AMPAL-AMERICAN ISRAEL CORP

FORM 8-K

(Current report filing)

Filed 12/1/2006 For Period Ending 11/28/2006

Address 555 MADISON AVENUE 20TH FLOOR
NEW YORK, New York 10022
Telephone 212-593-9842
CIK 0000731859
Industry Misc. Financial Services
Sector Financial
Fiscal Year 12/31
pawered By EDGA ROnline

hitpiherwew_edgar-online.com/
D Copyright 2005. All Rights Reservad
Distribution and use of this document restricted under EDGAR Onlines Terms of Use.




UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 8-K
CURRENT REPORT
Pursuant to Section 13 or 15(d) of the
Securities Exchange Act of 1934

Date of report (Date of earliest event reportedyé&tober 28, 2006

AMPAL -AMERICAN ISRAEL CORPORATION
(Exact Name of Registrant as Specified in Charter)

New York 0-538 13-043568¢E
(State or Other Jurisdiction (Commission (IRS Employer
of Incorporation) File Number) Identification No.)
111 Arlozorov Street, Tel Aviv, Isra 62098
(Address of Principal Executive Offices) (Zip Code)

Registrant’s telephone number, including area do866-447-8636

N/A
(Former Name or Former Address, if Changed Since Last Report)

Check the appropriate box below if the Form 8-Knfil is intended to simultaneously satisfy the §lin
obligation of the registrant under any of the fallog provisions (gee General Instruction A.2. below):

O Written communications pursuant to Rule 425 underSecurities Act (17 CFR 230.425)

O Soliciting material pursuant to Rule 14a-12 underExchange Act (17 CFR 240.14a-12)

O Pre-commencement communications pursuant to Rule{l#) under the Exchange Act (17 CFR 240.14d-2(b))

O Pre-commencement communications pursuant to R@et{d under the Exchange Act (17 CFR 240.13e-4(c)



[tem 1.01 Entry into a Material Definitive Agreement.

Acquisition of An Additional Interest in East Meditanean Gas Co. S.A.E

On November 28, 2006, Ampal-American Israel Corpora(the “Company”), through Merhav
Ampal Energy, Ltd., a wholly-owned subsidiary of tGompany, entered into an agreement (the “Stock
Purchase Agreement”) with Merhav M.N.F. Ltd. (“Meaw) to acquire from Merhav additional shares oftEa
Mediterranean Gas Co. S.A.E., an Egyptian jointlstmmpany (“EMG”), pursuant to an option grantedtte
Company by Merhav in August 2006. The transactioexpected to close within the next 10 days.

EMG is an Egyptian joint stock company which hasrbgiven the right to export natural gas from
Egypt to Israel and other locations in the East ivedhnean basin via an underwater pipeline. Thelie,
which EMG expects to be completed during the fitsarter of 2008, will run from El-Arish, Egypt to
Ashkelon, Israel.

Under the terms of the transaction, the Companlyaeduire the beneficial ownership of 5.9% of the
outstanding shares of EMG'’s capital stock. The pase price for the shares is approximately $1281m
of which, approximately $68.3 million will be paiid cash, $40 million will be paid in 8,602,151 stmof the
Company's Class A Stock and the balance will bé pgia promissory note in the principal amount2® $
million (the “Convertible Promissory Note"), whicht the option of Merhav, will be paid in cash, diddal
shares of the Company’s Class A Stock (based gita per share of $4.65 per share), or a combinatio
thereof. The Convertible Promissory Note will bederest at 6 months LIBOR and mature in one orenor
partial payments on the earlier of 9 months fromdlosing of the transaction or upon demand by lslerfihe
issuance of the shares of Class A Stock is sutjebie approval of the shareholders of the Compasya
result of this transaction, the Company will beciefiy own 12.5% of the total outstanding share&bfG.

Yosef A. Maiman, the Chairman, President and CE@efCompany and the Company’s controlling
shareholder, is the sole owner of Merhav. Becabtifgedforegoing relationship, a special committééhe
Board of Directors composed of the Company’s indéat directors negotiated and approved the tréinsac
Houlihan Lokey Howard & Zukin Financial Advisorsid., which has been retained as financial advistine
special committee, advised the special committethigriransaction.

The foregoing description of the Stock Purchases@grent and the Convertible Promissory Note do
not purport to be complete and are qualified inrtaetirety by reference to the Stock Purchase Agrent,
which the Company has filed as Exhibit 10.1 heratal the form of Convertible Promissory Note, whicé
Company has filed as Exhibit 10.2 hereto.

A copy of the Company’s press release announcia@xecution of the Agreement is attached hereto
as Exhibit 99.1 and is incorporated in this refyrteference.
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Private Investment in Public Equity

On November 28, 2006, the Company entered intccaries Purchase Agreement with certain
institutional investors in Israel (the “Investor$dy the sale of 8,142,705 shares of Class A Std¢ke
Company (the “Shares”) for an aggregate price Gf&s3,577 (based on a price per share of $4.65) and
warrants to purchase 4,071,352 shares of the @l&seck of the Company (the “Warrants”) for an eise
price of $4.65 per share. The Warrants will exgiraonths after the date of their issuance andnwillbe
exercisable until the issuance of the shares uyidgrthe Warrants has been approved by the Company’
shareholders. The sale is subject to customaryng@®nditions and a determination from the NASDAB®@ck
Market LLC that shareholder approval will not bguiged with regards to the issuance of the Shards a
Warrants contemplated by this private placememstation. The sale of the Shares and Warrantsisotad ti
close as soon as possible after receipt of suchDw B approval.

In connection with the Securities Purchase Agredntka Company agreed to enter into a
registration rights agreement with the Investorthatclosing of the private placement transacfamsuant to
which, among other things, the Company will be gduied to file a registration statement prior toehdier of
(i) the 60th calendar day following the date tHargholder approval is obtained to the extent reguand (ii)
July 28, 2007. In the event the Company fails tsBasuch obligations, and under certain othecwinstances
as set forth in a registration rights agreementjlitbe required to pay liquidated damages eqodl.5% of the
aggregate investment amount paid by the Investorthé Shares and Warrants, with an aggregatefcipl6
on such liquidated damage payments.

The offering of the Shares and Warrants was malé¢ydo certain norlJ.S. institutional investors
accordance with Regulation S under the U.S. Séesiitct of 1933, as amended. The Shares and Wannzan
not be offered or sold in the United States or hitél States persons without registration unlessxamption
from such registration is available. This noticeslaot constitute an offer to sell the shares aramés, nor a
solicitation for an offer to purchase the shares,stall it constitute any offer, solicitation @ls of any of the
Shares or Warrants in any jurisdiction in whichfsoéfering sold would be unlawful.

A copy of the Company’s press release announciagtivate placement transaction is attached
hereto as Exhibit 99.2 and is incorporated in thort by reference.

Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet
Arrangement of a Registrant.

The information required to be disclosed hereumdtr respect to the Convertible Promissory Note
to be issued by the Company in connection withBRKS transaction is set forth in Item 1.01 above &nd
incorporated herein by reference.



Item 3.02 Unregistered Sales of Equity Securities.

1. The information required to be thsed hereunder with respect to the shares of @&wck of the
Company to be issued in the EMG transaction i$os#t in Item 1.01 above and is incorporated hebgin
reference.

2. The information required to be thsed hereunder with respect to the private placémnansaction
is set forth in Item 1.01 above and is incorpordterkin by reference.

tem 9.01 Financial Statementsand Exhibits.
(d) Exhibits.
Exhibit No. Description of Exhibi
10.1 Stock Purchase Agreement, dated November 28, :
10.2 Form of Convertible Promissory Not
99.1 Press release of Ampal-American Israel Corporaggarding the EMG transaction, dated
November 29, 200¢
99.2 Press release of Ampal-American Israel Corporaggarding the private placement

transaction, dated November 29, 20



SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caused
this report to be signed on its behalf by the usidgeiled hereunto duly authorized.

Date: November 30, 2006

AMPAL-AMERICAN ISRAEL CORPORATION

By: /sl Yoram Firon

Name: Yoram Firon
Title: Vice President — Investments and
Corporate Affairs
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Exhibit 10.1
STOCK PURCHASE AGREEMENT
between

MERHAV AMPAL ENERGY LIMITED
as Purchaser,

and

MERHAV (M.N.F.) LIMITED
as Seller

of normal shares
of
EAST MEDITERRANEAN GAS CO. S.A.E.

Dated as of November 28, 2006
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STOCK PURCHASE AGREEMENT

STOCK PURCHASE AGREEMENT, dated as of NovemberZR)6 (this “ Agreemerif), between
Merhav (m.n.f.) Limited, a company organized unitherlaws of the State of Israel (“ Selfgrand Merhav
Ampal Energy Limited, a company organized undedanes of the State of Israel (* Purcha¥erCapitalized
used herein but not otherwise defined herein $taalé the meanings ascribed to such terms in Appehdi
hereto.

Recitals

WHEREAS, the Seller and Purchaser entered intocirahin Omnibus Agreement, dated as of
December 1, 2005 (the “ Omnibus Agreeni@npursuant to which Purchaser purchased the b@akihterest
in 1,200 normal shares (the “ Initial Shatgswvith nominal value of $1,000 per share, of tapital stock (the “
EMG Stock”) of East Mediterranean Gas. Co. S.A.E., a compaggnized under the laws of Egypt (* EM§
representing 2% of all issued and outstanding abgibck of EMG;

WHEREAS, the Seller and Purchaser entered intoStatk Purchase Agreement, dated as of August
1, 2006 (the “ August SPA, pursuant to which Purchaser purchased the bgakihterest in 2,760 normal
shares (the “ August Shargsof EMG Stock, representing 4.6% of all issued autstanding capital stock of
EMG,;

WHEREAS, the August SPA also provided for an opfitve “ August Optiori)for Purchaser to
purchase up to an additional 3,540 normal shar&ME Stock from Seller, for a purchase price eqodhe
purchase price per share paid by Purchaser fokulgest Shares, pursuant to the August SPA,

WHEREAS, the Seller and Purchaser have agreed tlifyrthe number of shares sold hereunder to
reflect the original understanding to maintain pineportion of shares of EMG Stock subject to thedat
Option at 5.9% of the outstanding shares of EM@IS#dter taking into account an issuance of aduiitio
shares of EMG Stock to the shareholders of EMG; and

WHEREAS, Purchaser has agreed to purchase, aret 8ali agreed to sell to Purchaser, an addit
5,926 shares (the “* New EMG Shatesf EMG Stock in accordance with the terms obtAigreement,
resulting in the exercise of the August Optionuh. f

NOW, THEREFORE, in consideration of the mutual cev@s and agreements set forth in this
Agreement, and for other good and valuable conafiber, the receipt and sufficiency of which areetgr
acknowledged, the parties with the intention ohdegally bound hereto agree as follows:

ARTICLE |
SALE OF SHARES AND CLOSING

1.01 Sale of New EMG ShareAt Closing, Seller shall, at the option of Purséi either (i) sell,
assign and transfer to Purchaser, and Purchassrsagr purchase from Seller, all of the rightk tind interes
of Seller in and to the New EMG Shares on the teantssubject




to the conditions set forth in this Agreement drgell, assign and transfer on to Purchaser thefizal
ownership interest in the New EMG Shares.

1.02 Purchase Pricéa) Subject to Section 1.02(b) hereof, the pusehaice (the “ Purchase
Price”) for the New EMG Shares shall be $128,266,00@h&aggregate (based on a per share purchase price
of ($21,644.62), payable as follows: (i) $68,268,00 cash (such amount herein referred to as thash
Consideratiori), (ii) a Promissory Note in the form attachedéteras Exhibit Athe “ Promissory Not#) in
the original principal amount of $20,000,000 anil §,602,151 shares of the Class A Stock, pare/§i.00
per share (the “ Ampal Sto¢k of Ampal-American Israel Corporation (* Amp3§l(having an aggregate val
of $40,000,000, (such shares of Ampal Stock heedferred to as the “ Stock ConsideratipnThe Cash
Consideration shall be payable in immediately add funds to the account of Seller designatedh(suc
designation to be no later than two (2) days godhe Closing Date) in writing by Seller to Pursba The
Promissory Note will be delivered at the Closingbfect to the provisions of Section 9.02, the Stock
Consideration shall be paid by the delivery to&ddy Purchaser of the requisite number of valistyed
shares of Ampal Stock in the name of Seller odésignee, at such time that Ampal has receivelduatthaser
Approvals necessary, including any required apgroithe shareholders of Ampal, for the deliverytiod
stock consideration to the Seller.

(b) In the event that from the date bétbrough August 1, 2008 the Seller enters into
a binding agreement for the sale, assignment poditon, other then with respect to an Affiliaea¢h of said
acts being referred to as a “ Transfeof some or all of the shares EMG stock then hmldhe Seller (the “
Merhav Share}) to a third party and the purchase price peralitire “ Third Party Per Share Purchase Price
for such Merhav Shares is lower than the Purchdse Per share of the New EMG Shares hereunder (e
Share Purchase Prite then the Per Share Purchase Price shall becegtho the Third Party Per Share
Purchase Price and upon closing of the Transfsucii Merhav Shares to such third party, the Ssiia
either, at the election of Seller, (i) transfePtarchaser an amount of EMG Stock having a valualgquhe
product of (x) the excess of the Per Share PurdRese over the Third Party Per Share Purchase Pric
multiplied by (y) the sum of (1) New EMG Shares 4§RBfithe August Shares; or (ii) deliver to Purchase
amount, in cash, equal to the amount specified imbpve. In the event the Transfer is for consitlen other
than cash, or is in such a structure or type wiicdubstantially different from the transaction mplated
hereby, the Parties shall negotiate in good faitmbt more than 15 days to mutually agree upairaahd
correct comparison between the Per Share PurchigcgeaPd the Third Party Per Share Purchase Psiee a
result of the non-cash consideration. In the etlemParties are unable to reach such mutual agreeémsuch
15 day period, then the adequate value of the Thamtly Per Share Price shall be determined by Hanli
Lokey Howard and Zukin, whose determination shailtithe Parties.

(c) In the event that from the date bétkrough August 1, 2008 the Seller enters into
Transfer of some or all of the Merhav Shares toira fparty and the Third Party Per Share Purchaise Por
such Merhav Shares is lower than the Purchase peicehare of the Initial Shares, then the PereSRarchas
Price shall be reduced to the Third Party Per SRarehase Price and upon closing of the Transfeuci
Merhav Shares to such third party, the Seller skitier, at the election of Seller, (i) transfePtarchaser an
amount of EMG Stock



having a value equal to the product of (x) the eza# the Per Share Purchase Price over the Thitgt Per
Share Purchase Price multiplied by (y) the numlbémibal Shares; or (ii) deliver to Purchaser anant, in
cash, equal to the amount specified in (i) abowehé event the Transfer is for consideration othan cash, ¢
is in such a structure or type which is substagtiifferent from the transaction contemplated hgrehe
Parties shall negotiate in good faith for not mitwan 15 days to mutually agree upon a fair andectorr
comparison between the Per Share Purchase Pridbaiidhird Party Per Share Purchase Price as l ofsu
the non-cash consideration. In the event the Raatie unable to reach such mutual agreement inlduday
period, then the adequate value of the Third FRetyShare Price shall be determined by Houliharej,ok
Howard and Zukin, whose determination shall birel Barties.

1.03 Closing (a) Subject to satisfaction or waiver of the dtinds set forth in Articles IV and \
the purchase and sale (the “ Closthof the New EMG Shares and the payment of theRase Price in the
manner described in Section 1.02, will take plac®obefore December 28, 2006 (the “ Deadtnat 10:00
a.m. on a business day mutually agreeable to Pseclaamd Seller. The Closing shall take place abtfiees of
Seller, 33 Havazelet Hasharon St., Herzliya Pitk#drzliya 46105, Israel, or at such other placthagarties
may agree (such date of Closing, the “ Closing Date

(b) Each Party, provided that it is ti@n in default or in breach of this Agreement,
shall have the right to extend the Deadline foeaqul of thirty days from December 28, 2006, whistension
shall be exercisable by delivery of written noticghe other Party prior to the date hereof.

1.04 Deliveries by Seller at Closin§ubject to the terms and conditions hereof, &iedore the
Closing, Seller shall take the following action:

(1) If Purchaser elects pursuant to cldi)s& Section 1.01 to cause the
Transfer of beneficial and legal title to the NeM& Shares to be completed at Closing,
deliver valid beneficial and legal title to Purchasf the New EMG Shares, the August
Shares and the Initial Shares by delivering (igdificate or certificates representing all
of the Initial Shares, the August Shares and NevGEBhares, together with stock
powers or other instruments necessary for the vaditsfer of the beneficial and legal
title of the Initial Shares, the August Shares tredNew EMG Shares to Purchaser d:
the Closing Date and duly endorsed to Purchaser (fmansfer Instrument§ and (ii)
causing EMG to record such transfer of the New E8fares, the Initial Shares and the
August Shares on its stock registry or other appatprecord of the Company;

(2 In the event Purchaser elects to wecat Closing only the beneficial
interest pursuant to clause (ii) of Section 1.0&,$eller shall deliver such instrument:
transfer as reasonably requested to evidence libetsmsfer and assignment of the
beneficial ownership of EMG Shares to Purchaser ‘(fBeneficial Interest Transfer
Instruments).




3) If Purchaser elects pursuant to cldi)s# Section 1.01 to cause the
Transfer of beneficial and legal title to the NeM& Shares to be completed at Closing,
deliver to Purchaser copies of all required Apptevaquired for the consummation of
the transactions contemplated hereunder, includittgput limitation those approvals set
forth on Schedule 2.04 hereof;

(4) Deliver to Purchaser a release ofNbe&v EMG Shares, in form and
substance satisfactory to Purchaser, from Bank [Lefithe floating charge over Seller’s
assets, (the “ Relea¥e

(5) In the event Purchaser elects to wecen the Closing Date only the
beneficial interest in the New EMG Shares purstactause (ii) of Section 1.01, deliver
to Purchaser all documents, agreements and institspsatisfactory to Purchaser in its
sole discretion, that are necessary, or advisableréating a valid first priority security
interest on the Initial Shares, the August Shanesthe New EMG Shares, for the benefit
of Purchaser (the “ Pledge Documeitsecuring the obligations of Seller under this
Agreement;

(6) Deliver to Purchaser a Disclosure éetin form and substance
satisfactory to Purchaser (the “ Disclosure Léeter

@) Deliver to Purchaser all other docutagaoertificates and instruments
required to be delivered by Article 1V hereof; and

8) Deliver to Purchaser such documerdsanably requested by Purchaser
evidencing the obligation and agreement of Y.M. Noyestments Ltd. (* Y.M. Noy)
to vote its shares of Ampal Stock in favor of thsuance of the Stock Consideration to
Seller.

1.05 Deliveries by Purchaser at Closiggbject to the terms and conditions hereof, diedore
the Closing, Purchaser shall take the followingoerct

Q) Pay the Cash Consideration in accordance with &edti02;

(2) Deliver to Seller a fully and validly executed Piiesory Note;

3) Deliver to Seller copies of any regdifPurchaser Approvals set forth on
Schedule 4.07, providgchowever, that Approvals with respect to the delivery af th

Stock Consideration to Seller shall not be requae@losing, but will be subject to the
provisions of Section 9.02; and

(4) deliver to Seller all other documermsitificates and instruments required
to be delivered by Article V hereof.



ARTICLE Il
REPRESENTATIONS AND WARRANTIES OF SELLER

Seller hereby represents, warrants and covenamsrthaser as follows:

2.01 Existence; Authority; Enforceabilit$eller is a company duly organized and validly
existing under the laws of Israel. Seller has #wuisite power and authority to enter into this @@mnent, the
Shareholders Agreement, the Pledge Documents ahdogiaer agreement entered into, or to be entered i
connection with this Agreement and the transactoammtemplated hereby (collectively, the * Transatti
Documents) and to perform its respective obligations he@emand thereunder. The execution, delivery and
performance by Seller of each Transaction Docurtewhich it is or will be a party, and the consuntioa by
it of the transactions contemplated hereby andethehave been duly authorized and approved byogborate
action of Seller. Seller has (or will at ClosingzBaduly and validly executed and delivered eaa@m$action
Document to which it is a party, and each such 3aation Document constitutes (or at Closing wilhstitute)
its legal, valid and binding obligation, enforceambbainst Seller, in accordance with its terms. EM&
company with limited liability, duly organized, vally existing under the laws of the Arab Republicgypt.
EMG'’s principal place of business is at 26 Rous8tly Heliopolis, Cairo, Egypt.

2.02 The New EMG Sharé¢a) The authorized number of shares of EMG stedi0,447. The
record holders of the shares of EMG Stock are k®afs:

Name Number Share Percentag
Mediterranean Gas Pipeline 65,290 65%
Company

Egyptian General Petroleum 10,445 10%
Corporatior

Merhav (m.n.f.) Limitec 25,112 25%

The EMG Organizational Documents provide sharehisldEEMG with a priority right with respect to new
issuances of EMG Stock.

(b) Seller has legal title to 25,112 shares of EMG IStoepresenting 25% of the isst
and outstanding capital stock or other equity egeof EMG on a fully-diluted basis of which Seller
beneficially owns 18,482 normal shares of EMG stoerresenting 18.4% of all of the issued and antiihg
capital stock or other equity interest of EMG diuldy- diluted basis . To the best knowledge of Sellgerafue
inquiry, all of the issued and outstanding shafemapital stock of EMG have been duly authorizealidly
issued are fully paid, nonassessable and exceggtdsrth in the EMG Organizational Documents, foée
preemptive rights (other than the preemptive rggitforth in Section 2.02(a)), with no personability
attaching to the ownership thereof. The New EMGr&haepresent 6.9% of the issued and outstandergsh
of capital stock of EMG and together with Initidle&8es and August Shares, represent 12.5% of thedsnd
outstanding shares of capital stock of EMG. Toltbest knowledge of Seller, after due inquiry, thee no
outstanding securities convertible into,



exchangeable for, or carrying the right to acquarey capital stock of EMG, or subscriptions, watsanptions
calls, rights (pre-emptive or other) or other agements or commitments obligating EMG to issueigpakse
of any of its capital stock or any ownership inggrtherein. To the best knowledge, of Seller, tla@eeno
transfer taxes or similar fees payable in connaatiiih the transfer of the New EMG Shares, the Atigu
Shares and the Initial Shares to Purchaser oefiigdee. In the event there are transfer taxeisnilas fees
payable, then that would not be considered a breftie representation of Seller, provided Selkelisbear
and pay all such taxes and fees. EMG has no sabigisli The New EMG Shares have identical, rights,
preferences, priorities and designations and diegaid and non-assessable. Members of the bdard o
directors of EMG (the “ Boart) are elected by the general assembly of EMG msto Article 43 of the
EMG Organizational Documents. Pursuant to Articleo2the EMG Organizational Documents, Seller is
currently represented on the Board by two dire¢twtich number is reflective of Merhavturrent holdings ¢
EMG Stock. The current chairman of the Board igppointee of Mediterranean Gas Pipeline Company.

(©) Seller is the record owner of and peod title to, the New EMG Shares, and
except as set forth in EMG’s Organizational Docutagthe Pledge Documents and the Shareholders
Agreement such shares are, or will be at Closirsgs &nd clear of any and all liens, pledges, ass=ds,
security interests, transfer restrictions, advetain, levy, change, other encumbrance or intexkahy Person
of any kind (collectively “ Liens$). Subject to the rules of the General Investmuthority as such may be
from time to time, and to notification to the Gemldnvestment Authority, there are no restrictiom¢he EMG
Organizational Documents to transfer of the New EBl@ares and all shares of EMG Stock are freely
transferable, with no approvals or consents redui@m EMG, any Governmental Authority or any other
Person. Seller (i) is not party to any, and hasgnanted to any other Person any, and there acaitstanding
options, warrants, subscription rights, rightsicdtfrefusal or any other rights providing for #equisition or
disposition of the New EMG Shares or any other tgguoterest in the Company and (ii) is not a pacyany
voting agreement, voting trust, proxy or other agnent or understanding with respect to the votinang of
its shares of EMG Stock, other than the NomineesAgrent. Upon delivery of the Beneficial Interesarisfer
Instruments, Purchaser shall have the good and batieficial ownership of the New EMG Shares freg a
clear of any Liens. Upon the delivery of the Tramndhstruments, Purchaser shall have good and valid
beneficial ownership of and legal to the Initiala®s, August Shares and New EMG Shares, free andaf
any Liens.

2.03 Certain Matters Relating To EM@) The corporate purpose of EMG is, inter dba,
construct and operate a natural gas pipeline frolrish Egypt to Ashkelen, Israel, and other pointshie eas
Mediterranean, for delivery of natural gas from gig§/the Pipelin€’).

(b) To the best knowledge of Sellereattue inquiry, and other than insurance
policies, contracts and/or agreements related tairihg land in Israel for the construction of EMGdipeline
and related facilities and other agreements ref@@bnnection of its pipeline to the Israeli natibgrid, whick
are currently being negotiated, the contracts gmdeaments specified in Section 2.03(b) of the D=ate
Letter, are all the contracts and agreements nageand advisable for the construction, completforgncing
and operation of the Pipeline have been enteredoywEMG and a reputable counterparty, and to the
knowledge of Seller after due inquiry, are valithding and enforceable against each counterpaayh@&



best knowledge of Seller, after due inquiry, EMG béatained all the financing required for the costiph of
the Pipeline. Construction of the Pipeline will amence in 2007 and is currently estimated to be ¢eteq by
January 1, 2008.

(c) EMG has entered into long term pasghand long term sales contracts for the
purchase and sale of natural gas. EMG’s gas sateaod with its first long term secured customea i$ake or
pay” agreement which requires such customer todalay certain amounts of natural gas, whetheobit
actually requested delivery of such amounts threeagh year of the term of the agreement. All saddssand
purchase contracts and their respective terms amdittons were made available to the Ampal Advisorthe
Data Room.

(d) EMG, and the construction of thedHipe has the support of the governments of
Israel and Egypt, as set forth in the Memorandutdrderstanding Relating to the Purchase and Trassom
of Natural Gas Through a Pipeline Between the Guwent of the State of Israel and the Governmettief
Arab Republic of Egypt. Seller is not aware of aoyndition or fact that which may result in the withwing of
such governmental support for EMG or constructibthe Pipeline by the government of the state cfdkor
the Government of the Arab Republic of Egypt.

(e) The General Assembly of EMG has @dssresolution, pursuant to which, EMG
shall distribute at least 85% of yearly Net Pr¢dis hereinafter defined) to the shareholders am agta basis.
EMG calculates its net profit (“Net Profit”) by decting from the gross income of EMG the followirfg:gas
purchase costs; (i) management and operationgagm fees and expenses; (iii) company expensdsding
annual bonuses for Board members and profit; shasinnual employees bonus and profit sharing;s@ejal
taxes and Egyptian legal reserves; (v) interestather financial expenses; (vi) depreciation oéfhassets at
10% per year; and (vii) reserve accounts withiimét lof 5% of the investment cost. Seller shall take any
action to vote its shares of EMG Stock, or causgeomit any of the directors of EMG that it hasigeated to
vote, to reduce the amount of Net Profits to bé&ithisted below 85% of Net Profits. A 80% vote of
shareholders at a General Assembly of EMG woulcehaired to reduce the required distribution of Net
Profits to be below 85% of the Net Profits.

)] Subject to the limitations set foih the Memorandum of Understanding Relating
to the Purchase and Transmission of Natural Gasufr a Pipeline Between the Government of the $fate
Israel and the Government of the Arab Republic@ff, EMG will be exempt from taxation in Israel any
income derived from the sale and transportatiomadfiral gas from Egypt to Israel so long as (x)agomity of
the equity of EMG are not held by, directly or iratitly, Israeli citizens and (y) the control andnagement of
EMG is carried on outside of Israel and the managgrteam of EMG does not consist of any Israekeits o
residents.

2.04 Compliance With Law; Consenixcept as set forth in Section 2.04 of the Disate
Letter, no approval or consent (“Approvadf) any Person or Governmental Authority is requi@tie made ¢
obtained by Seller in connection with (i) the exému, delivery or performance of this Agreementay other
Transaction Document to be entered into by Sedie(j) the consummation of any of the transactions
contemplated by this Agreement or




any other Transaction Document. Seller, and td#w of Seller's knowledge, after due inquiry, EMf& in
compliance in all respects with all applicable Laemscept where such failure would not have or cowid
reasonably by expected to have a Material Adveffactor have a material adverse effect on theegsl!
ability to consummate the transactions contemplbje@nd perform its obligations, under this Agreator
any other Transaction Document.

2.05 Brokers Other than fees to be paid to Egyptian broketh waspect to registration of legal
title in the New EMG Shares, the August Sharesthadnitial Shares, neither Seller nor any of ifiliates
has paid or become obligated to pay any fee or desiom to any broker, finder or intermediary in nention
with the transactions contemplated hereby.

2.06 Disclosure and Due Diligence Procedya (i) To the best of Seller's knowledge EMG has
provided to Purchaser all documents and informatideMG'’s or any of EMG's Affiliate’s possession or
control relating to EMG, the New EMG Shares and Edi@usiness and prospects, and (ii) Seller hasigeadv
to Purchaser all documents and information in EM@'any of its Affiliate’'s possession or controlating to
EMG, the New EMG Shares and EMG'’s business andopats. Seller has not withheld from Purchaser, Giza
Singer Even Ltd. (* GSE) (in connection with GSE’s preparation of theauation report of EMG), Bryan
Cave LLP, Houlihan Lokey Howard and Zukin, PricesvabuseCoopers or any other advisor of Ampal
designated to work on and receive information inr@ztion with the transactions contemplated hereund
(each an “ Ampal Advisadh), any information or documents in the Seller'spession or control, regarding
Seller, its Affiliates, EMG or EMG'’s business oioppects, as the case may be, that are reasonatagiahen
connection with a decision to purchase the EMG &an determining the valuation of EMG, and anialyz
EMG'’s business and prospects. To the best of Sekaopwledge, after due inquiry, the documents made
available to the Ampal Advisors by EMG in the dadiam (the “ Data Roorf) open in Cairo, Egypt from June
11, 2006 through June 13, 2006 established pursadné NDA Agreement represent all the material
agreements, contracts, instruments and documentsimection with the organization and governanceMt,
and the design, planning, engineering, construcfinancing and operation of EMG and the Pipel®eller
has reviewed the Bryan Cave LLP Due Dilgence Replated July 5, 2006, the report of
PricewaterhouseCoopers dates June 20, 2006, the cépHoulihan, Lokey, Howard and Zukin dated July
2006, and, and any supplements thereto througBltteing Date (collectively, the “Due Diligence Refzd).
Neither Seller nor any of its Affiliates are awafeany untrue statement of material fact in thetdeaonomic
Valuation, dated November 11, 2005, prepared by GiSiny of the Due Diligence Reports. No repres@ana
or warranty by Seller contained in this Agreemardimy other Transaction Document, and no infornmatio
contained in any other instrument furnished orédurnished to Purchaser or any Ampal Advisorhascase
may be, pursuant hereto or in connection with thesaction contemplated by this Agreement, anyrothe
Transaction Document or in connection with the \dtibn Reports or any of the Due Diligence Reports,
contains or will contain any untrue statement ofaterial fact or omits or will omit to state a nrééfact
necessary in order to make the statements contaireth or therein not misleading. Seller is noasof any
facts or circumstances which would cause the reptations and warranties of Seller contained i thi
Agreement or any other Transaction Document torttiua or incorrect. To the knowledge of Sellereaftue
inquiry, there is no fact, circumstance or conditighich has had or could reasonably be expectbdye a
material adverse effect on EMG or Seller, which haisbeen disclosed by Seller to Purchaser or its
representatives.




2.07 No Conflicts Except as disclosed on Section 2.07 of the Dsstlo Letter hereto, and
subject to obtaining any Approvals, the executamiivery and performance by Seller of this Agreetnhand
any other Transaction Document to which Sellerpsady, and the consummation by Seller of the tatigns
contemplated hereby and thereby do not (i) conflith or result in any breach of any of the prosis of, or
result in the imposition of any Lien under, thepsons of any contract, license, or permit by wh&eller or
any of its Affiliates, and to the best knowledgeSafller, after due inquiry, EMG or any of its Affites are
bound, (i) violate, conflict with or result in amyyeach of any of the provisions of the organizatialocument
of Seller or the EMG Organizational Documents) @onflict with or result in, in any material regpethe
violation of any Laws applicable to the Seller, EMGEMG's business, or (iv) require the conserdarof
Governmental Authorities having jurisdiction oveetSeller or EMG, except for such conflicts, bresch
violations, and Liens which would not, individually in the aggregate, have a material adversetaffethe
EMG Shares or the business, assets or financiditimm or prospects of EMG (a_*“ Material Adversddeft )
or the ability of Seller to consummate the tranisastcontemplated hereby.

2.08 EMG Documentqa) Section 2.08 of the Disclosure Letter setthfa complete and
accurate list of all documents contracts and imsémnits (the “ EMG Document}relating to EMG in Seller’'s
possession or control and/or made available by EdM®@e request of Seller to the Ampal Advisorthia Data
Room, and to the best of Seller’'s knowledge after ihquiry, there are no other contracts, documents
organizational instruments, minutes, consentssolu¢ions of either the board of directors or shatgers of
EMG. To best of Seller’'s knowledge, neither EMGaay other party is in default under any of the EMG
Documents.

(b) To the best of Seller’'s knowleddes topies of such contracts made available at
the available at the Data Room were the true, cetamnd correct copies of all such contracts angeagents.
Since June 13, 2006, to the best of Seller's kndgde no amendments to such contracts have beaea@iméeo
and all such contracts are in full force and effaad EMG has not entered into any other materiafraot.

(c) Section 2.08(c) of the Disclosuratéesets forth all of the EMG Organizational
Documents, the minutes, resolutions and conserntsedioard of directors and the shareholders (ot
minutes of all the meetings of the General AssembEMG), true, complete and correct copies of ultiave
been provided or made available to Purchaser ib#ta Room.

2.09 EMG ComplianceTo the best of Seller’'s knowledge, EMG is (ixompliance with and
not in default or violation of the EMG Organizat@iocuments, (ii) in material compliance with arat in
material default of any Law or order or by whiclyani its properties, rights or assets are bounaffiected,
except in the case of clause (ii) where any faitareomply, or any default or violation thereof, wld not
reasonably be expected, individually or in the aggte, to have a Material Adverse Effect.

2.10 Litigation There is no (a) litigation pending on behalf ofgainst or, to the best
knowledge of Seller, material litigation threatemedvriting on behalf of or against EMG or Selleramy of
their properties, rights or assets (including ceamkdesist letters or requests for a licensepplit{gation
which questions or challenges (i) the validity libtAgreement or any



Transaction Document or (ii) any action taken dbeédaken by the Seller pursuant to this Agreeroeany
Transaction Document or in connection with the seantions contemplated hereby or thereby.

ARTICLE 1l
REPRESENTATIONS AND WARRANTIES OF PURCHASER

Purchaser hereby represents and warrants to @slfetlows:

3.01 Existence; Authority; EnforceabilitiPurchaser is a company duly organized and validly
existing under the laws of Israel. Purchaser hasehuisite power and authority to enter into figseement,
the Shareholders Agreement and each other agreemg=néd into or to be entered into by Purchaser in
connection with this Agreement and the transactommtemplated hereby (collectively, the * Transatti
Documents) and to perform its respective obligations he@emand thereunder. The execution, delivery and
performance by Purchaser of each Transaction Docutoevhich it is or will be a party, and the
consummation by it of the transactions contemplat@by and thereby have been duly authorized and
approved by all corporate action of Purchaser. iRager has (or will at Closing have) duly and valietkecutec
and delivered each Transaction Document to whighadtparty, and each such Transaction Document
constitutes (or at Closing will constitute) its dé&gvalid and binding obligation, enforceable agafgeller, in
accordance with its terms.

3.02 Litigation There are no actions, suits, proceedings or tiga®ns, either at law or in
equity, or before any commission or other admiatste authority in any applicable jurisdiction,anfy kind
now pending or, to Purchaser’s knowledge, threatagainst Purchaser, that question the validitisf
Agreement or seek to delay, prohibit or restrichity manner any action taken or to be taken byHiser
under this Agreement.

3.03 No Conflicts Subject to Purchaser obtaining Purchaser Appsota¢ execution, delivery
and performance by Purchaser of this Agreementlandther documents and agreements contemplatddst
Agreement to which Purchaser is a party, and thewmmation by Purchaser of the transactions corstetp
hereby and thereby do not (i) conflict with or ré$niany breach of any of the provisions of, csuit in the
imposition of any lien under, the provisions of aontract, license, or permit by which Purchasdoignd, (ii)
violate, conflict with or result in any breach afyaof the provisions of the certificate of incorption or by-
laws of Purchaser, (iii) conflict with or result, im any material respect, the violation of anydaapplicable to
Purchaser, or (iv) require the consent of any gawvental authorities having jurisdiction over Puisdra

3.04 Compliance With Law; Consengxcept as set forth in Section 2.04, no approvabnser
(a “ Purchaser Approvd) of any Person or Governmental Authority is regdito be made or obtained by
Purchaser in connection with (i) the executionivéey or performance of the this Agreement or atheo
Transaction Document to be entered into by Purchas€ii) the consummation of any of the transacsi
contemplated by this Agreement or any other Traima®©ocument. Purchaser, and to the best of Paesrta
knowledge, after due inquiry, EMG are in compliaicall respects with all applicable Laws, excepiene
such failure would not have or could not reasonalylgxpected to have a Material Adverse Effectaweha

10



material adverse effect on the Purchaser’s alidityonsummate the transactions contemplated byparidrm
its obligations, under this Agreement or any offir@msaction Document.

3.05 BrokersNeither Purchaser nor any of its Affiliates hasdpor become obligated to pay any
fee or commission to any broker, finder or interragdin connection with the transactions contengaat
hereby.

3.06 Ampal StockThe shares of Ampal Stock constituting the StGoksideration, when issued
and delivered to Seller hereunder, shall be dutpaized, validly issued, fully paid and nonassbksand not
subject to or issued in violation of preemptivehtigy

3.07 Due Diligenceln the Data Room, Purchaser and the Ampal Adsisa@re provided with
the opportunity to conduct due diligence, includiraying certain meetings with EM&Mmanagement and ott
representatives of EMG. For the avoidance of ambtianothing in this section 3.07 shall diminishotinerwist
limit the representations and warranties providg&eller under this Agreement.

3.08 Investment IntenThe Seller is acquiring the Stock Consideratisptancipal for its own
account for investment purposes only and not wities to or for distributing or reselling the Stock
Consideration or any part thereof, without prejedicowever, to the Seller’s right at all times éd er
otherwise dispose of all or any part of the Stock€ideration in compliance with applicable fedenad state
securities laws. Subject to the immediately pramgdientence, nothing contained herein shall be déem
representation or warranty by the Seller to hotd$hock Consideration for any period of time. TleHe® is
acquiring the Stock Consideration hereunder irotiaénary course of its business. The Seller do¢haee an'
agreement or understanding, directly or indireatlith any Person to distribute any of the Stock Sidaration

3.09 Investor Statug\t the time the Seller was offered the Stock Gaerstion, the Seller was,
and at the date hereof it is , an “accredited itorégs defined in Rule 501(a) under the Securities The
Seller is not a registered broker-dealer underi@edts of the Exchange Act.

3.10 No General Solicitatiomhe Seller acknowledges that the Stock Consideratere not
offered to the Seller by means of any form of gaher public solicitation or general advertising pablicly
disseminated advertisements or sales literatuckyding (i) any advertisement, article, notice tirer
communication published in any newspaper, magazirsémilar media or broadcast over television alisaor
(if) any seminar or meeting to which the Seller Wwasted by any of the foregoing means of commuiidzes.

3.11 Access to InformatioMhe Seller acknowledges that it has reviewed Arsgding with the
Securities and Exchange Commission and has beemlaff (i) the opportunity to ask such questionit aas
deemed necessary of, and to receive answers fegrggentatives of the Purchaser and Ampal conagthen
terms and conditions of the offering of the Stocn€&ideration and the merits and risks of invesitindpe
Stock Consideration; (ii) access to informationw@bdmpal and the Subsidiaries and their respedinancial
condition, results of operations, business, proggrmanagement and prospects sufficient to eriaiole
evaluate its
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investment; and (iii) the opportunity to obtain Bwlditional information that the Purchaser or Ampa
possesses or can acquire without unreasonablé effexpense that is necessary to make an informed
investment decision with respect to the investment.

3.12 GeneralThe Seller understands that the Stock Consideriibeing offered and sold in
reliance on a transactional exemption from thestegfion requirements of federal and state seesritiws and
the Company is relying upon the truth and accutddhe representations, warranties, agreements,
acknowledgments and understandings of the Selldoth herein in order to determine the applidapibf
such exemptions and the suitability of the Setleicquire the Stock Consideration. The Seller wstdads that
no United States federal or state agency or angmavent or governmental agency has passed upoadg m
any recommendation or endorsement of the StockiGeradion.

ARTICLE IV
CONDITIONS TO OBLIGATIONS OF PURCHASER

The obligations of Purchaser hereunder to purctiesdlew EMG Shares are subject to the
fulfillment, at or before the Closing, of each bétfollowing conditions (all or any of which may baived in
whole or in part by Purchaser in its sole discrétio

4.01 Representations and Warrantteach of the representations and warranties ma&elber
in this Agreement or any other Transaction Docun(etiiter than those made as of a specified dateetran
the Closing Date) shall be true and correct imesdpects on and as of the Closing Date as thougfh su
representation or warranty was made on and aedfkbsing Date, and any representation or warnarage a:
of a specified date earlier than the Closing Datdl diave been true and correct on and as of saidieredate.

4.02 PerformanceSeller shall have performed and complied witlthemgreement and obligati
required by this Agreement to be so performed anged with by such Seller at or before the Closing

4.03 Material Adverse EffecFrom June 1, 2006 through the Closing Date, thkadl not have
occurred any event or occurrence that has resintedcould reasonably be expected to result inageial
Adverse Effect.

4.04 CertificatesSeller shall have delivered to Purchaser a asatd, dated as of the Closing
Date, certifying as to the fulfilment by Seller thie condition set forth in Section 4.01 througb34.

4.05 Authority DocumentsSeller shall have delivered to Purchaser a zat# of the sole
member of Seller’'s board of directors certifyingt@gi) incumbency and authority of persons exeqytthe
Transaction Documents on behalf of Seller, (ii) tbsolutions or minutes of the board of directarsther
governing body of Seller authorizing the executidaljvery and performance of this Agreement andhexdber
Transaction Document, and (iii) certificate of ingoration, by-laws or other similar organizatiodatument
of Seller.
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4.06 EMG Notification In the event Purchaser elects to cause the énaofegal title of the
New EMG Shares to Purchaser to be completed atr@lgsirsuant to clause (i) of Section 1.01, Sedteall
have delivered to Purchaser evidence that allinatibns and other actions required under the lafvsgypt
and the EMG Organizational Documents to validlye&fthe transfer of the New EMG Shares, the August
Shares and the Initial Shares to Purchaser oefiggdee, have been given or taken.

4.07 Approvals Seller shall have obtained all Approvals, andveeéd evidence, satisfactory to
Purchaser, of such Approvals.

4.08 Orders and Lawd here shall not be in effect on the Closing Datg order or law, or any
action or proceeding pending which would have fifieceof restraining, enjoining or otherwise praliitg or
making illegal the consummation of any of the tent®ns contemplated by this Agreement or whicHatou
reasonably be expected to otherwise result in andition of the benefits of the transactions contitgal by
this Agreement to Purchaser.

4.09 Other DocumentsSeller shall have delivered to Purchaser anyratbeument or certificate
reasonably requested by Purchaser.

ARTICLE V
CONDITIONS TO OBLIGATIONS OF SELLER

The obligations of Seller hereunder to sell the EBl@ares are subject to the fulfillment, at or befor
the Closing, of each of the following conditiond (& any of which may be waived in whole or in phy such
Seller in his sole discretion):

5.01 Representations and Warrantteach of the representations and warranties made b
Purchaser in this Agreement or any other Transa®i@cument (other than those made as of a specifiezl
earlier than the Closing Date) shall be true ardeot in all material respects on and as of thesiGpDate as
though such representation or warranty was madmdras of the Closing Date, and any representation
warranty made as of a specified date earlier tharClosing Date shall have been true and corredlt in
material respects on and as of such earlier date.

5.02 PerformancePurchaser shall have performed and complied @dtth agreement and
obligation required by this Agreement to be sog@enied or complied with by Purchaser at or befoee th
Closing.

5.03 CertificatesPurchaser shall have delivered to Seller a ceaté, dated as of the Closing
Date, certifying as to the fulfilment by Purchaséthe conditions set forth in Section 5.01 arap5.

5.04 Authority DocumentsPurchaser shall have delivered to Seller a ceaté of the Secretary
of Purchaser certifying as to (i) incumbency anthatity of persons executing, the Transaction Doenits on
behalf of Purchaser, (ii) the resolutions or misutéthe board of directors of Purchaser authogitire
execution, delivery and performance of this Agreenaad each other Transaction Document, and (iii)
certificate of incorporation and by-laws of Puradras
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5.05 Payment of Purchase Pri€rchaser shall have paid to Seller the PurcRese, as
provided in Section 1.02 hereof.

5.06 Orders and Lawd here shall not be in effect on the Closing Datg order or law that
became effective after the date of this Agreemestraining, enjoining or otherwise prohibiting oakimg
illegal the consummation of any of the transactiomstemplated by this Agreement.

5.07 Other Document$®urchaser shall have delivered to Seller anyratbeument reasonably
requested by Purchaser.

ARTICLE VI
SURVIVAL OF REPRESENTATIONS AND WARRANTIES;
INDEMNIFICATION

6.01 Survival of Representations and Wadiean The representations and warranties contain
this Agreement shall survive the Closing until thied anniversary of the Closing.

6.02 Indemnification by SelleiThe Seller shall indemnify Purchaser, its Aftiéia and each of
their respective officers, directors, employeescldiolders, agents and representatives (collegtitied “
Purchaser Indemnite&sindemnitees against and hold them harmless fiagnLoss suffered or incurred by
any such indemnified party arising from, in conimtivith, relating to or otherwise in respect 9fdny breacl
of, or any inaccuracy in, any representation oraratly made by Seller in Article Il of this Agreenteany
other Transaction Document or in any certificativéeed by Seller pursuant hereto, in each caseglsding
all qualifications and exceptions contained therelating to materiality or material adverse effectike
words, solely for the purpose of determining thed suffered by the relevant Purchaser Indemnityjipany
breach of any covenant of Seller in this Agreenmgrany other Transaction Document.

6.03 Indemnification by Purchaséturchaser shall indemnify the Seller againsttesid it
harmless from any Loss suffered or incurred by @eNer arising from, in connection with, relatirgadr
otherwise in respect of (i) any breach of, or amgcturacy of, of any representation or warranty ertad
Purchaser in Article 111 of this Agreement, any etiTransaction Document or in any certificate daidd by
Purchaser pursuant hereto, disregarding all goatifins and exceptions contained therein relating t
materiality or material adverse effect or like wayrdolely for the purpose of determining the Lag$esed by
Seller; and (ii) any breach of any covenant of Raser in this Agreement.

6.04 Procedures Relating to Indemnificati¢e) In order for any indemnified party (*
Indemnified Party) specified in Section 6.02 to make a claim foy &mdemnification as provided for under
Section 6.02 in respect of, arising out of or ivag a claim or demand made by any person agdiest t
Indemnified Party (a “ ThirdParty Claim”), such Indemnified Party must notify the indenyiify party (the “
Indemnifying Party’) in writing, and in reasonable detail, of the fichParty Claim within twenty Business
Days after receipt by such Indemnified Party ofti@ri notice of the Third-Party Claim; provided, hewer,
that failure to give such notification shall noteaft the indemnification provided hereunder exdefihe extent
the Indemnifying Party shall have been prejudiced aesult of such failure. Thereafter,
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the Indemnified Party shall deliver to the Indergimi§ Party, within five Business Days after thednthified
Party’s receipt thereof, copies of all notices and dosuméncluding court papers) received by the Indiéieut
Party relating to the Third-Party Claim; providédwever, that failure to give such notification lshat affect
the indemnification provided hereunder except togktent the Indemnifying Party shall have beejudieed
as a result of such failure.

(b) If a Third-Party Claim is made agaian Indemnified Party, the Indemnifying
Party shall be entitled to participate in the detethereof and, if it so chooses and acknowledgabligation
to indemnify the Indemnified Party therefor, towse the defense thereof with counsel selectedéy th
Indemnifying Party; providethat such counsel is not objected to by the Ind&ethParty in its reasonable
discretion. Should the Indemnifying Party so etecissume the defense of a Third-Party Claim, the
Indemnifying Party shall not be liable to the Indgfied Party for legal expenses subsequently irzliby the
Indemnified Party in connection with the defenserélof (except in the case of a conflict of interast
described below). If the Indemnifying Party assusash defense, the Indemnified Party shall haveigfie to
participate in the defense thereof and to emplaysel, at its own expense, separate from the counse
employed by the Indemnifying Party, it being undieos that the Indemnifying Party shall control sulefense
(except that if, in the reasonable judgment ofltitiemnifying Party’s counsel, a conflict of interesists
between the Indemnifying Party and the Indemnifedty, the Indemnified Party may employ its ownresal,
separate from the counsel employed by the Indenmgjfiyarty, and may control its defense to the dxten
deemed necessary by the Indemnified Party). Thenmdifying Party shall be liable for the fees angenses
of counsel employed by the Indemnified Party foy pariod during which the Indemnifying Party is not
assuming the defense thereof or during a conffigiterest (as described above).

(c) If the Indemnifying Party so elettisassume the defense of any THirary Claim
all of the Indemnified Parties shall cooperate thith Indemnifying Party in the defense or prosecuthereof.
In any event, the Indemnified Party and its couskell cooperate with the Indemnifying Party amsdcibunsel
and shall not assert any position in any proceeitiognsistent with that asserted by the Indemngiarty;
provided, howeverthat the foregoing shall not prevent the InderedifParty from taking the position that it is
entitled to indemnification hereunder. All reasdeatut-of-pocket costs and expenses incurred imection
with an Indemnified Party’s cooperation shall bertgoby the Indemnifying Party. Such cooperatiorlisha
include the retention and (upon the Indemnifyingty?s request) the provision to the Indemnifyingty af
records and information which are relevant to sticind-Party Claim, and making employees availalleo
mutually convenient basis to provide additionabmfation and explanation of any material provided
hereunder. Whether or not the Indemnifying Parglidave assumed the defense of a Third-Party Cldien
Indemnified Party shall not admit any liability Wwitespect to, or settle, compromise or dischangeh 3hird-
Party Claim without the Indemnifying Party’s priaritten consent. If the Indemnifying Party shalvea
assumed the defense of a Thitdrty Claim, the Indemnified Party shall agreertyp settlement, compromise
discharge of a Third-Party Claim which the Indeminifj Party may recommend and which by its terms
releases the Indemnifying Party completely in catioa with such Third-Party Claim and which woulotn
impose on the Indemnified Party and obligationdag pny amount or otherwise adversely affect the
Indemnified Party or require any relief other thmanetary damages (provided, however, that the Indead
Party shall not be
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required to consent to any settlement, compromisischarge which would require payments by the
Indemnified Party in connection with such Third tyatlaim).

(d) Notwithstanding the foregoing, timelémnifying Party shall not be entitled to
assume the defense of any Third-Party Claim (aatl bh liable for the fees and expenses of counseatred
by the Indemnified Party in defending such ThirdtP&laim) if the Third-Party Claim seeks an order,
injunction or other equitable relief or relief fother than money damages against the Indemnifiggl. Fdne
indemnification required by Section 6.02 shall bede only after final judgment which can not betfart
appealed. All claims under Section 6.02 other fhiaind-Party Claims shall be governed by Sectio6.0

(e) The indemnification provisions ofstirticle VI (i) shall apply without regard to,
and shall not be subject to, any limitation by oraef set-off, limitation or otherwise and (ii) argended to be
comprehensive and not to be limited by any requénasiof law concerning prominence of language dveva
of any legal right under any law (including, withidimitation, rights under any workers compensastatute
or similar statute conferring immunity from suit).

6.05 Other Claimén the event any Indemnified Party should haveaarchgainst any
Indemnifying Party under Section 6.02 that doesimatlve a Third-Party Claim being asserted agaimst
sought to be collected from such Indemnified Pahg,Indemnified Party shall deliver notice of swtdim to
the Indemnifying Party with reasonable promptné&se failure by any Indemnified Party so to notifiet
Indemnifying Party shall not relieve the IndemnifyiParty from any liability which it may have tocsu
Indemnified Party under Section 6.02, except toetktent that the Indemnifying Party has been piegdias a
result of such failure. If the Indemnifying Partyed not notify the Indemnified Party within 20 Busss Days
following its receipt of such notice that the Indg@fying Party disputes its liability to the Inderfied Party
under Section 6.02, such claim specified by themmadified Party in such notice shall be conclusividgmed
liability of the Indemnifying Party under Sectiord@ and the Indemnifying Party shall pay the amadirsuch
liability to the Indemnified Party on demand ortlwe case of any notice in which the amount ofLtbes (or
any portion thereof) is estimated, on such latée ednen the amount of such Loss (or such portierethr)
becomes finally determined. If the Indemnifying tipdras timely disputed its liability with respeotguch
claim, as provided above, the Indemnifying Partyg e Indemnified Party shall resolve such dispaste
follows: (i) first, the parties shall negotiategnod faith for a period of up to 15 Business Dayresolve such
dispute, then (ii) if the Indemnifying Party anettndemnified Party are unable to reach an agregniay
shall resolve such dispute in accordance with 8edil.06.

6.06 Indemnification Limitations(a) Notwithstanding anything to the contrary leréhe
indemnification undertakings of Purchaser in thitdde VI shall be subject to the following limitahs: (i)
Seller shall not be required to make any indemaifan payment hereunder until such time as the kofferec
by the Purchaser Indemnities exceeds $1,000,08®iaggregate, in which case the Purchaser Indeemit
shall be entitled to indemnification for the futhaunt of such Losses, including those up to the®1,p00
threshold and (ii) in any event, Seller shall netumnder the obligation to make any indemnificapayment
hereunder in excess, in the aggregate, of the Bsechrice.
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(b) Notwithstanding anything to the gany herein, the indemnification undertakings
of Seller in this Article VI shall be subject tcetfollowing limitations: (i) Purchaser shall not kegjuired to
make any indemnification payment hereunder unthgime as the Loss suffered by Seller exceed90$1000
in the aggregate, in which case Seller shall bigl@hto indemnification for the full amount of sutosses,
including those up to the $1,000,000 threshold@hé any event, Purchaser shall not be undemthigyation
to make any indemnification payment hereunder tesg, in the aggregate, of the Purchase Price.

ARTICLE VII
[INTENTIONALLY OMITTED]

ARTICLE VI
[INTENTIONALLY OMITTED]

ARTICLE IX
CERTAIN COVENANTS

9.01 Covenants of Sellefa) Seller hereby covenants and agrees with Reectthat from and
after the date hereof until the Closing Date, it mot vote in favor will affirmatively vote agaihéwhether as
shareholder in EMG’s general assembly or by theatiirs currently residing on its behalf in the BYasf any
action which will cause EMG to carry on its busmesher than in the ordinary course consistent patst
practice and, except as may be permitted or redjpivesuant to this Agreement, shall not vote irofasf and
will affirmatively vote against (whether as sharieleo in EMG’s general assembly or by the directangently
residing on its behalf in the Board) any actionathwill cause EMG to engage in any transactionsidatthe
ordinary course of business, including, withoutifation:

0] the payment of any dividend or distribution by EMG;
(i) a sale or refinancing of the pipeline project;
(iii) the payment of a fee, a bonus, a stipend, or sihecial compensation to any party;

(iv) amending or modifying the EMG Organizational Docuise
(v) the sale of substantially all of the assets of EMG;

(vi) the merger of EMG with and into another Person; or

(vii) the winding-up or liquidation of EMG.

(b) Seller shall at all times maintaircls number of shares of EMG Stock that Seller
would have a sufficient number of shares of EMGcBtaecessary to transfer to Purchaser pursuan0gg).

(c) Sell shall comply with the provisions of the Shanelers Agreements and carry «
its obligations thereunder.
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(d) If, at any time after the ClosingtBaany further Approvals are required to be
obtained, Seller shall have thirty days to obtaichsApproval. The failure by the Seller to procareaeceive a
Approval in accordance with this Section 9.01(dlsbonstitute a breach of this Agreement.

9.02 Covenants of Each Party

(@) The parties hereto shall use their reasonabletsfforsatisfy or cause to be satis
all of the conditions precedent that are set fortArticle IV and V, as applicable to each of theand to cause
the transactions contemplated by this Agreemehetoonsummated. Each party hereto, at the reasonabl
request of another party hereto, shall executedatider such other instruments and do and perfarch sther
acts and things as may be necessary for effectingpletely the consummation of this Agreement, the
Transaction Documents and the transactions contgetphereby and thereby.

(b) Upon the terms and subject to the conditions s#t fa this Agreement, each pa
hereto shall use its reasonable efforts to takeaose to be taken, all actions, and do, or cauke tlone, and
to assist and cooperate with the other party digsain doing, all things necessary to consummateraake
effective the transactions contemplated hereby jgnithe Transaction Documents. None of the pahésto
will take any action which results in any of thgmesentations or warranties made by such partypntgo
Articles Il or Ill, as the case may be, becomingru@ or inaccurate in any material respect.

(c) If, at any time after the ClosingtBaany further action is necessary or desirable to
carry out the purposes of this Agreement or todfiemto Purchaser on the register of EMG, in acaoce with
the EMG Organizational Documents and Egyptian Lt full valid legal title to the New EMG Sharesed
and clear of any Liens, the officers and directdrSeller and Purchaser are fully authorized inrthme of
their respective companies or otherwise to takswuadh lawful and necessary action and shall cotperith
each other in taking such action.

9.03 Covenants of Purchas@urchaser hereby agrees that upon the executibisdAgreemen
it will promptly seek to obtain approval of the s#laolders of Ampal for the issuance of Stock Comsition tc
Seller. Purchaser undertakes to cause Ampal tdytioadl a meeting to obtain such shareholder apgrdypon
such shareholder approval, Purchaser shall proraptlyin no event later than ten Business Days after
obtaining such shareholder approval, cause thseferato Seller of the Stock Consideration, free eedr of al
Liens attributable to Purchaser. In the event the/amentioned shareholder approval is not obtainedimvith
months as of the Closing Date, then Purchaser phathptly transfer to Seller 50% of the New EMG &isa
whether by transferring legal title and beneficainership thereto (in the event legal title anddfieral
ownership in the New EMG Shares had transferrdelitchaser at such time) or by transferring berafici
ownership thereto (in the event legal title in M@wv EMG Shares had not transferred at such timegny
event such transfer shall be made in the same manmdich the title and beneficial ownership ofyon
beneficial ownership (as applicable) in the New EBli@ares was transferred to Purchaser.
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9.04 Noatification of Certain Matters; Cént&onsents (a) The Seller shall give prompt notice to
Purchaser, and Purchaser shall give prompt natitieet Seller, of the occurrence or non-occurrerienyg
event which results in any representation or wayraantained in this Agreement or any other Tratisac
Document being untrue or inaccurate in any mateespect (or, in the case of any representatianapranty
qualified by its terms by materiality, then untreinaccurate in any respect) and any failure efS3eller or
Purchaser, as the case may be, to comply withtisf\san any material respect any covenant, cooditr
agreement to be complied with or satisfied by reli@der; provided however, that the delivery of any notice
pursuant to this Section 9.03 shall not limit drestvise affect the remedies available hereundtragarty
receiving such notice.

(b) The Seller shall give prompt notio€Purchaser and Purchaser shall give prompt
notice to the Seller of (i) any notice or other ecoumication from any Person alleging that the apakrov
consent of such Person or Governmental Authority imay be required in connection with this Agreatray
any other Transaction Document or the transactiontemplated hereby and thereby, (ii) any noticetber
communication from any Governmental Authority imnection with this Agreement or the transactions
contemplated hereby, (iii) any litigation, relatitggor involving or otherwise affecting such patitat relates to
this Agreement, any other Transaction DocumentMGEor EMG's business, or (iv) any fact, event, ajp@an
development, circumstance, condition or effect théikely to delay or impede the ability of sucarty to
consummate the transactions contemplated by thigelgent or the Transaction Documents.

(©) The Seller shall give prompt notiodPurchaser of any event that may result in a
material adverse effect on EMG, of its businesgrospects, any fact, event, change, development,
circumstance, condition or effect that could readiy be expected to have a material adverse affetite
EMG.

(d) All undertakings of Seller and Puashr under Sections 9.03(a) — (c) above are
limited to events, facts, circumstances, etc. whighknown to them and which are not generally kmaw par
of the public domain.

(e The Seller shall use its best efftotobtain all of the Approvals required to
consummate the transactions contemplated by thisefgent, including, without limitation, those lidten
Section 2.04 of the Disclosure Letter.

9.05 [Intentionally Omitted]

9.06 Public AnnouncementBollowing the execution of this Agreement anapto the Closing
the Seller and Purchaser shall mutually agree erfiatim and timing of an initial joint press releasée issue
regarding this Agreement. Purchaser and the Sshldl consult with and obtain the approval of tkieeo party
before issuing any press release or other pubtio@mcement with respect to this Agreement and the
transactions contemplated hereby and shall no¢igay such press release prior to such consultatidn
approval, except as may be required by Law ore¢lelations of any national securities exchangeational
automated quotation system, in which case the paidyosing to issue such press release or makepsidic
announcement shall use its best efforts to comsgivod faith with the other party before
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issuing any such press release or making any sugic@announcement. Following the Closing, Purchasay
make public statements or disclosures as it skeddirchine in its sole discretion.

ARTICLE X
TERMINATION

10.01 Termination. This Agreement may be terminated at any timerpadhe Closing:

(@) by the mutual written consent ofdhaser, on the one hand, and Seller, on the
other hand;

(b) by either Purchaser, on the one hand Seller, on the other hand, without liability
on the part of the terminating party for termingtthis Agreement (provided that the terminatingyar not
otherwise in default or in breach of this Agreemgifithe Closing has not occurred on or beforeudayn 28,

2007 for any reason, including the failure to abtfie Approvals;

(c) by either Purchaser, on the one hand Seller, on the other hand, without liability
on the part of the terminating party for termingtthis Agreement (provided that the terminatingy#s not
otherwise in default or in breach of this AgreengifitSeller or Purchaser, as the case may bel, Ghdil to
perform in any material respect its agreementsaioatl herein required to be performed prior toGlesing
Date or (ii) materially breach any of its represgions or warranties or covenants contained heagid,such
failure or breach is not cured within 20 days dfvdy of written notice thereof.

10.02 Effect of TerminationTermination of this Agreement pursuant to thiide X shall
terminate all obligations of the parties hereundgcept for the obligations under Section 11.08yjgledthat
termination pursuant to Section 10.1(b) or (c) shal relieve the defaulting or breaching partynfrany
liability to the other party hereto.

ARTICLE Xl
MISCELLANEOUS

11.01 NaticesAll notices, requests and other communicationsdreder must be in writing and
will be deemed to have been duly given (i) uporeigtcif delivered personally or by Federal Expressther
overnight courier service or (ii) five days afteaiting, first class, postage prepaid, return recegguested, to
the parties as follows: (a) if to Purchaser, to erAmpal Energy Limited, c/o Ampal-American Israel
Corporation, 111 Arlozorov Street, Tel Aviv 62038del, Attention: Yoram Firon, Facsimile:+972-3-6081;
(b) if to Seller, to Merhav (m.n.f) Ltd., 33 Havatet Hasharon Street, Herzlia, Israel, Attentiom: ¥ossef
Maiman and Mr. Leo Malamud, Facsimile:+972-9-9503;A8ith copy to: M. Firon & Co., 16 Abba Hillel $t.
Ramat Gan Israel, Attention: Adv. Eldad Firon ardiVANimrod Bashan, facsimile: +972-3-7540011 oy
case to such other address as a party may detebyighelivery of notice pursuant to this SectionO1L1.

11.02 Entire Agreemenihis Agreement (together with the Disclosure ée#nd the other
Transaction Documents) supersedes all prior dismus&nd agreements between the
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parties with respect to the subject matter hei@ad, contains the sole and entire agreement betiiequarties
hereto with respect to the subject matter hereof.

11.03 ExpensesgExcept as otherwise expressly provided in thise&gent, whether or not the
transactions contemplated hereby are consummateld,party will pay its own costs and expenses,rieclin
connection with the negotiation, execution andialp®f this Agreement and the transactions contategl
hereby. Any transfer taxes on the sale and purobfatte EMG Shares shall be borne by Seller.

11.04 Waiver Any term or condition of this Agreement may bewed at any time by the party
that is entitled to the benefit thereof, but notsuaiver shall be effective unless set forth inréten
instrument duly executed by or on behalf of theypamiving such term or condition. No waiver by grarty
of any term or condition of this Agreement, in @mge or more instances, shall be deemed to be stro@ad as
a waiver of the same or any other term or conditibthis Agreement on any future occasion. All relies,
either under this Agreement or by law or othervaifferded, will be cumulative and not alternative.

11.05 AmendmentThis Agreement may be amended, supplemented difiesbonly by a writtet
instrument duly executed by or on behalf of eaatygzereto.

11.06 Governing LawThis Agreement shall be governed by and constinadcordance with tr
laws of the State of Israel, without giving efféztthe conflicts of laws principles thereof. Eadhie parties
hereto hereby irrevocably and unconditionally comséo submit to the exclusive jurisdiction of dmurts of
the State of Israel, in each case located in thé\Vig — Jaffa district, for any litigation arising out of celating
to this Agreement and the transactions contempla¢eeby (and agrees not to commence any litigatating
thereto except in such courts). Each of the pahieto hereby irrevocably and unconditionally veaiany
objection to the laying of venue of any litigatiarising out of this Agreement or the transactiomstemplated
hereby in the courts of the State of Israel, irhezase located in the Tel AvivJaffa district, and hereby furtt
irrevocably and unconditionally waives and agreasto plead or claim in any such court that anyhsuc
litigation brought in any such court has been bhttig an inconvenient forum.

11.07 Rights Under This Agreement; Nassignability. This Agreement shall bind and inure to
the benefit of the parties to this Agreement amir ttespective heirs, legal representatives, ssocesand
permitted assigns, but shall not be assignablenipyparty without the prior written consent of thier parties,
provided, however, that each Party may assign this Agreement toféiliafe. Nothing contained in this
Agreement is intended to confer upon any Persdrerdhan the parties to this Agreement and thsjpeetive
successors and permitted assigns, any rights, iemexbligations or liabilities under or by reasarthis
Agreement.

11.08 Headings; References to Sectidrfse headings of the Sections, paragraphs and
subparagraphs of this Agreement are solely for enience of reference and shall not limit or otheenaffect
the meaning of any of the terms or provisions &f &greement. The references in this Agreemeneiéns,
unless otherwise indicated, are references toosectf this Agreement.
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11.09 CounterpartsThis Agreement may be executed in any numbeoofterparts, each of
which will be deemed an original, but all of whitdgether will constitute one and the same instrimen
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IN WITNESS WHEREOF, this Agreement has been dubceked and delivered by the parties hereto
as of the date first above written.

MERHAV (M.N.F.) LIMITED

By: Is/Yosef A. Maiman
Name: Yosef A. Maimar
Title: Director

MERHAV AMPAL ENERGY LIMITED

By: /s/ Irit Eluz

Name: Irit Eluz
Title: Director

By: /sl Yoram Firon
Name: Yoram Firon
Title: Director
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Appendix A

DEFINITIONS

“ Affiliate " means (a) with respect to any Person (other #maimdividual), a person that directly or indirggtl
through one or more intermediaries, controls, igtdled by, or is under common control with, sy&rson,
where “control” means the possession, directlyndirectly, of the power to direct or cause the dign of the
management policies of a Person, whether througlownership of voting securities, by contract,rastee or
executor, or otherwise and (b) with respect toiadijvidual, any relative or spouse of such Persoany
relative of such spouse, who has the same homecasPerson..

“ Ampal ” shall have the meaning set forth in Section 1aP2(

“

Ampal Advisor” shall have the meaning set forth in Section 2.05.

“

Ampal Stock” shall have the meaning set forth in Section 1ap2(
“ Approvals” shall have the meaning set forth in Section 2.04.

“ August Option” shall have the meaning set forth in the Recitals.
“ August Share$ shall have the meaning set forth in the Recitals.

August SPA” shall have the meaning set forth in the Recitals.

“ Beneficial Interest Transfer Instrumeritshall have the meaning set forth in Section 1.04.

“ Board” shall have the meaning set forth in Section 2D2(

“ Business Day shall mean any day that is not a Saturday, Sudather day on which banks are required or
authorized by Law to be closed in New York Citylerael.

“ Cash Consideratiohishall have the meaning set forth in Section 1ap2(

“ Closing Date” shall have the meaning set forth in Section 1ap3(
“ Closing” shall have the meaning set forth in Section JaP3(

“ Data RoonT’ shall have the meaning set forth in Section 2.06.

“ Deadline” shall have the meaning set forth in Section 1ap.3(

“ Disclosure Lettef shall have the meaning set forth in Section 1.04.

“ Due Diligence Reportsshall have the meaning set forth in Section 2.06.

“ EMG " shall have the meaning set forth in the Recitals.

“ EMG Organizational Documentaneans (i) the Decree of the General Authoritylfarestment and Free
Zones No. 1020 of 2000 Regarding Authorizationtif@ Establishment of East




Mediterranean Gas Company an Egyptian Joint Stackpgany According to the Special Free Zones System,
as amended from time to time, (ii) the StatuteBadt Mediterranean Gas Company an Egyptian JadekSt
Company According to the Special Free Zones Systismamended from time to time and (iii) any other
document or instrument relating to the formatiogovernance of EMG.

“ EMG Stock” shall have the meaning set forth in the Recitals.

“ Financing” shall mean any transaction, action, public angfdrate offering and/or issuance of debentures of
any kind, in which funds are raised other than femmentity’s shareholders.

“ General Investment Authorifymeans the Egyptian General Authority for Investingnd Free Zones.

“ Governmental Authority means any governmental agency or authority olthged States, Israel, Egypt or
any other country having jurisdiction over PurcliaSeller or EMG, or any political subdivision ggemcy
thereof, and includes any authority having govemiaeor quasi-governmental powers, including any
administrative agency or commission.

“ GSE” shall have the meaning set forth in Section 2.05.

“ Indemnified Party’ shall have the meaning set forth in 6.03.

“Initial Shares’ shall have the meaning set forth in the Recitals.

“Law " means all laws, statutes, ordinances, directikagp lations and similar mandates of any Governatent
Authority, including all orders of courts havingetkffect of law in each jurisdiction.

“ Liens " shall have the meaning set forth in Section Zop2(

“ Material Adverse Effect shall have the meaning set forth in Section 2.06.

“ Merhav Share$ shall have the meaning set forth in Section 1bP2(
“ NDA Agreement’ means the letter agreement, between Seller an@ EMted June 12, 2006.
“ Net Profit” shall have the meaning set forth in Section ZbR3(

“New EMG Share$ shall have the meaning set forth in the Recitals.

“ Nominee Agreemeritmeans the Nominee Agreement, dated as of Deceint#8105, between Seller and
Purchaser.

“ Omnibus Agreemeritshall have the meaning set forth in the Recitals.

“ Option Purchase Priceshall have the meaning set forth in Section 7.01.

“ Option Purchase Priceshall have the meaning set forth in Section 7.01.




“ Per Share Purchase Pritshall have the meaning set forth in Section X19)2.

“ Person” means any individual, corporation, partnershgsagiation, trust, unincorporated organization,
limited liability company, other entity or group.

“ Promissory Noté shall have the meaning set forth in the Recitals.

“ Pledge Documentsshall have the meaning set forth in Section 1.04.

“ Purchase Pricéshall have the meaning set forth in Section 1.02.

“ Purchaser Approvdl shall have the meaning set forth in Section 3.03.

“ Purchaser Indemniteésshall have the meaning set forth in 6.02(a).

“ Shareholders Agreemehshall have the meaning set forth in the AugusASP

“ Stock Consideratiofi shall have the meaning set forth in Section 1.02.

“ Third Party Per Share Purchase Pfishall have the meaning set forth in Section 1§2.

“ Transaction Documentsshall have the meaning set forth in Section 2.01.

“ Transfer” shall have the meaning set forth in Section 1bP2(

“ Transfer Instrument$shall have the meaning set forth in Section 1.05.

“ Valuation Date” shall have the meaning set forth in Section 1.02.

“ Valuation Reports shall have the meaning set forth in Section 2.05.

“

Y.M. Noy " shall have the meaning set forth in Section 1.04.



Exhibit 10.z
Exhibit A

NEITHER THIS NOTE NOR THE SECURITIES ISSUABLE UPONONVERSION HEREO
HAVE BEEN REGISTERED UNDER THE SECURITIES ACT OF 33 AS AMENDED, Of
UNDER ANY STATE SECURITIES LAWS, AND MAY NOT BE RESLD OR TRANSFERREL
IN WHOLE OR IN PART, UNLESS REGISTERED OR EXEMPT ©RlI REGISTRATION
UNDER THE SECURITIES ACT OF 1933, AS AMENDED, ANDLA APPLICABLE STATE
SECURITIES LAWS.

CONVERTIBLE PROMISSORY NOTE

November __ , 200 $20,000,00(
New York, New York

FOR VALUE RECEIVED, Ampal-American Israel Corpoxaii a New York corporation (the “

Company”), having an address at 111 Arlozorov Street, Tel /2098 Israel, DOES HEREBY PROMI
TO PAY to Merhav (m.n.f.) Ltd, (the “ Holdé€), at 33 Havatzelet Hasharon Street, Herzlia, Iskaest suc
other place as the Holder may from time to timegieste in writing, the principal sum of $20,000,000 one
or more installments due on the earlier of (i) date on which the Holder demands payment of tharigal (o
a potion thereof) by written notice to the Comp#ésiych notice to be delivered 5 days prior to artg dat fortl
for payment of the Balance (or such portion thér@oguch notice) or (ii) August __, 2007 (thdlaturity Date
"), together with interest (computed on the bagia 860-day year of twelve 3flay months) accrued from |
date hereof through the date on which the outstgngdrincipal amount of this Convertible Promissbigte
(this “ Note”) is repaid in full, on the unpaid principal amouetrdof from time to time outstanding, at a
per annum equal to the LIBOR Rate, payable in cpstsuant and subject to the terms and conditidrikis
Note. Capitalized terms used herein but not defihetkin shall have the meaning set forth in theck
Purchase Agreement, dated as of November 28, 2iiieen the Company and Merhav (m.n.f.) Ltd.
purposes hereof, (i) “LIBOR Ratefieans the six month London Interbank Offered RatB@R) published ii
the Wall Street Journal on the first Business Dagaxh LIBOR Period (as defined below) (or, if suake i
not published in the Wall Street Journal, anothdblipation providing rate quotations comparablethose
currently provided in the Wall Street Journal octswther comparable rate, in each case, as theeHslthl
determine in good faith and inform the Company b€, and (ii) “LIBOR Period’means, initially, from th
date hereof through the date six months from thie dieereof, and subsequently, each six month
commencing on the day after termination of therptiOR Period. “Business Dayheans any day other tt
a Saturday or Sunday or other day on which commkebeinks in New York, New York or Tel Aviv, Israate
authorized or required by law to close.

1. Prepayment The unpaid principal of, and accrued and unpatdrést on, this Note (the
Balance’) may be prepaid, in whole or in part, at any tilmethe Company.

2. Conversion On or before the Maturity Date (but after theedah which the approval of t
issuance of any Class A Shares, par value $1.0Gheme of the Company (the “ Class A Stdtkoy the
Compan’s shareholders has been obtained), the Holder wot#y the Company



from time to time, in writing by delivering a noéi¢o the Company (a “ Conversion Notigehat it has electe
to have the Company pay the Balance, or a portidheBalance, by delivery of shares of Class Acktas
provided herein. Upon the delivery of the Converdimtice, the Balance, or such portion of the Bagaas st
forth in such Conversion Notice, shall be conveited shares of Class A Stock, par value $1.00spare, at
price of $4.65 per share of Class A Stock of then@any issued by the Company (the “ Conversion Right

3. Conversion ProcedurdJpon exercise of the Conversion Right, the Hokleall surrender th
Note, to the Company at its address specified oti@e 4(b) of this Note. Conversion shall be deerntetavt
been effected on the date (the “ Conversion Datehen such Conversion Notice is actually sent byHbklel
in accordance with Section 4(b) hereof. Promptirélafter, the Company shall issue and deliver ¢édblde
within 30 days of the Conversion Date a certificatecertificates representing a number of shareSlass /
Stock equal to the number of shares of Class AkSpocchased upon exercise of the Conversion Rigtihé
Holder, as applicable, rounded down to the neavbsie number, and, if the conversion was not aterfull
amount of the outstanding Balance, a new promissotg in the principal amount of the remaining Bak
after giving effect to all prior conversions.. T@ompany shall not be obligated to issue certifig
representing shares of Class A Stock in the namengfparty other than the Holder. Interest shafiseet
accrue on the date of the Conversion Notice witipeet to the portion of the Balance subject to eosior
pursuant to such Conversion Notice.

4. Notices.

a. Notices to the HoldeWhenever any provision of this Note requires iceao be given ¢
a request to be made to the Holder by the Comphewy,and in each such case, any such noticeqoiest she
be in writing and shall be sent by registered otifoed mail, return receipt requested with postéggreon full
prepaid to the Holder at its address set forthhenfitst page of this Note or at such other addassthe Holde
may from time to time designate in writing.

b. Notices to the CompanWhenever any provision of this Note requires ticeao be give
or a request to be made to the Company by the IHdlgen and in each such case, any such noticeqoiee
shall be in writing and shall be sent by registevedertified mail, return receipt requested wits{age therec
fully prepaid to the Company at its address sahfon the first page of this Note or at such otiigiress as tl
Company may from time to time designate in writing.

5. Miscellaneous

a. Restricted Securitie8y acceptance hereof, the Holder understandsagnekes that th
Note and the shares of Class A Stock issuable @ponersion hereof ar‘restricted securitiesunder thi
federal securities laws inasmuch as they are badagired from the Company in a transaction not lwiag a
public offering under the Securities Act of 1938,anended (the “ Securities Agtand that under such la
and applicable regulations such securities mayebeld in the absence of registration under the rBesuAct
or pursuant to an




exemption therefrom. The Holder hereby represdwdsit understands the resale limitations impos$edlet
and by the Securities Act.

b. Legendslt is understood that this Note and each cediicevidencing shares of Clas
Stock issued upon conversion hereof shall bealetiend (in addition to any legends which may beiiregl by
the securities laws of the state where the Compmlocated) set forth on the first page of thiséot

6. Amendments This Note may be amended, supplemented or mddiiely by a writte
instrument duly executed by or on behalf the Holtedt the Company.

7. Assignment and Transfemhis Note may not be assigned, transferred (lragjpn of law ¢
otherwise) by the Company or the Holder, or assubyednother individual or entity without the priaritten
consent of the Company and the Holder, and anynattéo do so will be void. Subject to the prece:
sentence, this Note is binding upon, inures tobieefit of and is enforceable by the Holder andGbenpan'
and their respective successors and assigns.

8. Governing Law. THIS NOTE SHALL BE GOVERNED BY AND CONSTRUED |
ACCORDANCE WITH THE DOMESTIC LAWS OF THE STATE OFBEW YORK, WITHOUT GIVING
EFFECT TO ANY CHOICE OF LAW OR CONFLICT OF LAW PROSION OR RULE (WHETHER O
THE STATE OF NEW YORK OR ANY OTHER JURISDICTION) TAT WOULD CAUSE THE
APPLICATION OF THE LAWS OF ANY JURISDICTION OTHER HAN THOSE OF THE STATE O
NEW YORK.

9. Interest Limitations It is the intention of the Company and Holderctmform strictly to a
applicable usury laws now or hereafter in forcej any interest payable under this Note shall bgestitic
reduction to the amount not in excess of the marinegal amount allowed under the applicable usawsla
now or hereafter construed by the courts havingsdiction over such matters. The aggregate ofraéires
(whether designated as interest, service chargastspor otherwise) contracted for, chargeablereaeivabli
under this Note shall under no circumstances extfedhaximum legal rate upon the unpaid princigdhice
of this Note remaining unpaid from time to timesifch interest does exceed the maximum legalitateall be
deemed a mistake and such excess shall be canmeiechatically and, if theretofore paid, rebatedthe
Company or credited on the principal amount of tiate, or if this Note has been repaid, then sudes
shall be rebated to the Company.

[Signature Page Follows]
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IN WITNESS WHEREOF, the Company has executed atideded this Note as of the date first
above written.

AMPAL-AMERICAN ISRAEL CORPORATION

By:

Name:
Title:

Signature Page for Convertible Promissory Note
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Exhibit 99.1

FOR: AMPAL -AMERICAN ISRAEL CORPORATION
CONTACT: Irit Eluz

CFO- SVP Finance & Treasur

1 866 447 863!

irit@ampal.corr

FOR: KM/KCSA Investor Relation:

CONTACT: Roni Gavrielov
011-972-3-51€-7620
roni@Kkir-ir.co.il

Ampal-American | srael Corporation
Acquires Additional Interest in East Mediterranean Gas

TEL AVIV, Israel, November 29, 2006 - Ampal-American Israel Corporation (Nasdaq:AMPhphaunced
today that a wholly-owned subsidiary of the Comphayg agreed to acquire additional shares of East
Mediterranean Gas Company (“EMG”) from Merhav M.NLEd. (“Merhav”), pursuant to an option granted to
Ampal by Merhav in August, 2006. This transactisexpected to close within the next 10 days.

EMG is an Egyptian joint stock company which hasrbgiven the right to export natural gas from Edgpt
Israel and other locations in the East Mediterrar®sin via an underwater pipeline. The pipelingictv EMG
expects to be completed during the first quarte2Gaf8, will run from El-Arish, Egypt to Ashkelorsriel.

Under the terms of the transaction, Ampal will aogjthe beneficial ownership of 5.9% of the outsiag
shares of EMG’s capital stock. The purchase pcéhfe shares is approximately $128.3 million, bic,
approximately $68.3 million will be paid in caskmillion will be paid in 8,602,151 shares of Amip&lass
A Stock and the balance will be paid by a promigsmte in the principal amount of $20 million, whjat the
option of Merhav, will be paid in cash, additiosalares of Ampal’s Class A Stock (based on a pricespare
of $4.65 per share), or a combination thereof. Jfoenissory note will bear interest at 6 months LiB&nd
mature in one or more partial payments on theearasfi 9 months from the closing of the transactionipon
demand by Merhav. The issuance of the shares gsE@c5tock is subject to the approval of the shaldshs o
Ampal. As a result of this transaction, Ampal visiéineficially own 12.5% of the total outstanding reiseof
EMG.



Yosef A. Maiman, the Chairman, President and CE@eifCompany and Ampal’s controlling shareholder, i
the sole owner of Merhav.

The transaction was approved by a special commuiftéee Board of Directors composed of the Ampal’'s
independent directors.

Of the transaction, Mr Maiman said, "I am pleasedde Ampal exercise the option to acquire a titaP.5%
of EMG and thus become a central player in theelsemergy sector.”" Mr. Maiman further stated tlf&ahe
investment in EMG fits Ampal’s stated long termagtigy of increasing its investments in cash geimgrat
companies in its core areas of expertise."

About Ampal

Ampal and its subsidiaries primarily acquire instsein businesses located in the State of Isratbladrare
Israelvelated. Ampal has diversified interests in théofwing sectors: Energy, Real Estate and othersnieoe
information about Ampal please visit our web sitevevw.ampal.com.

Certain information in this press release incluftesvard{ooking statements (within the meaning of Sec
27A of the Securities Act of 1933 and Section 2TEhe Securities Exchange Act of 1934) and infoion
relating to Ampal that are based on the beliefmmahagement of Ampal as well as assumptions madmt
information currently available to the managemehtAmpal. When used in this press release, the v
"anticipate," "believe," "estimate," "expect," "&md," "plan," and similar expressions as they edlatAmpal o
Ampal's management, identify forwalabking statements. Such statements reflect theestiviews of Amps
with respect to future events or future financiatfprmance of Ampal, the outcome of which is subje
certain risks and other factors which could cautead results to differ materially from those aigated by th
forward4ooking statements, including among others, thenenuc and political conditions in Israel, the Mid
East, including the situation in Iraq, and the globusiness and economic conditions in the diffesmttor
and markets where Ampal's portfolio companies dapef@hould any of these risks or uncertainties raizee,
or should underlying assumptions prove incorrectua results or outcome may vary from those dbec
herein as anticipated, believed, estimated, exgdeatéended or planned. Subsequent written andforalard-
looking statements attributable to Ampal or persacting on its behalf are expressly qualified ieittentirety
by the cautionary statements in this paragraptageleefer to the Ampal's annual, quarterly andogerireport
on file with the SEC for a more detailed discussidrthese and other risks that could cause resultsffer
materially. Ampal assumes no obligation to updateevise any forward-looking statements



Exhibit 99.2

FOR: AMPAL -AMERICAN ISRAEL CORPORATION
CONTACT: Irit Eluz

CFO- SVP Finance & Treasur

1 866 447 863!

irit@ampal.corr

FOR: KM/KCSA Investor Relation:

CONTACT: Roni Gavrielov
011-972-3-51€-7620
roni@Kkir-ir.co.il

AMPAL-AMERICAN ISRAEL CORPORATION ANNOUNCESPRIVATE INVESTMENT IN
PUBLIC EQUITY

Tel Aviv, Israel — November 29, 2006 - Ampal-Amariclsrael Corporation - (NASDAQ: AMPL) announced
today that it has entered into securities purchgseements with certain institutional investorssiael for the
sale of 8,142,705 shares of Class A Stock of thaamy for an aggregate purchase price of $ 37,863,5
(based on a price per share of $4.65) and Wartamsrchase 4,071,352 shares of the Class A Stocknf
exercise price of $4.65 per share. The Warranisewire 8 months after the date of their issuaamg will not
be exercisable until the issuance of the shareerlyidg the Warrants has been approved by Ampal's
shareholders. The sale is subject to customaryng@®nditions and a determination from the NASDB®@ck
Market LLC that shareholder approval will not bguiged with regards to the issuance of the Clagtokk

and Warrants contemplated by this private placerttansaction. The sale of the Class A Stock andraiss i<
expected to close as soon as possible after reafespich NASDAQ approval.

In addition, Ampal granted certain registratiorhtgyto the holders of the securities purchasetigprivate
placement.

The offering was made solely to certain non-U.Stifational investors in accordance with Regulatiouander
the U.S. Securities Act of 1933, as amended. Theeshand warrants may not be offered or sold iruitiged
States or to United States persons without regiistranless an exemption from such registraticavigilable.
This notice does not constitute an offer to sedlshares or warrants, nor a solicitation for aerafd purchase
the shares. Further, this press release shallomstitute any offer, solicitation or sale of anytieé shares or
warrants in any jurisdiction in which such offeriagld would be unlawfu



About Ampal

Ampal and its subsidiaries primarily acquire ing#sein businesses located in the State of Isra¢hatr ar
Israelvelated. Ampal has diversified interests in théofwing sectors: Energy, Real Estate and othersniae
information about Ampal please visit our web sitgvevw.ampal.com

Certain information in this press release includesard-looking statements (within the meaning etton
27A of the Securities Act of 1933 and Section 21Ehe Securities Exchange Act of 1934) and infoiorat
relating to Ampal that are based on the beliefmahagement of Ampal as well as assumptions madady
information currently available to the managemdrmmpal. When used in this press release, the words
"anticipate,” "believe," "estimate," "expect,” "&md," "plan,” and similar expressions as they eclatAmpal o
Ampal's management, identify forward-looking statts. Such statements reflect the current viewsmgbal
with respect to future events or future financiatfprmance of Ampal, the outcome of which is subjec
certain risks and other factors which could causea results to differ materially from those aigated by the
forwarddooking statements, including among others, theneauc and political conditions in Israel, the Mid
East, including the situation in Iraqg, and the gldtusiness and economic conditions in the diffesectors
and markets where Ampal’s portfolio companies ojger@hould any of these risks or uncertainties rdize,
or should underlying assumptions prove incorredtijal results or outcome may vary from those dbsdri
herein as anticipated, believed, estimated, exdettended or planned. Subsequent written andforaard-
looking statements attributable to Ampal or persacting on its behalf are expressly qualified ieittentirety
by the cautionary statements in this paragraplaseleefer to the Ampal’s annual, quarterly andquokci
reports on file with the SEC for a more detailescdssion of these and other risks that could caasdts to
differ materially. Ampal assumes no obligation palate or revise any forward-looking statements.



