benefits 2 623
57,216 58, 898
Fi xed assets
Cost 268, 717 246, 381
Less: Accunul at ed depreciation 125, 378 112, 240
143, 339 134, 141
I ntangi bl e assets and deferred charges, net 12,612 12,564
456, 900 447,708

* Reclassified.
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NOTE 29- FINANCIAL STATEMENTS TRANSLATED INTO U.S. DOLLARS (CONTINUED)

CONSOLIDATED BALANCE SHEETS
(In thousands)

Translated to U.S. Dol lars

Decenber 31,
1998 1997
Current liabilities
Credits from banks and ot hers 255, 839 127, 285
Current portion of convertible debentures 3,091 11, 387
Trade payabl es 17,998 14, 763*
Accounts payabl e 34, 861 25,729
311, 789 179, 164
Long-termliabilities
Long-term | oans 860 25, 365
Debentures convertible into shares
of the conpany (I) 9,772 43, 161
Custoners' deposits 15, 205 17,526
Liabilities for enployee rights upon retirement, net 3,405 3,084
Capital notes issued by a consolidated conpany 52 61
29, 294 89, 197
M nority interest 3,152 2,813
Shar ehol ders' equity 112, 665 176, 534
456, 900 447,708
* Reclassified
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NOTE 29- FINANCIAL STATEMENTS TRANSLATED INTO U.S. DOLLARS (CONTINUED)

CONSOL IDATED STATEMENTS OF INCOME
(In thousands)

Translated to U S. Dollars

Year ended Decenber 31,

1998 1997 1996
Revenues:
Sal es 793, 106 873, 668 871, 091
Less: Governnent inposts 339, 228 352, 963 337, 685
Net sal es 453, 878 520, 705 533, 406
O her incone, net 6, 833 5, 137 2,777
460, 711 525, 842 536, 183
Costs and expenses:
Cost of sales 327,708 403, 680 417,201
Selling, general and
adm ni strative expenses 76, 162 70, 695 68, 804
Depreci ati on and anortization 15, 634 14, 251 12,756
Fi nanci ng expenses, net 5,903 7,558 6, 033
425, 407 496, 184 504, 794
Operating income before taxes on income 35, 304 29, 658 31, 389
Taxes on incone 11, 695 10, 494 10, 554
Qperating incone after taxes on incone 23, 609 19, 164 20, 835
Conpany's share in incone (loss)
of affiliates, net 1, 052 (865) 2
Mnority interest in inconme
of consolidated subsidiaries (215) 10
(557)
Net incone for the year 24, 446 18, 309 20, 280
Ear ni ngs per ordinary share:
Primry 0.18 0.15 0.17
Full'y diluted 0.18 0.13 0.14
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NOTE 29- FINANCIAL STATEMENTS TRANSLATED INTO U.S. DOLLARS (CONTINUED)

CONSOLIDATED STATEMENTSOF SHAREHOLDERS EQUITY
(In thousands)

Translated to U.S. Dollars

O her
Accumul at ed
Common  Capit al Ret ai ned Conpr ehensi ve
St ock Reserves(11) Ear ni ngs i ncone* Tot al

Bal ance as at January 1, 1996: 55, 735 36, 006 62, 826 -- 154, 567
Changes in 1996:
Net income for the year -- -- 20, 280 -- 20, 280
Di vi dend pai d -- -- (8,520) -- (8,520)
Bal ance as at Decenber 31, 1996 55, 735 36, 006 74, 586 -- 166, 327
Changes in 1997:
Net incone for the year -- -- 18, 309 -- 18, 309
Unreal i zed gains on
securities -- -- -- 379 379
Di vi dend pai d -- -- (8,481) -- (8,481)
Bal ance as at Decenber 31, 1997 55, 735 36, 006 84, 414 379 176, 534
Changes in 1998:

| ssuance of shares 3,864 28, 300** -- -- 32,164
Net incone for the year -- - - 24, 446 -- 24, 446
Unrealized gain (I osses)

on securities -- -- -- (249) (249)
Recl assi fi cation adjustnment

for gains included in net income -- -- -- (146) (146)
Proceeds fromthe sale of

t he Conpany's shares by a

consol i dated conpany, net -- 22 -- -- 22
Di vi dend pai d -- -- (120, 106) -- (120, 106)
Bal ance as at Decenber 31, 1998 59, 599 64, 328 (11, 246) (16) 112, 665

* Deriving from unrealized gains (losses) on marketable securities. Tax effect isimmaterial.
** Net of shares' issuance expensesin the amount of $ 420 thousand.
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NOTE 29- FINANCIAL STATEMENTS TRANSLATED INTO U.S. DOLLARS (CONTINUED)

(1) During 1992, the Company completed an initia public offering of shares, options and debentures, as well as a second public offering of
debentures and options to purchase debentures.

The proceeds of the public offerings have been allocated to the securities issued on the basis of their fair market prices at the beginning of
trading on the stock exchange. Asaresult, the debenturesare carried at their discounted valuesas follows:

U S. Dollars (thousands)

Decenber 31,
1998 1997
Debentures (Series 1 and 2) - face val ue 13,677 55, 258
Di scount (Series 1) (*) 814 1, 339
12, 863 53,919
Less current portion 3,091 10, 758
9,772 43, 161

(*) The discount is being amortized over theremaining period until maturity.
See note 14.B.

(I1) The Company'spolicy isto record long-lived assetsat cost, amortizing these costs over the expected useful life of the related assets. In
accordance with Statement of Financial Accounting Standards No. 121 ("SFAS 121") "Accounting for the impairment of Long-lived Assetsand
for Long-lived Assetsto be disposed of," these assets are reviewed on a quarterly and annual basis for impairment whenever eventsor changes
in circumstances indicate that the carrying amounts of the assetsmay not be reasonable. Furthermore, the assetsare evaluated for continuing
value and proper useful lives by comparison to expected future cash flows. For theyear ended December 31, 1998, the adoption of SFAS 121
did not have amaterial effect on the Company.

LIST OF THE MAIN SUBSIDIARIESAND AFFILIATES
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Sonol Israel Ltd.

Vul can Batteries Ltd.

Sprint Mtors Ltd.

Sprint Mdtors Agencies (1995) Ltd.
M| chen Sonol Agency Ltd.

Sonol J-M Ltd.

Sonol Dan (1992) Ltd.

Allied Ols and Chenicals Ltd.
Sonol Yad Mordechai (1972) Ltd.
Chem Am Ltd.

Sonapco Bank Street Corporation

Supergas |Israel Gas Distribution Conpany Ltd.

Super gas Hanegev Ltd.

Super gas Rehovot 89 Ltd.

Supergas Heating (1984) Ltd.

Granite Hacarnel Holdings (1993) Ltd.
G anite Hacarmel Properties (1993) Ltd.
Granite Hacarnel O'Y. Holdings Ltd.
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Hol di ng and Contr ol
at bal ance sheet

%

100
84
100
100
67
70
100
100
59
100
100
100
65
90
100
100
100
100



G anite Hacarnel Devel opnent Hol di ngs Ltd. 100

G anite Hacarnel Devel opnent Ltd. 100
Granite Hacarnel Industries Holdings Ltd. 100
G anite Hacarnel |ndustries Ltd. 100
Granite Hacarnel Y.A Holdings Ltd. 100
G anite Hacarnel NzZV Hol di ngs Ltd. 100
Granite Hacarnel Mtoricka Hol dings Ltd. 100
Granite Hacarnel Energy (1997) Ltd. 100
Granite Hacarnel Energy Hol ding Ltd. 100
Sonol Agenci es Shovas (1996) Ltd. 60
Sonol Cnaan Ltd. 51
Sonol Shani Agencies Ltd. 51
M Sol onron & Co. Gas Agenci es Ashkelon Ltd. 51

Affiliated Conpanies

Avi ation Services Ltd.

22.5

Tanker Services Ltd. 25
United Petrol eum Export Conpany Ltd. 25
O zem Pronotion and Investnents (1991) Ltd. 50
Texma Chem cal s Ltd. 50
Yarok Az Ltd.

22.9

Et zion Gas Products (1998) Ltd. 50
Lev Magor Managenent and Services Ltd. 50
Park G bl e Managenent and Hol di ngs Ltd. 50
Ni t zba Hol di ngs (1995) Ltd.

10. 4

O pak Industries (1983) Ltd. 10
Sonor Ltd. 50
Park Mni Israel - Limted Patnership 35
M ni Israel Ltd. 35

The above list does not include inactive and/or immaterial affiliated companies and other companies.
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[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU]
[BRIGHTMAN ALMAGOR & CO|]

AUDITORS REPORT TO THE SHAREHOLDERS
OF AM-HAL LTD.

We have audited the accompanying balance sheets of Am-Hal Ltd. ("the Company"), and the consolidated balance sheets of the Company and
the consolidated Partnership asof December 31, 1998 and 1997, andthe related statements of operations, changesin shareholders' equity and
cash flows of the Company for each of thethree yearsin the period ended December 31, 1998, and the consolidated statements of operations
and of cash flowsfor each of the two yearsin the period ended December 31, 1998. These financial statements are the responsibility of the
Company'sBoard of Directors and management. Our responsibility isto express an opinion on these financial statementsbased on our audit.

Wedid not audit the financial statements of a partnership, whose assets constitute approximately 40% of consolidated total assets as of
December 31, 1998 (approximately 11% as of December 31, 1997). The financia statements of the partnership were audited by other auditors
whose reports have been furnished to usand our opinion, insofar as it relates to the amounts included in respect of the aforementioned
partnership, is based solely on the reports of the other auditors.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed by the Auditors' Regulations
(Auditor's Maode of Performance) - 1973. For purposes of these financia statements, there are no material differences between generally
accepted auditing standards in Isragl and thosein the United States. Those standards require that we plan and perform the audit to obtain
reasonabl e assurance about whether the financial statements are free of material misstatement. Anaudit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the financial statements. Anaudit also includes assessing the principles used and significant
estimates made by the Board of Directors and management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide areasonable basis for our opinion.

The aforementioned financia statements have been prepared on the basis of historical cost, adjusted for changesin the general purchasing
power of the Isragli currency in accordance with pronouncements of thelInstitute of Certified Public Accountantsin Israel. A summary of the
Company'snominal data, which serve as thebasis for the adjusted financia statements, are presented in Note 25.

In our opinion, based on our audits and thereports of the other auditors, the financial statements present fairly, in all material respects, the
financial position - of the Company and on a consolidated basis - as of December 31, 1998 and 1997, the results of activities, the changesin
shareholders equity and cash flows of the Company and on a consolidated basis- for each of thethree yearsand two years, respectively, in the
period ended December 31, 1998 in accordance withgenerally accepted accounting principles in Isragl which, with respect to these financial
statements, are substantially identical to generally accepted accounting principles in the U.S., except as detailed in Note 24 to thefinancial
statements.

Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we hereby state that we received al of the information and
explanations which we regquested and that our opinion on the financial statementsis given based on the best of theinformation and explanations
whichwe received and asreflected in the books of the Company.

/s/ Brightman Bar-Levav Friedman &
Co.

Bri ght man Bar-Levav Friedman & Co.
Certified Public Accountants

Tel Aviv, February 16, 1999

132

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF SHLOMO ZIV & CO.]
AUDITORS REPORT TO THE SHAREHOLDERS OF
AMPAL ENGINEERING (1994) LTD.

We have audited the balance sheet of Ampal Engineering (1994) Ltd. as at December 31, 1996 and 1995, the related statements of income,
statements of changesin shareholders equity and the statements of cash-flowsfor each of the three years, thelatest ended December 31, 1996,
expressed in New Israeli Shekels. These financia statements are the responsibility of the Company's management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Isragli Auditors
Regulations (Auditor's Mode of Performance), 1973 and accordingly, we have performed such auditing procedures as we considered necessary
in the circumstances. For purposes of these financial statements, thereis no material difference between generally accepted Isragli auditing
standards and auditing standards generally accepted in the U.S. These standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, either originating withinthe financia statementsthemselves,
or due to any misleading statement included therein. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principlesused and significant estimates made by
management, as well asevaluating the overall financial statement presentations. We believe that our audits provide a reasonable basis for our
opinion.

The above statements have been prepared on the basis of the historical cost as adjusted for the changesin the general purchasing power of the
Israel currency, in accordance with opinions issued by the Institute of Certified Public Accountantsin Israel. Condensed statementsin historical
values which formed the basis of the adjusted statements appear in Note7 to the financia statements.
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In our opinion, the above mentioned financial statements present fairly, in conformity with generally accepted accounting principles, in all
materia respects, the financial position of the Company as at December 31, 1996 and 1995, theresults of itsoperations, the changesin its
shareholders equity and cash-flowsfor each of thethree years, thelatest ended December 31, 1996, in conformity with accounting principles
generally accepted in the United States andin Israel (as applicable to the financial statements of the Company, such accounting principles are
practically identical).

Pursuant to Section 211 of the Companies Ordinance (New Versions)- 1983, we state that we have obtained all theinformation and
explanations we have required and that our opinion on the above statementsis given according to the best of our information and the
explanations received by us and asshown by the Company's books.

SHLOMO ZIV & CO.

Tel - Aviv, March 18, 1997 /'s/ [ILLEG BLE]
Certified Public Accountants

(Isr.)
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[LETTERHEAD OF COHEN, EYAL, YEHOSHUA & CO.]
AMPAL ENTERPRISESLTD.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
SPECIAL PURPOSE STATEMENT

We have audited the balance sheets of Ampal Enterprises Ltd. as at December31, 1996 and 1995, therelated statements of profit and loss, the
statement of changes in shareholders' equity andthe statement of cash flows for each of the three years in the period ended December 31, 1996,
expressed in New Israeli Shekels. These financia statements are the responsibility of the Company'sBoard of Directors and management. Our
responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Auditors Regulations
(Auditor's Maode of Performance), 1973. For purposes of these financial statements, thereis no material difference between generally accepted
Israeli auditing standards and auditing standards generally accepted in the U.S. These standards require that we plan and perform the audit to
obtain reasonable assurance about whether thefinancial statements are free of material misstatement, whether originating in an error in the
financial statements or misstatement contained therein. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principlesused and significant estimates made by the
Board of Directors and management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

The aforementioned financia statements have been prepared on the basis of historical cost adjusted to reflect changes in thegenera purchasing
power of the Isragl currency in accordance with pronouncements issued by the Institute of Certified Public Accountantsin Isragl. Condensed
nominal Isragli currency data on the basis of whichthe adjusted financial statementswere prepared, are presented in Note 5.

In our opinion, the financia statements present fairly, in all material respects, the financial position of the Company as at December 31, 1996
and 1995, the results of its operations, changes in shareholders' equity and cash flowsfor each of thethree yearsin the period ended December
31, 1996, in accordance with generally accepted accounting principles. Also, in our opinion, the financial statementsbased on nominal data
(Note 5) present fairly, in nominal terms, thefinancial position of the Company asat December 31, 1996 and 1995, the results of its operations,
changesin shareholders equity, and cash flowsfor each of the threeyearsin the period ended December 31, 1996, on the basis of the historical
cost convention.

Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we hereby state that we received al of the information and
explanations which we requested and that our opinion on the financial statementsis given based on the best of theinformation and explanations
whichwe received and asreflected in the books of the Company.

/s/ COHEN, EYAL, YEHCSHUA & CO.
Cohen, Eyal, Yehoshua & Co.
Certified Public Accountants
(I'sr.)

March 10, 1997
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[LETTERHEAD OF FAHN, KANNE & CO\]

AUDITORS REPORT TO THE SHAREHOLDERS OF
AMPAL FINANCIAL SERVICESLTD.

We have audited the balance sheets of AMPAL FINANCIAL SERVICESLTD. as of December 31, 1996 and 1995 and the related statements
of incomeand shareholders' equity and cash flows for thethree yearsin the period ended December 31,1996, expressed in New Israeli Shekels.
These financia statements are the responsibility of the Company's management.

Our responsibility isto express an opinion on these financial statements based on our audits. We conducted our auditsin accordance with
generally accepted auditing standards, includingthose prescribed under the Auditors Regulations (Auditor's Maode of Performance), 1973 and,
accordingly, we have performed such auditing procedures as we considered necessary in the circumstances. For purposes of these financial
statements, thereis no material difference between generally accepted Isragli auditing standards and auditing standards generally accepted in
the U.S. These standards require that weplan and perform the audit to obtain reasonable assurance that the financia statements are free of
material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements. An audit aso includes assessing the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentations. We believe that our audits provide a reasonable basis for our opinion.

The above statements have been prepared on the basis of historical cost as adjusted for changes in thegeneral purchasing power of the Isragli
currency, in accordance with opinions issued by the Institute of Certified Public Accountantsin Isragl.

Condensed statementsin historical values which formed the basis of the adjusted statements appear in Note 13 to the financial statements.

In our opinion, the above mentioned financial statements present fairly the financial position of the Company asof December 31,1996 and 1995
and the results of its operations, the changesin its shareholders' equity and its cash flowsfor each of the three yearsin the period ended
December 1996, in conformity with accounting principles generally accepted in Isragl, consistently applied. Also, in our opinion, thefinancial
statements based on nominal data (Note 13) present fairly, in conformity withgenerally accepted accounting principles, thefinancial position of
the Company asof December 31, 1996 and 1995, the results of its operations, the changes in shareholders' equity and itscash flowsfor each of
the three yearsin the period ended December 31, 1996, on the basis of the historical cost convention.

Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.
The data regarding this difference is summarizedin Note 13 to the financial statements.

/'s/ Fahn, Kanne & Co.

Fahn, Kanne & Co.

Certified Public Accountants
(Isr.)
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[LETTERHEAD OF SHLOMO ZIV & CO.]
AUDITORS REPORT TO THE SHAREHOLDERS OF
AMPAL HOLDINGS (1991) LTD

We have audited the balance sheet of Ampal Holdings (1991) Ltd. as at December 31, 1996 and 1995, the related statements of income,
statements of changesin shareholders equity and the statements of cash-flowsfor each of the three years, thelatest ended December 31, 1996,
expressed in New Israeli Shekels. These financia statements are the responsibility of the Company's management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Isragli Auditors
Regulations (Auditor's Mode of Performance), 1973 and accordingly, we have performed such auditing procedures as we considered necessary
in the circumstances. For purposes of these financial statementsthere isno material difference between generally accepted Isragli auditing
standards and auditing standards generally accepted in the U.S. These standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, either originating withinthe financial statement themselves,
or due to any misleading statement included therein. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principlesused and significant estimates made by
management, as well asevaluating the overall financial statement presentations. We believe that our audits provide a reasonable basis for our
opinion.

The above statements have been prepared on the basis of the historical cost as adjusted for the changesin the general purchasing power of the
Israel currency, in accordance with opinions issued by the Institute of Certified Public Accountantsin Israel. Condensed statementsin historical
values which formed the basis of the adjusted statements appear in Note8 to the financia statements.

137

peres e SO irsssn 2002, EDGAR Online. I nc.




In our opinion, the above mentioned financial statements present fairly, in conformity with generally accepted accounting principles, in all
material respects, the financial position of the Company as at December 31, 1996 and 1995, theresults of itsoperations, the changesin the
shareholders equity and cash-flowsfor each of thethree years, thelatest ended December 31, 1996 in conformity with accounting principles
generally accepted in the United States andin Israel (as applicable to the financial statements of the Company, such accounting principles are
practically identical).

Pursuant to Section 211 of the Companies Ordinance (New Versions) 1983, we state that we have obtained all theinformation and explanations
we have required and that our opinion on the above statements is given according to the best of our information and the explanations received
by us and asshown by the Company's books.

SHLOMO ZIV & CO.

Tel - Aviv, March 6, 1997 /'s/ [ILLEG BLE]
Certified Public Accountants
(Isr.)
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Number 480 tel, March 11, 1999
[LETTERHEAD OF FAHN, KANNE & CO|]

AUDITORS REPORT TO THE SHAREHOLDERS OF
AMPAL INDUSTRIES (ISRAEL) LTD.

We have audited the balance sheets of AMPAL INDUSTRIES (ISRAEL) LTD. as of December 31, 1998 and 1997 and the related statements
of income, shareholders' equity and cash flowsfor the three years in the period ended December 31, 1998, expressed in New Israeli Shekels.
These financia statements are the responsibility of the Company's management.

Our responsibility isto express an opinion on these financia statements based on our audits. We conducted our auditsin accordance with
generally accepted auditing standards, includingthose prescribed under the Auditors Regulations (Auditor's Mode of Performance), 1973 and,
accordingly, we have performed such auditing procedures as we considered necessary in the circumstances. For purposes of these financial
statements, thereis no material difference between generally accepted Isragli auditing standards and auditing standards generally accepted in
the U.S. These standards require that weplan and perform the audit to obtain reasonable assurance that the financial statements are free of
material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements. An audit aso includes assessing the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentations. We believe that our audits provide a reasonable basis for our opinion.

The dataincluded in the Company'sfinancial statements relating to the equity in investee companies and relating to the Company's sharein the
results of their operations are based on financial statements whichwere audited by other auditors.

The above statements have been prepared on the basis of historical cost as adjusted for changes inthegeneral purchasing power of the Isragli
currency, in accordance with opinions issued by the Institute of Certified Public Accountantsin Isragl.

Condensed statementsin historical values which formed the basis of the adjusted statements appear in Note 19 to the financia statements.

In our opinion, based on our audit and the reports of other auditors, the above mentioned financial statements present fairly thefinancial
position of the Company as of December 31, 1998 and 1997 and the results of its operations, the changes in its shareholders' equity and its cash
flowsfor each of the threeyearsin the period ended December 1998, in conformity with accounting principles generally accepted in Isragl,
consistently applied. Also, in our opinion, the financial statements based on nominal data (Note 19) present fairly, in conformity with generally
accepted accounting principles, the financial position of the Company asof December 31, 1998 and 1997, theresults of its operations, the
changesin shareholders equity and its cash flows, for each of thethree yearsin the period ended December 31, 1998, on thebasis of the
historical cost convention.

Accounting principles generally accepted in Israel differ in certain respects from accounting principles generally accepted in the United States.
The dataregarding this difference is summarizedin Note 20 to the financial statements.

/ s/ Fahn, Kanne & Co.

Fahn, Kanne & Co.

Certified Public Accountants
(Isr.)
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[LETTERHEAD OF HAFT & HAFT & CO.
INCL. STRAUSS, LAZER & COJ]

AMPAL (ISRAEL) LTD.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
SPECIAL PURPOSE STATEMENT

We have audited the accompanying consolidated balance sheets of Ampal (Israel) Ltd, asof December 31, 1996 and 1995, andthe related
statements of profit and loss, changes in shareholders equity and cash flowsfor each of thetwo years ended on those dates, expressed in New
Israeli Shekels. These financial statements are theresponsibility of the Company's Board of Directors and management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Auditors Regulations
(Auditor's Maode of Performance). - 1973. For purposes of thesefinancial statements, there isno material difference between generally accepted
Israeli auditing standards and auditing standards generally accepted in the U.S. These standards require that we plan and perform the audit to
obtain reasonable assurance about whether thefinancial statements are free of material misstatement, whether originating in an error in the
financial statementsor in a misrepresentation included therein. Anaudit includes examining, on atest basis, evidence supporting the amounts
and disclosures in thefinancial statements. An audit also includes assessing the accounting principles used and significant estimates made by
the Board of Directorsand the Company's management, aswell as evaluating the overal financial statement presentation. We believe that our
audits provide a reasonable basisfor our opinion.

The aforementioned financial statements have been prepared on the basis of historical cost, adjusted to reflect changesin the general purchasing
power of the Isragli currency in accordance with pronouncements of theInstitute of Certified Public Accountantsin Isragl. Condensed nominal
Isradli currency data, on thebasis of whichthe adjusted financial statements of the Company were prepared, is presented in Note 25.

Wedid not audit the financial statements of certain subsidiaries, whose assets constitute approximately 31% and 32% of consolidated total
assets as of December 31, 1996 and 1995, respectively, and whose revenues constitute approximately 48% and 34% of consolidated total
revenues for the years ended on those dates respectively. Those statements wereaudited by other auditors whose reports have been furnished to
usand our opinion, insofar asit relates to the amounts included in respect of the aforementioned subsidiaries, is based solely on the reports of
the other auditors. Also, thefinancial statements of included companies which werepresented at their book equity, wereexamined by other
auditors.
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In our opinion, based on our audits and thereports of the other auditors, the financia statements present fairly, in all material respects, the
financial position of the Company on a consolidated basis as of December 31, 1996 and 1995 and the results of operations, changesin
shareholders equity and cash flows of the Company on a consolidated basisfor each of the two years ended on December 31, 1996 and 1995,
in accordance with generally accepted accounting principlesin Isradl.

Also, in our opinion, the unconsolidated financia statements based on hominal data (Note 25) present fairly, in nominal terms, the
unconsolidated financial position of the Company as at December 31, 1996 and 1995, and theresults of itsoperations, the changesin

shareholders equity and its cash flowsfor each of thethree yearsin the period ended December 31, 1996, on thebasis of thehistorical cost
convention.

Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.

The dataregarding the method of trandation to U.S. dollarsand the above mentioned differencesare summarized in Note 25F to the financial
statements.

Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we hereby state that we received all of the information and

explanations which we requested and that our opinion on the financial statementsis given based on the best of theinformation and explanations
whichwe received and asreflected in the books of the Company.

/s/ HHS L Haft & Haft & Co.
HHS L Haft & Haft & Co.
Certified Public Accountants
(Isr.)

March 10, 1997
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[LETTERHEAD OF COHEN, EYAL, YEHOSHUA & CO.]
AMPAL PROPERTIESLTD.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
SPECIAL PURPOSE STATEMENT

We have audited the balance sheets of Ampal Properties Ltd. as at December 31, 1996 and 1995, the related statements of profit and loss, the

statement of changes in shareholders equity andthe statement of cash flows for each of the two years in the period ended December 31, 1996,
expressed in New Israeli Shekels. These financia statements are the responsibility of the Company'sBoard of Directors and management. Our
responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Auditors Regulations
(Auditor's Maode of Performance), 1973. For purposes of these financial statements, thereis no material difference between generally accepted
Israeli auditing standards and auditing standards generally accepted in the U.S. These standards require that we plan and perform the audit to
obtain reasonable assurance about whether thefinancial statements are free of material misstatement, whether originating in an error in the
financial statements or misstatement contained therein. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principlesused and significant estimates made by the
Board of Directors and management as well asevaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

The aforementioned financia statements have been prepared on the basis of historical cost adjusted to reflect changes in thegenera purchasing
power of the Isragl currency in accordance with pronouncements issued by the Institute of Certified Public Accountantsin Isragl. Condensed
nominal Isragli currency data on the basis of whichthe adjusted financial statements of the Company were prepared, is presented in Note 8.

The datain the financial statement relating to investmentin an unconsolidated subsidiary and to the Company's sharein thelosses of included
companies, amountingto N.I.S. 8,194 thousand are based on financial statementsaudited by other auditors.

In our opinion, based on our audits and thereport of theother auditors, the financial statements present fairly, in al material respects, the
financial position of the Company at December 31, 1996 and 1995 and theresults of its operations, changesin shareholders' equity and cash
flowsfor eachof the two yearsin the period ended December 31, 1996, in accordance with generally accepted accounting principles. Also, in
our opinion, the financial statements based on nominal data (Note 8) present fairly, in nominal terms, the financia position of the Company as
at December 31, 1996 and 1995, the results of its operations, changes in shareholders' equity, and its cash flowsfor each of the threeyearsin
the period ended December 31, 1996, on the basis of the historical cost convention.
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Without qualifying our opinion, we call attention to the Company's accumulated | osses, which substantially exceed its capital.

Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.

The data regarding the method of trandation to U.S. dollars and the above mentioned differencesare summarized in Note 8E to thefinancial
Statements.

Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we hereby state that we received al of the information and

explanations which we requested and that our opinion on the financial statementsis given based on the best of theinformation and explanations
whichwe received and asreflected in the books of the Company.

/s/ COHEN, EYAL, YEHCSH A & CO.
Cohen, Eyal, Yehoshia & Co.
Certified Public Accountants
(Isr.)

March 10, 1997
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[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU]
[BRIGHTMAN ALMAGOR & CO|]

AUDITORS REPORT TO THE SHAREHOLDERS OF
BAY HEART LTD. AND SUBSIDIARY

We have audited the accompanying balance sheets of Bay Heart Ltd. ("the Company") as of December 31, 1998 and 1997, and the consolidated
balance sheets as of such dates, and the related statements of operations, changes in shareholders equity and cash flows - of the Company and
on a consolidated basis - for each of the yearsthen ended. These financial statements arethe responsibility of the Company'sBoard of Directors
and management. Our responsibility isto express anopinion on these financial statementsbased on our audits. Comparativefiguresin the
financial statementsfor theyear ended December 31, 1996 were audited by other auditors whose report, dated February 10, 1997, expressed an
unqualified opinion on those statements.

We conducted our audit in accordance with generally accepted auditing standards, including those prescribed under the Auditors Regulations
(Auditor's Maode of Performance) - 1973. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includesexamining, on atest basis, evidence supporting the
amounts and disclosures in thefinancial statements. An audit also includes assessing the accounting principles used and significant estimates
made by the Board of Directors and management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide areasonable basis for our opinion.

The aforementioned financial statements have been prepared on the basis of historical cost, adjusted to reflect changesin the general purchasing
power of the Isragli currency in accordance with pronouncements of theInstitute of Certified Public Accountantsin Isragl. Condensed nominal

Isragli currency data, on thebasis of whichthe adjusted financial statementswere prepared, is presented in Note 24.

In our opinion, the financia statements present fairly, in all material respects, the financial position - of the Company and on a consolidated
basis- as of December 31, 1998 and 1997, and the results of operations, changesin shareholders equity and cash flows - of the Company and
on aconsolidated basis - for theyears then ended in accordance with generally accepted accounting principles.

Furthermore, in our opinion, the financia statementsare prepared in accordance with the Isragli Securities Regulations (Preparation of Annual
Financia Statements) - 1993.

The condensed consolidated financial informationin U.S. dollarspresented in Note 25 to the financia statements, prepared at the request of an
affiliate, represents a trand ation of the Company'snominal Isragli currency financial data in accordance withthe basis stated in Note 25A. In
our opinion, such trandationinto U.S. dollars was properly made in accordance with the basis stated in Note 25A.

/s/ Brightman Bar-Levav Friedman &
Co.

Bri ght man Bar-Levav Friedman & Co.
Certified Public Accountants

Haifa, February 3, 1999
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[LETTERHEAD OF RONEL STETTNER & CO]
[CERTIFIED PUBLIC ACCOUNTANT ISRAEL]
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TO THE SHAREHOLDERS OF
BAY HEART LTD.

We have audited the balance sheets of Bay Heart Ltd. ("the Company") as of December 31, 1996 and 1995, and the consolidated balance sheets
of the Company and its subsidiary ("the consolidated") as of December 31, 1996 and 1995, and the related statements of income, statements of
changesin shareholders equity and statements of cash flows for each of thethree yearsin the period ended December 31, 1996. These financial
statements are the responsibility of the Company's management. Our responsibility isto express an opinion on these financia statements based
on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the auditors Regulations
(Auditor's Maode of Performance), 1973 and accordingly, we have performed such auditing procedures as we considered necessary in the
circumstances. For purposes of these financial statements, there is no material difference between generally accepted Israeli auditing standards
and auditing standards generally accepted inthe U.S. These standards requirethat we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on atest basis, evidence supporting the
amounts and disclosures in thefinancial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management as well as evaluating the overall financial statement presentations. We believe that our audits provide a reasonable basis
for our opinion.

The above statements have been prepared on the basis of historical cost as adjusted for the changesin the genera purchasing power of the
Israeli currency in accordance with opinion issued by thelnstitute of Certified Public Accountantsin Isragl.

Condensed statementsin historical values which formed the basis of the adjusted statements, appear in Note 23 to thefinancial statements.
These amounts have been trandated into U.S. dollars using the method described in Note 24.

In our opinion, based on our audit, the above mentioned consolidated financia statements present fairly the financia position consolidated and
Company - asof December 31, 1996 and 1995, theresults of its operations, the changesin shareholders' equity and cash flowsfor each of the
three years in the period ended December 31, 1996, in conformity with accounting principles generally accepted in Israel, consistently applied.

Also, in our opinion, the condensed - consolidated and the Company'sfinancial statements based on nominal data as presented in Note 24
present fairly, in conformity with generally accepted accounting principles, the financia position of the Company as at December 31, 1996 and
1995, and the results of operations, changesin shareholder's equity, and its cash flows for each of the three years in the period ended December
31, 1996, on thebasis of thehistorical cost convention.
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[LETTERHEAD OF RONEL STETTNER & CO]
[CERTIFIED PUBLIC ACCOUNTANT ISRAEL]

Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.

The application of thelatter would have affected the determination of historical net income (loss) and shareholder's equity to the extent
summarized in Note

24(g) to thefinancia statements.
Haifa, Israel, RONEL STETTNER & CO

February 10, 1997 /sl Ronel Stettner & Co

Certified Public Accountant
(Israel)
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[ERNST & YOUNG LOGOQ]
REPORT OF INDEPENDENT AUDITORS
To the Shareholders of
CARMEL CONTAINER SYSTEMSLTD. AND SUBSIDIARIES

We have audited the accompanying consolidated balance sheets of Carmel Container Systems Ltd. (“the Company") and its subsidiaries as of
December 31, 1997 and 1998, and the related consolidated statements of operations, changes in shareholders' equity and cash flowsfor each of
the three yearsin the period ended December 31, 1998. Thesefinancial statements are the responsibility of the Company'sboard of directors
and management. Our responsibility isto express anopinion on these financial statements based on our audits. We did not audit the financial
statements of subsidiaries, which statements reflect total assets constituting 21% and 20% asof December 31, 1997 and 1998, respectively, and
total revenues constituting 32%, 34% and 32% of the related consolidated totals for each of the three years in the period ended December 31,
1998. These financial statementswere audited by other auditors whosereport has been furnished to us, and our opinion, insofar as it relatesto
data included for these subsidiaries is based solely on thereports of the other auditors.

We conducted our audits in accordance with generally accepted auditing standards in the United States and Israel, including those prescribed by
the Isragli Auditors Regulations (Mode of Performance), 1973. Those standards requirethat we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement either originating within thefinancial statementsthemselves
or due to any misleading statement included therein. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principlesused and significant estimates made by the
board of directors and Company's management, aswell as evaluatingthe overall financial statement presentation. We believe that our audits
and the reports of the other auditors provide a reasonable basis for our opinion.

The aforementioned consolidated financia statements have been prepared onthe basis of the historical cost adjusted to reflect the changesin
the genera purchasing power of thelsragli currency, as required by the Statements of the Institute of Certified Public Accountantsin Isragl.

In our opinion, based on our audits and thereports of the other auditors, the consolidated financia statementsreferred to above present fairly,
inall material respects, the consolidated financial position of Carmel Container Systems Ltd. and its subsidiaries as of December 31, 1997 and
1998, and the consolidated results of their operations and cash flowsfor each of the three yearsin the period ended December 31, 1998, in
conformity with generally accepted accounting principles in Isragl which differ in certain respectsfrom those followedin the United States (see
Note 22 to the consolidated financia statements).

/'s/ KOST, FORER & GABBAY

Tel - Avi v, |srael KOST, FORER & GABBAY
March 4, 1999 Certified Public Accountants
(lIsrael)
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[LETTERHEAD OF PORAT & CO.]
CERTIFIED PUBLIC ACCOUNTANTS(ISR.)

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TOTHE SHAREHOLDERS
OF
COUNTRY CLUB KFAR-SABA LIMITED
We have audited thefinancial statements of Country Club Kfar-Saba Limited (hereinafter - the Company), as follows:
- Balance sheets of the Company as at December 31, 1998, December 31, 1997.

- Statements of income, shareholders equity and cash flow for the company for the two years ended December 31, 1998 and December 31,
1997.

These statements arethe responsibility of the Company's management.

Our responsibility isto express an opinion on these financial statements based on our audits. We conducted our audits in accordance with
generally accepted auditing standards, includingthose prescribed under the Auditors Regulations (Auditor's, Mode of Performance), 1973 and,
accordingly we have performed such auditing procedures aswe considered necessary in the circumstances. For purposes of these financia
statementsthere is no material difference between generally accepted Isragli auditing standards and auditing standards generally accepted in the
U.S. These standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statementsare free
of material misstatement. An audit includesexamining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements. An audit alsoincludes ng the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basisfor our opinion.

The above statements have been prepared on the basis of historical cost as adjusted for the changesin the general purchasing power of the
Israel currency in accordance withopinions issued by the Instituteof Certified Public Accountantsin Isragl.

Condensed statementsin historical values which formed the basis of the adjusted statements appear in Note 19 to the financia statements.
These amounts have been trandated into U.S. dollars using the method described in Note 2G.
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[LETTERHEAD OF PORAT & CO.]
CERTIFIED PUBLIC ACCOUNTANTS(Isr.)
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TOTHE SHAREHOLDERS
OF
COUNTRY CLUB KFAR-SABA LIMITED

In our opinion, based on our audit, the above mentioned financial statements present fairly the financial position of the Company as at
December 31, 1998 and 1997, the results of its operations, the changes in shareholders equity and cash flowsfor each of theyears in the period
ended December 31, 1998, in conformity with accounting principlesgenerally accepted in Isragl, consistently applied. Also, in our opinion, the
financial statementsbased on nominal data (Note 19) present fairly, in conformity with generally accepted accounting principles, thefinancial

position of the Company as at December 31, 1998 and 1997, and theresults of itsoperations, the changesin shareholders equity and its cash
flowsfor each of the threeyearsin the period ended December 31, 1998, on the basis of the historical cost convention.

Pursuant to section 211 of the companies ordinance (new version) 1983, we statethat we have obtained all the information and explanations we
have required and that our opinion on the aforementioned financial statementsis givento the best of our information and the explanations
received by usand as shown by the books of the company.

Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.
The application of thelatter would have affected the determination of nominal/historical net income (loss) and shareholders equity to the extent
summarized in Note 20 to thefinancia statements.

Porat & Co.

/sl Porat & Co.
Certified Public Accountants

(Isr.)
Ramat Gan, February 18, 1999
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[LETTERHEAD OF FAHN, KANNE & CO\]
CERTIFIED PUBLIC ACCOUNTANTS(ISR.)

INDEPENDENT AUDITORS REPORT TO THE SHAREHOLDERS
OF CORAL WORLD INTERNATIONAL LTD.

We have audited the accompanying consolidated balance sheets of "Coral World International Ltd." (the "Company") and its subsidiaries as of
December 31, 1998 and 1997 and therelated consolidated statements of income, changes in shareholders' equity and cash flowsfor each of the
two years ended December 31, 1998. These financial statements arethe responsibility of the Board of Directors and the management of the
Company. Our responsibility isto express an opinion of these financial statements based on our audits.

Wedid not audit the financia statements of certain consolidated subsidiaries which statements reflect assets and revenuesof 79% and 51% in
1998 and 79% and 35% in 1997 of the related consolidated totals. The statements of these subsidiaries wereaudited by other auditors whose

reports have been furnished to usand our opinion, insofar asit relates to the amounts included for those subsidiaries, is based solely onthe
reports of the other auditors.

We conducted our audits in accordance with generally accepted auditing standards. These standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatements. An audit includes examining, on a test
basis, evidence supporting the amountsand disclosures in the financial statements. Anaudit asoincludes assessing the accounting principles
used and significant estimates made by theboard of directors and by management, aswell as evaluating the overall financial statement
presentation. We believe that our audit and the reports of other auditors provide a reasonable basisfor our opinion.

In our opinion, based on our audits and on the reports of the other auditors, thefinancial statements referred to above present fairly, in all
materia respects, the financial position of Coral World International Ltd. and subsidiaries as of December 31, 1998 and 1997, and theresults of
operations, changesin shareholders equity and cash flowsfor each of the two years ended December 31, 1998, in accordance with generally
accepted accounting principles.

/'s/ Fahn, Kanne & Co.
Fahn, Kanne & Co.
Certified Public Accountants

(Isr.)

Tel-Aviv, Isradl, March 4, 1999
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[LETTERHEAD OF ARTHUR ANDERSEN LLP]
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To theBoard of Directors and Shareholders of Coral World International Ltd.:

We have audited the accompanying consolidated balance sheets of Coral World International Ltd. (a Guernsey corporation) and subsidiaries
(the "Company") asof December 31,1996 and 1995, and the related consolidated statements of income, changesin shareholders' equity and
cash flows for each of the three years in the period ended December 31, 1996. Thesefinancial statements arethe responsibility of the
Company'smanagement. Our responsibility isto express an opinion on these financial statements based on our audits. We did not audit the
financial statements of certain consolidated subsidiaries, which statements reflect total assets andtotal revenuesof 47% and 60%, respectively,
in 1996, 52% and 49%, respectively, in 1995, and revenues of 40% in 1994, of the related consolidated totals. Those statements were audited
by other auditors whose reports have been furnished to usand our opinion, insofar as it relates to the amounts included for those entities, is
based solely on the reports of the other auditors.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that weplan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. Anaudit includes examining, on atest
basis, evidence supporting the amountsand disclosures in the financial statements. Anaudit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits and the reports of other auditors provide a reasonable basisfor our opinion.

In our opinion, based on our audits and thereports of other auditors, thefinancial statements referred to above present fairly, in all material
respects, the financia position of Coral World International Ltd. and subsidiaries as of December 31,1996 and 1995 and theresults of their
operations and their cash flowsfor each of the three yearsin the period ended December 31,1996, in conformity withgenerally accepted
accounting principles.

/'s/ Arthur Andersen
LLP

March 26, 1997
New Yor k, New York
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[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU]
[BRIGHTMAN ALMAGOR & CO|]
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TO THE SHAREHOLDERS OF
EPSILON INVESTMENT HOUSE LTD.

We have audited the Consolidated Balance Sheet of EPSILON INVESTMENT HOUSE LTD., (an Israeli corporation) (hereinafter - "the
Company") and its subsidiary asat December 31, 1998 and 1997, and the related Consolidated Statements of Income, Comprehensive |ncome
and Changesin Shareholders Equity for each of the 3 yearsin the period ended December 31, 1998, trandated into U.S. Dollars. These

Financial Statements are the responsibility of the Company's Management. Our responsibility isto express an opinion on these Financia
Statements, based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards requirethat we plan and perform the audit
to obtain reasonable assurance whether the Financial Statements are free of material misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the Financial Statements. Anaudit alsoincludes ng the accounting principles used
and significant estimates made by Management as well as evaluating the overall Financial Statements presentation. We believe that our audit
provides a reasonable basis for our opinion.

The Statement of Cash Flows for the period has not been included in the Financial Statements.

In our opinion, the nominal Financia Statementsin NIS, whichwere the base of thetrandation of the Financial Statements asreferred to above,
present fairly, in all material respects, the financial position of the Company and its subsidiary, as at December 31, 1998 and 1997, theresults
of their operations and the changes in their shareholders' equity, for each of the 3 yearsin the period ended December 31, 1998, in conformity
with generally accepted accounting principles, which arenot substantialy different fromthose followed in the United States.

Also, in our opinion, the translated amounts in the accompanying Consolidated Financia Statementstrandated into U.S. Dollars have been
computed on the basis set forth in Note 2.2 to the Consolidated Financial Statements.

/'s/ Brightman, Al magor &
Co.

BRI GHTMAN, ALMAGOR & CO.
Certified Public

Account ant s

Tel-Aviv, March 24, 1999
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[LETTERHEAD OF PORAT & CO|]
CERTIFIED PUBLIC ACCOUNTANTS(lsr.)
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
Certified Public Accountants (Isr.)
OF
HOD HASHARON SPORT CENTER (1992) LIMITED PARTNERSHIP

We have audited the balance sheet of Hod Hasharon Sport Center (1992) Limited Partnership asat December 31, 1998 and 1997, andthe
related statements of income, partners capital and cash flowsfor each of thethree yearsin the period ended December 31, 1998, expressed in
New Israel Shekels. Thesefinancial statements are the responsibility of the partnership management.

Our responsibility isto express an opinion on these financial statements based on our audit. We conducted our auditsin accordance with
generally accepted auditing standards, includingthose prescribed under the Auditors Regulations (Auditor's Mode of Performance), 1973 and,
accordingly we have performed such auditing procedures aswe considered necessary in the circumstances. For purposes of these financial
statementsthere is no material difference between generally accepted Isragli auditing standards and auditing standards generally accepted in the
U.S. These standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free
of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements. An audit alsoincludes ng the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basisfor our opinion.

The above statements have been prepared on the basis of historical cost as adjusted for the changesin the genera purchasing power of the
Israel currency in accordance withopinions issued by the Instituteof Certified Public Accountantsin Isragl.

Condensed statementsin historical values which formed the basis of the adjusted statements appear in Note 19 to the financia statements.
These amounts have been trandated into U.S. dollars using the method described in Note 2D.
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[LETTERHEAD OF PORAT & CO.]
CERTIFIED PUBLIC ACCOUNTANTS(ISR.)

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
OF
HOD HASHARON SPORT CENTER (1992) LIMITED PARTNERSHIP

In our opinion, based on our audit the above mentioned financial statements present fairly the financia position of the partnership as at
December 31, 1998 and 1997, the results of its operations, the changes in partners capital and cash flows for each of the three years in the
period ended December 31, 1998, in conformity with accounting principles generally accepted in Israel, consistently applied. Also, in our
opinion, the financial statementsbased on nominal data (Note 19) present fairly, in conformity with generally accepted accounting principles,
the financial position of the partnership as at December 31, 1998 and 1997, and the results of its operations, the changesin partners capital and
its cash flowsfor each of the three yearsin the period ended December 31, 1998, on the basisof the historical cost convention.

Pursuant to section 211 of the companies ordinance (new version) 1983, we statethat we have obtained all the information and explanations we
have required and that our opinion on the aforementioned financial statementsis given to the best of our information and the explanations
received by usand as shown by the books of the company.

Porat and Co.

/s/ Porat and Co.
Certified Public Accountants

(Isr.)

Ramat Gan, March 1,1999
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[LETTERHEAD OF ERNST & YOUNG]
[KOST FORER & GABBAY]
REPORT OF INDEPENDENT AUDITORS
TO THE SHAREHOL DERS OF
MIVNAT HOLDING LTD.

We have audited the accompanying balance sheets of Mivnat Holding Ltd. ("the Company") asof December 31, 1998 and 1997 and its
subsidiaries ("the Consolidated") as of December 31, 1997 and the statements of income, changesin shareholders' equity and cash flows - the
Company and the Consolidated - for each of the three yearsin the period ended December 31, 1998. Thesefinancia statementsare the

responsibility of the Company'sboard of directors and management. Our responsibility isto express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in Israel, including those prescribed by the Israeli Auditors
Regulations (Maode of Performance), 1973, which do not differ in any significant respect from generally accepted auditing standards in the
United States. These standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the financial statements
are free of material misstatement, either originating withinthe financial statementsthemselves or dueto any misleading statement included
therein. Anaudit includes examining, on atest basis, evidence supporting the amounts and disclosuresin thefinancia statements. An audit also
includes ng the accounting principles used and significant estimates made by the Company'shoard of directors and management, as well
as evaluating the overall financia statement presentation. We believe that our audits provide a reasonable basisfor our opinion.

The aforementioned financia statements have been prepared on the basis of the historical cost adjusted to reflect the changes in the general
purchasing power of the Isragli currency, as required by the Statements of the Institute of Certified Public Accountants in Israel.

A summary of the Company'sfinancial statementsin nomina (historical) Isragli shekelswas not presented in these financia statements.

In our opinion, except for the matter described in the preceding paragraph, thefinancial statements referred to above present fairly, inall
meaterial respects, the financial position of the Company as of December 31, 1998 and 1997 and of the Consolidated as of December 31, 1997
and the related results of operations, changes in shareholders equity and cash flows- the Company and the Consolidated - for each of three
yearsin the period ended December 31, 1998, in conformity with generally accepted accounting principlesin Isragl. Also, in our opinion, the
consolidated financia statements based on nominal data (Note 26) present fairly, in all material respects, the consolidated financial position as
of December 31, 1997, andthe related consolidated results of operations and changes in shareholders equity for each of the threeyears inthe
period ended December 31, 1998, in conformity with generally accepted accounting principles in Israel, on the basis of the historical cost
convention.

Accounting principles generally accepted in Israel differ in certain respects from accounting principles generally accepted in the United States.
Financial statements based on the application of thelatter and their trandlation into U.S. dollarsbased on the principles set forth in SFAS 52,
are presented in Note 26 to thefinancia statements.

Pursuant to Section 211 of the Companies Ordinance (New Version) 1983, we hereby statethat we havereceived al theinformation and

explanations which we have requested and that our opinion on theabove financial statementsis given based on the best of the information and
explanations which we received and as reflected in thebooks of the Company.

/sl Kost Forer & Gabbay

Tel - Aviv, |srael KOST FORER & GABBAY
March 7, 1999 Certified Public Accountants
(lIsrael)
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[LETTERHEAD OF HAGGAI WALLENSTEIN, DOV & CO.]
AUDITORS REPORT
TO THE SHAREHOLDERS OF
MORIAH HOTELSLTD.

We have audited the accompanying consolidated balance sheets of Moriah HotelsLtd. (an Israeli corporation) (hereinafter - the company) and
its subsidiaries as at December 31, 1998 and 1997, and the related consolidated statements of income (10ss), changes in shareholders equity and
cash flows for each of the three years in the period ended December 31, 1998, expressed in US dollars. These financia statementsare the
responsibility of the board of directors and company's management. Our responsibility isto express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require that weplan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement. Anaudit includes examining, on atest
basis, evidence supporting the amountsand disclosures in the financial statements. Anaudit a so includes assessing the accounting principles
used and significant estimates made by the company'sboard of directors and management, aswell as evaluating the overall financial statements
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financia statementsreferred to above present fairly, in all material respects, the financial position of Moriah Hotels Ltd. and
its subsidiaries as at December 31, 1998 and 1997, and the results of their operations, changes in their shareholders' equity and cash flows for
each of thethree yearsin the period ended December 31, 1998, in conformity withgenerally accepted accounting principles in Isragl, which
differ in certain respects from those followed in the United States (see note 1 to the consolidated financial statements).

Also, in our opinion, the trandlated amounts in the accompanying consolidated financial statementstransated into US dollars have been
computed on the basis set forth in note 1a. to the consolidated financial statements.

/s/ HAGGAI WALLENSTEIN, DOV & CO
HAGGAI WALLENSTEIN, DOV & CO
Certified Public Accountants
(Isr.)
Ramat - Gan,
March 14, 1999
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[LETTERHEAD OF HAFT & HAFT & CO.
INCL. STRAUSS, LAZER & COJ]

NIRLTD.
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
SPECIAL PURPOSE STATEMENT

We have audited the accompanying balance sheets of Nir Ltd. asat December 31, 1996 and 1995, the related statements of profit and loss, the

statement of changes in shareholders' equity andthe statement of cash flows for each of the three years in the period ended December 31, 1996,
expressed in New Israeli Shekels. These financia statements are the responsibility of the Company'sBoard of Directors and management. Our

responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Auditors Regulations
(Auditor's Maode of Performance), 1973. For purposes of these financial statements, thereis no material difference between generally accepted
Israeli auditing standards and auditing standards generally accepted in the U.S. These standards require that we plan and perform the audit to
obtain reasonable assurance about whether thefinancial statements are free of material misstatement, whether originating in an error in the
financial statementsor misstatement contained therein. Anaudit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principlesused and significant estimates made by the
Board of Directors and management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

The aforementioned financial statements have been prepared on the basis of historical cost adjusted to reflect changes in thegenera purchasing
power of the Isragl currency in accordance with pronouncementsissued by the Institute of Certified Public Accountantsin Isragl. Condensed
nominal Israeli currency data, on thebasis of which the adjusted financial statementswere prepared, is presented in Note 17.

In our opinion, the financia statements present fairly, in all material respects, the financial position of the Company as at December 31, 1996
and 1995, the results of its operations, changes in shareholders' equity and cash flowsfor each of thethree yearsin the period ended December
31, 1996, in accordance with generally accepted accounting principles.

Alsoin our opinion, thefinancial statements based on nominal data (Note 17) present fairly, in nominal terms, the financial position of the
Company as at December 31, 1996 and 1995, and theresults of it operations, the changesin shareholders' equity, andits cash flows for each of
the three yearsin the period ended December 31, 1996, on the basis of the historical cost convention.
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Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.

The dataregarding the method of trandation to U.S. dollars and the abovementioned differences are summarized in Note 17E to the financial
statements.

Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we hereby state that we received al of the information and
explanations which we requested and that our opinion on the financial statementsis given based on the best of theinformation and explanations
whichwe received and asreflected in the books of the Company.

/s/ HHS L HAFT & HAFT & CO
HHS L Haft & Haft & Co.
Certified Public Accountants

(Isr.)

March 10, 1997
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[LETTERHEAD OF PRICEWATERHOUSECOOPERS]
[KESSELMAN & KESSELMAND]
REPORT OF INDEPENDENT AUDITORS
TO THE SHAREHOLDERS OF
OPHIR HOLDINGSLTD.

We have audited thefinancial statements of Ophir Holdings Ltd. (hereafter - the Company) and the consolidated financial statements of the
Company and its subsidiaries: balance sheets as of December 31, 1998 and 1997 and the related statements of income, changesin shareholders
equity and cash flows for each of the three years in the period ended December 31, 1998. These financia statements arethe responsibility of the
Company'sBoard of Directors and management. Our responsibility isto express an opinion on these financial statementsbased on our audits.

Wedid not audit the financial statements of certain subsidiaries, whose assets constitute approximately 25% and 22% of total consolidated
assets as of December 31, 1998 and 1997, respectively, and whose revenues constitute approximately 21%, 11% and 13%, of total consolidated
revenues and gainsfor the yearsended December 31, 1998, 1997 and 1996, respectively. We did not audit thefinancial statements of certain
associated companies, the Company'sinterest in which asreflected in the balance sheetsas of December 31, 1998 and 1997 is adjusted NIS
426,127,000 and adjusted NIS 197,862,000, respectively, and the Company's sharein excess of profits over losses of whichisa net amount of
adjusted N1S5,237,000 in 1998, adjusted NIS 8,246,000 in 1997 and adjusted NIS 11,254,000 in 1996. The financia statements of those
subsidiaries and associated companies were audited by other independent auditors whose reports have been furnished to us, and our opinion,
insofar asit relatesto amounts included for those companies, is based solely on thereports of the other independent auditors.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed by the Israeli Auditors (Mode of
Performance) Regulations, 1973. Those standards requirethat we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement, either due to error or to intentional misrepresentation. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosuresin thefinancia statements. An audit also includes assessing the accounting
principles used and significant estimates made by the Company'sBoard of Directors and management, as well asevaluating the overall financial
statement presentation. We believe that our audits and the reports of the other independent auditors provide afair basisfor our opinion.
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[2ND PAGE LETTERHEAD OF PRICEWATERHOUSECOOPERS]

The aforementioned financial statements have been prepared on the basis of historical cost adjusted to reflect the changesin the general
purchasing power of Isragli currency, in accordance with pronouncements of the Institute of Certified Public Accountantsin Israel. Condensed
nominal Israeli currency data of the Company, on the basis of whichits adjusted financial statementswere prepared, are presented in note 15.

In our opinion, based upon our audits and the reports of the other independent auditors, the af orementioned financia statements present fairly,
inall material respects, thefinancial position - of the Company and consolidated - as of December 31, 1998 and 1997 and the results of
operations, changesin shareholders equity and cash flows- of the Company and consolidated - for each of thethree yearsin the period ended
December 31, 1998, in conformity with accounting principles generally accepted in Isragl. Also, in our opinion, the abovementioned financial
statements have been prepared in accordance with the Isragli Securities (Preparation of Annual Financial Statements) Regulations, 1993.

Accounting principles generally accepted in Israel differ in certain respects from accounting principles generally accepted in the United States.
The application of thelatter would have affected the determination of nominal historical netincome and shareholders' equity to the extent
summarized in note 16.

The special condensed consolidated financial statementswhich are presented in note 16 have been trandated into U.S. dollars for the
convenience of one of the Company's shareholders, in accordance with the principles set forthin Statement of Financial Accounting Standard
No. 52 of theFinancial Accounting Standards Board of the United States. In our opinion, the trand ation has been properly made.

/' s/ KESSELMAN & KESSELNMAN
Tel - Aviv, |srael Kessel man & Kessel man
March 11, 1999 Certified Public Accountants

(Isr.)
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[LETTERHEAD KPMG BRAUDE BAVLY]

AUDITORS REPORT TO THE SHAREHOLDERS OF
ORLITE INDUSTRIES (1959) LTD

We have audited the balance sheets of OrliteIndustries (1959) Ltd (hereinafter - the Company) at 31 December 1996 and 1995 and the related
statements of income, shareholder's equity and cash flowsfor each of the three years ended 31 December 1996, 1995 and 1994, expressed in
New lsragli Shekels (hereinafter NIS). These financia statements are theresponsibility of the Company's management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Auditors Regulations
(Auditors Mode of Performance), 1973, and, accordingly we have performed such auditing procedures as we considered necessary in the
circumstances. For purposes of these financial statements thereis no material difference between generally accepted Isragli auditing standards
and auditing standards generally accepted in the US. These standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement an audit includes examining, on atest basis, evidence supporting the
amounts and disclosures in thefinancial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management as well as evaluating the overall financial statement presentation. We believe that our audits provide areasonable basis
for our opinion.

The above statements have been prepared on the basis of historical cost as adjusted for the changesin the genera purchasing power of the
Isragli currency in accordance with opinions issued by the Institute of Certified Public Accountantsin Isragl.

In our opinion, based on our audit, the above mentioned financial statements present fairly the financial position of the Company at 31
December 1996 and 1995 and theresults of its operations, the changesin shareholders' equity and cash flowsfor each of the three years ended
31 December 1996, 1995 and 1994, in conformity withaccounting principles generally accepted in Isragl, consistently applied.

Also, in our opinion, based on our audit, thefinancial statements of the company, on thebasis of historical cost convention, present fairly the
financial position of the Company at 31 December 1996 and 1995 and the results of its operations, the changesin shareholders equity for each
of thethree yearsended 31 December 1996, 1995 and 1994, in conformity with accounting principles generally accepted in Isragl, consistently

applied.

Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.
The application of thelatter would have affected the determination of historical net incomeand shareholders' equity to the extent summarizedin
Note 23 to thefinancia statements.

These financial statements have been prepared in accordance with the Securities Regulations (Preparation of Financial Statements), 1993.

/ s/ BRAUDE
BAVLY
BRAUDE BAVLY
CPA

24 February 1997
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[LETTERHEAD OF KPMG BRAUDE BAVLY]
-1-
AUDITORS REPORT TO THE SHAREHOL DERS
OF
ORTEK LIMITED

We have audited the accompanying balance sheets of Ortek Limited (the "Company") as at December 31, 1997 and 1996, and the statements of
income, changes in shareholders equity and cash flowsfor each of thethree yearsin the period ended December 31, 1997. These financial
statements are the responsibility of the Company'sboard of directors and management our responsibility isto express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including standards prescribed by the Auditors (Modes of
Operation) Regulations, 1973, which auditing standards are identical in all material respects to generally accepted auditing standards in the
United States. Those standards requirethat we plan and perform the audit to obtain reasonable assurance about whether thefinancial statements
are free of material misstatement, whether due to error in the financial statements or anything misleading therein. An audit includes examining,
onatest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by the board of directors and the management, aswell as evaluating the overall financial
statement presentation. We believe that our audits provide afair basisfor our opinion.

The above financial statements are prepared on thehistorical cost basis adjusted for changesin thegenera purchasing power of the Isragli
currency according to Opinions of the Institute of Certified Public Accountantsin Isragl. Condensed nominal data, on thebasis of which the

adjusted financial statementswere prepared, are presented in Note 24. These amounts have been translated into U.S. dollars using the method
describe in the Note to the accompanying financial statementsin U.S. dollars.

In our opinion, the above financia statements present fairly, in al materia respects, thefinancial position of the Company asat December 31,
1997 and 1996 and the results of operations, the changes in shareholders' equity and the cash flows for each of the yearsthen ended, in
conformity with generally accepted accounting principles in Isragl, which differ in onerespect from generally accepted accounting principlesin
the United States (see Note 3 to these financia statements).

Pursuant to Section 211 of the Companies Ordinance (New Version), 1983, we statethat we have obtained all the information and explanations

we required and that our opinion on the above financia statements is given according to the best of our information and the explanations
received by usand as shown by the records of the Company.

/'s/ BRAUDE
BAVLY
Braude Bavly

Te Aviv, March 1, 1998
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[LETTERHEAD OF SHLOMO ZIV & CO.]
AUDITORS REPORT
TO THE SHAREHOLDERS OF
PARADISE INDUSTRIESLTD.

We have audited the balance sheets of Paradise Industries Ltd. (“the Company") as of December 31, 1997 and 1996 and therelated statements
of operation, statements of changesin shareholders' equity and the statements of cash flowsfor each of thethree years, thelatest ended
December 31, 1997. These financial statements arethe responsibility of the Company'sBoard of Directors and management. Our responsibility
isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Isragli Auditors
Regulations, (Auditor's Mode of Performance) - 1973. Those standards require that weplan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement, either originating withinthe financia statementsthemselves,
or due to any misleading statement included therein. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principlesused and significant estimates made by the
Board of Directors and management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

The aforementioned financial statements have been prepared on the basis of historical cost as adjusted for the changesin the general purchasing
power of the Isragli currency, in accordance with pronouncements of the Institute of Certified Public Accountantsin Israel. Condensed
statementsin historical values whichformed the basis of the adjusted statements appear in Note 26 to the financial statements.

In our opinion, the abovementioned financial statements present fairly, in accordance withgenerally accepted accounting principles, in all
material respects, the financia position of the Company as at December 31, 1997 and 1996 and the results of its operations, the changesin its
shareholders equity and cash flowsfor each of the three years, thelatest ended December 31, 1997. Similarly, in our opinion, the
abovementioned Financia Statements have been prepared in accordance withthe Isragli Securities Regulations (Preparation of Annual
Financial Statements) 1993.

Without qualifying our aforementioned opinion, we draw your attention to Note 24, regarding a fire which broke out in the Company's factory
and the action of the Company's management in connection with the reconstruction of the factory and renewal of operations.

Shlomo Ziv & Co.

/sl
Certified Public Accountants
(Isr.)

Tel-Aviv, February 24, 1998
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[LETTERHEAD OF FAHN, KANNE & CO|]
Number: 990

AUDITORS REPORT TO THE SHAREHOLDERS OF
RED SEA MARINELAND HOLDING (1973) LTD.

We have audited the balance sheet of Red Sea Marineland Holding (1973) Ltd. as of December 31, 1996. These financial statementsare the
responsibility of the Company's management.

Our responsibility isto express an opinion on these financial statements based on our audits. We conducted our auditsin accordance with
generally accepted auditing standards, includingthose prescribed under the Auditors Regulations (Auditor's Mode of Performance), 1973 and
accordingly, we have performed such auditing procedures as we considered necessary in the circumstances. For purposes of these financial
statements, thereis no material difference between generally accepted Isragli auditing standards and auditing standards generally accepted in
the U.S. These standards require that weplan and perform the audit to obtain reasonable assurance that the financia statements are free of
material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial
statements. An audit aso includes assessing the accounting principles used and significant estimates made by management as well as evaluating
the overall financial statement presentations. We believe that our audits provide a reasonable basis for our opinion.

Information as to the effect of the changesin thegeneral purchasing power of the Isradli currency on thefinancial statementsin accordance with
opinions of thelnstitute of Certified Public Accountantsin Isragl, has not been includedin the above statements.

In our opinion, except for theomission of the information referred to in the preceding paragraph, the above Balance Sheet present fairly, in
conformity with generally accepted accounting principles, thefinancial position of the Company as at December 31, 1996, on the basis of the
historical cost convention.

Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we state that we have obtained all the information and explanations
we have required and that our opinion on the above Balance Sheet is given according to the best of our information and the explanations
received by usand as shown by the books of the Company.

s/ FAHN, KANNE & CO
Fahn, Kanne & Co.
Certified Public Accountants

(Isr.)

Tel Aviv, Isragl, March 17, 1997
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[LETTERHEAD OF FAHN, KANNE & CO|]
Number: 991

AUDITORS REPORT TO THE SHAREHOLDERS OF
RED SEA UNDERWATER OBSERVATORY LTD.

We have audited the balance sheet of Red Sea Underwater Observatory Ltd. (hereinafter: "the Company™) and the consolidated balance sheet of
the Company andits subsidiaries as of December 31, 1996, and the related consolidated and company statements of income, changes in
shareholders equity and cash flowsfor the year then ended, expressed in New Isragli Shekels. These financial statements are the responsibility
of the Company's management.

Our responsibility isto express an opinion on these financia statements based on our audits. We conducted our auditsin accordance with
generally accepted auditing standards, includingthose prescribed under the Auditors Regulations (Auditor's Mode of Performance), 1973. For
purposes of these financial statements, thereis no material difference between generally accepted Israeli auditing standards and auditing
standards generally accepted in the U.S. These standards requirethat we plan and perform the audit to obtain reasonable assurance that the
financial statements are free of material misstatement, whether accidental or intentional. Anaudit includes examining, on atest basis, evidence
supporting the amounts and disclosuresin the financial statements. Anaudit also includes assessing the accounting principles used and
significant estimates made by management as well as evaluating the overall financial statement presentation. We believe that our audits provide
areasonable basis for our opinion.

The above statements were prepared on thebasis of historical cost asadjusted for changes in the general purchasing power of thelsragli shekel,
in accordance with opinionsissued by the Ingtitute of Certified Public Accountantsin Isragl.

Condensed statements of the Company in historical values, which formed the basis of the adjusted statements, appear in Note 14 to the financial
statements. These amounts were translated into U.S. dollars using the method described in Note 15.

The financia statements of subsidiaries operating abroad, whose assets constitute approximately 62% of the total assets contained in the
consolidated balance sheet and whose sales constitute approximately 37% of the total revenues contained in the consolidated statement of
income for theyear ended December 31, 1996, were audited by other auditors.

In our opinion, based on our audit and the reports of other auditors, as mentioned above, thefinancia statements present fairly the financial
position of the Company and Consolidated as of December 31, 1996, and the results of operations, changesin shareholders' equity and cash
flowsfor the Company and Consolidated for the year then ended, in conformity with accounting principles generally accepted in Isragl,
consistently applied. Also, in our opinion, the financial statements based on nominal data (Note 14) present fairly, in conformity with generally
accepted accounting principles, the financial position of the Company asof December 31, 1996 and the results of its operations for the year
ended December 31, 1996, on thebasis of the historical cost convention.

In addition, in our opinion, the condensed financial statements trandated into U.S. Dollars (Note 15) are presented fairly in conformity with
SIFA.S. 52.

/s/ FAHN, KANNE & CO.
Fahn, Kanne & Co.
Certified Public Accountants
(Isr.)

Te Aviv, |srael, March 17, 1997
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[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU]
[BRIGHTMAN ALMAGOR & CO|]
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
TO THE SHAREHOLDERS OF

RENAISSANCE INVESTMENT CO.LTD

We have audited the Balance Sheet of RENAISSANCE INVESTMENT CO.LTD., (an Isragli corporation) (hereinafter - "the Company") as at
December 31, 1998 and 1997, and the related Statements of Income, comprehensive income and Changes in Shareholders Equity for each of
the 3years in theperiod ended December 31, 1998, trandated into US Dollars. These Financia Statements are the responsibility of the
Company's Management. Our responsibility isto express anopinion on these Financial Statements, based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. These standards require that we plan and perform the audit
to obtain reasonable assurance whether to Financial Statements are free of material misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the Financial Statements. An audit also includes assessing the accounting principles used
and significant estimates made by Management as well as evaluating the overall Financial Statements presentation. We believe that our audit
provides a reasonable basis for our opinion.

The Statement of Cash Flows for the period has not been included in the Financial Statements.

In our opinion, the nominal Financia Statementsin NIS., which were the base of the trandation of the Financial Statements as referred to
above, present fairly, in al material respects, the financial position of the Company, asat December 31, 1998 and 1997, the results of their

operations and the changesin their shareholders' equity, for each of the 3 yearsin the period ended December 31, 1998, in conformity with
generally accepted accounting principles, which arenot substantially different from thefollowed in the United States.

Also, in our opinion, the trandlated amounts in the accompanying Financial Statements translated into US Dollar have been computed on the
basis set forth in Note 2.2 to the Financia Statements.

/ s/ BRI GHTMAN, ALMAGOR &
CO.

BRI GHTMAN, ALMAGOR & CO.,
Certified Public

Account ant s

Tel-Aviv, March 24, 1999
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[LETTERHEAD OF ERNST & YOUNG]
[KOST FORER & GABBAY]

Messrs. Ampal LTD

Re: Financia statements of Shmay-Bar Real Estate 1993 Ltd.
("the Company") trandated into U.S. dollars

Asyou know, the Company publishesin Israel financial statementsin NIS adjusted to the changesin the Consumer Price Index, in accordance

with Statements of the Institute of Certified Public Accountantsin Isragl. These primary annual financial statements of the Company for the
years 1998 and 1997, which wereaudited by us, and on which we expressed our opinion on February 18, 1999, have been provided to you.

We have audited the accompanying trandated U.S. dollar balance sheetsof the Company as of December 31, 1998 and 1997, and therelated
trandated U.S. dollar statements of income for each of thethree yearsin the period ended December 31, 1998. These financia statements are
the responsibility of the Company's management. Our responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed by the Israeli Auditors
Regulations (Maode of Performance)(Israel), 1973, which do not differ in any significant respect from United States generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statementsare
free of material misstatement, either originating withinthe financial statementsthemselves, or due to any misleading statement included therein.
An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
ng the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

The aforementioned translated U.S. dollar financial statements have been prepared on the basis of nomina NIS historical cost. Disclosure of the
effect of the changesin the general purchasing power of thelsradi currency inthe financial statements as stated in the Opinions of the Institute
of Certified Public Accountantsin Israel, has not been included in the above mentioned statements.

Full financial statement disclosures and statements of cash flowsthat are as required by generally accepted accounting principles have not been
presented and as such, thetranslated U.S. dollar financial statements mentioned above areto be read in conjunction with the primary annual
audited financial statements of the Company, as of December 31, 1998 and their accompanying Notes.
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[LETTERHEAD OF ERNST & YOUNG]
[KOST FORER & GABBAY]

In our opinion, except for the effects of the mattersdiscussed in the preceding paragraphs, the translated U.S. dollar financia statements
referred to above present fairly, in al material respects, the trandated U.S. dollar financia position of the Company as of December 31, 1998
and 1997, and the related translated U.S. dollar results of its operations for each of thethree yearsin the period ended December 31, 1998, in
conformity with generally accepted accounting principles in Isragl. As applicable to the Company's financia statements, accounting principles
generally excepted in the United Statesand in Israel are substantially identical in all material respects.

Also, in our opinion, the trandation of the aforementioned nominal figuresinto U.S. dollars was made in accordance with the principles set
forth in SFAS 52, see Note 2.

The aforementioned financial statements are designated solely for you as shareholders of the Company, are not to be published or deliveredto
others.

Sincerely,

/sl KOST, FORER and GABBAY
KOST, FORER and GABBAY
Certified Public Accountants
(Israel)
Tel - Avi v, |srael
February 18, 1999
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[LETTERHEAD OF ERNST & YOUNG]
[KOST FORER & GABBAY]

Messrs. Ampal LTD

Re: Financial Statements of Shmay-Bar (T.H.) 1993 Ltd.
("the Company") trandated into U.S. dollars

Asyou know, the Company publishesin Israel financial statementsin NIS adjusted to the changesin the Consumer Price Index, in accordance

with Statements of the Institute of Certified Public Accountantsin Isragl. These primary annual financial statements of the Company for the
years 1998 and 1997, which wereaudited by us, and on which we expressed our opinion on February 18, 1999, have been provided to you.

We have audited the accompanying trandated U.S. dollar balance sheetsof the Company as of December 31, 1998 and 1997, and therelated
trandated U.S. dollar statements of income for each of thethree yearsin the period ended December 31, 1998. These financia statements are
the responsibility of the Company's management. Our responsibility isto express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed by the Israeli Auditors
Regulations (Maode of Performance)(Israel), 1973, which do not differ in any significant respect from United States generally accepted auditing
standards. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statementsare
free of material misstatement, either originating withinthe financial statementsthemselves, or due to any misleading statement included therein.
An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
ng the accounting principles used in and significant estimates made by management, as well as evaluating theoverall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

The aforementioned translated U.S. dollar financial statements have been prepared on the basis of nomina NIS historical cost. Disclosure of the
effect of the changesin the general purchasing power of thelsradi currency inthe financial statements as stated in the Opinions of the Institute
of Certified Public Accountantsin Israel, has not been included in the above mentioned statements.

Full financial statement disclosures and statements of cash flowsthat are as required by generally accepted accounting principles have not been
presented and as such, thetranslated U.S. dollar financial statements mentioned above areto be read in conjunction with the primary annual
audited financial statements of the Company, as of December 31, 1998 and their accompanying Notes.
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[LETTERHEAD OF ERNST & YOUNG]
[KOST FORER & GABBAY]

In our opinion, except for the effects of the mattersdiscussed in the preceding paragraphs, the translated U.S. dollar financia statements
referred to above present fairly, in al material respects, the trandated U.S. dollar financia position of the Company as of December 31, 1998
and 1997, and the related translated U.S. dollar results of its operations for each of thethree yearsin the period ended December 31, 1998, in
conformity with generally accepted accounting principles in Isragl. As applicable to the Company's financia statements, accounting principles
generally excepted in the United Statesand in Israel are substantially identical in all material respects.

Also, in our opinion, the trandation of the aforementioned nominal figuresinto U.S. dollars was made in accordance with the principles set
forth in SFAS 52, see Note 2.

The aforementioned financial statements are designated solely for you as shareholders of the Company, are not to be published or deliveredto
others.

Sincerely,

/ s/ KOST, FORER and GABBEY
KOST, FORER and GABBEY
Certified Public Accountants
(Israel)
Tel - Avi v, |srael
February 18, 1999
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[LETTERHEAD OF BDO ALMAGOR & CO|]
REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Shareholders of
Teledata Communications Ltd.

We have audited the accompanying consolidated balance sheets of Teledata Communications Ltd. (the "Company") at December 31, 1996 and
1995 and therelated statements of operations, shareholders equity and cash flowsfor each of thethree yearsin the period ended December 31,
1996. These financia statements are the responsibility of the Company's management. Our responsibility isto express anopinion on these
financial statementsbased on our audits.

Wedid not audit the financial statements of a consolidated subsidiary, whose assets constitute approximately 5% and 2% of thetotal
consolidated assets at December 31, 1996 and 1995, respectively, and whosetotal revenuesconstitute approximately 11%, 13% and 22% of the
consolidated total revenues for the years ended December 31, 1996, 1995 and 1994, respectively. Those statements were audited by other
accountants whose reports have been furnished to us, and our opinion expressed herein, insofar as it relates to the amounts included for the
abovementioned subsidiary, isbased solely on the reports of such other auditors.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed by the Auditors (Mode of
Performance) Regulations (Isragl), 1973. Such auditing standards are substantially identical to generally accepted auditing standards in the
United States. Those standards requirethat we plan and perform the audit to obtain reasonable assurance about whether thefinancial statements
are free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in thefinancial
statements. An audit alsoincludes ng the accounting principles used and significant estimates made by the management, as well as
evaluating theoverall financial statements presentation. We believe that our audits and the reports of the other auditors provide a reasonable
basisfor our opinion.

In our opinion, based on our audit and the reports of other independent auditors asstated above, the aforementioned consolidated financial
statements present fairly, in all material respects, the consolidated financia position of the Company and its subsidiaries at December 31, 1996
and 1995 and the consolidated results of their operations and their cash flowsfor each of the three yearsin the period ended December 31,
1996, in conformity with accounting principlesgenerally accepted in the United States.

/'s/ BDO ALMAGOR & CO.
BDO Al magor & Co.

Certified Public
Account ant s

Ramat-Gan, |sragl,
February 16, 1997
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[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU]
[BRIGHTMAN ALMAGOR & CO|]
AUDITORS REPORT

TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF
TRINET INVESTMENTSIN HIGH-TECH LTD.

We have audited the accompanying balance sheets of Trinet Investmentsin High-Tech Ltd. ("the Company") as of December 31, 1998 and
1997, and the related statements of operations and changesin shareholders' deficiency for each of the three years in the period ended December
31, 1998. These financia statements are theresponsibility of the Company's Board of Directors and management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards in Isragl, including those prescribed under the Auditors
Regulations (Auditor's Mode of Performance) - 1973, which, for purposes of these financia statements, are substantially identical to generally
accepted auditing standards in the U.S. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includesexamining, on atest basis, evidence supporting the
amounts and disclosures in thefinancial statements. An audit also includes assessing the accounting principles used and significant estimates
made by the Board of Directors and management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide areasonable basis for our opinion.

The aforementioned financial statements have been prepared on the basis of historical cost, adjusted to reflect changesin the general purchasing
power of the Isragli currency in accordance with pronouncements of theInstitute of Certified Public Accountantsin Isragl. Condensed nominal
Isradli currency data, on thebasis of whichthe adjusted financial statements of the Company were prepared, is presented in Note 8.

In our opinion, the aforementioned financial statements present fairly, in all material respects, the financial position of the Company as of
December 31, 1998 and 1997, and the results of its operations and changesin shareholders deficiency for each of thethree yearsin the period
ended December 31, 1998, in accordance with generally accepted accounting principlesin Isragl.
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Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we hereby state that we received all the information and
explanations which we requested and that our opinion on the financial statementsis given based on the best of theinformation and explanations
whichwe received and asreflected in the books of the Company.

The financia information presentedin U.S. dollarsand in accordance with generally accepted accounting principles in the United Statesis
based on nominal historical amountsin Israeli currency and is presented in Note 9to thefinancia statements.

/'s/ BRI GHTMAN BAR- LEVAV FRI EDMAN &
Co.

Bri ght man Bar-Levav Friedman & Co.
Certified Public Accountants

Tel Aviv, February 21, 1999
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[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU]
[BRIGHTMAN ALMAGOR & CO|]

AUDITORS REPORT
TO THE BOARD OF DIRECTORS AND SHAREHOLDERS OF
TRINET VENTURE CAPITAL LTD.

We have audited the accompanying balance sheets of Trinet Venture Capital Ltd. ("the Company") as of December 31, 1998 and 1997, and the
related statements of operations, changes in shareholders' deficiency for and cash flowseach of thethree yearsin the period ended December
31, 1998. These financia statements are theresponsibility of the Company's Board of Directors and management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards, including those prescribed under the Auditors Regulations
(Auditor's Maode of Performance) - 1973, which, for purposes of these financial statements, are substantially identical to generally accepted
auditing standards in the United States. Those standards require that we plan and perform theaudit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includesexamining, on atest basis, evidence supporting the
amounts and disclosures in thefinancial statements. An audit also includes assessing the accounting principles used and significant estimates
made by the Board of Directors and management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide areasonable basis for our opinion.

Wedid not audit the financia statements of certain subsidiaries and affiliates, the investmentsin which are recorded using the equity method of
accounting. These financial statementswere audited by other auditors whose reports have been furnishedto usand our opinion, insofar as it
relates to theamountsincluded for the foregoing subsidiaries and affiliates, is based solely upon the reports of the other auditors.

The aforementioned financial statements have been prepared on the basis of historical cost, adjusted to reflect changesin the general purchasing
power of the Isragli currency in accordance with pronouncements of the Ingtitute of Certified Public Accountantsin Israel. Condensed nominal
Israeli currency data, on thebasis of whichthe adjusted financial statements of the Company were prepared, is presented in Note 11.
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In prior yearsthe Company did not prepare consolidated financial statementsto reflect a subsidiary held by the Company through December
31, 1997. Consolidated financial statements are required in accordance with Opinion No. 57 of thelnstitute of Certified Public Accountantsin
Isradl.

In our opinion, based on our audits and thereports of other auditors, except for omission of consolidated financial statementsthrough
December 31, 1997 as mentioned in the preceding paragraph, the aforementioned financial statements present fairly, in all material respects, the
financial position of the Company as of December 31, 1998 and 1997, and the results of operations, changes in shareholders' deficiency and
cash flows for each of the threeyears in the period ended December 31, 1998, in accordance with generally accepted accounting principlesin
Isradl.

Pursuant to Section 211 of the Companies Ordinance (New Version) - 1983, we hereby state that we received all the information and
explanations which we requested and that our opinion on the financial statementsis given based on thebest of theinformation and explanations
whichwe received and asreflected in the books of the Company.

The financia information in U.S. dollars and in accordance with generally accepted accounting principles in the United Statesis based on
nominal historical amountsin Isragli currency and is presented in Note 12. Such financial information includesinvestments valued at
$8,117,000 and $10,740,000 as of December 31, 1998 and 1997, respectively (98% and 97% of total assets, respectively), whose valueshave
been estimated by the Board of Directors and management in the absence of readily ascertainable market values. We have reviewed the
procedures used by the Board of Directors and management in arriving at their estimates of value of such investments and have inspected
underlying documentation, and, in the circumstances, webelieve the procedures are reasonable and the documentation appropriate. However,
because of the inherent uncertainty of valuation, those estimated values may differ significantly fromthe values that would have been used had
aready market for theinvestments existed, and the differences could be material.

/'s/ BRI GHTMAN BAR- LEVAV FRI EDVAN &
CO.

Bri ght man Bar-Levav Fri edman & Co.
Certified Public Accountants

Tel Aviv, March 10, 1999
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[LETTERHEAD OF KESSELMAN & KESSELMAN]
[COOPERS & LYBRAND]
AUDITORS REPORT
To theshareholders of
UD.S.ULTIMATE DISTRIBUTION SYSTEMSLTD.

We have audited thefinancial statements of U.D.S. Ultimate Distribution SystemsLtd. (hereafter - the Company) and the consolidated financial
statements of the Company andits subsidiary balance sheetsat December 31, 1996 and 1995 and statements of loss, change in shareholders
equity and cash flows for each of the yearsended on those dates. These financia statements are theresponsibility of the Company's Board of
Directors and management. Our responsibility isto express an opinion on thesefinancial statements based on our audits.

Our audits were performed in accordance with generally accepted auditing standards, including those prescribed by the Isragli Auditors (Mode
of Performance) Regulations, 1973. Those standards require that we plan and perform the audit to obtain reasonable assurance that the financial
statements are free of material misstatement, whether caused by an error in the financia statementsor by misleading information included
therein. Anaudit includes examining, on atest basis, evidence supporting the amounts and disclosuresin thefinancia statements. An audit also
includes ng the accounting principles used and significant estimates made by the Company'sBoard of Directors and management, as well
as evaluating the overall financial statement presentation. We believe that our audits provide afair basis for our opinion.

The aforementioned financial statements have been prepared on the basis of historical cost adjusted to reflect the changesin the general
purchasing power of Isragli currency, in accordance with Opinions of the Institute of Certified Public Accountantsin Israel. Condensed nominal
Israeli currency data, on the basis of whichthe adjusted financial statementswere prepared, are presentedin note 11.

In our opinion, the aforementioned financial statements present fairly, in al material respects, the financia position - of the Company and
consolidated - at December 31, 1996 and 1995 and the results of operations, changesin shareholders equity and cash flows- of the Company
and consolidated - for each of the yearsended on those dates, in conformity with generally accepted accounting principlesin Isragl.
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Accounting principles generally accepted in Israel differ in certain respectsfrom accounting principles generally accepted in the United States.
The application of thelatter would have no effect on the determination of nominal/historical netincome and shareholders' equity, see note 12.

The nominal Isragli currency consolidated data which are presented in note 12 have been trandated into U.S. dollars for the convenience of one
of the Company's shareholders, in accordance with the principles set forth in Statement No. 52 of the Financial Accounting Standards Board of
the United States. The trandlation hasbeen properly made.

Tel - Aviv, |srael / s/ KESSELMAN &
KESSEL VAN

March 5, 1997
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this
report to be signed on its behalf by the undersigned, thereunto duly authorized, on the 30th day of March, 1999.

AMPAL-AMERICAN ISRAEL CORPORATION

By: /s/ Yehoshua d eitnman

Yehoshua d eitman, Chief Executive Oficer

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended this report has been signed below by the following persons on

behalf of the Registrant and in the capacities indicated on March 30, 1999.

Si gnat ures Title

M chael Arnon Di r ect or

Benzi on Benbassat Di rect or

Yaacov Elinav Di rect or

Kenneth L. Henderson Di rector

Hllel Peled Di rector

Shi non Ravi d Di rector

Dani el Steinnetz Chai rman of the Board

of Directors and Director

Raz Steinnetz Di rector

/ s/ Yehoshua d eitman

1999
Yehoshua d eitnan, Chi ef Executive Oficer
(Principal Executive Oficer)

/'s/ Shl omo Mei chor

1999
Shl ono Mei chor, Vice President-Finance and
Treasurer (Principal Financial Oficer)

/s/ Alla Kanter

1999
Alla Kanter, Vice President-Accounting and
Controller (Principal Accounting Oficer)
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Exhibit 11
AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SCHEDULE SETTING FORTH COMPUTATION OF EARNINGS PER SHARE OF CLASSA STOCK
(Amountsin thousands, except per share data)

12/ 31/ 98 12/ 31/ 97 12/ 31/ 96
Wei ght ed average nunber of shares outstanding:
4% Preferred ... ... 176 186 196
6-1/2% Preferred ......... . . .. 944 981 1,028
O aSS A 23,911 23,742 20, 780
oMM o ottt e -- -- 2,769
BASI C EPS
I ncone (loss) from continuing
OPEI AL T ONS L oot ettt e e e e $ 1,840(1) $ 13,832(1) $ (7,724)(1)
Loss from discontinued operations ............. ..o -- -- (2,892)
Net income (10SS) ... ... $ 1,840 $ 13,832 $(10, 616)
Earni ngs (loss) per Cass A share:
Earnings (loss) from continuing
OPEI At i ONS .ottt e $ .08 $ .58 $ (.33)
Loss from discontinued operations ............. ..o -- -- (.12)

Earnings (loss) per dass Ashare ................. ... i

Shares used in calculation ........... .. . . . . 23,911 23,742 23, 549(2)
DI LUTED EPS
Incone (loss) fromcontinuing operations .............. ... ouu.nnn $ 1,841(3) $ 13, 925(3) $ (7,724)(1)
Loss fromdiscontinued operations ............ ..., -- -- (2,892)
Net i NCONME (1 0SS) .ttt e e $ 1,841 $ 13,925 $(10, 616)

Earni ngs (loss) per Cass A share:
Earni ngs (loss) from continuing

OPEI AT ONS .ttt $ .07 $ .50 $ (.33)

Loss from discontinued operations .................cuuiiiinnininnn. -- -- (.12)

Earnings (loss) per dass Ashare ................. . ... $ .07 $. 50 $ (.45)
Shares used in calculation .......... .. . . . . . . . . e 27,624 27, 615 23, 549(2)

(1) After deduction of preferred stock dividends of $335, $351 and $364, respectively.
(2) Includes 2,769 shares of Common Stock.

(3) Includes decrease in netincome of $334 and $258, respectively, due to dilution in equity in earnings of affiliate.

peres e SO irsssn 2002, EDGAR Online. I nc.




EXHIBIT 12
AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
SCHEDULE SETTING FORTH THE COMPUTATION OF RATIOS

OF CONSOLIDATED EARNINGSTO FIXED CHARGES
(Amountsin thousands, except ratios)

YEAR ENDED DECEMBER 31,

1998 1997 1996 1995 1994

Ear ni ngs:
I ncone (loss) from continuing

operations (including dividends

from | ess-t han- 50% owned

affiliates) before income taxes,

equity in earnings of affiliates

and others, and minority interests ............... $ 16, 526 $ 10, 290 $(10, 539) $ 9,524 $ 9,659
Fixed charges . ........ .. . 12, 410 9, 396 14, 286 13, 169 17, 149

Earnings ......... .. $ 28,936 $ 19, 686 $ 3,747 $ 22,693 $ 26, 808

Fi xed Char ges:

INterest ... $ 12,317 $ 9,263 $ 14,081 $ 12,921 $ 16, 234
Anortization of debenture expenses ............... 93 133 205 248 915
Fixed charges ......... . . . . $ 12,410 $ 9,396 $ 14, 286 $ 13,169 $ 17, 149
Ratio of earnings to fixed charges ................ 2.33:1 2.10:1 .26:1 1.72:1 1.56:1
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EXHIBIT 21 SUBSIDIARIESOF THE REGISTRANT

The following table setsforth information with respect to the subsidiaries of Ampal, their respective states of organization andthe percentage of

voting securities owned as of December 31, 1998:

NAME OF
COVPANY

Anpal Conmuni cations, |nc.

Ampal  Conmuni cat i ons
Hol di ng Conpany Ltd.

Anpal Conmuni cat i ons
Limted Partnership

Anpal Devel oprent
(lsrael) Ltd.
Anpal Enterprises Ltd.

Ampal Fi nanci al
Services Ltd.

Anpal Hol di ngs (1991)
Ltd.

Ampal | ndustries, Inc.

Anpal Industries
(lsrael) Ltd.

Ampal (lsrael) Ltd.

Anpal Leasing
Cor por ati on

Anpal Properties Ltd.

Anpal Protected
Housi ng (1995) Ltd.
Anpal Realty Corporation

Ampal Sci ences, Inc.

Country C ub
Kfar Saba Ltd.
N r Ltd.

Par adi se I ndustries Ltd.

(1) Ampa Communications Holding Company Ltd. is the sole genera partner of the limited partnership.

RELATI ONSHI P
TO AMPAL

Subsi di ary

Subsi di ary of

Ampal Conmuni cations, Inc.

Subsi di ary of Anpal
Communi cati ons Hol di ng
Conpany Ltd.

Subsi di ary of
Anpal (lsrael) Ltd.

Subsi di ary of Anpal
Devel opnent (I srael) Ltd.

Subsi di ary of
Anpal (lsrael) Ltd.

Subsi di ary of
Anpal Industries, Inc.

Subsi di ary

Subsi di ary of Anpal
I ndustries, Inc.

Subsi di ary

Subsi di ary

Subsi di ary of Anpal
Industries (Israel) Ltd.
Subsi di ary of Ampal
I ndustries, Inc.
Subsi di ary of
Anpal (lsrael) Ltd.
Subsi di ary of
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Subsi di ary of Anpal
I ndustries, Inc.
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Devel opment (lsrael) Ltd.

Subsi di ary of Anpal
Properties Ltd.

(2) The remaining 10% of thevoting securitiesis owned by Ampal .

(3) Theremaining .1% is owned by Nir Ltd.

(4) The remaining 49% is owned by Ampal.

(5) Theremaining .1% is owned by Ampal.

(6) Theremaining 1% is owned by Ampal (Isragl) Ltd.

(7) Theremaining .1% is owned by Ampal (Isragl) Ltd.

Dywret Fr.mrwz".m

2002.

STATE OF
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Del awar e
| srael

| srael

I srael
I srael
I srael
I srael
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| srael

| srael
Del awar e
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I srael
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| srael
| srael

| srael

EDGAR Online, Inc.

PERCENTAGE
VOTI NG SECURI Tl ES
OMED BY
| MVEDI ATE PARENT

100( 1)

90(2)
99. 9(3)
51(4)
99. 9(5)

100
100

100
100

99( 6)
99. 9(7)
100
100
51
99. 96
85. 1



[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU BRIGHTMAN BAR-LEVAV FRIEDMAN & CO.]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
Asindependent public accountants of Am-Hal Ltd., we hereby consent to the incorporation of our report dated February 16, 1999, included in

Form 10-K of Ampal-American|sragl Corporation for the year ended December 31, 1998, into Ampal-American Israel Corporation's
previoudly filed Registration Statements No. 33-51023 and No. 33-55137.

/s/ Brightman Bar-Levav Friedman &
Co.

Bri ght man Bar-Levav Friedman & Co.

Certified Public Accountants

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Ampal-American Isragl Corporation, we hereby consent to theincorporation of our report includedin this
Form 10-K, intothe Company's previously filed Registration Statement File Nos. 33-51023 and 33-55137.

ARTHUR ANDERSEN LLP

New York, New Y ork
March 25, 1999

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF SHLOMO ZIV & CO.]

March 25, 1999

Arthur Andersen & Co.

1345 Avenue of the Americas
New York, N.Y. 10105
U.SA.

Gentlemen,

RE: Ampal Engineering (1994) Ltd.

Consent of Independent Public Accountants

Asindependent public accountants of Ampal Engineering (1994) Ltd., we hereby consent to theincorporation of our report included in this
Form 10-K, intothe Company's previoudly filed Registration Statements File No. 33-51023, and No. 55137.

Sincerely,

/s/ Shlono Ziv & Co.

Shlonmo Ziv & Co.
Certified Public Accountants

(Isr.)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF COHEN, EYAL, YEHOSHUA & CO.]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Ampal Enterprises Ltd. for the years 1996 and 1995, we hereby consent to the incorporation of our

reports on the Financial Statements for those years included in thisForm 10K, into the Company's previously filed Registration Statement File
No. 33-51023, and No. 55137.

Yours sincerely,

/sl Cohen, Eyal, Yehoshua & Co.
Cohen, Eyal, Yehoshua & Co.

Certified Public Accountants
(Isr.)

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF FAHN, KANNE & CO\]

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
Asformer independent certified public accountants of Ampal Financial Services Ltd., we hereby consent to the incorporation of our report
included in FORM 10-K, into the Company's previoudly filed Registration Statement File No. 33-51023 and No. 55137.

/'s/ Fahn, Kanne & Co.

Fahn, Kanne & Co.
Certified Public Accountants

(Isr.)

Td-Aviv, lsradl
March 25, 1999

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF SHLOMO ZIV & CO|]
March 25, 1999
Arthur Andersen & Co.
1345 Avenue of the Americas

New York, N.Y. 10105
U.SA.

Gentlemen,

RE: Ampal Holdings (1991) Ltd.
Consent of Independent Public Accountants

Asindependent public accountants of Ampal Holdings (1991) Ltd., we hereby consent to the incorporation of our report included in this Form
10-K, into the Company's previoudly filed Registration Statements File No. 33-51023, and No. 55137.

Sincerely,

/s/ Shlono Ziv & Co.

Shlonmo Ziv & Co.
Certified Public Accountants

(Isr.)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF FAHN KANNE & CO.]

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Asindependent certified public accountants of Ampal Industries (Israel) Ltd., we hereby consent to the incorporation of our report included in
FORM 10-K, into the Company's previoudly filed Registration Statement File No. 33-51023 and No. 55137.

/'s/ Fahn, Kanne & Co.

Fahn, Kanne & Co.
Certified Public Accountants
(Isr.)

Td-Aviv, lsradl
March 25, 1999

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF HAFT & HAFT & CO.]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Ampal (Israel) Ltd. for the years 1996 and 1995, we hereby consent to the incorporation of our reports on
the Financial Statements for those yearsincluded in this Form 10K, into the Company's previously filed Registration Statement File No.
33-51023, and No. 55137.

Yours sincerely,

/s/ HH S L Haft & Haft & Co.
HHS L Haft & Haft & Co.

Certified Public Accountants
(Isr.)

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF COHEN, EYAL, YEHOSHUA & CO.]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Ampal Properties Ltd. for theyears 1996 and 1995, we hereby consent to the incorporation of our reports

on the Financial Statements for those yearsincluded in this Form 10K, into the Company's previoudly filed Registration Statement File No.
33-51023, and No. 55137.

Yours sincerely,

/sl Cohen, Eyal, Yehoshua & Co.
Cohen, Eyal, Yehoshua & Co.
Certified Public Accountants
(Isr.)

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU BRIGHTMAN ALMAGOR & CO|]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
Asindependent public accountants of Bay Heart Ltd., we hereby consent to the incorporation of our report dated February 3, 1999, included in

Form 10K of Ampal-Americanlsrael Corporation for the year ended December 31, 1998 (relating to the financia statements of Bay Heart Ltd.
not included herein) into Ampal-American Israel Corporation's previoudly filed Registration StatementsNo. 33-51023 and No. 33-55137.

/s/ Brightman Bar-Levav Friedman &
Co.

Bri ght man Bar-Levav Friedman & Co.
Certified Public Accountants

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF RONEL STETTNER & CO.]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
Asthe independent public accountants of Bay Heart Ltd. for the year 1996, we hereby consent to the incorporation of our report for the

financial statementsas of December 31, 1996 included in this form 10K, into the Company'spreviously filed Registration Statement File No.
33-51023, and No. 55137.

/'s/ Ronel Stettner & Co.
Ronel Stettner & Co.

Certified Public Accountants
(Israel)

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Carmel Container SystemsLtd., we hereby consent to incorporation of our report included in this Form
10K, into the Company's previously filed Registration Statement FileNo. 33-51023, and No-55137.

March 25, 1999

Yours truly,

/'s/ KOST, FORER and GABBAY

KOST, FORER and GABBAY
Certified Public Accountants
(Israel)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent certified public accountants of Coral World International Ltd., wehereby consent to the incorporation of our report dated
March 26, 1997 included in this Form 10-K, into the Company's previously filed Registration Statement File No. 33-51023 and No. 55137.

/'s/ ARTHUR ANDERSEN
LLP

ARTHUR ANDERSEN
LLP
New Yor k, New Yor k
March 25, 1999

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF FAHN, KANNE & CO\]

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Asindependent certified public accountants of Coral World International Ltd., wehereby consent to the incorporation of our report included in
FORM 10-K, into the Company's previoudly filed Registration Statement File No. 33-51023 and No. 55137.

/'s/ Fahn, Kanne & Co.

Fahn, Kanne & Co.
Certified Public Accountants
(Isr.)

Td-Aviv, lsradl
March 25, 1999

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF PORAT & CO.]

March 25, 1999

Arthur Andersen & Co.
1345 Avenue of the Americas
New York, N.Y. 10105
Gentlemen,

Re: Consent of Independent Public Accountants of Country Club Kfar-Saba Ltd.

Asindependent public accountants of Country Kfar-Saba Ltd. we hereby consent to the incorporation of our report included in this Form 10-K,
into the Company'sprevioudly filed Registration Statement File No. 33-51023, and No. 55137.

Porat & Co.

/sl Porat & Co.

Certi

fied Public Accountants
(I'SR)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU BRIGHTMAN ALMAGOR & CO.]

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of EPSILON INVESTMENT HOUSE LTD., we hereby consent to theincorporation of our report included
in Form 10K, into the Company'sprevioudy Filed Registration Statement File No. 33-51023 and No. 55137.

/'s/ Brightman, Al nmagor &
Co.

BRI GHTMAN, ALMAGOR & CO
Certified Public
Account ant s

Date: March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




Tirat HaCarmel, March 25, 1999
[LETTERHEAD OF KPMG]

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Granite Hacarmel Investments Limited, we hereby consent to theincorporation of our report dated March
23,1999, included in Form 10-K of Ampa American Israel Corporation, previoudly filed in Registration Statement File No. 33-51023, and No.
33-55137.

/'s/ Sonmekh Chai kin

Certified Public Accountants
(Israel)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF PORAT & CO.]

March 25, 1999

Arthur Andersen & Co.
1345 Avenue of the Americas
New York, N.Y. 10105

Gentlemen,

Re: Consent of Independent Public Accountants of Hod Hasharon Sport Center (1992) Limited partnership

Asindependent public accountants of Hod Hasharon Sport Center (1992) Limited partnership, we hereby consent to theincorporation of our
report included in this Form 10-K, into the Company's previoudly filed Registration Statement File No. 33-51023, and No. 55137.

Porat & Co.

/sl Porat & Co.

Certified Public Accountants
(I'SR)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




CONSENT OF INDEPENDENT PUBLIC ACCOUNTANT

Asindependent public accountant of Mivnat Holding Ltd., we hereby consent to theincorporation of our report includedin thisForm 10K, into
the company's previously field Registration Statement File No. 33-51023, and No. 55137.

/sl Kost, Forer and Gabbay
Tel - Avi v, |srael
March 25, 1999 KOST, FORER and GABBAY
Certified Public Accountants
(Israel)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF HAGGAI WALLENSTEIN, DOV & CO. C.P.A. (ISR.)]

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Moriah Hotels Ltd., we hereby consent to theincorporation of our report includedin thisForm 10-K, into
the Company's previoudly filed Registration Statement File No. 33-51023, and No. 33-55137.

/'s/ Haggai Wallenstein, Dov &
Co.

HAGGAI WALLENSTEIN, DOV & CO.

Certified Public Accountants (Isr.)

Ramat-Gan, | sradl

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF HAFT & HAFT & CO.]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS
Asindependent public accountants of Nir Ltd. for the years 1996 and 1995, we hereby consent to the incorporation of our reports on the
Financial Statements for those yearsincluded in this Form 10K, into the Company's previously filed Registration Statement FileNo. 33-51023,
and No. 55137.

Yours sincerely,

/s/ HH S L Haft & Haft Co.
HHS L Haft & Haft Co.

Certified Public Accountants
(Isr.)

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF PRICEWATERHOUSECOOPERS]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Ophir Holdings Ltd., we hereby consent to theincorporation of our report dated March 11, 1999 on the
financial statementsof Ophir Holdings Ltd. included in thisform 10K, into Ampal-American Israel Corporation's previously filed Registration
Statement File No. 33-51023 and No. 55137.

Tel - Avi v, |srael / s/ Kessel man &
Kessel man
March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF KPMG]
25 March 1999

Arthur Andersen LLP

1345 Avenue of the Americas
New York, NY 10105

USA

Re: Consent of Independent Public Accountants

Asindependent public accountants of Orlite Industries (1959) Ltd., we hereby consent to the incorporation of our report, on the financial
statements of the company for theyear ended 31 December 1996 dated 24 February 1997, included in this Form 10K, into the Ampal
American-Israel Corporation's previoudly filed Registration Statement File No. 33-51023, and No. 55137.

/'s/ Braude Bavly

Braude Bavly
Certified Public
Account ant s

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF BAVLY & CO.]
EXHIBIT X1
CONSENT OP INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Ortek Ltd., we hereby consent to theincorporation of our report included in this Form 10K, into the
Company'sprevioudly filed Registration Statement File No. 33-51023, and No. 55137.

/sl Bavly &
Co.

Bavly & Co.

25 March 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF SHLOMO ZIV & CO|]
March 25, 1999
Arthur Andersen & Co.
1345 Avenue of the Americas

New York, N.Y. 10105
U.SA.

Gentlemen,

Re: Paradise Industries Ltd.
Consent of independent public accountants

ASindependent public accountants of Paradise Industries Ltd., we hereby consent to the incorporation of our report included in this Form
10-K, into the company's previoudly filed Registration Statement File No. 33-51023, and No. 55137.

Sincerely,

/s/ Shlono Ziv & Co.

Shlonmo Ziv & Co.
Certified Public Accountants

(Isr.)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF FAHN, KANNE & CO\]

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Asindependent certified public accountants of Red Sea Marineland Holding (1973) Ltd., we hereby consent to the incorporation of our report
included in FORM 10-K, into the Company's previoudly filed Registration Statement File No. 33-51023 and No. 55137.

/' s/ Fahn, Kanne &
Co.

Fahn, Kanne & Co.

Certified Public Accountants (Isr.)

Ted-Aviv, lsrael
March 25, 1999

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF FAHN, KANNE & CO\]

CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Asindependent certified public accountants of Red Sea Underwater Observatory Ltd., we hereby consent to theincorporation of our report
included in FORM 10-K, into the Company's previoudly filed Registration Statement File No. 33-51023 and No. 55137.

/'s/ Fahn, Kanne & Co.

Fahn, Kanne & Co.
Certified Public Accountants
(Isr.)

Td-Aviv, lsradl
March 25, 1999

peres e SO irsssn 2002, EDGAR Online. I nc.




[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU BRIGHTMAN ALMAGOR & CO.]

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of RENAISSANCE INVESTMENT CO. LTD., we hereby consent to theincorporation of our report
included in Form 10K, into the Company'spreviously Filed Registration Statement File No. 33-51023, and No. 55137.

/'s/ Brightman, Al nmagor &
Co.

BRI GHTMAN, ALMAGOR & CO
Certified Public
Account ant s

Date: March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




CONSENT OF INDEPENDENT PUBLIC ACCOUNTANT

Asindependent public accountant of Shmay Bar Real Estate (1993) Ltd., we hereby consent to the incorporation of our report included in this
Form 10K, into the company's previoudly field Registration Statement File No. 33-51023, and No. 55137.

/sl Kost, Forer and Gabbay
Tel - Avi v, |srael
March 25, 1999 KOST, FORER AND GABBAY
Certified Public Accountants
(Israel)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




CONSENT OF INDEPENDENT PUBLIC ACCOUNTANT

Asindependent public accountant of Shmay Bar (T.H.) 1993 Ltd., we hereby consent to the incorporation of our report included in this Form
10K, into the company's previously filed Registration Statement File No. 33-51023, and No. 55137.

/sl Kost, Forer and Gabbay
Tel - Avi v, |srael
March 25, 1999 KOST, FORER AND GABBAY
Certified Public Accountants
(Israel)

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF BDO ALMAGOR & CO|]

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Teledata Communications Ltd., we hereby consent to the incorporation of our report on the consolidated
financial statements of Teledata Communications Ltd. dated February 16, 1997 included in this Form 10-K, into the previoudly filed
Registration Statement File No. 33-51023 and No. 55137 of Ampal American Israel Corporation.

/'s/ BDO Al nmagor & Co.

BDO Al magor & Co.
Certified Public
Account ant s

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU BRIGHTMAN ALMAGOR & CO.]

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Trinet Investmentsin High-Tech Ltd., we hereby consent to the incorporation of our report dated
February 21, 1999, includedin Form 10-K of Ampal-American Isragl Corporation for theyear ended December 31, 1998 (relating to the

financial statements of Trinet Investmentsin High-Tech Ltd. not included herein), into Ampal-American Isragl Corporation's previoudly filed
Registration Statements No. 33-51023 and No. 33-55137.

/sl Brightnman Bar-Levav Friedman &
Co.

Bri ght man Bar-Levav, Friedman & Co.
Certified Public Accountants

March 25, 1999.

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF DELOITTE TOUCHE TOHMATSU BRIGHTMAN ALMAGOR & CO.]

CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of Trinet Venture Capital Ltd., we hereby consent to the incorporation of our report dated March 10, 1999,
included in Form 10-K of Ampal-American|sragl Corporation for the year ended December 31, 1998 (relating to the financial statements of

Trinet Venture Capital Ltd, not included herein), into Ampal-American Israel Corporation's previoudly filed Registration StatementsNo.
33-51023 and No. 33-55137.

/sl Brightnman Bar-Levav Friedman &
Co.

Bri ght man Bar-Levav Friedman & Co.
Certified Public Accountants

March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




[LETTERHEAD OF PRICEWATERHOUSECOOPERS]
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

Asindependent public accountants of U.D.S. Ultimate Distribution SystemsLtd., we hereby consent to the incorporation of our report dated
March 15, 1997 on thefinancia statementsof U.D.S. Ultimate Distribution SystemsLtd. included in this form 10K, into Ampal-American
Israel Corporation's previoudly filed Registration Statement File No. 33-51023 and No. 55137.

Tel - Avi v, |srael / s/ Kessel man &
Kessel man
March 25, 1999

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




Exhibit 24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, the undersigned, do hereby constitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG, or any one and or more of them, my true and lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for theyear ended December 31, 1998, and any
and all amendments thereto, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

February 15, 1999 /sl M chael Arnon

Dat e Si gnature

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




Exhi bi t
24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, theundersigned, do hereby congtitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG or any one and or more of them, my trueand lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for the year ended December 31, 1998, and any
and all amendments thereto, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

March 25, 1999 /'s/ Benzi on Benbassat

Dat e Si gnature

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




EXHIBIT 24
POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, the undersigned, do hereby constitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG, or any one and or more of them, my true and lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for theyear ended December 31, 1998, and any
and all amendments thereto, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

February 7, 1999 /sl Yaacov
El i nav

Dat e Si gnature

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




Exhi bi t
24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, theundersigned, do hereby congtitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG, or any one and or more of them, my true and lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for the year ended December 31, 1998, and any
and all amendments thereto, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

February 5, 1999 /sl Kenneth L. Henderson

Dat e Si gnature

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




Exhibit 24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, the undersigned, do hereby constitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG, or any one and or more of them, my true and lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for theyear ended December 31, 1998, and any
and all amendments thereto, granting unto sold attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

February 3, 1999 /sl Hllel Peled

Dat e Si gnature

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




Exhi bi t
24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, theundersigned, do hereby congtitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG, or any one and or more of them, my true and lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for the year ended December 31, 1998, and any
and all amendments thereto, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

February 7, 1999 / s/ Shinmon Ravid
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, theundersigned, do hereby congtitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG, or any one and or more of them, my true and lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for the year ended December 31, 1998, and any
and all amendments thereto, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

February 26, 1999 /sl Raz Steinnetz
Dat e Si gnature
—

— FaalfiliE 2002. EDGAR Online, Inc.




Exhi bi t
24

POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that I, theundersigned, do hereby congtitute and appoint RAZ STEINMETZ, ALLA KANTER,
and EL| S. GOLDBERG, or any one and or more of them, my true and lawful attorney or attorneys for me, and in my name, place and stead, as
adirector and/or officer of AMPAL-AMERICAN ISRAEL CORPORATION to sign the Annual Report on Form 10-K of
AMPAL-AMERICAN ISRAEL CORPORATION to the Securities and Exchange Commission for the year ended December 31, 1998, and any
and all amendments thereto, granting unto said attorneys-in-fact, and each of them, full power and authority to do and perform each and every
act and thing requisite and necessary to be done in and about the above premises, as fully to all intents and purposes as he or shemight or could
do in person, hereby ratifying and confirming all said attorneys-in-fact or either of them may lawfully do or cause to be done by virtue hereof.

February 26, 1999 /s/ Daniel Steinmetz
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ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM AUDITED
CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 1998 AND IS
QUALIFIEDIN ITS ENTIRETY BY REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 1998
PERIOD START JAN 01 1998
PERIOD END DEC 31 1998
CASH 12,047
SECURITIES 239,525
RECEIVABLES 27,816
ALLOWANCES 0
INVENTORY 0
CURRENT ASSETS 16,896
PP&E 42,062
DEPRECIATION 9,100
TOTAL ASSETS 329,246
CURRENT LIABILITIES 37,071
BONDS 131,010
PREFERRED MANDATORY 0
PREFERRED 5,487
COMMON 24,685
OTHER SE 130,993
TOTAL LIABILITY AND EQUITY 329,246
SALES 6,768
TOTAL REVENUES 29,951
CGS 0
TOTAL COSTS 8,492
OTHER EXPENSES 10,488
LOSSPROVISION 0
INTEREST EXPENSE 12,317
INCOME PRETAX (1,346)
INCOME TAX (3521)
INCOME CONTINUING 2,175
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 2,175
EPSPRIMARY .08
EPSDILUTED .07
seunrss v SR 0 EDGAR Qnl i ne,
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