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

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON SEPTEMBER 19, 2006

Dear Shareholder:

You are cordially invited to attend the annual rmeg(the “Annual Meeting”) of the shareholders of
Ampal-American Israel Corporation (the “Company™ampal”) which will be held at the offices of Brya
Cave LLP, 1290 Avenue of the Americas,BBoor, New York, NY 10104, on September 19, 20G6,Gi00
a.m., local time, to consider and act upon thefeihg matters:

1. To elect eight (8) directors to the Board of Dimgstof the Company to hold office for one year term
and until their respective successors shall beadeand qualified;

2. To ratify the appointment of Kesselman & Kesselmamember firm of PricewaterhouseCoopers
International Limited, as the independent registgnablic accounting firm of the Company for the
fiscal year ending December 31, 2006;

3. To approve the proposed issuance of 10,248,002slodClass A Stock of the Company to Merhav
(m.n.f) Ltd. (“Merhav”) in connection with the Cqrany’s purchase from Merhav of a portion of its
interest in East Mediterranean Gas Co. S.A.E.,@gypfan joint stock company; and

4. To transact such other business as may properlg d@fore said meeting or any adjournment(s) or
postponement(s) thereof.

Information regarding the matters to be acted ugtcthe Annual Meeting is contained in the
accompanying Proxy Statement.

The Board of Directors of the Company has fixeddlose of business on August 23, 2006 as the record
date for determining the shareholders entitledotice of, and to vote at, the Annual Meeting or any
adjournment(s) or postponement(s) thereof.

Please vote, date, sign and mail the enclosed Rnakye return envelope. You will not need postéige
you mail it from within the United States. A prompsponse will be helpful and apprecial

By Order of the Board of Directors,

JACK BIGIO
President and Chief Executive Officer

Tel Aviv, Israel
August 29, 2006

YOUR VOTE IS IMPORTANT. PLEASE VOTE, DATE, SIGN AND MAIL PROMPTLY THE
ENCLOSED PROXY, FOR WHICH A RETURN ENVELOPE IS PROV IDED, EVEN IF YOU PLAN
TO ATTEND THE ANNUAL MEETING. NO POSTAGE IS REQUIRE D IF MAILED IN THE
UNITED STATES.




AMPAL-AMERICAN ISRAEL CORPORATION

PROXY STATEMENT
for
ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON SEPTEMBER 19, 2006

This Proxy Statement is being furnished to the éiaaf Class A Stock, par value $1.00 per shaee (th
“Class A Stock™), of Ampal-American Israel Corpacat (the “Company” or “Ampal”) in connection withé
solicitation of proxies by the Board of Directothd “Board” or “Board of Directors”) for use at thanual
meeting of the shareholders of the Company to kkdre September 19, 2006, and at any adjournmeut(s)
postponement(s) thereof (the “Annual Meeting”). Thailing address of our principal executive offisd 11
Arlozorov Street, Tel Aviv, Israel 62098. This PyoStatement and enclosed proxy card are first beiaided
to the shareholders of the Company entitled to abtbe Annual Meeting on or about August 29, 200&n
effort to present the information contained in tAiexy Statement in a clear manner, the Companyéecised
to use a question and answer format.

Q: What am I voting on?

Election of Ampal’s eight directors for one-yeamts, ratification of the appointment of Kesselman &
Kesselman, a member firm of PricewaterhouseCodptemational Limited (“Kesselman & Kesselman”), as
the independent registered public accounting fifritne Company for the fiscal year ending DecemHgr 3
2006, and the approval of the proposed issuant8,848,002 shares of Class A Stock of the Company t
Merhav (m.n.f.) Ltd. (“Merhav”) in connection withe Company’s purchase from Merhav of a portioisof
interest in East Mediterranean Gas Co. S.A.E.,gypfan joint stock company (“"EMG”).

Q: Who is entitled to vote?

Holders of the Class A Stock as of the close ofrtass on August 23, 2006 (the “Record Date”) are
entitled to notice of, and to vote at, the Annuadiing. As of the Record Date, the Company had
shares of Class A Stock outstanding (excludingstreashares). Each shareholder is
entitled to one vote for each share of Class AlStmtd on the Record Date. The Class A Stock doebave
cumulative voting rights.

Q: How can | get a copy of Ampal’s annual report on Fon 10-K?

Upon request, the Company will provide, withoutrgfgato any shareholder entitled to vote at the Ahnu
Meeting, a copy of Ampal’s annual report on FormKLf the Securities and Exchange Commission (the
“SEC") for the fiscal year ended December 31, 2808 any other document that is incorporated by eefse
herein. Such request should be made to the Secdtdre Company at the address shown on the
accompanying Notice of Annual Meeting of Sharehad&he Company’s annual report on FormKl,Gs wel
as its other filings with the SEC, are availabla thie Internet at the Company’s website at
http://www.ampal.com and at the SEC’s website tt: Hivww.sec.gov.



Q:How can | review Ampal’s financial statements for he fiscal year ended December 31, 2005?

A copy of Ampal’s 2005 annual report on Form 104ataining the Company’s audited financial
statements for the fiscal year ended December@15 Bas been mailed with this Proxy Statementito al
holders of Class A Stock entitled to vote at thendal Meeting on or about August 29, 2006.

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

As of the Record Date, Y.M. Noy Investments LtdN@Yy”) was the holder of approximately % of
the outstanding Class A Stock. Noy is the only bolaf more than 5% of the Class A Stock known & th
Company. (See page 18 for more details regardimgtimcipal shareholders.) Noy has advised the Gomyp
that it will vote in favor of the Board'’s slate ndminees for directors, in favor of the ratificatiof the
appointment of Kesselman & Kesselman as the indim#rregistered public accounting firm of the Compa
for the fiscal year ending December 31, 2006 arfdvor of the approval of the proposed issuance of
10,248,002 shares of our Class A Stock .

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

The cost of preparing, assembling and mailing theéde of Annual Meeting of Shareholders, this Proxy
Statement and the proxy card is being borne bttrapany. The Company will also reimburse brokers wh
are holders of record of shares of the Companthieir expenses in forwarding proxies and proxycétirig
material to the beneficial owners of the shared bglthem.

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

Some of the directors of Ampal, senior manageme&Anmpal and representatives of Mellon Investor
Services, the Company'’s transfer agent, will bes@néat the Annual Meeting. Additionally, represgines of
Kesselman & Kesselman, whom the Audit Committeedmgminted to be its independent registered public
accounting firm for the fiscal year ending DecemBgr2006, are expected to be present and will have
opportunity to make a statement if they desiredsa and will be available to respond to appropriptestions
from shareholders.

Q: What constitutes a quorum?

The holders of record of one-third of the outstagdClass A Stock entitled to vote at any meeting of
shareholders shall constitute a quorum for the AhMeeting. A quorum of shares of Class A Stock
outstanding (excluding treasury shares) as of #RI Date therefore equals shares of Class
Stock. All votes will be tabulated by the inspeatbelections appointed for the meeting. The insqreaf
elections will also determine whether or not a guois present. Votes for and against, abstentinds'laroker
non-votes” will each be counted as present for psgp of determining the presence of a quorum.

Q: How do | vote using the proxy?

Sign your name exactly as it appears in the prarg, return it in the enclosed prepaid envelope. O’
SIGN YOUR PROXY BUT DO NOT INDICATE YOUR VOTING PREERENCES, YOUR VOTE WILL
BE COUNTED FOR ALL OF THE BOARD’S NOMINEES FOR DIRHORS, THE RATIFICATION OF
THE COMPANY'S INDEPENDENT REGISTERED PUBLIC ACCOUNNG FIRM AND THE APPROVAL
OF THE PROPOSED ISSUANCE OF 10,248,002 SHARES OR@WUASS A STOCK THE PROXIES, IN
THEIR DISCRETION, ARE AUTHORIZED TO VOTE



UPON ANY OTHER MATTERS THAT MAY PROPERLY COME BEFGRTHE ANNUAL MEETING OR
ANY ADJOURNMENT(S) OR POSTPONEMENT(S) THEREOF.

Q: May | revoke my proxy?

A proxy may be revoked at any time before it isreised at the Annual Meeting by notifying the
Company’s Secretary in writing or by returning tefedated proxy. You may also revoke your proxybting
in person at the meeting (although your attendantiee Annual Meeting will not in and of itself citute
revocation of a proxy).

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

The election of a nominee director requires a fiilyraf the votes cast by the holders of sharesgmein
person or represented by proxy at the Annual Mgefmoxies cannot be voted for a greater numbperfons
than the number of nominees listed in the Proxyegtant. The Board of Directors of Ampal unanimously
recommends the election of the following personih¢éoBoard of Directors: Yosef A. Maiman, Jack Bigieo
Malamud, Dr. Joseph Yerushalmi, Dr. Nimrod Novilehda Karni, Eitan Haber and Menahem Morag. Set
forth below in this Proxy Statement is informatimlmout each nominee, including biographical datafdeast
the last five years.

Q: How many votes are needed for the ratification oftte appointment of Kesselman & Kesselman as tl
independent registered public accounting firm of te Company for the fiscal year ending December
31, 20067

The ratification of the appointment of Kesselmaté&sselman as the independent registered public
accounting firm of the Company for the fiscal yeading December 31, 2006 requires a plurality efubtes
cast by the holders of shares present in persogpoesented by proxy at the Annual Meeting. Ther8oé
Directors of Ampal unanimously recommends theicatifon of the appointment of Kesselman & Kesselas
the Company’s independent registered public acdogifirm for the fiscal year ending December 310@0

Q: How many votes are needed for the approval of therpposed issuance of 10,248,002 shares of our
Class A Stock to Merhav in connection with the Company’purchase from Merhav of a portion of
its interest in EMG?

The approval of the proposed issuance of 10,2480882s of our Class A Stock to Merhav requires a
majority of the votes cast on the proposal by thielérs of shares present in person or represegtpdoxy at
the Annual Meeting. The Board of Directors of Ampabnimously recommends that shareholders approve
such issuance.

Q: How will abstentions and broker non-votes be treate with respect to the proposals to be voted upon
at the Annual Meeting?

With respect to the proposals regarding the eleafadirectors and the ratification of the appoiatrhof
the Company’s independent registered public acaogifitrm, abstentions and broker non-votes (i.earss
held by a broker or nominee which are represerttéteaAnnual Meeting, but with respect to which Hreker
or nominee is not empowered to vote on a partiaulatter) will have no effect on the outcome of thes
proposals. With respect to the proposal regardiegotoposed issuance of 10,248,002 shares of ass @
Stock to Merhav, abstentions will have the sametfal effect as a negative vote but broker notes will no
be counted for any purpose in determining whethemproposal has been approved.



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

Management does not presently know of any othetemsatvhich will be brought before the Annual
Meeting. If, however, other matters requiring tleeevof the shareholders, not now known or contetagd|ado
properly come before the meeting or any adjournroepbstponement thereof, it is the intention @f plerson:
named in the proxy to vote the proxies held by tleccordance with their judgment in such matters.

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

Q: How many directors does Ampal have?

The Company’s By-Laws provide that the entire Bagrdll be constituted of not less than three and no
more than 29 persons, with the actual number sgisat by the Board. In connection with the nomoratf
the persons listed below to the Board of Directtive,Board set the number of directors at eighé Bbard
recommends that the shareholders elect the eighdpenominated by the Board.
Q: Who recommended the Company’s slate of nominees?

All of the nominees for directors were nominatedtwy Board and recommended by management.

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

The following is a description of each of the noegn for director setting forth their ages, theingipal
occupations and employment during the past fivesyaad their tenure on the Board.

Name Age Position with Ampa Director Since

Yosef A. Maiman 60 Chairman of the Board and 2002
Director

Jack Bigio 40 President, Chief Executive 2002
Officer and Directo

Leo Malamuc 54 Director 2002

Dr. Joseph Yerushaln 68 Director 2002

Dr. Nimrod Novik 60 Nominee for Directo N/A

Yehuda Karn 77 Director 2002

Eitan Habe 66 Director 2002

Menahem Moray 55 Director 2004

YOSEF A. MAIMAN, 60, has been the Chairman of theaBl of Ampal since April 25, 2002. Mr.
Maiman has been President and Chief Executive &ffi¢ Merhav, one of the largest international pcoj
development companies based in Israel, sinceutsdiog in 1975. Mr. Maiman is also the Chairmarhef
Board of Directors of Channel Ten, a commerciahtigion station in Israel, a director



of Eltek, Ltd. (“Eltek”), a developer and manufaetuof printed circuit boards, a member of the Bioafr
Directors of the Middle East Task Force of the Nésvk Council on Foreign Relations and Honorary Gdns
to Israel from Peru. Mr. Maiman is also memberhaf Board of Trustees of the Tel Aviv University,aliiman
of the Israeli Board of the Jaffee Center for ®igat Studies at Tel Aviv University and the Chaimud the
Board of Trustees of the International Policy & for Counter Terrorism. Mr. Maiman received A iR
Economics from the University of Texas El Paso adA in Economics from Cornell University.

JACK BIGIO, 40, has been the President and Chiefchtive Officer of Ampal since
April 25, 2002, and a director of Ampal since Mag&;t2002. From 1996 until April 2002, Mr. Bigio sed as
Senior Vice President - Operations and Finance Biyio is also a director of Eltek, a member of Bward of
Israel-America Chamber of Commerce & Industry amdesnber of Young Presidents’ Organization.

LEO MALAMUD, 54, has been a director of Ampal sindarch 6, 2002. Since 1995, Mr.
Malamud is Senior Vice President of Merhav. Mr. Btald is also a director of Eltek.

Dr. JOSEPH YERUSHALMI, 68, has been Senior VicesRient -Head of Energy ar
Infrastructure Projects of Merhav since 1995. He lbeen a director of Ampal since August 16, 2002.

Dr. NIMROD NOVIK, 60, has been Senior Vice PresidehMerhav since 1995, responsi
for Middle East projects (including the MIDOR pdaom refinery in Egypt and the current EMG projém
the export of Egyptian natural gas to Israel) alk asfor corporate and government relations. Ha msembe
of the board of EMG and of Channel 10 News Corp. Nipvik is an advisor to the Israeli National Séipt
Council as well as to several members of the Isaddinet, and a former Special Ambassador of tlhaeS
Israel as well as Chief Advisor on Foreign Polioyidrael’s Prime Minister and Minister of Foreigfffairs.

YEHUDA KARNI, 77, was a senior partner in the lainf of Firon Karni Sarov & Firor
from 1961 until his retirement in 2000. He has baelirector of Ampal since August 16, 2002.

EITAN HABER, 66, was the Head of Bureau for thenfier Prime Minister of Israel, Yitzh
Rabin, from July 1992 until November 1995. Sinc88,9Mr. Haber has been the President and CEO op&
Ltd., which represents the Korean conglomerate 8amaircraft and Industries in Israel and the Mil@as!
Since 2001, Mr. Haber also has served as CEO aifiKatd., a production and project development cony;
Mr. Haber is a member of the Board of Director\&ifca Israel Ltd. and "Israel Experience Co." Hestbee
a director of Ampal since August 16, 2002.

MENAHEM MORAG, 55, has been a director of Ampalcgnlanuary 27, 2004. From 1996
to 1999 Mr. Morag was the Head of Finance and Budgthe Israeli Prime Ministes’office in Tel Aviv. Fron
1999 to 2001, Mr. Morag was the Controller and Odsinan at the Israeli Prime Minister’s office in Pealiv.
From 2001 to 2003, Mr. Morag was the Head of HuiRasources Department at the Israeli Prime Minister’
office in Tel Aviv. From 2003 until 2006, Mr. Moragerved as the Head of the Council of the Penssoner
Association of the Israeli Prime Ministeroffice in Tel Aviv. Mr. Morag has also servedaadirector in Palrai
Industries since 2004, and from 2005 till 2006 laswhe CEO of Keren-Shemesh Foundation for the
Encouragement of Young Entrepreneurs Today. Simge 2006, Mr. Morag has served as a Deputy General
Manager —Head of Resources Division of Union Bahlsiael Ltd.



Q:What happens if a nominee becomes unavailable folegtion?

In case any nominee should become unavailablddotien to the Board for any reason, the persons
named in the proxy will have discretionary authpoitt that instance to vote the proxies for a stbtsi

Q: How long will each director serve?
Each director will serve for a term of one year andl his successor shall be elected and qualified
Q: What type of compensation do directors receive?

Directors of Ampal (other than Mr. Maiman and Mig®) received $1,500 per Board meeting attended.
Mr. Maiman receives $2,000 for Board meetings aktelnand Mr. Bigio does not receive compensation for
Board meetings attended. Directors of Ampal (othan Mr. Karni, Mr. Haber, Mr. Morag) also receibhe
same amount for attendance at meetings of committetihe Board, provided that such committee mgstane
on separate days and on a day other than the dayegfularly scheduled Board meeting.

Mr. Karni, who serves as Chairman of the Speciah@ittee, the Audit Committee and the Compens:
Committee, and as a member of the Executive Comejiteceived $1,500 for each committee meeting
attended during the fiscal year ended Decembe?2@®15. Beginning with the fiscal year ending Decengie
2006, Mr. Karni will receive $30,000 per year féteadance at all meetings of committees of the &oar

Mr. Haber and Mr. Morag, each of whom serves orpecial Committee, the Audit Committee and the
Compensation Committee, received $1,500 for eanimtittee meeting attended during the fiscal yeaednd
December 31, 2005. Beginning with the fiscal yeatieg December 31, 2006, Mr. Haber and Mr. Morait), w
receive $20,000 per year for attendance at allimgebf committees of the Board. The compensatfadhe
members of the Special Committee of the Boardtisosth below on page 11.

On August 16, 2002, each of Yehuda Karni and Bitaher, each of whom is a non-employee director of
the Company, were issued 15,000 options under@dé Blan (as hereinafter defined) to purchase shadre
Class A Stock of the Company at an exercise pfid8d.2 per share, the closing price of the Clastdck as
reported on the Nasdaq Global Market (“Nasdaqhendate of issuance.

On August 16, 2002, Dr. Joseph Yerushalmi and LeétaMud, each of whom is a non-employee director
of the Company, were issued 100,000 and 150,0006rsptrespectively, under the 2000 Plan to purckhsee
of Class A Stock of the Company at an exerciseefc$3.12 per share, the closing price of the Chastock
as reported on Nasdag on the date of issuance.

On March 24, 2004, Menahem Morag, who is a aorployee director of the Company, was issued 1!
options under the 2000 Plan to purchase sharetase$ @ Stock of the Company at an exercise prick3at3
per share, the closing price of the Class A Stacteported on Nasdaq on the date of issuance.

On October 28, 2004, Mr. Bigio was granted 280,6p0ons pursuant to the 2000 Plan to purchase s
of Class A Stock of the Company at an exerciseefc$3.50 per share, the closing price of the Chastock
as reported on Nasdag on the date of issuance.

On October 10, 2005, each of Yehuda Karni, Eitahdd@and Menahem Morag, each of whom is a non-
employee director of the Company, were issued 4bgfions under the 2000 Plan (as hereinafter



defined) to purchase shares of Class A Stock o€thapany at an exercise price of $3.69 per shiage;lbsing
price of the Class A Stock as reported on the N@stiethe date of issuance.

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

Yes. Effective January 29, 2006, the Company puwethairectors and officers liability policies ireth
aggregate amount of $35,000,000 ($10,000,000 oftwikifor the sole benefit of directors and offgcer the
event that indemnification by the Company is uniaédé to such individuals) issued by XL Speciatliguranc
Company. The cost of the policies, which expireudap 29, 2007, was $601,000.

Q: Does the Board of Directors have any committees?

Yes. The Board of Directors has the following stagccommittees: Audit Committee, Executive
Committee and Stock Option and Compensation Coreenifthe Board will elect new members to the
committees following the Annual Meeting. The cutrerembers, activities and functions of the various
committees are set forth below.

Because Noy owns more than 50% of the voting p@f/ére Company, the Company is deemed to be a
“controlled company'under the rules of Nasdaq. As a result, the Commayempt from the Nasdagq rules:
require listed companies to have (i) a majoritynofependent directors on the Board, (ii) a compimsa
committee and nominating committee composed soleiydependent directors, (iii) the compensation of
executive officers determined by a majority of indedent directors or a compensation committee ceato
solely of independent directors and (iv) a majootyhe independent directors or a nominating cottemi
composed solely of independent directors elececommend director nominees for selection by the®oa

Code of Business Conduct and Ethics

The Company has adopted a (i) Code of Ethics ®iGbmpany’s Senior Financial Officers and (ii) Code
of Conduct applicable to all of the Compasngmployees and directors. These codes are dedigiheth insur
that the Company’s business is conducted in a stamly legal and ethical manner, and address fapactas
of professional conduct, including conflicts ofangst, fair dealing and the strict adherence taalé and
regulations applicable to the conduct of the Comgfsanusiness. Copies of the Company’s Code of Etfac
Senior Financial Officers and Code of Conduct aaglable on the Company’s website at www.ampal.com.

Communications Between Shareholders and the Board ®irectors

Shareholders and other interested persons seekoggrimunicate with the Board should submit any
communications in writing to the Company’s Secrgtdrthe following address: Ampal-American Israel
Corporation, 111 Arlozorov Street, Tel Aviv, Isr&098. Any such communication must state the nurobe
shares beneficially owned by the shareholder matkiagcommunication. The Company’s Secretary will
forward such communication to the Board or to ardiiidual director or directors to whom the comnuatior
is directed.

Policy Governing Director Nominations
As stated above, because Noy owns more than 5@Be afoting power in the Company, the Company is

deemed to be a “controlled company” under the Naqisdies. Because the Company is a “controlled camppa
the Board has decided not to establish a sepapaténating committee or



implement formal rules that would govern directominations from shareholders and each member of the
Board participates in the consideration of directominees. In the event of any vacancy on the Baarth the
event that the Board is to be expanded, the Bodld&termine at such time the appropriate procesddior
filling the vacancy or additional position. The Bdanay decide at such time to authorize a commdfabe
Board of Directors to conduct the search for aaiimeand to recommend nominations to the full Bazfrd
Directors.

Minimum Qualifications. The Company does not set specific criteria foraoes except to the
extent required to meet applicable legal, regujasord stock exchange requirements, including, bttimited
to, the independence requirements of Nasdaqg anfiEkk as applicable. Nominees for director wilkbéectec
on the basis of outstanding achievement in suckopés career; board experience; wisdom; integabjtity to
make independent, analytical inquiries; understagdi the business environment; and willingnesgeioote
adequate time to the Board duties. While the seledf qualified directors is a complex and subjexproces:
that requires consideration of many intangibledes;tthe Board believes that each director shoale la basic
understanding of (i) principal operational and finil objectives as well as plans and strategi¢beof
Company, (ii) results of operations and financi@atdition of the Company and of any significant sdiasies
and investee companies, and (iii) the relativeditejof the Company, its business segments andtiege
companies in relation to its competitors.

The Board also may consider (i) whether a candidatigld be deemed to be “independent” under
the applicable laws, rules and regulations of Ngsdal the SEC, as applicable, (ii) whether the ichate's
existing business commitments would interfere \ilith candidate’s ability to devote sufficient tinoe t
discharge his or her duties as a director andh@)input of Noy, the Company’s majority shareholde

Audit Committee

The Audit Committee currently consists of Messrari{, Haber and Morag, each of whom is an
independent director as defined under the rulébeoNational Association of Securities Dealers’ #melrules
promulgated by the SEC. The Board has determiretdMi. Morag is an “audit committee financial ex{pydor
purposes of the rules promulgated by the SEC. TuaitAommittee held five meetings and did not act b
written consent during the fiscal year ended Decardty, 2005.

The Audit Committee assists the Board in fulfilling responsibility to oversee management'’s
conduct of the Company’s financial reporting pragéscluding the review of the financial reportslather
financial information provided by the Company ty @jovernmental or regulatory body, the public drest
users thereof, the Company’s systems of interr@wtting and financial controls, and the annuatépehdent
audit of the Company’s financial statements. TheifGommittee also has the duty and responsilility
approving all transactions between the Companyherone hand, and any officer, director, or affithereof,
on the other hand, or any transaction in whichdaiffiger, director or affiliate has a material irgst. A full
description of the Audit Committee’s primary respitilities is contained in the Audit Committee’sitign
charter, a copy of which was filed as AppendixoAhe Company'’s proxy statement for its annualtingeof
shareholders in 2005 and is also available on tiragany’s website at http://www.ampal.com.



Report of the Audit Committee
To the Board of Directors of Ampal-American Isr@srporation:

We have reviewed and discussed with manageme@dhgany’s audited financial
statements as of and for the year ended Decemb@085.

We have discussed with Kesselman & Kesselman theereaequired to be discussed
Statement on Auditing Standards No. 6bmmunication with Audit Committees, as amended.

We have received the written disclosures and titerlfom Kesselman & Kesselman
required by Independence Standards Board Standardl, Mdependence Discussions with Audit
Committees, as amended, and have discussed with them tlikip@ndence from the Company and
management.

Based on the reviews and discussions referreddeealive recommended to the Board
of Directors that the audited financial statemegtsrred to above be included in the Company’s
annual report on Form 10-K for the year ended Déxeer31, 2005.

AUDIT COMMITTEE
Yehuda Karni, Chairman
Eitan Haber

Menahem Morag

Executive Committee

The Executive Committee meets as necessary betegafarly scheduled meetings of the Board and,
consistent with certain statutory limitations, eciges all authority of the Board. During the fisgahr ended
December 31, 2005, the Executive Committee of thar&was composed of the following individuals:klac
Bigio, Leo Malamud, Dr. Joseph Yerushalmi and Yehldrni.

The Executive Committee held two meetings and didaat by written consent during the fiscal year
ended December 31, 2005.

Stock Option and Compensation Committee

The Stock Option and Compensation Committee adtensishe Company’s stock option plans and other
option grants and determines the Company'’s poliggarding executive compensation. During the figear
ended December 31, 2005 the members of the StotterOgnd Compensation Committee were Yehuda Karni,
Eitan Haber and Menahem Morag. The Stock OptionGampensation Committee held one meeting and did
not act by written consent during the fiscal yeaded December 31, 2005.

Report of the Stock Option and Compensation Committe
The Stock Option and Compensation Committee’s d@keraompensation policy strives to
provide compensation rewards based upon both catgand individual performance while

maintaining a relatively simple compensation pragia order to avoid the administrative costs
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which the Stock Option and Compensation Committdiebes are inherent in multiple complex
compensation plans and agreements.

The determination of compensation ranges for exexofficers reflect a review of salaries and
bonuses for executive officers holding similar fiosis in companies of relatively comparable size
and orientation. However, in making compensatiazigiens, the Stock Option and Compensation
Committee remains cognizant of the Board of Diregittesponsibility to enhance shareholder value.
The Stock Option and Compensation Committee usilzash bonuses, when it feels a bonus is
merited, based on factors such as an executiveigidual performance. The Company has available
a long-term incentive for executives to both remaithe employ of the Company and to strive to
maximize shareholder value through the 1998 Plaméaeinafter defined) and 2000 Plan, which
aligns the interests of executives with those afsholders.

Determination of Jack Bigio’s compensation as tbenfany’s Chief Executive Officer for the
fiscal year ended December 31, 2005 reflects a aoisgn with chief executive officer
compensation of companies of relatively comparalde and orientation, but also reflects
recognition of Mr. Bigio’s ongoing contribution the growth, success and profitability of the
Company. On August 16, 2002, Mr. Bigio was graritb@,000 options pursuant to the 2000 Plan to
purchase shares of Class A Stock of the Compaay akercise price of $3.12 per share, the closing
price of the Class A Stock as reported on Nasdatf@iate of issuance. These options vest in equal
installments of 9,375 shares beginning on Noveribe2002 and each three month anniversary
thereafter, except that a portion of the optiony mest on an accelerated basis upon the achieve
of certain performance criteria. On October 28,£00r. Bigio was granted 280,000 options
pursuant to the 2000 Plan to purchase shares 8§ @l&tock of the Company at an exercise pric
$3.50 per share, the closing price of the Clas$o&lSas reported on Nasdaq on the date of issu
These options vest in equal installments of 17 &tres beginning on January 28, 2005 and each
three month anniversary thereafter. In negotiatiregnumber of shares subject to the option grant,
the Stock Option and Compensation Committee totikaacount the past option grants made to
other executive officers, Mr. Bigio’s rank and respibilities and Mr. Bigics expected contributiol
to the Company. In addition, the Stock Option amn@ensation Committee sought to provide a
significant incentive for Mr. Bigio to enhance sblaolder value.

STOCK OPTION AND COMPENSATION COMMITTEE
Yehuda Karni, Chairman

Eitan Haber
Menahem Morag
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The current members of the Stock Option and CongiemsCommittee are Mr. Yehuda Karni, Mr. Eitan
Haber and Mr. Menahem Morag, none of whom is aiceffor employee or former officer or employeela# t
Company or any subsidiaries. During 2005, no exeeutfficer of the Company served on the Stock @pti
and Compensation Committee, or the Board of Dirsabd another entity whose executive officer(sysdron
the Company'’s Stock Option and Compensation Coramitf the Board of Directors.

Special Committee of the Board

On October 28, 2004, the Board formed a Special i@itt@e of the Board composed of Mr. Yehuda
Karni, Mr. Eitan Haber, Mr. Menahem Morag and Mrickbel Arnon (prior to his death), each of whonraris
independent director.

The Board appointed the Special Committee of inddpast directors to consider alternatives availadle
the Company to maximize shareholder value. Thei&p8ommittee was formed in response to a suggestio
from Mr. Yosef A. Maiman, Chairman of the Board arwhtrolling shareholder, that he is reviewing his
alternatives with regard to his investment in tleer@any.

In connection with the formation of this Specialf@ittee, the Company entered into an Indemnificatio
and Compensation Agreement with each of MessraiiKidaber and Morag. In consideration for servisga
member of the Special Committee, each of MessrmiKldaber and Morag shall receive from the Company
fee of $35,000 payable in seven equal monthly linséents beginning on October 28, 2004. In additibe,
Company has agreed to indemnify and hold harmlasls ef Messrs. Karni, Haber and Morag with respect
his service on, and any matter or transaction dened by, the Special Committee to the fullestrixte
authorized or permitted by law.

Q: Did all directors attend all of the Board and Commttee meetings in 2005?

All directors attended more than 75% of the aggegé (1) the total number of meetings of the Board
held during the fiscal year ended December 31, 200&hich such individual was a director and (29 total
number of meetings held by all committees of tha®mn which such individual served in the fiscahy
ended December 31, 2005 (during the period of sectice). In total, the Board held seven reguladlyedule:
meetings during the fiscal year ended Decembe?@15 and acted four times by written consent dutfireg
fiscal year ended December 31, 2005.

Although the Company has no formal policy requirthigector attendance at the Company’s Annual
Meeting, the Chief Executive Officer, who is curttgra member of the Board of Directors, and thei@han
of the Board, are both encouraged to attend thauAlnMeeting. The other members of the Board of Qoes
are welcome to attend the Annual Meeting. Last yaae director attended the Company’s 2005 annual
meeting of shareholders.

THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE RATIFICATION OF THE APPOINTMENT OF THE
COMPANY'S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors seeks shareholder ratificatif the Audit Committeg’appointment of Kesselm
& Kesselman as the independent registered pubtiouating firm of the Company for the fiscal yeadey
December 31, 2006. The Board has not determined adtian, if any, would be taken should the appogrit
of Kesselman & Kesselman not be ratified at the dadiMeeting.
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Q: What were the aggregate fees billed for each of tHast two fiscal years for professional services
rendered by the Company’s independent registered galic accounting firm?

Audit Fees: The fees of Kesselman & Kesselman for professisanlices rendered for the audit of the
Company’s annual financial statements for the figears ended December 31, 2005 and December 84, 20
and reviewing the financial statements includethsnCompany’s quarterly reports on Form 10-Q were
$266,000 and $267,000, respectively.

Audit-Related Fees:None.

Tax Fees:Kesselman & Kesselman'’s tax fees for the fiscatyeaded December 31, 2005 and
December 31, 2004, were $209,000 and $100,000zcteely.

All Other Fees: Kesselman & Kesselman'’s fees for other serviceth®fiscal year ended December 31,
2005 and December 31, 2004, were $236,000 and @22,&spectively.

All of the services provided by our principal acoting firm described above under the captions “Audi
Fees”, “Tax Fees” and “All Other Fees” were appbbg our Audit Committee. The Audit Committee has
determined that the rendering of professional ses/described above by Kesselman & Kesselman is
compatible with maintaining the independent regétepublic accounting firm’s independence.

Q: What are the Audit Committee pre-approval policiesand procedures?

The Company’s Audit Committee Charter provides thatAudit Committee shall approve in advance all
audit services and all naaudit services provided by the independent regidtpublic accounting firm based
policies and procedures developed by the Audit Cidtaenfrom time to time. The Audit Committee wilbin
approve any non-audit services prohibited by applie SEC regulations or any services in conneatitim a
transaction initially recommended by the independegistered public accounting firm, the purposevbfch
may be tax avoidance and the tax treatment of wimia not be supported by the Internal Revenue @ade
related regulations.

Our Audit Committee requires that our independentstered public accounting firm, in conjunctiorttwi
our Chief Financial Officer, be responsible forldag pre-approval for providing services to us émat any
request for pre-approval must inform the Audit Coittere about each service to be provided and muosige
detail as to the particular service to be provided.

THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE APPROVAL OF THE PROPOSED ISSUANCE OF 10,248,005HARES OF CLASS A STOCK
OF THE COMPANY TO MERHAV IN CONNECTION WITH THE COM PANY'S PURCHASE
FROM MERHAV OF A PORTION OF ITS INTEREST IN EMG.

Q: Why does the Company want to issue shares of itsa@@ls A Stock to Merhav?

On December 1, 2005, Merhav Ampal Energy Ltd. (“Mer Ampal Energy”), a whollpwned subsidial
of the Company, entered into an agreement (thast'EMG Agreement”) with Merhav for the purchaseniro
Merhav of a portion of its interest in EMG. Undeetterms of the First EMG Agreement, Merhav Ampal
Energy acquired the beneficial ownership of 1,20res of EMG's capital stock, representing a 2%eheial
ownership in EMG for a purchase price of $29,960,0ditionally, Merhav Ampal Energy was granted th
exclusive right to negotiate to acquire a substhpirtion of Merhav’s remaining shares of EMG. Kar
Ampal Energy also has the right for a period ofgtitn
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require Merhav to repurchase the EMG interest.fohegoing summary is qualified in its entirety farence
to the First EMG Agreement, which was filed on Mag&9, 2006 as Exhibit 10.L to the Company’s annual
report on Form 10-K for the fiscal year ended Delsen81, 2005.

On August 1, 2006, Merhav Ampal Energy entered amt@greement (the “Second EMG Agreement”)
with Merhav for the purchase from Merhav of an &ddal portion of its interest in EMG. Under thertes of
the Second EMG Agreement, Merhav Ampal Energy aeduhe beneficial ownership of 4.6% of the
outstanding shares of EMG's capital stock. The pase price for the shares was $100 million, of Wi$i60
million was paid in cash and the remaining $50ionillis to be paid in 10,248,002 shares of the Caoysa
Class A Stock (based upon a per share price o7f$4\8hich was the average price for shares of GlaStock
during the 20day period prior to August 1, 2006). The issuarfcauch shares of Class A Stock is subject t
approval of the shareholders of the Company adnextjby the marketplace rules of the NASDAQ Stock
Market.

Pursuant to the Second EMG Agreement, the purgtréase for the 4.6% beneficial interest may be
adjusted downward should Merhav sell any of itsaiimg shares of EMG to a third-party purchasex at
purchase price per share lower than the purchase per share paid by Merhav Ampal Energy purstatite
Second EMG Agreement. Additionally, pursuant toSeeond EMG Agreement, Merhav Ampal Energy was
granted the right to acquire up to an addition@%& of the total outstanding shares of EMG stocle Th
foregoing summary is qualified in its entirety ®farence to the Second EMG Agreement, which wed ik
Exhibit 10 to the Company’s current report on F@&+K filed on August 3, 2006.

As a result of these transactions, Merhav Ampal@nbeneficially owns 6.6% of the total outstanding
shares of EMG.

Q: Did the Company’s Independent directors review andipprove the proposed issuance?

Yes. Yosef A. Maiman, the Chairman of the Board tmedCompany’s controlling shareholder, is the sole
owner of Merhav. Because of the foregoing relatigmsthe Special Committee, which is identical in
composition to the Audit Committee and compriseldlgaf independent directors of the Company, nieged
and approved the transactions described abovedimg) the proposed issuance.

Q: Did the Special Committee receive a fairness opinioregarding the proposed issuance?

Yes. Houlihan Lokey Howard & Zukin Financial Advisg Inc. acted as financial advisors to the
Special Committee in regards to the transactiossrized above and rendered an opinion as to theefes of
such transactions, including the proposed issuance.

Q: Why does the Company need shareholder approval ofi¢ proposed issuance?

Because the Company’s common stock is traded odada# is subject to the NASD’s Nasdaq
Marketplace Rule 4350(i)(1)(C), which requires ttiegt issuance be approved by the Company’s shaieisol

NASD Marketplace Rule 4350(i)(1)(C)

Under NASD Marketplace Rule 4350(i)(1)(C), shareleolapproval must be sought in connection
with an acquisition of the stock or assets of amottompany if any director, officer or substansiaareholder
of the issuer has a 5% or greater interest (or pectons collectively have a 10% or greater intgrdsectly ol
indirectly, in the company or assets to be acquireid the consideration to be paid in the trarieactr series
of related transactions and the present or potessiaance of
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common stock, or securities convertible into orreisable for common stock, could result in an iasein
outstanding common shares or voting power of 5¥haire.

Because Yosef A. Maiman, a Director of the Compamy Chairman of the Board, owns greater
than 5% of each of Merhav and EMG and becausertipoped issuance of 10,248,002 shares of the &lass
Stock would amount to an increase of __ % of thetantding shares, the Company must obtain shareholde
approval of the proposed issuance.

If approved, this proposal will satisfy the requirents to issue more shares under NASD
Marketplace Rule 4350(i)(1)(C) in connection witie tClass A Stock to be issued to Merhav.

Q: If approved by shareholders, when will the proposedssuance take place?

Should holders of the Company’s Class A Stock appthe proposed issuance 10,248,002 shares
of the Company’s Class A Stock to Merhav Annual tMeg the Company intends to issue such shares to
Merhav as soon as is practicable following the AaifMieeting.

Q: How many shares of Class A Stock are available fassuance by the Company?

The Company’s Restated Certificate of Incorporatamamended, authorizes the issuance of up to
60 million shares of Class A Stock. As of the Redddate, the Company had issued and
outstanding and, pursuant to the Restated Cettfigiincorporation, as amended, may issue up to
additional shares of Class A St

If the Companys shareholders approve the proposed issuance shéhnes to Merhav, the Comp:
will have remaining shares of Clag&idkk after taking into account the issuance oftiaes
to Merhav.

Q: What are the potential effects of the proposed issmce upon the Company’s shareholders?

If the proposed issuance is approved, we will isEu@48,002 shares of the Company’s Class A Stock t
Merhav. Accordingly, the approval of proposed issugawill have the effect of substantially reducthg
percentage of equity and voting interest held poahe proposed issuance by each shareholdee of th
Company’s Class A Stock and increasing the numbeutstanding shares of our Class A Stock. Becbdrse
Maiman is the sole owner of Merhav, his controllingerest in the Company will increase from __ % t86 of
the total number of shares of Class A Stock outsitenshould the proposed issuance be approved by
shareholders at the Annual Meeting and the Comjssues the 10,248,002 shares of the Company’s Blass
Stock to Merhav.

Q: What effect would the failure of the proposed issuace have on the Company?

Pursuant to the Agreement, if the shareholdersotl@approve the proposed issuance of 10,248,002shar
of the Company’s Class A Stock to Merhav withinri8nths of August 1, 2006, Merhav Ampal Energy may
have to return 50% of the shares of EMG that iu&eg from Merhav pursuant to the Second EMG
Agreement.

Q: What is the recommendation of the Board of Directos regarding the proposed issuance?
Your Board of Directors recommends that you votdRR@e proposed issuance of 10,248,002 shares of

Class A Stock of the Company to Merhav in connectiith the Company’s purchase from Merhav of a
portion of its interest in EMG.
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THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE COMPANY'’S EXECUTIVE OFFICERS

Q: Who are the Company'’s executive officers?

Executive officers are elected annually by the Ba#rDirectors. The persons appointed by the Boérd
Directors to serve as executive officers are dbedrbelow. The descriptions of Mr. Maiman, Chairméthe
Board of Directors of Ampal, and Mr. Bigio, Chiek&cutive Officer and President of Ampal, can benfibu
above with the descriptions of the nominees forBbard. The following is a description of the exioel
officers, other than Messrs. Maiman and Bigio, itlagies, their positions and offices with Ampalter i
subsidiaries and their principal occupations angleyment during the past five years.

IRIT ELUZ, 39, has been the Chief Financial Offiegrd Senior Vice PresidenEinance an
Treasurer since October 2004. Since July 2006,Bl&z has served as a director of Kamor Ltd. Frony
2002 through October 2004 Ms. Eluz was Chief Firar©fficer and Vice Presidentkinance and Treasur
From January 2000 through April 2002, Ms. Eluz was Associate Chief Financial Officer of Merhavofm
June 1995 through December 1999, Ms. Eluz was tef Einancial Officer of Kamor Group.

YORAM FIRON, 37, has been Secretary and Vice Pesgid Investments and Corpor:
Affairs since May 2002. During the preceding fiveays, Mr. Firon was a Vice President of Merhav a
partner in the law firm of Firon Karni Sarov & Firo

AMIT MANTSUR, 36, has been Vice President — Investits since March 2003. From
September 2000 through December 2002, Mr. Mantswesd at Alrov Group as Strategy & Business
Development Manager. From February 1997 throughe®aper 2000, Mr. Mantsur was a project manager at
the Financial Advisory Services of KPMG Somekh ®hai

GIORA BAR-NIR, 49, has been Vice-President — Acammof the Company since October
2004 and has served as the Company’s Controllee $itarch 2002. During the preceding five years, Bér-
Nir was the Controller of the Israeli subsidiarsgsAmpal.

Q: How are the Company’s executives compensated?

The table below presents information regarding me@nation paid for services to Ampal and its
subsidiaries by the executive officers named belaving the three fiscal years ended December 315,20
2004 and 2003.

Long-Term
Compensation
Other Number of
Annual Securities All
Name and Compensation Underlying Other
Principal Year Salaries Bonus ©) Options (100 Compensation
. (U.S. Dollars)
Position (U.S. Dollars) (11)
Yosef A. 2005 581,613 310,208 299 - 7,282
Maiman()(12)
Chairman of the 2004 606,409 364,604 6,091 - 2,143
Board
2003 506,849 155,953 25,570 - 2,002
Jack Bigio®@(12) 2005 443,176 208,484 40,257 - 111,235
President and 2004 420,064 252,564 54,943 280,000 102,131
CEO
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2003
Irit Eluz 3)(12) 2005
CFO-SVP Finance § 2004
Treasurel 2003
Yoram Firon®)(12) 2005
Secretary, Vict 2004
President an 2003
Corporate Affairs
Amit Mantsur® 2005
Vice Presiden- 2004
Investments 2003

Shlomo Shale®(®) 2005
Senior Vice Presider 2004

(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)

(11)

(12)

Investmen 2003

257,547

242,757

219,980
183,959

185,345

159,500
133,138

129,915

120,706
108,853

180,385

188,105
167,093

106,189

423,599

132,332
55,698

107,767

48,674
14,063

43,308
51,068

96,688

61,145
34,254

71,777

25,525

32,732
39,631

25,771

26,491
30,261

13,187

11,491
12,097

18,930

24,617
33,048

190,00C

15,000
58,000

30,000

88,389

57,374

49,349
42,000

45,346

35,086
29,756

32,911

31,130
28,335

300,601

46,803
41,712

Mr. Maiman has been employed by Ampal since Agil 2002 as Chairman of the Boa

Mr. Bigio has been employed by Ampal since Apri] 2802 as President and CE

Ms. Eluz has been employed by Ampal since AprilZH)2.
Mr. Firon has been employed by Ampal since April 2802.
Mr. Mantsur has been employed by Ampal since Fefpra2003.
Mr. Shalev served as Senior Vice President Investinem May 21, 2002 until November 30, 20!
Mr. Shalev retired on November 30, 2005, the ammindlude final account settleme
Mr. Shalev exercised 73,125 options on Decemb26005.
Consists of amounts reimbursed for the paymerdaadd.

Represents the number of shares of Class A Stod&riying options granted to the named execi

officers.

Comprised of Ampal (Israel's) contribution pursudat: (1) Ampal (Israek) Pension Plan and |
Ampal (Isra€’s) education fund and (iii) use of car and (iv) aéenobile (v) final account settlemel

Eligible to receive an additional payment of upsi® months salary (i) in the event of a chang
control of the Company and (ii) such executive agfis employment is terminated within six mor

from the date of the change of control of the Comyp

Q: How many options do the executive officers own

Number of Securities Underlying
Unexercised Options at Fiscal Yea

Fiscal Year-End Option Values

End 2005
Exercisable Unexercisable
Yosef A. Maimar 203,125 46,875
Jack Bigio 191,875 238,125
Irit Eluz 133,781 224,719
Yoram Firon 103,15€ 155,344
Amit Mantsur 43,625 29,375
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Unrealized Value of
In-the-Money Options

(U.S. Dollars)
Exercisable Unexercisable
$633,75C $146,25C
$625,25C $822,75C
$443,99¢ $780,92Z
$339,89¢ $538,82¢
$160,264 $106,25€



Q:Did the Company Grant any Options in the Last FischYear

No stock options were granted to purchase our GaS8ck to our named executive officers duringdi
year ended December 31, 20

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

Ampal previously maintained a money purchase pengian (“Pension Plan”) for all full-time employees
of Ampal except non-resident aliens outside thaddhBtates. Pursuant to the cessation of the CoytglrS.
operations, the Ampal-American Israel Corporatioondy Purchase Pension Plan and the Ampal-American
Israel Corporation Savings Plan were terminateelctiffe December 31, 2004.

In March 1998, the Board approved a Long-Term ItigerPlan (1998 Plan™)permitting the granting ¢
options to all employees, officers, directors andsultants of the Company and its subsidiariesitalase up
to an aggregate of 400,000 shares of Class A STdwk1998 Plan was approved by a majority of the
Company'’s shareholders at the June 19, 1998 anmegting of shareholders. The 1998 Plan remainfente
for a period of ten years. As of December 31, 2@05000 options of the 1998 Plan are outstanding.

On February 15, 2000, the Stock Option Committgg@ped a new Incentive Plan (“2000 Plan”), under
which the Company has reserved 4 million shareSlass A Stock, permitting the granting of optioostl
employees, officers and directors. The 2000 Plasm apgproved by the Board of Directors at a meetild bn
March 27, 2000 and was approved by a majority efGlompany’s shareholders at the June 29, 2000 hnnua
meeting of shareholders. The 2000 Plan remainfeotefor a period of ten years. As of DecemberZ1Q5,
1,994,500 options of the 2000 Plan are outstanding.

The options granted under the 1998 Plan and theé PGih (collectively, the “Plans”) may be either
incentive stock options, at an exercise price tddtermined by the Stock Option and Compensation
Committee (“the Committee”) but not less than 108Rhe fair market value of the underlying optiarsthe
date of grant, or non-incentive stock options,raegercise price to be determined by the Commiftae.
Committee may also grant, at its discretion, “lietgd stock,” “dividend equivalent awards,” whichtile the
recipient to receive dividends in the form of ClasStock, cash or a combination of both and “stock
appreciation rights,” which permit the recipientrézeive an amount in the form of Class A Stockhaar a
combination of both, equal to the number of shafeaSlass A Stock with respect to which the rights a
exercised multiplied by the excess of the fair reaikalue of the Class A Stock on the exercise dege the
exercise price. The options granted under the Rieme granted either at market value or above.

Under each of the Plans, all granted but unvegtéidris become immediately exercisable upon the
occurrence of a change in control of the CompamyA@ril 25, 2002, the controlling shareholder of th
Company, Rebar Financial Corp., sold all of itxktm the Company to Y.M. Noy Investments Ltd.
Accordingly, all options granted but unvested uritierPlans were immediately exercisable.

The Company accounts for all plans under APB Opimo. 25, under which no compensation costs were
incurred in the years ended December 31, 2003, 2664005. If compensation cost for the optionseurtide
above Plans had been determined in accordanceSwAls No. 123, the Company’s net income (loss) would
have been ($6,832) million, ($18,954) million ar@l351 million, for the years 2005, 2004 and 2003,
respectively.
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THE FOLLOWING QUESTIONS AND ANSWERS RELATE TO
THE COMPANY’S CLASS A STOCK

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

The following graph compares the percentage chamgemulative total return (change in the stockceri
plus reinvested dividends) of Ampal Class A Stahk, S&P 500 Stock Index and a peer group index osey
of Koor Industries (an Israeli holding company) &t Israeli Fund (an American closed-end furat th
acquires equity interests in companies locatedrimel) for the period December 31, 2000 throughelrdser
31, 2005. The stock price performances shown ogttéygh are not intended to forecast or be indieatifv
future price performance.

o

Q: Who are Ampal’s principal shareholders?

The following table sets forth information as ofgust 23, 2006, as to the holders known to Ampal who
beneficially own more than 5% of the Class A Stdbk, only outstanding securities of Ampal. As af th
Record Date, there were (not including treasury shares) shares of Classo&kSof Ampal
outstanding.
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Security Ownership of Certain Beneficial Owners

Percent

Amount of Shares of Outstanding
Name and Address ) and Nature Shares of
of Beneficial Owner Title of Class of Beneficial Ownership Class A Stock
Y.M Noy Investments Ltd., of 33  Class A Stock 11,750,132 sharé®
Havazelet Hasharon st., Herzliya,
Israel
Yosef A. Maiman Class A Stock 12,000,132 sharé®d®@

Y.M Noy Investments Ltd., of 33
Havazelet Hasharon st., Herzliya,
Israel

Ohad Maiman Class A Stock 11,750,132 sharé®
Y.M Noy Investments Ltd., of 33

Havazelet Hasharon st., Herzliya,

Israel

Noa Maiman Class A Stock 11,750,132 sharé®
Y.M Noy Investments Ltd., of 33

Havazelet Hasharon st., Herzliya,

Israel

(1) Consists of 11,750,132 shares of Class A Stock diedtttly by Y.M. Noy Investments Ltd.
Yosef A. Maiman owns 100% of the economic sharesare-third of the voting shares of Y.M.
Noy Investments Ltd. In addition, Mr. Maiman hokls option to acquire the remaining -
thirds of the voting shares of Y.M. Noy Investmeintd. (which are currently owned by Ohad
Maiman and Noa Maiman, the son and daughter, régpbg of Mr. Maiman).

(2) Includes 250,000 shares of Class A Stock underlgptgpons which are presently exercisable as
of August 23, 2006 or exercisable within 60 dayswfh date by Mr. Maiman.

Q: What percentage of Class A Stock do the directorsnal officers own?

The following table sets forth information as oétRecord Date as to each class of equity secuoties
Ampal or any of its subsidiaries beneficially owrigdeach director and named executive officer ofpain
listed in the Summary Compensation Table and bgliedctors and named executive officers of Ampad as
group. All ownership is direct unless otherwiseetbtThe table does not include directors or namedwdive
officers who do not own any such shares:

Amount of Shares and Percent of
Nature of Beneficial Outstanding Shares
Ownership of
Name of Class A Stock Class A Stock
Yosef Maiman 12,000,132 (1) %
Jack Bigio 272,500 @ *
Shlomo Shale 0 *
Irit Eluz 201,000
Yoram Firon 151,625 (@ *
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Amit Mantsur 46,438 (2 *

Leo Malamud 150,000 @ *
Dr. Josef Yerushalmi 100,000 @ *
Eitan Haber 26,250 (@ *
Yehuda Karni 26,250 @) *
Menahem Morag 20,625 ) *
All Directors and Executive Officers
as a Grou 12,994,820 %
* Represents less than 1% of the class of
securities

(1) Attributable to 11,750,132 shares of Class A Stoekl directly by Y.M. Noy Investments Ltd. See
“Security Ownership of Certain Beneficial Ownergi"addition, this represents 250,000 shares
underlying options for Yosef Maiman which are prekeexercisable as of August 23, 2006 or
exercisable within 60 days of such date by Mr. Main

(@ Represents shares underlying options which areptigsexercisable as of August 23, 2006 or exeldé
within 60 days of such dat

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

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchange Act of4193 amended, requires Ampal’s executive officers
and directors, and persons who own more than 10&efistered class of Ampal’s equity securitiedijlé
with the Securities and Exchange Commission ingiatements of beneficial ownership (Form 3), and
statements of changes in beneficial ownership (Batrand 5), of Class A Stock of Ampal. To the Conya
knowledge, based solely on its review of the copfesuch forms received by it, or written represgions fron
certain reporting persons that no additional fomwese required, all filing requirements applicaldéts
executive officers, directors, and greater than Sd#reholders have been met.

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

The Audit Committee of Ampal has the duty and restality of approving all transactions between
Ampal, on the one hand, and any officer, direatoigffiliate thereof, on the other hand, or in whany officer
director or affiliate has a material interest. Untliee rules promulgated by Nasdaq, the Audit Cornemimust
review and approve all transactions between Ampadhe one hand and any officer, director or priatip
shareholder of Ampal on the other hand. The Audin@ittee considers and evaluates potential rejsdety
transactions from time to time, including owestment opportunities and other types of tratisas. The Audi
Committee has the authority to engage indepeneéegat,|financial and other advisors.

As described in this Proxy Statement, beginningage 12 above, the Company has purchased a 6.6%
beneficial interest in EMG through two transactiath Merhav. Yosef A. Maiman, the Chairman of the
Board and the Compars/controlling shareholder, is the sole owner of her Additionally, Messrs. Malami
and Yerushalmi are employees of Merhav. Becaugigedforegoing relationships, the Special Committee,
which is identical in composition to the Audit Coritit@e, negotiated and approved the transactionitesl
above. Houlihan Lokey Howard & Zukin Financial Aders, Inc. acted as
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financial advisors to the Special Committee. Dmiid Novik, a nominee for director, is also an evgpk of
Merhav and serves as the Merhav designee to thelBb®irectors of EMG.

OTHER MATTERS
Other Business

The Board of Directors knows of no business othantthat described in this Proxy Statement thadtheil
presented for consideration at the Special Meetfr@her business shall properly come before thecil
Meeting, shares represented by valid proxies weilvbted on such matters in accordance with the best
judgment of the persons named as proxies on theymards, or their duly authorized designe

Shareholder Proposals

Any holder of Class A Stock who wishes to subnpt@posal to be presented at the next annual meeting
of shareholders must forward such proposal to #we$ary of the Company at the address in the Batic
Annual Meeting so that it is received by the Compaa later than May 31, 2007. Such a proposal must
comply with such rules as may be prescribed franetio time by the SEC regarding proposals of sgcuri
holders.

Information Incorporated by Reference

We are incorporating by reference information ititis Proxy Statement, meaning that we are disajpsin
important information to you by referring you tocdiner document filed separately with the SEC. The
information incorporated by reference is consideocble part of this proxy statement, except toetktent that
the information is superseded by information irs §hioxy statement.

The following documents contain important inforneatabout us and our financial condition and
operating results, and are hereby incorporatect®rence:

o Annual Report on Form 10-K for the year ended Ddwemn31, 2005, filed with the SEC on March 29,

2006;

o Quarterly Report on Form 10-Q for the quarter enddedch 31, 2006, filed with the SEC on May 11,
2006; anc

o Quarterly Report on Form 10-Q for the quarter endlate 30, 2006, filed with the SEC on August 7,
2006

By Order of the Board of Directors,
JACK BIGIO
President and Chief Executive Officer

August 29, 2006
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