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ANNUAL REPORT ON FORM 10-K
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2007
OF AMPAL-AMERICAN ISRAEL CORPORATION

PART |

ITEM 1. BUSINESS

As used in this report on Form 10-K (tReport”), the term “Ampal” or “registrant” refets Ampal-American Israel
Corporation. The term “Company” refers to Ampal @scconsolidated subsidiaries. Ampal is a New Yowkporation founded in
1942.

The Company primarily acquires interéstsusinesses located in the State of Israel dratelsrael-related. Ampal’s investment
focus is principally on companies or ventures whiamgal can exercise significant influence, on ieoor with investment partners,
and use its management experience to enhanceithestments. In determining whether to acquirerdrest in a specific company,
Ampal considers quality of management, potentiairreon investment, growth potential, projectedhciew, investment size and
financing, and reputable investment partn

The Company’s strategy is to invest oppastically in undervalued assets with an emphiasike following sectors: Energy,
Chemicals, Real Estate, Project Development ansukeiTime. We believe that past experience, cuopportunities and a deep
understanding of the above-referenced sectorsdmottestically in Israel and internationally will@alv the Company to bring high
returns to its shareholders. The Company emphaisizestments which have long-term growth potertiadr investments which yield
shor-term returns

The Company provides its investee congsawith ongoing support through its involvementhia investees’ strategic decisions
and introduction to the financial community, invasnt bankers and other potential investors boimahoutside of Israe

Significant Developments During 200°
Acquisition of Gadot Chemical Tankers and Termithats

On December 3, 2007, Ampal completedpiltehase of a 65.5% controlling interest (63.66% dully diluted basis) in Gadot
Chemical Tankers and Terminals Ltd. (“Gadot”) thghuts wholly owned subsidiary Merhav Ampal Enetggl. (‘MAE”), from
Netherlands Industrial Chemical Enterprises B.bt,dpproximately NIS 348 million, or approximat&91.2 million, pursuant to ¢
agreement dated November 20, 20(

Gadot and its group of companies forradgs leading chemical distribution organizatiorad®t ships, stores, and distributes
liquid chemicals, oils, and a large variety of natls to the local industry. Gadot’s shares atedion the Tel Aviv Stock Exchange.
For further information regarding Gadot, ¢— Chemicals— Gadot Chemical Tankers and Terminals ”

Ampal funded the Gadot transaction wittombination of available cash and the proceedsr@w credit facility, dated
November 29, 2007 (tt“Credit Facility” , attached hereto as Exhibit 0thetween MAE and Israel Discount Bank Ltd. (the
“Lender”), for approximately $60.7 million. The Glie Facility is divided into two equal loans of apgimately $30.35 million. The
first loan is a revolving loan that has no printipayments and may be repaid in full or in parDmtember 31 of each year until 20
when a single balloon payment will become due. §éwond loan also matures in 2019, has no prinpgahents for the first two



years, and shall thereafter be paid in equal iinségits over the remaining ten years of the terterést on both loans accrues i
floating rate equal to LIBOR plus a percentage apr@nd is payable on a current basis. Ampal hasgteed all the obligations of
MAE under the Credit Facility and Ampal’s inter@siGadot has also been pledged to the Lender esuity for the Credit Facility.
Yosef Maiman, the Chairman and CEO of Ampal anceanbver of the controlling shareholder group, hasedywith the lender to
maintain ownership of a certain amount of the CamfsmClass A Common Stock. The Credit Facility @n$ customary affirmative
and negative covenants for credit facilities o$ttyipe.

Sugarcane Ethanol Production Project

On December 25, 2007, Ampal entered am@ption Agreement (the “Option Agreement”) witletlav M.N.F. Ltd. providing
Ampal with the option to acquire up to a 35% equitgrest in a sugarcane ethanol production prd¢jbet“Project”) in Colombia
being developed by Merhav M.N.F. Ltd. The optiopieas on the earlier of December 25, 2008 or ttte da which both (i) Merhav
M.N.F. Ltd. has obtained third-party debt financfogthe Project and (ii) an unaffiliated third paholds at least a 25% equity interest
in the Project. The Option Agreement provides thatpurchase price for any interest in the Prgjecthased by Ampal pursuant to
Option Agreement will equal (A) with respect to gmyrtion of such interest being purchased by caigarof the outstanding balance
of the Promissory Note referred to below, the les§éi) a price based on a currently agreed vadumamnodel as updated from time to
time to reflect changes in project, financing atiteo similar costs (the “Valuation Model”) as sughidates are reviewed by Houlihan
Lokey Howard & Zukin Financial Advisors, Inc. aktlime of the optiors exercise or (ii) the lowest price paid by anyffiliaed third
party for an interest in the Project, or (B) wi#spect to any portion of such interest in the Rtdjeing purchased in excess of the
balance of the Promissory Note, the lowest pridd pg an unaffiliated third party for its interdstthe Project, unless no unaffiliated
third party has purchased an interest in the Pdjeevhich case the purchase price will be basethe Valuation Mode!

Ampal has loaned Merhav M.N.F. Ltd. $1i@lion to fund the purchase of the 11,000 hectafgsroperty in Colombia required
for growing sugarcane and the construction of haretl production facility for the Project, pursuémt Promissory Note, dated as of
December 25, 2007, by Merhav M.N.F. Ltd. in favbAmpal (the “Promissory Note”). Ampal has agreedtlvance up to an
additional $10 million to fund the Project pursutmthe Promissory Note. The loan bears intereahannual rate equal to LIBOR
plus 2.25%, and will be convertible into all or@rfon of the equity interest purchased pursuariéooption.

As security for the loan, Merhav M.N.REdLhas pledged to Ampal, pursuant to a pledgeeageat, dated December 25, 2007,
between Merhav M.N.F. Ltd. and Ampal (the “Pledggeéement”, attached hereto as Exhibit 10ii), alihef shares of Ampal’s Class
A Stock, par value $1.00 per share, owned by Mer

Yosef A. Maiman, the Chairman, Presidard CEO of Ampal and a member of the controllingreholders group of Ampal, is
the sole owner of Merhav M.N.F. Ltd. Because offtiregoing relationship, a special committee ofBoard of Directors composed
Ampal’s independent directors negotiated and apgtdkie transaction. Houlihan Lokey Howard & Zukindncial Advisors, Inc.,
which has been retained as financial advisor tsgeeial committee, advised the special committethis transactior

Wind Energy Project

On November 25, 2007, MAE signed a joieiture agreement with Clal Electronics Industties (“Clal”), an Israel-based
holding company, for the formation of a joint vergdhat will focus on the new development and agitjan of controlling interests in
wind energy projects outside of Israel. The joiehture, owned equally by Clal and the Company tinddAE, will seek to either
develop or acquire wind energy opportunities withoal of establishing at least 150MW of installegacity within the next 3.5 years.
The joint venture’s initial project is the developni of a wind farm in Greece. The Company has agura $25 million budget for
these projects

East Mediterranean Gas Compa

On November 29, 2007, Ampal and the Idrdfeastructure Fund (“lIF”), leading a group afstitutional investors (the
“Investors”), purchased a 4.3% interest in East ikéecnean Gas Co. S.A.E. (“EMG”), through Merhawpal Energy Holdings, LP,
an Israeli limited partnership (the “Joint Venturdfom Merhav M.N.F. Ltd. for a purchase price of eppimately $95.4 million, usin
funds provided by the Investors. In addition to dJoét Venture's purchase from Merhav M.N.F. L&mpal contributed into the Joint
Venture an additional 4.3% interest in EMG alrebdid by Ampal. The Joint Venture now holds a tofa8.6% of the outstanding
shares of EMG. Ampal’s contribution was valuedhat $ame price per EMG share as the Joint Ventptethase. This amount is
equivalent to the purchase price (on a per shasis)ggaid by Ampal for its December 2006 purchegdeMG shares from Merhav
M.N.F. Ltd.

Merhav M.N.F. Ltd. is a shareholder of pahand is wholly owned by Mr. Yosef A. Maiman, tBhairman, President and CEO
of Ampal and a member of the controlling sharehotgfeup of Ampal

The Compang’Financial Statements reflect a 16.8% intereshares of EMG, with 8.2% held directly and 8.6%dHakough thi
Joint Venture (of which Ampal owns 509



Shelf Registration

On October 18, 2007, Ampal filed a “shedfgistration statement with the Securities andlange Commission. Under this
registration statement, Ampal may, from time todjraell Class A Stock, debt securities, warrantsianits, from time to time in one
more offerings, up to a total public offering priee$150 million. The registration statement wasldeed effective on October 31,
2007.

Conversion of Promissory Note by Merhav M.N.F. Ltd.

On September 20, 2007, Merhav M.N.F. ktcercised its option to convert the outstandingrmze of $20.8 million (which
includes accrued interest of $0.8 million) on tbewertible promissory note issued to it as padiaisideration for the purchase of a
5.9% interest in EMG by Ampal in December 20060 {476,389 shares of Class A Stock of Ampal. $een*12 — Security
Ownership of Certain Beneficial Owners and Manageraed Related Stockholder Matt— Principal Shareholders of Amp”

Sale of Am-Hal Ltd.

On August 5, 2007, Ampal, through Ampalustries Inc., a subsidiary of the Company, cotegl¢he sale of all of Ampal’s
interest in Am-Hal Ltd. (“Am-Hal”), an indirect whig owned subsidiary of Ampal, to Phoenix Holdirgsl. (“Phoenix”) and Golden
Meybar (2007) Ltd. (“Golden Meybar”), for an agga¢g consideration of $29.3 million, pursuant totévens of an agreement dated
July 10, 2007

As a result of the sale, Ampal recordeghim of approximately $29.4 million (approximat&g1.7 million, net of taxes) and a
reduction in assets and liabilities of approxima®f5.7 million and $74.5 million, respectivelyreduction in income of
approximately $5.0 million and a reduction in pag-toss of approximately $0.5 million as of Septem®0, 2007. The sale of Am-Hal
is presented as discontinued operations in thenaganying financial statemen

Listing of Series A Note

On August 1, 2007, Ampal filed a finabppectus with the Israeli Securities Authority éimel Tel Aviv Stock Exchange
(“TASE") for the resale and listing of its SeriesNotes on the TASE. The Series A Notes were soldraeli institutional investors in
a private placement in November 2006 in the agdesg@ncipal amount of NIS 250 million (approximigt&58 million). As of
December 31, 2007, the amount of the principahefrtotes is approximately $66.6 millic

According to the prospectus, on August20D7, Ampal paid the Series A Notes holders aufit interest of 0.10959% (0.5%
annually) for the period commencing May 20, 2008 anding on August 9, 2007, which is the date t@éeS A Notes were registered
for trade. The additional interest was paid toSleeies A Note holders whose names appear in thesSeiNote holders register kept
by Ampal as of August 7, 200

Sale of Carmel Containers Ltd.

On May 21, 2007, the Company sold alt®equity method interest in Carmel Containers (t@armel”), which was an
affiliated company, for an aggregate sales pricapgiroximately $4.6 million. No gain was recordethting to the sale of Carmel sir
an impairment was recorded during the first quasfe2007.

Investee Companies by Industry Segmer

Listed below by industry segment areothe substantial investee companies in which Arhpd ownership interests as of
December 31, 2007, the principal business of eadtte percentage of equity owned, directly orriectly, by Ampal. Further
information with respect to the more significantéstee companies is provided after the followirddeaFor industry segment financ
information and financial information about foreignd domestic operations, see Note 16 to Ampahsalaated financial statements
included in this Report for the fiscal year endest&mber 31, 200

Percentage
as of
December 31,
Industry Segment Principal Business 2007
Chemicals
Gadot Chemical Tankers and Terminals | Chemical Sales, Storage, Shipping and Tran: 65.5

Energy



East Mediterranean Gas Compi Natural Gas Provider & Pipeline Owr 12.52)

Real Estate

Bay Heart Ltd Shopping Mall Owner/Lesst 37.C
Leisure-Time

Country Club Kfar Saba Lt Country Club Facility 51.C

Hod Hasharon Sport Center (19!

Limited Partnershi Country Club Facility 50.C
Finance

Ampal (Israel) Ltd Holding Company 100.C

Ampal Holdings (1991) Ltc Holding Company 100.C

@ Based upon current ownership percentage. Doesvmeffect to any potential dilution.

@ 8.2% of which are held directly and 4.3% of which held through Merhav Ampal Energy Holdings, LR ]sraeli limited partnershi
which is a joint venture between Ampal, the Istaélastructure Fund and other institutional invest
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Chemicals
GADOT CHEMICAL TANKERS AND TERMINALS LTD. ( “GADOT")
General

On December 3, 2007, Ampal completed thehmase of a 65.5% controlling interest (63.66% dullg diluted basis) in Gadot through
its wholly owned subsidiary, Merhav Ampal Energyl L t

Gadot was founded in 1958 as a privatelgt laeli company, with operations in distributiand marketing of liquid chemicals for raw
materials used in industry. Since then, Gadot kpareded into a group of companies, which currefatigns Israel’s leading chemical
distribution organization. Through its subsidiari@adot ships, stores, and distributes liquid cleaisj oils, and a large variety of materials to
countries across the globe, with an emphasis aellsind Western Europe. In our description of Gaduisiness operations, the term “Gadot”
refers to Gadot and its consolidated subsidiaries.

Gadot listed its shares for trade on theAuy Stock Exchange in 2003.

Gadot’s business is influenced by certaimnemic factors, which include (i) global changesiémand for chemicals used in raw
materials for industry, (ii) price fluctuations diemicals and raw materials, (iii) price fluctuasoof shipping costs, ship leases and ship fuel,
(iv) general global financial stability, and (v)reency fluctuations between the New Israeli Shakel other currencies, primarily the U.S.
dollar.

Gadot's operations are divided into fouims&rvice sectors:

— Importing, marketing and sale of chemicals and otae materials
— Shipping;
— Logistical operations in Europe; a

— Ancillary services, including chemical storage #atl transport

These service sectors are synergistic amgplimentary, such that Gadot provides its custemeéth a full range of services, from
acquiring chemicals based on a customer’s neegistilcal handling of shipping and transport, offlosg, storage and delivery. Members of
the Gadot group of companies also provide senfmesther members of the group, strengthening tobemas a whole.

Importing, Marketing and Sale of Chemicals and ®fRaw Materials

Gadot imports, markets and sells chemigatsother raw materials, primarily liquid chemicadsich are imported in tanker ships. Thi



chemicals and other materials are used as raw ialatar the medical, cosmetics, paint, plasticcetaics, agriculture, food and other
industries. Other activities of Gadot in this sedtelude:

— importing oils and other liquid products which aised as food additives in meat and pou

— operating a sales agency in Israel for many comepaselling a wide range of products, includingroteals, active medicinal
agents, electronic components, rubber, polymenserals and materials for the textile and paint stdy

— marketing fine chemical agents used in researdabrdabries and biochemical industries and marketirigboratory equipmen
— marketing and selling of chemicals in Western Eergnd

— marketing of inorganic chemica

The chemicals that Gadot deals with amaamy cases poisonous or hazardous and require @adlotain permits for handling poison:
materials. Special permits are also obtained fromirenmental authorities, fire safety authoritieslather governmental bodies for handling
hazardous or flammable substances. Gadot condsgedtions and quality assurance testing and pevtd employees with training and
equipment necessary for working with hazardouspmsibonous substances. Gadot has qualified for ecelwed the 1SO-9001:2000 quality
standard for its quality assurance in chemicallapdd matter transport and distribution, as wellthe ISO 14001:2004 quality standard fo
environmental management system.

Gadot generally provides its services ia #tea of business to long-term customers in lI$ha¢ are mostly large industrial factories that
use chemicals and other materials as raw matémigifeir manufacturing processes. These custonmerspaiead over a wide variety of
industries which reduces the risk of a downturang one type of industry having a significant effeic the revenues of Gadot. Gadot is not
dependent on any single customer in this servictoseNevertheless, the loss of any long-term gustomay materially affect the short-term
or even mid-term revenues and net profits of Gadot.

Sales, marketing and distribution are catell by sales teams consisting of Gadot employédes.are constantly in touch with existing
customers and who also actively seek out new madad customers. Most sales are made by purchdsesavhich are supplied from the
existing stock of Gadot. Gadot does not generallyetbacklog orders, as supply time is generallglqui

The chemical market is very competitive &atlot has many competitors in Israel, Europe déiner@ountries. Gadot's competitors
include sales agents of large chemical manufactusanall importers and factories that import materihemselves for their own use.
Competition is especially fierce in marketing cheats packaged in barrels and sacks or in ISO-téspecial containers used to transport
liquid matter), since these do not require invesinie special storage facilities, which makes gieafor competitors to enter the market.
Gadot does not have information regarding its ntaskare in the markets in which it operates.

Gadot's main advantages over its compatitidghe chemical market are due to:

— its ability to provide full door-to-door logistitaervices to its customers, from purchase, shippimd storage, to land transport
to the custom¢s factory;

— its ability to purchase and maintain surplus igéaquantities ready for sale in a variety of pagkagypes and size
— owning the only chemical loading dock capable aviting storage and transport in Isre

— decades of experience in the fie

— stable, long term relationships with existing cosos;

— the quality of products supplied by it and the tagion and good will of its suppliers; a

— professional support provided by suppliers and bgds for its products

Gadot's main disadvantages in the chenm@zaket are (i) the market consisting of highly sepbated customers that are very
knowledgeable of product pricing and alternativesnf competitors, which makes it hard to increasdifability and (ii) the high costs of
purchasing and maintaining large quantities in lsigrfor immediate supply.

Most of the raw materials sold by Gadotrasnufactured outside of Israel, in Europe, theiééhBtates, the Far East and South Africa.
The variety of supply sources allows for increaaeallability in changing market conditior



Gadot is not dependent on any one supiplitte chemicals market. There are numerous supgtie each product sold by it, mostly
located outside of Israel. Purchase of chemicadsraw materials is generally made directly from tienufacturer, by way of purchase ord

Shipping

Gadot provides its customers (includingssdiaries within the Gadot group of companies) vgitipping services, shipping liquid
chemicals in tanker ships both to and from Isr@eldot uses a fleet of 25 ships, which are eithesdd or owned by Gadot, with loading
capabilities ranging from 5,000 tons to 25,000 tdree total capacity of Gadot's fleet as of Decenie 2007, was approximately 380,000
tons. The main shipping lines operated by Gadotszael — Northern Europe and Israel — United Statéth many interim stops. Gadot also
provides logistical support for ships anchoredhia port of Haifa in Israel. These services incloderdination of all technical procedures
while in port, such as payment of port fees, céth@crew and providing ships with supplies.

Gadot’s ships are subject to strict intéamal regulation with regard to safety of shippimagardous chemicals and environmental
protection of the seas which mainly provide stadddor ship conditions and crew safety. In ordecdmply with these strict standards and to
fulfill customer demand for compliance, all thephiused in Gadot’s fleet are double hulled andahks used for chemical storage are made
of stainless steel, which reduces the danger obsimm and leakage. All ships in the fleet are ngadaby companies with the experience and
knowledge necessary to comply with such regulatantsthey are inspected by the relevant authortiésast once a year for deficiencies.
ship is found not in compliance with the standaitds, not permitted to set sail until all defici@as are remedied.
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In recent years there has been a riserivadd for chemical shipping in tanker ships, whkmostly due to the growth of the Chinese
economy and other emerging markets in Asia, angtbeing trade between these countries with otbentries. This trend tempered and
even decreased during the last quarter of 2005tanfirst quarter of 2006, due mainly to the ndtdisasters that occurred in the United
States during that time. This affected Gadot’s $+Atlantic lines and caused a decrease in profitalbiuring that period. In the first half of
2007 shipping prices generally rose, particulanlyhie ‘spot’ shipping assignments. In the seconfidi@007 prices stabilized, however the
price of ship fuel continued to rise, which caugeaks profit to decline compared with the firstflwd|2007.

Gadot renewed its annual and leagn shipping contracts with its customers forybear 2007 at an average increase of 5% to 109
fees. However, this increase will mostly be offdsgthe increase in ship leasing costs.

There are a number of critical factors 3saey for succeeding in the chemical shipping ®ssinincluding:

— managing a modern fleet of ships capable of trantisyy a variety of chemicals with a variety offdifent capacities in order to
meet customer neec

— availability of ships on the various shipping lin
— professional operation of cargo, in order to inseeafficiency and safet

— having a strategy of buying or leasing ships atpoices, while entering into long-term shippingitacts with customers at
high prices, in order to minimize exposure to cleanig the shipping market and to increase profitgh

— creating and maintaining strategic relationshiph ey customers; ar

— cooperation with other companies operating in thlel fin order to increase the amount of ships wuaykhe same line or mark
and to penetrate new marke

Competition in the field of shipping is @amtrated mainly in the availability of ships ahd price of transport. Larger shipping
companies have an advantage over smaller onesdgettay have more and higher quality ships. Thezethe large companies are usually
chosen by customers with large scale shipping nfeedsng-term periods of time. The mid-size andafirahipping companies usually
compete for the ‘spot’ shipping assignments. Mésbadot’s competitors in this service sector aipmhg companies of the same size as
Gadot. Gadot’s success is dependent to a largatextethe shipping fees it charges its customedsoanits ability to lease ships at reasonable
costs. Gadot's main strengths over its competioests steady lines to Israeli ports, along thelitéeranean Sea and from Europe to Central
America, and its new and modern fleet. Its mainkmeas is in international shipping lines, wheredmpetitors have larger fleets capable of
providing more frequent service.

Most of Gadot’s shipping contracts arederiods of between one to five years, some witiooptto extend the term. The remainder of
its contracts are made on an ad hoc basis. Gaddteaopen term contracts that terminate only hyseat of the parties. These shipping
contracts are drafted according to a global stahdzalled a “Tanker Voyage Charter Party” contratiese contracts state the shipping fee
and quantity and provide other standard terms, agdlipe of goods, size, handling instructionst pbloading and off-loading, loading and
off-loading time, late fees, time tables, jurisdictaomd insurance. These contracts also incorporatefbyence the provisions of cert:



standardized shipping contracts.
Gadot is not dependent on any single customthis service sector.

Gadot leases the ships in its fleet acogrth “Time Charter Party” contracts, which provide the lease of a ship together with its crew.
These contracts are drafted according to a gldbabard, except for the specific terms, such asethee period and fees. The average lease
period of ships in the Gadot fleet is from oneite fyears, usually with an option to extend thenteFhe lease fee may fluctuate based on
market conditions, or renewal or exit points in tio@tract. These contracts usually provide forstlage of the ship upon delivery to the lessee,
maintenance requirements, indemnification to theera, permission to sub-lease, insurance, inspedgbts, compliance with technical
specifications and jurisdiction. Sometimes suchtramts include an option to purchase the shipeatipusly agreed terms. Ships are operated
commercially by the lessee, by designating shipfiimes and cargo for the ship, while the lessorates the technical aspects of running the
ship and crew.

Logistical Operations in Europe

Since the end of 2007, Gadot has offeiedustomers logistical services for chemicals aaghtdous materials in Western Europe,
including off-loading and storage, filling barrelad containers, door-to-door transport and handlergsitive chemicals. Gadot provides full
services to its customers throughout the whole lgugmain.

The services provided by Gadot in this@eictclude:

— Delivery — import and export of goods to and frEarope to other destinations around the world uidiclg contracting with
shipping companies, dealing with tax authoritiest pelease and documentatis

— Storage — storage of customer’s materials in gtofacilities, often under specialized conditiosisch as temperature control,
etc.).

— Transpor— complete doc-to-door service, from arrival of goods in port, staragackaging and delivery to final destinati

— Packaginc¢ packaging of dry and liquid chemicals in barretmtainers or sack
Gadot also provides one customer with pairtng services.

Gadot has long-term leases over storagititsin three countries for providing these sees, with an aggregate area of 150,000 square
meters. These storage facilities maintain very lsigindards and Gadot is the only entity withingteeage sector in Europe with facilities in
several countries. This gives Gadot a considerail@ntage over its competitors in this field. Gaalsd contracts with land and sea transport
companies to facilitate its logistical services.

Operating in this sector requires Gadaititain appropriate licenses from authorities aneh&intain strict European standards for
handling hazardous materials and for operatingagmfacilities. Stored chemicals are categorizethbi hazard level and each facility has in
place the appropriate approvals and restrictionthi® relevant type of material. Regulation in tie$d changes from time to time and Gadot
needs to constantly conform itself to the existiaguirements.

This sector has experienced growth in regears in Western Europe, since an increasing eummfocompanies and manufacturers prefer
to outsource their logistical operations, due t4trict regulatory requirements. This has causgskdn profitability in this service sector, as
prices have risen due to rising demand.

Some of the main criteria for success ig $ervice sector are: (i) location of storagelfées near industrial factories or seaports, (ii)
wide geographic spread of facilities and (iii) &pito provide quality service at an all-inclusirenner.

The main entry barrier in operating in tbgistics sector is compliance with licensing regmients. Applying for such licenses is an
expensive and often long process, without certafithe outcome. Another entry barrier is the nsitg$o maintain specialized storage
facilities capable of storing chemicals and hazasdoaterials.

Gadot’s customers in this service sectoluthe chemical manufacturers and distributors ithabrt or export their goods in Europe.
Gadot is not dependent on any one customer irséutor.

Most customers enter into a framework agesg with Gadot which stipulates the scope of ses/and fees for each service. Fee:



generally adjusted annually. Most agreements ddvae¢ a minimum quantity requirement.

Gadot’'s marketing and distribution effate conducted by Gadot's sale people in each cpwitose goal is to locate potential
customers for logistical services.

Most of Gadot’s competitors in this secog local operators that have a limited spreagefations. Gadot estimates that it holds a 25%
market share in the countries in which it operaBadot has an advantage over most of its compgtidoie to the location and wide spread of
its facilities and the scope and quality of itsvémas.

Gadot takes great measures to protectrthieomment in its facilities in Western Europe. T3terage facilities are equipped with cement
or ceramic flooring, drainage systems and holdamdks$ to avoid ground contamination. Gadot has figalfor and received the ISO-
9001:2000 quality standard for its quality assueaincthis sector. Gadot’s facilities have also biespected a number of times by the CEFIC
(the European Chemical Industry Council) according safety and quality assessment plan of the CEFRie storage facilities are
periodically tested by local authorities for growwhtamination and fire safety.

Ancillary Services
The ancillary services provided by Gadaotude:

— land transport

— storage, loading and ¢loading of materials

— ISC-tank transportatior

— agency services for shipping companies and dodkipd;sanc

— real property

Land Transport

Gadot offers land transport services teitstomers for chemicals and other materials fremaeli ports to the customer’s factory, and
vice versa. In 2006, Gadot began supplying trariggwices to an Israeli gas company in immateriabunts, but this business is expected to
grow if Gadot is able to purchase additional tartkerks adapted for this type of transport. Lamehéportation from chemical plants outsid
Israel to Gadot’s ships is provided by subcontnacto

Gadot currently owns a fleet of 72 trucks &8 tanker trucks (of which 55 tanker trucks@pable of transporting hazardous materials).
The fleet of trucks is generally in full use by @adand occasionally it also has to borrow trucks other companies in order to fulfill
demand. The fleet of tanker trucks is generallyindull use, due to the amount of tankers Gadat®and the highly specialized purpose of
each tanker.

Gadot faces much competition in this fieldd it holds an estimated Israeli market sharkbé6 to 17%.
Storage, Loading and Off-Loading of Materials

Gadot provides storage, loading and oftling services of chemicals and other material$stoustomers (including to subsidiaries in the
Gadot group of companies) in an area located heasduthern terminal in the port of Haifa, whiclthis port used by Gadot’s ships.

Gadot is currently the only provider of otieal storage, loading and off-loading servicetsiael. These services were declared a
monopoly by the Israeli Antitrust Authority and aherefore subject to regulation, which includesiae list stipulated by the Antitrust
Authority, and periodical inspections of profitatyi] the result of which may require Gadot to reelits prices for these services. To date,
Gadot has never received such an instruction. Gadoality control process for storage and loadiag qualified for and received the 1SO-
9001 quality standard.

Gadot’s facility currently has 80 storagaks with capacities of between 30 to 2,650 culitens each, which are constantly maintained.
The total storage capacity of these tanks is apprabely 46,000 cubic meters. The facility also haspe loading system which allows for
direct oftloading of liquid chemicals from a sI's tank to a storage tar



ISO-Tank Transportation

Gadot provides transportation servicedifuid chemicals in ISO-tanks. 1ISO-tanks are tramtgd in various ways, including by truck,
train, ferry and ship. ISO-tank transport allows tustomer to purchase liquid chemicals directiyrfthe supplier, without requiring storage
and off-loading. The quantities transported in 18@ks are usually significantly smaller than quieditransported by tanker.

Gadot currently owns 142 |SO-tanks andasks additional ISO-tanks from external sourees fime to time in order to meet customer
demand. Gadot also leases ISO-tanks to third gaxtiBich include heating systems and upper or lmffedioading apparatuses, as needed.

Agency Services for Shipping Companies and Dockigd S

Gadot acts as a general agent for shipgingpanies and for ships docked in Israel. It ie @ exclusive representative in Israel of a
large shipping company.

Gadot’s services to ships at port incluafgdtical support for ships anchored in port ira&dr These services include coordination of all
technical procedures while in port, such as payrogpbrt fees, care for the needs of the ship’sv@ed providing ships with supplies.

Gadot’s services to shipping companiesuikellogistical support for cargo arriving in Isiagich as finding local storage facilities for a
ship’s cargo, coordinating loading and off-loadafghips, locating and identifying cargo, replacatre@ews and other services.

Gadot has one significant customer in $kivice sector, with revenues that are immatamiahnount.

Real Property

Gadot leases out office space in Haifa®BeldAviv. The rent paid for these leases are immten amount.
Gadot Dividend policy

In November 2003 Gadot’s board of directmepted a dividend policy according to which Gatistributed 30% of its profits for each
of the years 2004, 2005 and 2006, which amount&i$c17.0 million ($3.9 million), NIS 24.2 millio($5.4 million) and NIS 21.2 million
(%$4.8 million), respectively. In 2007 Gadot distribd cash dividends in an aggregate amount of R)823,529 ($9,621,692).
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Energy
EAST MEDITERRANEAN GAS COMPANY (“*EMG”)

EMG, an Egyptian joint stock company, ofigad in accordance with the Egyptian Special Freees system, has been granted the right
to export natural gas from Egypt to Israel, otloeations in the East Mediterranean basin and ter@tbuntries. EMG's first project involves
linking the Israeli energy market with the Egyptizational gas grid via an East Mediterranean pigeliFully financed and contracted, the
pipeline and associated facilities have substdapttampleted construction with expected first gavetry scheduled for the first quarter of
2008. EMG shall be the developer, owner and opeddtthe pipeline and its associated facilitiessbore in both the point of departure at El
Arish, Egypt and the point of entry in Ashkelorraksl. In the Israeli market, EMG's first contracasvsigned in late 2005 with the Israel
Electric Corporation for a quantity of 2.1 BCM amfly over 15-20 years. EMG is in the process ofatieging several additional agreements
covering much of the anticipated 7.0 BCM annuadlynearked for the Israeli market. This project isgmed by an agreement signed betw
Israel and Egypt which designates EMG as the aizédbexporter of Egyptian gas, secures EMG’s taengxion in Israel and provides for
the Egyptian government’s guarantee for the arofahe gas to the Israeli market.

On November 29, 2007, Ampal and IIF, legdargroup of institutional Investors, purchased3#linterest in EMG, through Merhav
Ampal Energy Holdings, LP, an Israeli limited pantship (the “Joint Venture”), from Merhav M.N.F.d.tfor a purchase price of
approximately $95.4 million, using funds providedthe Investors. In addition to the Joint Ventunglschase from Merhav M.N.F. Ltd.,
Ampal contributed into the Joint Venture an addiéib4.3% interest in EMG already held by Ampal. Toet Venture now holds a total of
8.6% of the outstanding shares of EMG. Ampal’s dbaotion was valued at the same price per EMG sharhe Joint Venture’s purchase.
This amount is equivalent to the purchase pricea(per share basis) paid by Ampal for its Decen@dB@6 purchase of EMG shares from
Merhav M.N.F. Ltd.

As of December 31, 2007, the Company’s kiied Statements reflect a 16.8% interest in shaf&MG, with 8.2% held directly and
8.6% held through the Joint Venture (of which Ampaihs 50%). For more information concerning oueiiest in EMG please see “ltem 7 —
Management Discussion and Analysis of Financialditamn and Results of Operatic’ below.



Real Estate

In Israel, most land is owned by the Isrgelernment. In this Report, reference to owngrstiland means either direct ownership of
land or a long-term lease from the Israeli Govemtmehich in most respects is regarded in Isra¢hagunctional equivalent of ownership. It
is the Israeli government’s policy to renew itsdeterm leases (which usually have a term of 49s)agpon their expiration.

AM-HAL LTD. (“AM-HAL")

Am-Hal was a wholly-owned subsidiary of thempany. Am-Hal develops and operates luxuryastent centers for senior citizens. In
August 2007 the Company sold all of its interesAin-Hal, which is presented as a discontinued dferan the accompanying financial
statements. See “Item 1 — Business — Significane@@ments During 2007.”

BAY HEART LTD. ("BAY HEART")

Bay Heart was established in 1987 to dgvalud lease a shopping mall (the “Mall”) in the tddBay area. Haifa is the third largest city
in Israel. The Mall, which opened in May 1991, iheee-story facility with approximately 280,000usge feet of rentable space. The Mall is
located at the intersection of two major roads mmides a large mix of retail and entertainmentlitées including seven movie theaters. ~
Mall is currently undergoing extensive renovatiansjuding the construction of a new complex ofr28vie theaters and entertainment
facilities.

Leisure-Time
COUNTRY CLUB KFAR SABA LTD. (“KFAR SABA")

Kfar Saba operates a country club fac{libe “Club”) in Kfar Saba, a town north of Tel Avikfar Saba holds a long-term lease to the
real estate property on which the Club is situatda Club’s facilities include swimming pools, téaoourts and a clubhouse.

The Club, which has a capacity of 2,000 fpeniamilies, operated at capacity for the 2003@eaThe Company owns 51% of Kfar
Saba.

11

HOD HASHARON SPORT CENTER (1992) LIMITED PARTNERSHIP (*HOD HASHARON")

Hod Hasharon operates a country club fgdithe “H.H. Club”) in Hod Hasharon, a town nodhTel Aviv. The H.H. Club, which
opened in July 1994, occupies a 7-1/4 acre lot vlsdeased for a 49 year period. The lease expir2e43. The H.H. Club has a capacity of
1,600 member families and has operated at capfacitiie past three years. In 2007, the H.H. Cldiriiuted $0.2 million to each of its
partners. As of December 31, 2007, the Companyst®Bi0% direct interest in Hod Hasharon.

Capital Markets and Other Holdings
CARMEL CONTAINERS SYSTEMS LTD. (“CARMEL")

Carmel is one of the leading Israeli comgsin designing, manufacturing and marketing cakioards and packaging products. In May
2007 the Company sold all of its equity methodriesein Carmel. The Company sold its interest im@sd, which was accounted under the
equity method. See “Item 1 — Business — Signifit2ewelopments During 2007.”

EMPLOYEES
The executive officers of Ampal are listaeditem 11" below.
As of December 31, 2007:

— Ampal (Israel) Ltd. had 14 employe
— Gadot, of which the Company owns a 65.5% intetesd, 697 employees; a

— Country Club Kfar Saba Ltd., of which the Compamyns a 51% interest, had 98 employe



Relations between the Company and its eyegl® are satisfactory.
CONDITIONS IN ISRAEL

Most of the companies in which Ampal dikedr indirectly invests conduct their principaleyations in Israel and are directly affected
by the economic, political, military, social andndegraphic conditions there. A state of hostilitgrying as to degree and intensity, exists
between Israel and the Arab countries and the fa@has Authority (the “PA”). Israel signed a peamgreement with Egypt in 1979 and with
Jordan in 1994. Since 1993, several agreementshemsresigned between Israel and Palestinian rapedses regarding conditions in the
West Bank and Gaza. While negotiations have takssebetween Israel, its Arab neighbors and thedP&nd the state of hostility in the
region, it is not possible to predict the outcorhéhese negotiations and their eventual effect ampAl and its investee companies. Hamas, an
Islamist movement, won the majority of the seathhaParliament of the PA in January 2006 and tmokrol of the Gaza Strip in June 2007.
These developments have further strained relabehgeen Israel and the PA. During the summer o62B0ael waged a war with the
Hezbollah movement in Lebanon, which involved tlemds of missile strikes in Northern Israel. Thiaftiot was the most violent outbreak
of hostilities in which Israel has been involvedidg the past several years. This situation hadduerse effect on the economy, primarily in
the relevant geographic areas, and increased thiegdaand military uncertainty in Israel and théddle East. See “ltem 1A — Risk Factors”
below for a further discussion of the possible iotpa the political and military situation in Isda@n the Company.

All male adult citizens and permanent resid of Israel under the age of 48 are obligateliss exempt, to perform military reserve ¢
annually. Additionally, all these individuals angbgect to being called to active duty at any tinmel@r emergency circumstances. Some of the
officers and employees of Ampal’s investee compaare currently obligated to perform annual reseutg. While these companies have
operated effectively under these requirements simegbegan operations, Ampal cannot assess thienfasict of these requirements on their
workforce or business if conditions should chargexddition, Ampal cannot predict the effect onlitsiness in a state of emergency in wi
large numbers of individuals are called up fonaetuty.

CERTAIN UNITED STATES AND ISRAELI REGULATORY MATTER S
SEC Exemptive Order

In 1947, the SEC granted Ampal an exemgtiom the Investment Company Act of 1940, as amerfthe “1940 Act”), pursuant to an
Exemptive Order. The Exemptive Order was grantesgthaipon the nature of Ampal’s operations, the gaep for which it was organized,
which have not changed, and the interest of pusthad Ampals securities in the economic development of IsrBekre can be no assurat
that the SEC will not reexamine the Exemptive Owled revoke, suspend or modify it. A revocatiorspamnsion or material modification of
the Exemptive Order could materially and adverséfgct the Company unless Ampal were able to olutier appropriate exemptive relief.
In the event that Ampal becomes subject to theipiavs of the 1940 Act, it could be required, amotiger matters, to make changes, which
might be material, to its management, capital stinecand methods of operation, including its demiwith principal shareholders and their
related companies.

12

TAX INFORMATION

Ampal (to the extent that it has incomed=t in Israel) and Ampal’s Israeli subsidiaries aubject to taxes imposed under the Israeli
Income Tax Ordinance. The corporate tax rate imelss 29% for the 2007 tax year. Following an admeant to the Israeli Income Tax
Ordinance, which came into effect on January 1620@mendment No. 147"), the corporate tax ratedeeduled to be reduced as follows:
27% for the 2008 tax year, 26% for the 2009 tax wea 25% for the 2010 tax year and thereafter.|$taeli tax rate on capital gains derived
by a corporation after January 1, 2003, is geneB&iPo (other than gains deriving from the sala@siét securities which are taxed at the
corporate tax rate).

A tax treaty between Israel and the Un¢ates became effective on January 1, 1995 (“teatyt). The Treaty has not substantially
affected the tax position of the Company in eitther United States or in Israel.

Under Israeli domestic law Ampal, as a nesident, is generally subject to withholding tha aate of 25% on dividends it receives from
Israeli companies (20% for dividends received a%aofuary 1, 2006, under certain circumstancesy fEHt¢ may be reduced to either 15% or
12.5%, (under Israeli law and/or the provisionshef Treaty), depending on the ownership perceritaties investee company, and on the
of income generated by such investee company frbohathe dividend is distributed (by contrast, damds received by one Israeli company
from another Israeli company are generally exemgrhflsraeli corporate tax, unless (i) they arisgrfincome generated from sources outside
of Israel, in which case they are generally suliig¢ax at a rate of 25% corporate tax (certainctaxlits may be available for tax paid or
withheld at source); or (ii) they are paid outloé profits of an “approved enterprise” to eithesidents or non-residents, in which case tax is
withheld at a rate of 15%).

Pursuant to an arrangement with the Istaglauthorities, Amp’s income from Israeli sources has been taxed asednciples



generally applied in Israel to income of non-resideAmpal has filed agreed upon tax returns withlsraeli tax authorities through the tax
year 2006. Based on the tax returns filed by Antipalugh 2006, it has not been required to makesalajtional tax payments in excess of
tax withheld on dividends it has received. In addit pursuant to Ampad’arrangement with the Israeli tax authorities,abgregate taxes ps

by Ampal in Israel and in the United States onriggg rent and dividend income derived from Israelirces has not exceeded the tax which
would have been payable by Ampal in the UnitedeStaad such interest, rent and dividend income tegwed by Ampal from United Stat
sources. There can be no assurance that this emamg will continue to be in effect in the futuféis arrangement does not apply to taxation
of Ampal’s Israeli subsidiaries.

Generally, under the provisions of thea$irmcome Tax Ordinance, taxable income from IBis@urces paid to noresidents of Israel |
residents of Israel is subject to withholding taxhe rate of 25%. However, such rate of withhajdiax may be reduced under the Treaty,
with respect to certain payments made by Israelie¢aidents to US tax residents that qualify fandfis of the Treaty. For example, under the
Treaty, the rate of withholding tax applicablenterest is generally reduced to 17.5%. The contiriae treatment of Ampal by the Israeli tax
authorities in the manner described above is basadng other things, on Ampal continuing to bet&dafor tax purposes, as a non-resident
of Israel that is not doing business in Israel.

Under Israeli law, Israeli tax residents taxed on capital gains generated from sourcksael or outside of Israel, whereas non-
residents are taxable only with respect to gaimegged from sources in Israel. Gains are genemadjgrded as being from Israeli sources if
arising from the sale of assets either locatedriadl or which represent a right to assets lodatéstael (including gains arising from the sale
of shares of stock in companies resident in Isax@, of rights in non-resident entities that maigresent ownership and rights to assets
located in Israel, with regard to such assets).ddtite Treaty, US tax residents are subject telistapital gains tax on the sale of shares in
Israeli companies if they have held 10% or morthefvoting rights in such company at any time dyitlee 12 months immediately preceding
the sale.

Since January 1, 1994, the portion of thia gttributable to inflationary differences priorthat date is taxable at a rate of 10%, while
portion of the gain attributable to inflationanffdrences between such date and the date of dtaposf the asset is exempt from tax. Non-
residents of Israel are exempt from the 10% tatherinflationary gain derived from the sale of &%ain companies that are considered Israeli
tax residents if they elect to compute the inflagicy portion of the gain based on the change imateeof exchange between Israeli currency
and the foreign currency in which the shares werehased, rather than the change in the Israe$iwcoer price index. Beginning January 1,
2006, the section of the Israeli Tax Ordinance umddch the regulations providing such tax exemptio non-Israeli residents were
promulgated, was rescinded. It is therefore unchdeather this exemption shall continue to be ajplie. The remainder of the gain (“Real
Capital Gain”), if any, is taxable to corporaticatshe rate of 25%. However, Real Capital Gainsiragifrom the sale of capital assets that had
been acquired prior to January 1, 2003 shall berpped on a linear basis to the periods beforkadter the same date, namely — the portion
of the gain attributed to the period before Jandad003 shall be subject to tax at a rate equiddgaorporate tax rate in affect at the time of
the sale (in 2007 — 29%) and a marginal tax rat@@Q07 — 48%) for individuals, whereas the portbthe gain attributed to the period after
January 1, 2003 shall be taxed at the rate of 25%.

Foreign corporations are generally exempnftax on gains from the sale of shares in pupti@dded companies if the capital gain was
not generated from their permanent establishmelstael. Amendment No. 147 introduces a broademgtien under domestic law for non-
residents regardless of their percentage holdiragitsraeli company (not holding real estate rigtttsnclude capital gains from the sale of
securities (even where not traded in Israel), whiehpurchased between July 1, 2005 through Deaeddh@008, provided certain conditic
are met.
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The Income Tax Law (Adjustments for Inftat), 1985 (“Inflationary Adjustments Law”), whiclpplies to companies which have
business income in Israel or which claim a deducitiolsrael for financing costs, has been in faicee the 1985 tax year. Under the
Inflationary Adjustments Law, results for tax pusps are measured in real terms. The law providatégpreservation of equity, whereby
certain corporate assets are classified broadyfited (inflation resistant) and Non-Fixed (nofflation resistant) Assets. Where
shareholderséquity, as defined therein, exceeds the deprecastof Fixed Assets, a tax deduction which taksaccount the effect of t
annual inflationary change on such excess is alipwebject to certain limitations. Conversely hi¢ tdepreciated cost of Fixed Assets exceeds
shareholders’ equity, then such excess, multigliethe annual inflation change, is added to taxatdeme. On December 11, 2007, the
Israeli Parliament approved a bill proposing an @aneent to the Inflationary Adjustments Law thatlwffectively cancel such law as of the
2008 tax year. If such bill is enacted into lawpathe 2008 tax year most of the provisions ofltiflationary Adjustments Law will no long
be in force, except for certain transitional orders

Individuals and companies in Israel payeadded tax (“VAT") at a rate of 15.5% of the praf assets (excluding shares) sold and
services rendered. In computing its VAT liabilimpal’s Israeli subsidiaries are entitled to clama deduction input VAT they have
incurred with respect to goods and services acdticethe purpose of their business, to the exdanh transactions are subject to VAT.

United States Federal Taxation of Ampal

Ampal and its United States subsidiariadt{e following discussion, generally referred ddiectively as“*Ampal U.S") are subject t



United States taxation on their taxable incomesamsputed on a consolidated basis, from domestieedisas foreign sources. The gross
income of Ampal U.S. for United States tax purpasekides or may include (i) income earned direbftyAmpal U.S., (ii) Ampal U.S.'s pro
rata share of certain types of income, primarilybisart F income” earned by certain Controlled FpreCorporations in which Ampal U.S.
owns or is considered as owning 10 percent or rabtiee voting power; and (iii) Ampal U.S.'s pro aathare of ordinary income and capital
gains earned by certain Passive Foreign Invest@empanies in which Ampal U.S. owns stock, and wapect to which Ampal has elected
that such company be treated as a Qualified E€timd. Subpart F income includes, among otheg$hidividends, interest and certain re
and capital gains. Since 1993, the maximum fedatalapplicable to domestic corporations is 35%.

Certain of Ampal’s non-U.S. subsidiariesdalected to be treated as partnerships for @xotrposes. As a result, Ampal is generally
subject to U.S. tax on its distributive share afome earned by such subsidiaries (generally cordpwitd reference to Ampal’s proportionate
interest in such entity), as it is earned, i.e.ithout regard to whether or not such income isritiisted by the subsidiary. Certain of Ampal’s
wholly-owned non-U.S. subsidiaries have electebetdreated as “disregarded entities” for U.S. fatiex consequences. As a result, Ampal
is subject to US tax on all income earned by sudisigliaries, as it is earned.

Ampal U.S. is generally entitled to claimacredit against its United States income tabiliig all or a portion of income taxes, or of
taxes imposed in lieu of income taxes, paid toipreountries. If Ampal U.S. receives dividendsiira non-US corporation in which it owns
10% or more of the voting stock, Ampal U.S. is teela(in determining the amount of foreign incomeetapaid by Ampal U.S. for purposes
the foreign tax credit) as having paid the same@antion of the foreign corporation’s post-1986 igreincome taxes as the amount of such
dividends bears to the foreign corporation’s pd@@6lLundistributed earnings.

In general, the total foreign tax credattAmpal U.S. may claim is limited to the same mmbipn of Ampal U.S.'s United States income
taxes that its foreign source taxable income bigaits taxable income from all sources, US and b@-This limitation is applied separately
with respect to passive and active items of inconfech may further limit Ampal’s ability to clainmofeign taxes as a credit against its U.S.
tax liability. The use of foreign taxes as an dfisgainst United States tax liability is furthanited by certain rules pertaining to the sourcing
of income and the allocation of deductions. Assailteof the combined operation of these rules fiassible that Ampal U.S. would exercise
its right to elect to deduct the foreign taxedjen of claiming such taxes as a foreign tax credit

Ampal U.S. may also be subject to the altdve minimum tax (“AMT”) on corporations. Gendyalthe tax base for the AMT on
corporations is the taxpayer’s taxable income iasee or decreased by certain adjustments andééer@nces for the year. The resulting
amount, called alternative minimum taxable incom¢hen reduced by an exemption amount and sutgjgak at a 20% rate. As with the
regular tax computation, AMT can be offset by fgretax credits as well as net operating losses [N} both of which are separately
calculated under AMT rules. The NOL is generaligited to 90% of the alternative minimum taxableoime.

FORWARD-LOOKING STATEMENTS

This Report (including but not limited t&ctors discussed in the “Management’s Discussidnfaralysis of Financial Condition and
Results of Operations,” as well as those discuskmvhere in this Report) includes forward-lookstgtements (as such term is defined in the
Private Securities Litigation Reform Act of 199%)dainformation relating to the Company that aresbasn the beliefs of management of the
Company as well as assumptions made by and infametirrently available to the management of thenGany. When used in this Report,
the words “anticipate,” “believe”, “estimate,” “egpt,” “intend,” “plan,” and similar expressions, tagy relate to the Company or the
management of the Company, identify forward-lookstatements. Such statements reflect the currentsvof the Company with respect to
future events or future financial performance & @ompany, the outcome of which is subject to @ertaks and other factors which could
cause actual results to differ materially from thasiticipated by the forward-looking statementsluiding among others, the economic and
political conditions in Israel, the Middle East¢cinding the situation in Iraqg, and in the globasimeéss and economic conditions in the
different sectors and markets where the Compargrgiio companies operate. These risks and uniogiga include, but are not limited to,
those described in “Item 1A — Risk Factors” angwlsere in this Report and those described from tontame in our future reports filed with
the Securities and Exchange Commission.
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SHOULD ANY OF THOSE RISKS OR UNCERTAINTIESATERIALIZE, OR SHOULD UNDERLYING ASSUMPTIONS PROVE
INCORRECT, ACTUAL RESULTS OR OUTCOME MAY VARY FROMHOSE DESCRIBED THEREIN AS ANTICIPATED,
BELIEVED, ESTIMATED, EXPECTED, INTENDED OR PLANNEECSUBSEQUENT WRITTEN AND ORAL FORWARD-LOOKING
STATEMENTS ATTRIBUTABLE TO THE COMPANY OR PERSONSGYING ON ITS BEHALF ARE EXPRESSLY QUALIFIED IN
THEIR ENTIRETY BY THE CAUTIONARY STATEMENTS IN THISPARAGRAPH AND ELSEWHERE DESCRIBED IN THIS
REPORT AND OTHER REPORTS FILED WITH THE SECURITIBSID EXCHANGE COMMISSION. THE COMPANY ASSUMES
NO OBLIGATION TO UPDATE OR REVISE FORWAR-LOOKING STATEMENTS.

ITEM 1A. RISK FACTORS

An investment in our securities involveskds and uncertainties. These risks and uncertaintield cause our actual results to differ
materially from our historical results or the reésudontemplated by any forwi-looking statements contained in this Report or amake it



other filings with the SEC under the Securities Bxdhange Act of 1934 or in other public statemefite risks described below are not the
only risks facing the Company. Additional risks amttertainties not currently known to us or thatouerently deem to be immaterial also
may materially adversely affect our business, fai@ncondition and/or operating results. You shazddsider the following factors carefully,
in addition to the other information containedhistReport, before deciding to purchase, sell ¢d bar securities.

Because most of the companies in which we investdiat their principal operations in Israel, we maye adversely affected by tl
economic, political, social and military conditioria the Middle East.

Most of the companies in which we direathindirectly invest have principal operations thet Israel-related. We may, therefore, be
directly affected by economic, political, sociadamilitary conditions in the Middle East, includitgrael’s relationship with the Palestinian
Authority and Arab countries. In addition, manytleé companies in which we invest are dependent ugaterials imported from outside of
Israel. We also have interests in companies thpoitrand export significant amounts of productarid from Israel. Our existing 65.5% stake
in Gadot (63.66% on a fully diluted basis), an édirpublicly traded company, and our existing 16.8%ke in East Mediterranean Gas
Company (8.6% of which is held by the Joint Ventwfewhich Ampal owns 50%), an Egyptian joint stacknpany, together represent a
substantial portion of our investment portfolio andy be particularly sensitive to conditions in Migldle East. Accordingly, our operations
could be materially and adversely affected by atterrorism or if major hostilities should contmor occur in the future in the Middle East
or trade between Israel and its present tradintnees should be curtailed, including as a resuétas$ of terrorism in the United States. Any
such effects may impact our value and the valusuoinvestee companies.

Hamas, an Islamist movement, won the migjoffithe seats in the Parliament of the PA in 2an2006 and took control of the Gaza
Strip in June 2007. These developments have fusth@ined relations between Israel and the PA.ruttie summer of 2006, Israel was
engaged in a military conflict with the Hezbollalowement in Lebanon. This conflict was the mostemdloutbreak of hostilities in which
Israel has been involved during the past sevemaisy@ his situation had an adverse effect on tbaauy, primarily in the
relevant geographic areas. Although we do not belikat this situation has had a material adveifeeteon our business or financial
condition, if such situation resumes and/or esealghe adverse economic effect may deepen anddsfredditional areas and may
materially adversely affect the Company and itssaliaries’ business and financial condition.

Because of our significant investment in Gadot, way be adversely affected by changes in the finahcbndition, business, or operatior
of Gadot.

As of December 31, 2007, the Company beiadff owns approximately 65.5% of Gadot (63.66%adfully diluted basis) and we
consolidate Gadot in the accompanying financiakstents. This investment constitutes one of ogelsirholdings. As a result, changes in
financial condition, business or operations of Ggdee “Risk Factors — Risks Relating to Gadot'l) significantly affect our financial
condition and results of operations. Although Gdud historically paid dividends to its sharehaddehanges in Gadstoperations may lim
their ability to pay dividends in the future. Fuethas a component of Ampsiconsolidated financial statements any divideradd will not be
reflected as income by Ampal. While the paymerdieidends would not impact Ampal’s consolidatednéags, it could limit the financial
resources available to operate the holding compdrigh could adversely affect our operations andrfirial condition.
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Because of our significant investment in EMG, we ynhe adversely affected by changes in the financiahdition, business, or operatior
of EMG.

As of December 31, 2007, the Company beiadff owns approximately 16.8% of EMG (8.6% of whiis held by the Joint Venture, of
which Ampal owns 50%), a result of a series ofgeations with our controlling shareholder, whichsve@counted as transaction between
entities under common control. This investment tiutes one of our largest holdings. As a resdilgrges in the financial condition, business
or operations of EMG, including, without limitatipnnexpected delays in first gas delivery, the detign of the pipeline, and the ability of
EMG to utilize the pipeline, whether as a resulen¥ironmental, regulatory or political issues tirewise, may impact our ability to receive
dividends from EMG which could adversely affect operations and financial condition. Additionalye have a minority interest in EMG,
and therefore, do not have the ability to signffitainfluence or direct the affairs of EMG.

The SEC may re-examine, suspend or modify our exéorpfrom the Investment Company Act of 1940, asemded.

In 1947, the SEC granted us an exemptiom fthe Investment Company Act of 1940, as amenithed‘1940 Act”), pursuant to an
exemptive order. The exemptive order was grantsddapon the nature of our operations. There camlassurance that the SEC will not re-
examine the exemptive order and revoke, suspentbdify it. A revocation, suspension or material rifigeltion of the exemptive order cot
materially and adversely affect us unless we whble @ obtain other appropriate exemptive relieftHe event that we become subject to the
provisions of the 1940 Act, we could be requiradpag other matters, to make changes, which mightditerial, to our management, capital
structure and methods of operation, including @alitigs with principal shareholders and their edlatompanies.

As most of our investee companies conduct busirmgside of the United States, we are exposed teifpr currency and other risks



We are subject to the risks of doing bussneutside the U.S., including, among other rigk®ign currency exchange rate risks, changes
in interest rates, equity price changes of ourste® companies, import restrictions, anti-dumpmgstigations, political or labor
disturbances, expropriation and acts of war. Norasges can be given that we will be protected flatare changes in foreign currency
exchange rates that may impact our financial camdir performance.

Foreign securities or illiquid securitiesdur portfolio involve higher risk and may subjestto higher price volatility. Investing in
securities of foreign issuers involves risks naoasated with U.S. investments, including settletmisks, currency fluctuations, local
withholding and other taxes, different financigboeting practices and regulatory standards, higtiscof trading, changes in political
conditions, expropriation, investment and repatatestrictions, and settlement and custody risks.

Changes in taxation requirements could affect ounéncial results.

We are subject to income tax in the numegjatisdictions in which we generate revenues.dases in income tax rates could reduce our
after-tax income from affected jurisdictions.

We have had a history of losses which may ultimgtebmpromise our ability to implement our busingsan.

We have had losses in four of the pastfis@al years. We will continue to make investmesyportunistically and to divest ourselves
from certain assets which we believe lack growtteptial. However, if we are not able to generatéicant revenues or we have insufficient
capital resources, we will not be able to implenmntbusiness plan of investing in, and growingnpanies with strong long-term growth
prospectus and investors will suffer a loss inrthreiestment. This may result in a change in owitess strategies.

The loss of key executives could cause our busirtessuffer.

Yosef A. Maiman, the Chairman of our boafdlirectors, President & CEO, and other key exgest have been key to the success of
our business to date. The loss or retirement di ey executives and the concomitant loss of lesddgrand experience that would occur
could adversely affect us.

We are controlled by a group of investors, whictcindes Yosef A. Maiman, our Chairman, and this couitrelationship could discourage
attempts to acquire us.

A group of shareholders consisting of YoseMaiman, the Chairman of our board of directétgsident & CEO, Ohad Maiman, Noa
Maiman, and Yoav Maiman, and the companies Merha\.M Ltd., De Majorca Holdings Ltd. and Di-Rapatoldings Ltd. beneficially
owns approximately 57.69% of the voting power of Glass A Stock. The group was formed in recognitbthe Maiman family’s strong
connection with the Company and in furtherancéhefgroup’s common goals and objectives as sharefslohcluding the orderly
management and operation of the Company. By vofues ownership of Ampal, this group is able tottol our affairs and to influence the
election of the members of our board of directdrds group also has the ability to prevent or caushange in control of Ampal. Mr. Maim
owns 100% of the economic shares and one-quarteeafoting shares of De Majorca and Di-Rapallorihe M.N.F. Ltd. is wholly owned
by Mr. Maiman.
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Because we are “controlled company,” we are exempt from complyimgth certain listing standards of the NASDAQ Globkarket
(“NASDAQ").

Because a group of investors who are attiggther pursuant to an agreement hold more t@&nd the voting power of our Class A
Stock, we are deemed to be a “controlled compangeuthe rules of NASDAQ. As a result, we are exefrgm the NASDAQ rules that
require listed companies to have (i) a majoritynofependent directors on the board of directoisa(€ompensation committee and
nominating committee composed solely of independegttors, (iii) the compensation of executivaadfs determined by a majority of the
independent directors or a compensation committegposed solely of independent directors and (iviggority of the independent directors
or a nominating committee composed solely of indeleet directors elect or recommend director nonsrieeselection by the board of
directors. Accordingly, our directors who hold mgement positions or who are otherwise not indepeatidave greater influence over our
business and affairs.

We do not publish the value of our assets.

It is our policy not to publish the valulaur assets or our views on the conditions ofrospects for our investee companies. To the
extent the value of our ownership interests ininouestee companies were to experience declindgifuture, our performance would be
adversely impacte(



We do not typically pay cash dividends on our ClésStock.

We have not paid a dividend on our Classtéck other than in 1995. Past decisions not togaay dividends on Class A Stock reflected
our policy to apply retained earnings, includingds realized from the disposition of holdings,it@hce our business activities and to red
or repay our outstanding debt, including our $68iomi (as of December 31, 2007) unsecured notestdoh principal payments commenct
2011. The payment of cash dividends in the fututiedepend upon our operating results, cash floatking capital requirements and other
factors we deem pertinent.

The market price per share of our Class A Stock NASDAQ and TASE fluctuates and has traded in thespat less than our book value
per share.

Stock prices of companies, both domesticaiid abroad, are subject to fluctuations in tragtirice. Therefore, as with a company like
ours that invests in stocks of other companiespook value and market price will fluctuate, esplgiin the short term. As of March 5, 2008
the market price on NASDAQ was $6.43 per share. él@vour shares have in the past traded below balole. You may experience a
decline in the value of your investment and yould¢dose money if you sell your shares at a prieediothan you paid for them.

Our Class A Stock may not be liquid.

Our Class A Stock is currently traded on®MQ and the TASE. The trading volume of our ClasStock may be adversely affected
due to the limited marketability of our Class A &8t@s compared to other companies listed on NASRA®the TASE. Accordingly, any
substantial sales of our Class A Stock may resutiinaterial reduction in price of our Class A Ktbecause relatively few buyers may be
available to purchase our Class A Stock.

Risks Associated with Gac's Business

Price Fluctuation. Gadot is exposed to fluctuations in chemicalgwmion the international market. It minimizes tlg& by keeping
surplus in stock only for its immediate needs, Has® expected demand and past experience. Gaalsbiexposed to fluctuations in shipping
prices resulting from global supply and demandc&i@adot’s ship leases are generally for long fenods, a downturn in shipping prices
may impact the financial condition or performané&adot’s shipping business.

Price Fluctuation of Ship FuetGadot is exposed to fluctuations in ship fuel m@jaghich have a direct affect on the profitabibiffyits
shipping operations. It minimizes this risk by usprice adjustment mechanisms tracking the pricghgd fuel in its shipping contracts with
customers, especially in its long term contracts.

Exchange RatesExchange rate fluctuations between the U.S. dalia the New Israeli Shekel (“NIS”) may negativeffect Gadot's
earnings. A substantial majority of Gadot’s revenard expenses are denominated in U.S. dollarseigwa significant portion of the
expenses associated with Gadot’s Israeli operatinasiding personnel and facilities related exganare incurred in NIS. Consequently,
inflation in Israel will have the effect of incréag the dollar cost of Gadot’s operations in Isfaless it is offset on a timely basis by a
devaluation of the NIS relative to the U.S. dollaraddition, if the value of the U.S. dollar destses against the NIS, Gadog&arnings may
negatively impacted. In 2007, the U.S. dollar dejatted against the NIS by 8.53% and inflation iasexl by 3.5%. We cannot predict any
future trends in the rate of inflation in Israeltbe rate of devaluation or appreciation of the B@inst the U.S. dollar or of the U.S. dollar
against the NIS. If the U.S. dollar cost of Gadatperations in Israel increases and if the cutrent of depreciation of the U.S. dollar age
the NIS continues, Gadot’s dollar-measured resiltperations will be adversely affected. In adudfitiexchange rate fluctuations in countries
other than Israel where Gadot operates and doésdsgsmay also negatively affect its earnings.
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Interest Rate FluctuationsGadot's operations are funded mostly throughtsleom and long term bank debt, which causes ansxe
to interest rate fluctuations.

Ecological Concerns and Licensing Requiremer@eme of Gadot’s products are characterized bly hi#k to those who might be
exposed to them in the course of their handlingsdmiping. Some of the products may also potegtidluse ecological damage and
pollution, if not handled properly. The clean uglarorrection of such damage could cause Gadotte imigh costs.

Ongoing environmental pollution or contaation is not covered by Gadot’s insurance politiescological damage. These policies
only cover pollution caused by sudden, accidemntdlunexpected occurrences. Gadot takes safety mesasuavoid such risks, such as laying
concrete buffers to protect soil, continuous maiatee of chemical tanks and periodical ground siagjrh the vicinity of chemical tanks.
However, these precautions cannot ensure totabpt@mn of contaminating water sources or ground.

In addition, licensing requirements arotimel world are becoming stricter, due to growinglegical awareness. Gadot may have to
invest increasing amounts of money and resourcerdier to fulfill all international licensing reqeiments necessary for its operatic



Storage Facility LicenseGadot’s chemical storage facility is located and owned by the Haifa port authority. A cancediator
termination of the licenses permitting Gadot to teeland would materially adversely affect Gadatdity to operate its chemical storage
facility.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTY

We lease our headquarters located at 1ldzéwov Street, Tel-Aviv. The lease is for a peradip to 2 years commencing on November
28, 2006. The annual rent for this lease is $186,00

We also lease an office at 10 Abba Event&itzelia Pituach, which is currently under rertmra The lease is for a period of 10 years
commencing on January 24, 2007. The annual renthfeotease is $130,000.

We also lease an office at 555 Madison Arein New York City from Rodney Company N.V., IAhe lease is for a period of seven
years commencing on October 15, 2002. The annogfaethis lease is $120,244. On March 31, 206d,Gompany closed this office. T
office space has been subleased.

Gadot leases an 11,000 square meter sttanigdacility located in the Kishon port in Haffam the port authority. The lease expires in
2022. Gadot also leases an additional 30,000 sauoeter area from the port authority located nearstiuthern terminal in the port of Haifa
connection with its storage and loading serviceg ‘®em 1 — Business — Chemicals — Gadot — Angil&ervices.” This lease expires in
2014.

Gadot leases an additional 18,000 squatermarea located adjacent to the southern terrdandifor its storage facility and for its
analytical and quality assurance laboratory. Gatku leases a 1,100 square meter building in OhraAksrael, a 7,500 square meter area in
the Ashdod, Israel, industrial zone and a 6,30@sgmeter area in Kiryat Atta, Israel.

Gadot owns a 60,000 square meter areandfitfaGreece, which was occupied by a chemicaliteinThis terminal was destroyed by a
fire in July 2006.

Gadot owns one ship, with a loading cajitgoff 12,300 tons. Gadot also leases four shiph an aggregate loading capability of
49,324 tons. The lease period for two of the slspmtil 2011. The lease period for one of the slgpuntil 2009, with an option to extend the
term for two additional ongear periods. The lease period for one of the skipstil October 2008, with an option to extend tarm for thre:
additional one-year periods. The aggregate leasefter the four leased ships in 2007 amounted Torillion. In 2008 the lease fees will
amount to $13,004,833 and will decrease to $1243B5for the years 2009 and 2010 and thereafterfuvither decrease to $2,804,500 for
2011. Gadot has ordered four additional ships tbudk with a loading capability of 17,000 eachr foconsideration of approximately $28
million per ship. These ships will be deliveredidgr2009 and 2010.

Country Club Kfar Saba Ltd. occupies a Z-ddre lot in the town of Kfar Saba which will ased for five consecutive tgmar periods
at the end of which the land returns to the lesbBbe. lease expires on July 14, 2038, and lease gragnm 2007 totaled $199,914.

Other properties of the Company are disigtsewhere in this Report. See “ltem 1 — Busifiess
ITEM 3. LEGAL PROCEEDINGS

On January 1, 2002, Galha (1960) Ltd. (t&8) filed a suit against the Company and othetiggrincluding directors of Paradise
Industries Ltd. (“Paradise”) appointed by the Compan the Tel Aviv District Court, in the amount IS 11,560,000 ($3 million). Galha
claimed that the Company, which was a shareholleamdise, and another shareholder of Paradisesetd funds that were received by
Paradise from an insurance company for the purpbseconstructing an industrial building owned bali& and used by Paradise which b
down. Paradise is currently involved in liquidatiomoceedings. Ampal issued a guarantee in fav@atbifia for the payment of an amount of
up to NIS 4,172,000 ($1,085,000) if a final judgrnagainst the Company will be given.
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On May 26, 2003, the Company and the dirsadf Paradise appointed by the Company filedrd ffarty claim against Arieh Israeli
Insurance Company Ltd. in the Tel Aviv District Gbalaiming that, to the extent the court decides the directors of Paradise appointed by
the Company will have to pay any amounts to GaMneeh will pay such amounts on behalf of the dicgstin accordance with the Directors
and Officers insurance policy that the Company diathat time with Arieh. Arieh filed a statementd&fense and stated that the policy ¢



not cover the claim. At this stage, the Companynoaestimate the impact this claim will have orritMarch 2008 the dispute was submitted
to mediation by order of the court, with the consafrthe parties.

Claims Against Subsidiaries and Affiliates
Legal claims arising in the normal courbwsiness have been filed against subsidiariesafilidtes of the Company.

Gadot has received third party notices umber of lawsuits regarding pollution of the KiaghRiver in Israel. These lawsuits have been
filed by various claimants who claim harm by thélyged water of the river, including soldiers frorarious units in the Israeli Defense For
who trained in the river, fishermen who fishedhe tiver, the Haifa rowing club and industrial canjes that use the river. Some of the
lawsuits are claims for monetary damages (sombeo€laims are unlimited in amount; one is for agpmately $6 million) and some are for
injunctions against further pollution of the riv€adot denies liability in all these claims and filesl statements of defense for each claim.
Gadot has not made any provisions in its finarstialements against these claims.

Part of Gadot's storage tank facility iaded from the Haifa port authority. In 2001 thet parthority requested that Gadot participate in
an offer to find a consultant to examine groundtaomnation in the area surrounding the facility cArding to the estimate of the port
authority, the cost of purifying the ground is psited to be between $377,000 and $940,000. Gadothponded, denying the existence of
ground contamination and, in any case, that hiéssiource of such contamination. Gadot believes,itithere is contamination, its source is
the contaminated waters of the Kishon River ortegliterranean Sea. Gadot has not made any prosigiats financial statements with
respect to this matter.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

At an annual meeting of shareholders calledi convened on December 4, 2007, the following@sals were approved by the margins
indicated below:

1. Proposal to elect the eight directors listelbly to the Board of Directors of Ampal to holdio for one-year terms and until
their respective successors shall be elected aaldigd:

Withheld
For Authority
Yosef A. Maimar 33,436,90: 471,658
Jack Bigio 33,390,01- 518,548
Leo Malamuc 33,389,51: 519,048
Dr. Joseph Yerushalr 33,389,91:- 518,648
Dr. Nimrod Novik 33,390,012 518,548
Yehuda Karn 33,404,26¢ 504,296
Eitan Habe 33,306,727 601,833
Menahem Moray 33,306,827 601,733
2. Proposal to ratify the appointment of Kesselman &#elman, a member firm of PricewaterhouseCoop&mhtional Limitec
as the independent registered public accounting &f Ampal for the fiscal year ending December Z107.
For Against Abstained
33,249,19¢ 657,797 1,568
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ITEM 5. MARKET FOR REGISTRANT 'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER

PURCHASES OFEQUITY SECURITIES
PRICE RANGE OF CLASS A STOCK

Ampal’s Class A Stock is listed on NASDAQoGal Market under the symbol “AMPL.” The followirtgble sets forth the high and low
bid prices for the Class A Stock, by quarterly périor the fiscal years 2007 and 2006, as repdiyedASDAQ Global Market and
representing int-dealer quotations which do not include retail magkumarkdowns or commissions for each period, actl ealenda



quarter during the periods indicated. Such pricesat necessarily represent actual transactions.

High Low

2007:

Fourth Quarte 8.5( 5.6:
Third Quartel 6.27 4.9t
Second Quarte 6.9t 4.27
First Quarte! 5.0 4.2¢
2006:

Fourth Quarte 5.1¢F 4.2k
Third Quartel 5.0 4.44
Second Quarte 5.22 4.1%
First Quarte 4.7¢ 3.6(

As of March 5, 2008, there were approxityate277 record holders of Class A Stock.
Ampal listed its Class A Stock on the Tei\AStock Exchange on August 6, 2006, and since this a dually listed company.
VOTING RIGHTS

The holders of Class A Stock are entitledrie vote per share on all matters voted uponshhees of Class A Stock do not have
cumulative voting rights in relation to the electiof the Company’s directors, which means thattasiger of at least 50% of the Class A
Stock can elect all of the members of Board of &ives of Ampal.

DIVIDEND POLICY

Ampal has not paid a dividend on its ClasStock other than in 1995. Past decisions noatpgash dividends on Class A Stock
reflected the policy of Ampal to apply retainedréags, including funds realized from the dispositaf holdings, to finance its business
activities and to redeem debentures. The paymerdsif dividends in the future will depend upon@oenpany’s operating results, cash flow,
working capital requirements and other factors degepertinent by the Board. Ampal is subject totatidons on certain distributions and
dividends to stockholders. See “Item 7 — Managefa@iscussion and Analysis of Financial Conditiorda&Results of Operation.”

For equity compensation plan informatioguieed by Item 2.01(d) of Regulation S-K, please 4t&em 12" below.
ITEM 6. SELECTED FINANCIAL DATA

The selected consolidated statement ofatipeis data for the years ended December 31, 200 and 2007 and consolidated balance
sheet data as of December 31, 2006 and 2007 hawvedeeived from our audited consolidated finansiatements included in this Report.
The selected consolidated statement of operatiatesfdr the years ended December 31, 2003 and &@d#he selected consolidated balance
sheet data as of December 31, 2003, 2004 and 20@5Heen derived from our unaudited consolidateahfiial statements not included
herein.

This data should be read in conjunctiornwiir consolidated financial statements and relatgds included herein and “ltem 7 —
Management’s Discussion and Analysis of Financ@dition and Results of Operations.”
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Fiscal year ended December 31,

2007 200631 20051 2004 2003

Unaudited Unaudited

(U.S. dollars in thousands, except per share data)

Revenue: $ 37,797 $ 1454« $ 2151¢ $ 22,67: $ 43,27

Loss income from continuing operatic (13,579 (6,027%) (5,916 (18,507 (7,996
Income (loss) from discontinued operations, neag 21,34+ (2,060 (42 117 (851)



Net income (loss $ 7,766 $ (7,08 $ (595¢ $ (18,389 $ (8,847

Basic and diluted EP®:

Loss income from continuing operatic $ (0.2¢) $ (0.35) $ (0.31) $ (099 $ (0.3¢)
Loss from discontinued operations, net of $ 04z $ (0.05 $ - 3 - $ (0.0

0.1€ (0.40) (0.31) (0.94) (0.42)
Total asset $ 774,78¢ $ 401,68 $ 211,48' $ 304,94 $ 354,36
Notes and loans and debentures pay $ 403,360 $ 104,160 $ 50,36¢ $ 120,79%¢ $ 138,33:

(€Y Results have been restated for the discontinuechtipes of our real estate operations, which wiég isoAugust 2007.

2 Computation for the years 2006, 2005, 2004 and 2063ased on net income (loss) after deductiorr@fepred stock dividends (in
thousands) of $2,438, $191, $200 and $213, respdcfor those years. On July 31, 20086, all of pneferred stock was converted into
Class A Stock

(©) In 2006, the Company changed the method by whiabdbunts for share-based compensation by adopfAg 123R, which resulted
in expenses of $783 and $720 thousand for the @& and 2006 respectively and impacted the ER§M@15) and $(0.03)
respectively

ITEM 7. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF
OPERATIONS

OVERVIEW

We seek to maximize shareholder value tincacquiring and investing in companies that wesm®r have the potential for growth. In
utilizing our core competencies and financial reses, our investment portfolio primarily focuseslsrael-related companies engaged in
various market segments including Chemicals, EndRgpl Estate, Project Development and Leisure Time

Our investment focus is primarily on comigaror ventures where we can exercise signifigghténce, on our own or with investment
partners, and use our management experience to@t@se investments. We are also monitoring tnvest opportunities, both in Israel
and abroad, that we believe will strengthen anémdify our portfolio and maximize the value of @apital stock. In determining whether to
acquire an interest in a specific company, we aarghe quality of management, return on investignotvth potential, projected cash flow,
investment size and financing, and reputable imrest partners. We also provide our investee conggamith ongoing support through our
involvement in the investee companies’ strategiigiens and introductions to the financial commyrnihvestment bankers and other
potential investors both in and outside of Israel.

For a description of significant developnsethuring 2007, see “ltem 1 — Business — Signifi@evelopments during 2007.”

Our results of operations are directly etiéel by the results of operations of our investgamanies. A comparison of the financial
statements from year to year must be considerbghhof our acquisitions and dispositions duriragke period.

The results of investee companies whiclgaeater than 50% owned by us are included in tinsalidated financial statements. We
account for our holdings in investee companies adch we exercise significant influence, gener@l@s to 50% owned companies
(“affiliates™), under the equity method. Under hguity method, we recognize our proportionate sbgeich companies’ income or loss
based on its percentage of direct and indirecttgdntierests in earnings or losses of those congsaiihe results of operations are affected by
capital transactions of the affiliates. Thus, t&iance of shares by an affiliate at a price pateshbove our carrying value per share for such
affiliate results in our recognizing income for theriod in which such issuance is made, while $saance of shares by such affiliate at a |
per share that is below our carrying value peresfarsuch affiliate results in our recognizingpad for the period in which such issuance is
made. We account for our holdings in investee canigsa other than those described above, on thenwetstod or in accordance with
Statement of Financial Accounting Standards (“SPA%. 115, “Accounting for Certain Investments ielid and Equity Securities.” In
addition, we review investments accounted for utidercost method and those accounted for undexghity method periodically in order to
determine whether to maintain the current carryialgie or to write off some or all of the investmdrdr more information as to how we m
these determinations, see “Critical Accounting €e§.”
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For those subsidiaries and affiliates whasetional currency is considered to be the NIEOURO, assets and liabilities are translate



the rate of exchange at the end of the reportimg@eand revenues and expenses are translated avénage rates of exchange during the
reporting period. Translation differences of thmeign companies’ financial statements are indlidethe cumulative translation adjustment
account (reflected in accumulated other comprekiersss) of shareholders’ equity. Should the exgkanate of the NIS or EURO change
against the U.S. dollar, cumulative translatioruatinents are likely to be effected in the sharedrslcequity. As of December 31, 2007, the
accumulated effect on shareholders’ equity wasiarease of approximately $2.4 million. Upon thedgtion of an investment, the related
cumulative translation adjustment balance will @eognized in determining gains or losses.

CRITICAL ACCOUNTING POLICIES

The preparation of Ampal’s consolidatedfinial statements is in conformity with generaltgepted accounting principles in the United
States which requires management to make estiraateassumptions in certain circumstances thattedfaounts reported in the
accompanying consolidated financial statementsealated footnotes. Actual results may differ frdmege estimates. To facilitate the
understanding of Ampal’s business activities, déscr below are certain Ampal accounting policiest tire relatively more important to the
portrayal of its financial condition and resultsapferations and that require managengesirbjective judgments. Ampal bases its judgmen
its experience and various other assumptions talieves to be reasonable under the circumstaRéesse refer to Note 1 to Ampal’s
consolidated financial statements included in Report for the fiscal year ended December 31, 260 summary of all of Ampal’s
significant accounting policies.

Business combinatior

Business combinations have been accountassing the purchase method of accounting. Urfdeptirchase method of accounting the
results of operations of the acquired businesinataded from the date of acquisition. The costa@juiring companies, including
transactions costs, have been allocated to therlyimdenet assets of each acquired company in ptioto their respective fair values. Any
excess of the purchase price over estimated faiesaf the identifiable net assets acquired has becorded as goodwiill.

Investment in EMG and other cost basis investrr

The Company accounts for its 16.8% equitgrest in EMG and a number of other investmentherbasis of the cost method. EMG,
which is one of the Company’s most significant lvadd as of December 31, 2007, was acquired by Arpalby a joint venture in which
Ampal is a party in a series of transactions froerfvdv M.N.F. Ltd. (“Merhav”), which is an entity cwolled by one of the members of the
Company'’s controlling shareholder group. As a ieslué transactions were accounted for as transfeassets between entities under
common control, which resulted in Merhav transfegrihe investment in EMG at carrying value. Dugh®nature of Merhav’s operations,
this entity would be treated as an investment camppsader US GAAP, and as such, the carrying vafubeinvestment in EMG would eqt
fair value. As a result, the 16.8% investment in@Mas transferred at carrying value, which equatsvialue. Application of the cost basis
method requires the Company to periodically revile@se investments in order to determine whetharaimtain the current carrying value or
to write off some or all of the investment. WhiteetCompany uses some objective measurementsraviesw, such as the portfolio
company’s liquidity, burn rate, termination of abstantial number of employees, achievement of moiless set forth in its business plan or
projections and seeks to obtain relevant infornmafiiom the company under review, the review progessives a number of judgments on
the part of the Company’s management. These judgnieciude assessments of the likelihood of thepammg under review to obtain
additional financing, to achieve future milestorreske sales and to compete effectively in its marda making these judgments the
Company must also attempt to anticipate trendkérptrticular company’s industry as well as ingeaeral economy. There can be no
guarantee that the Company will be accurate iassessments and judgments. To the extent thatim@&y is not correct in its conclusiol
may decide to write down all or part of the partécunvestment.

Marketable Securitie

We determine the appropriate classificatibmarketable securities at the time of purch¥ge hold marketable securities classified as
trading securities that are carried at fair valive. classify investment in marketable securitiegasstment in trading securities, if those
securities are bought and held principally for pepose of selling them in the near term (heldofay a short period of time). All the other
securities are classified as available for saleres.

SFAS 115, “Accounting for Certain Investrteeim Debt and Equity Securities”, and Securitied Exchange Commission (SEC) Staff
Accounting Bulletin (SAB) 59, “Accounting for Nonment Marketable Equity Securities”, provides guida on determining when an
investment is other-than-temporarily impaired. stweents are reviewed quarterly for indicators bkotthan-temporary impairment. This
determination requires significant judgment. In imgkthis judgment, we evaluate, among other facthesduration and extent to which the
fair value of an investment is less than its ctie;financial health of the investee; and our interd ability to hold the investment.
Investments with an indicator are further evaludatedetermine the likelihood of a significant acdseeffect on the fair value and amount of
the impairment as necessary. If market, industd/@mnvestee conditions deteriorate, we may irfiature impairments.
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Long- lived assets

On January 1, 2002, Ampal adopted SFAS Weounting for the Impairment or Disposal of Ldnged Assets.” SFAS 144 requires
that long-lived assets, to be held and used by an entityetiewed for impairment and, if necessary, writtienvn to the estimated fair valu
whenever events or changes in circumstances irdibat the carrying amount of the assets may notdmverable through undiscounted
future cash flows. The Company recognized an impat of $0.4 million in the nine months period esh@&eptember 30, 2007, as a result of
indication of decrease in one of the Company’s sttvent which was later sold.

Accounting for Income Tax

As part of the process of preparing oursctidated financial statements, we are requirezbtonate our income taxes in each of the
jurisdictions in which we operate. This procesimes us estimating our current tax exposure tagetlith assessing temporary differen
resulting from differing treatment of items for tard accounting purposes. These differences riesdéiferred tax assets and liabilities, which
are included in our consolidated balance sheetmi¥gt then assess the likelihood that our defeae@dssets will be recovered from future
taxable income, and, to the extent we believerdg@ivery is not likely, we must establish a valmatallowance. To the extent we establish a
valuation allowance or increase this allowance jiedod, we must include an expense within theptaxision in the statement of operations.
A valuation allowance is currently set againstaiertax assets because management believes itréslikely than not that these deferred tax
assets will not be realized through the generaifdature taxable income. We also do not providetéxes on undistributed earnings of our
foreign subsidiaries, as it is our intention towast undistributed earnings indefinitely outside United States. In 2007, there were no
undistributed earnings from foreign subsidiaries.

Significant management judgment is requinedetermining our provision for income taxes, daferred tax assets and liabilities and our
future taxable income for purposes of assessingbility to realize any future benefit from our dakd tax assets. In the event that actual
results differ from these estimates or we adjusse¢hestimates in future periods, our operatingtseand financial position could be materic
affected.

We account for uncertain tax positionséoadance with FIN 48. The application of inconteltaw is inherently complex. As such, we
are required to make many assumptions and judgmegasding our income tax positions and the likadith of such tax positions being
upheld if challenged by applicable regulatory authes. Interpretations and guidance surroundirgine tax laws and regulations change
over time. As such, changes in our assumptionguadginents can materially affect amounts recogniadtie consolidated balance sheets
statements of operations.

Employee Sto-Based Compensation

Prior to January 1, 2006, we accounteatfoployees’ share-based payment under the intritadie model in accordance with
Accounting Principles Board Opinion No “- 25. Acedimg for Stock Issued to Employees” (“APB 25”) amthted interpretations. In
accordance with Statement of Financial Accountitejm&ards No. 123 — “Accounting for Stock-Based Cengation” (“FAS 123"), as
amended by Statement of Financial Accounting Statsddo. 148, “Accounting for Stock-Based Compermseti Transition and Disclosure”,
we disclosed pro forma information assuming we &axbunted for employees’ share-based payments tigrfgir value-based method
defined in FAS 123.

Effective January 1, 2006, we adopted State of Financial Accounting Standards No. 123iged 2004), “Share-based
Payment” (“FAS 123(R)"). FAS 123(R) supersedes A¥Band related interpretations and amends Statemfi€imancial Accounting
Standards No. 95", Statement of Cash Flows” (“FA3.9FAS 123(R) requires awards classified as ggaitards to be accounted for using
the grant-date fair value method. The fair valustotk options is determined based on the numbeharfes granted and the price of our
common stock, and determined based on the Blackli€simodels, net of estimated forfeitures. We eattiah forfeitures based on historical
experience and anticipated future conditions.

In March 2005, the Securities and Exchadgmmission issued Staff Accounting Bulletin No. X08AB 107"). SAB 107 provides
supplemental implementation guidance on FAS 123(RMding guidance on valuation methods, inventapitalization of share-based
compensation cost, income statement effects, disods and other issues. SAB 107 requires sharetpagenent to be classified in the same
expense line items as cash compensation. We haliedthe provisions of SAB 107 in our implementatof FAS 123(R).

We elected to adopt the modified prospediiansition method, permitted by FAS 123(R). Urglezh transition method, FAS 123(R)
was implemented as of the first quarter of 200 wit restatement of prior periods. The valuatiavizions of FAS 123(R) apply to new
awards and to awards modified, repurchased, oretiadcafter January 1. 2006, Additionally, compeiosacost for the portion of awards for
which the requisite service has not been rendératchire outstanding as of January 1, 2006, is rézed over the remaining service period
using the grant-date fair value of those awardsabzulated for pro forma disclosure purposes UR#e3123.

The cumulative effect of our adoption of FA23(R), as of January 1, 2006, was not material.
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NEWLY ISSUED AND RECENTLY ADOPTED ACCOUNTING PRONOU NCEMENTS
SFAS No. 157 — Fair Value Measurements

In September 2006, the FASB issued SFASING, “Fair Value Measurements” (“SFAS 157"), whimlovides guidance on how to
measure assets and liabilities that use fair v&&&S 157 will apply whenever another US GAAP staddequires (or permits) assets or
liabilities to be measured at fair value but doesaxpand the use of fair value to any new circamss. This standard also will require
additional disclosures in both annual and quarteshorts. SFAS 157 will be effective for fiscal yedeginning after November 15, 2007
(January 1, 2008 for the Company). In February 2688FASB deferred for one additional year the@ife date of SFAS 157 for all
nonfinancial assets and nonfinancial liabilities;ept those that are recognized or disclosed av&die in the financial statements on a
recurring basis (at least annually). The Compartpisently evaluating the impact, if any, the admpbf SFAS 157 will have on its financial
statements.

FAS No. 15- The Fair Value Option for Financial Assets andéafcial Liabilities

In February 2007, the FASB issued FAS 1%Bg Fair Value Option for Financial Assets anddfinial Liabilities” (“FASB 159”). This
standard permits entities to choose to measure firgamycial assets and financial liabilities at fa@ue. Unrealized gains and losses on items
for which the fair value option has been electedraported in earnings. As applicable to Ampak #tatement will be effective as of the year
beginning January 1, 2008. Ampal is currently eaihg the impact that the adoption of FAS 159 wddgte on its consolidated financial
statements.

SFAS No. 141R — Business Combinations

In December 2007, the FASB issued SFASIMG. (revised 2007), “Business Combinations” (“SFAR R") which replaces SFAS
No. 141,"Business Combination’'SFAS 141R establishes the principles and requir&fenhow an acquirer: (1) recognizes and measui
its financial statements the identifiable assetpiaed, the liabilities assumed, and any noncoliiginterest in the acquiree; (2) recognizes
and measures the goodwill acquired in the busioeswination or a gain from a bargain purchase;(@8hdiscloses the business combination.
This Statement applies to all transactions in wiaigtentity obtains control of one or more busingsgeluding transactions that occur with
the transfer of any type of consideration. SFASR.4dll be effective on a prospective basis fortalsiness combinations on or after
January 1, 2009, with the exception of the accogrfior valuation allowances on deferred taxes aggiiged tax contingencies. Early
adoption is not allowed. The Company is in proacdssvaluating the impact, if any, the adoption 6AS 141R will have on the Company’s
consolidated results of operations or financialifpms

SFAS No. 160 — Noncontrolling Interests in Consaéd Financial Statements

In December 2007, the FASB issued SFAS160.“Noncontrolling Interests in Consolidated Fioiah Statements—an amendment of
ARB No. 51" (“SFAS 160"). SFAS 160 amends ARB Na.dhd establishes accounting and reporting stasdhad require noncontrolling
interests (previously referred to as minority ies) to be reported as a component of equity,ggsaim a parent’s ownership interest while
the parent retains its controlling interest be aoted for as equity transactions, and upon a lbsertrol, retained ownership interest will be
remeasured at fair value, with any gain or lossge@zed in earnings. SFAS 160 will be effectivetfoe Company commencing January 1,
2009, except for the presentation and disclosugeirements, which will be applied retrospectivébarly adoption is not allowed. The
Company is in process of evaluating the impacinif, that the adoption of SFAS 160 will have on@uwenpany’s consolidated results of
operations or financial position.

SAB No. 110

In December 2007, the SEC issued Staff Anting Bulletin No. 110 (“SAB 110"), relating togtuse of a “simplified” method in
developing an estimate of the expected term ofifiptanilla” share options. SAB 107 previously alledvthe use of the simplified method
until December 31, 2007. SAB 110 allows, underatertircumstances, to continue to accept the usieeodimplified method beyond
December 31, 2007. The Company believes that thptiah of SAB 110 will not have a material impactits consolidated financial
statements.

RESULTS OF OPERATIONS
Fiscal year ended December 31, 2007 compared toct$ year ended December 31, 2006:
General

The Company recorded a consolidated neinigcof $7.8 million for the fiscal year ended Debem31, 2007, as compared to a net loss
of $7.1 million for the same period in 2006. Thergmse in earnings is primarily attributable todghé on sale of discontinued operations,
increase in interest income and including Gadagbsration for the month of December 2007 for ther yemled December 31, 2007, as
compared to the same period in 2006. This increaearnings was partially offset by decrease inrealized gains from investments, los



from affiliates, decrease in marketable securii@®, decrease in gain from sale of fixed assetsease from impairment of investment and
increase in interest expenses and translation loss.
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On December 3, 2007, the Company compléiegurchase of a 65.5% controlling interest (6%& a fully diluted basis) in Gadot.
The results of operations of Gadot were includethénconsolidated financial statements of the Camgammencing November 30, 2007.
The Company believes that the results of operatidiizadot will have an impact on its results iruhat periods.

Gadot’s revenues for the one month which imaluded in our results of operations for therysaled December 31, 2007, were
approximately $31.9 million and its net income waaproximately $2.8 million ($1.8 million net of Minity).

On August 5, 2007, the Company sold altoiterest in Am-Hal, a 100% wholly owned subaigl which accounted for a majority of
the Companys Real Estate Segment, for $29.3 million. The edmain relating to the sale is $29.4 million (B2illion net of taxes) and
was recorded as a gain on sale from discontinuedatipn. Loss for 2007 attributable to Am-Hal of4énillion compared to a $1.1 million
loss for 2006 is recorded as a loss from discortimperations.

Income from equity of affiliates decreaseé net loss of $1.5 million for the fiscal yeaded December 31, 2007, compared to a net
gain of $1.6 million for the same period in 2006eTdecrease is primarily attributable to the sélgaral World International Limited
(“CWI") in June 2006, which had recorded a gair$@f6 million in 2006, the increase in losses froayBieart Limited (“Bay Heart”) which
recorded a loss of $1.5 million in 2007 compare#dd million in 2006, the sale of Carmel in MaydZOwhich recorded earnings of $0.1
million in 2007, compared to earnings of $0.5 millin 2006 and loss from Chem-Tankers C.V. a 508tnpeship held by Gadot.

In the fiscal year ended December 31, 268 Company recorded $0.6 million of net realigath on investments, as compared to $4.4
million of net realized gain in the same perio@006. On May 21, 2007, the company sold all ofrit@stment in Carmel Containers Ltd.
(“Carmel”) for $4.6 million. No gain was recordeglating to the sale of Carmel since an impairmess vecorded during the first quarter of
2007. Additional sale of certain assets by FIMI Gppnity Fund L.P (“FIMI”) contributed most of thgain in 2007 ($0.5 million gain). The
net gain recorded in 2006 was primarily attribu¢atol the sale of CWI ($4.2 million gain), additibpaoceeds from the sale of Modem Art
Ltd. (“Modem Art”) ($0.6 million gain), the sale akrtain assets by PSINet Europe, one of the hgddif one of Ampal’s investee
companies, Telecom Partners (“TP”) ($0.4 millioinyand the sale of certain assets by FIMI ($0.Rioni gain). These gains were offset
partially by a loss from the sale of Ophir Holdirigd. (“Ophir”) ($1.0 million loss).

The Company recorded realized and unrehlién from marketable securities in the amour&®2 million in fiscal year ended
December 31, 2007, compared to $1.1 million ingdwme period in 2006.

The Company recorded realized gain of $3l4on from the sale of a ship by Chem-Tankers Arfiscal year ended December 31,
2007, compared to $2.2 million gain from the sdla ceal estate in the same period in 2006.

In the fiscal year ended December 31, 268 Company recorded $0.5 million of losses fromitmpairment of its investment in Cari
and Clalcom Ltd. ($0.1 million). In the same perin006, the Company recorded no such impairments.

In the fiscal year ended December 31, 268¥ Company recorded $10.1 million of interestege, compared to $4.3 million for the
same period in 2006. The increase in interest esgoenprimarily attributable to the notes issuethsbitutional investors in Israel, a loan
payable at the amount $60.7 million received frena¢l Discount Bank Ltd. and the convertible praoig note (the Convertible Promissol
Note”) issued to Merhav M.N.F. Ltd., which were issurdNovember and December 2006, respectively. OneBdper 20, 2007, Merhav
exercised its option to convert the outstandinguhed of $20.8 million (which includes accrued iatrof $0.8 million) on the Convertible
Promissory Note into 4,476,389 shares of Classo&lSof the Company.

In the fiscal year ended December 31, 268 Company recorded a $3.1 million translati®s)as compared to a $1.3 million
translation gain for the same period in 2006. Ttoedase in translation loss is related to a changfee valuation of the New Israeli Shekel as
compared to the U.S. dollar.

The management of the Company currentlebes that inflation has not had a material immecthe Company’s operations.
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Result of Operations Analyzed by Segm



2007 2006

(U.S. dollars in thousands)

Revenues:
Chemicals $ 31,92: $ -
Energy -- --
Finance 4,867 4,20:
Real Estat -- 2,42
Leisure-Time 2,531 6,317
Intercompany adjustmen -- (9
39,32( 12,93¢
Equity in earning of affiliate (1,529 1,61C
Total $ 37,797 % 14,54«

In the fiscal year ended December 31, 268¥ Company recorded $37.8 million in revenue Whias comprised of $31.9 million in the
Chemicals segment, due to the acquisition of Gadbecember 2007, $4.9 million in the Finance segiy®2.5 million in the Leisure-Time
segment and a $1.5 million loss in equity, as caegbéo $14.5 million for the same period in 2006akhwas comprised of $4.2 million in t
Finance segment, $2.4 million in the Real Estagersat, $6.3 million in the Leisure-Time segment arfll.6 million gain in equity. The
increase in the Finance segment revenue is priynmalihted to the increase in interest income otfgethe decrease in realized and unrealized
gains on marketable securities and the decreasalized gain from investments relating to finasegment, which the Company recorded
$0.6 million in 2007 compared to $1.2 million ireteame period in 2006. The decrease in the ReaeEstgment is related to the sale of Am-
Hal, a wholly owned subsidiary. The decrease inLisureTime segment is primarily related to the gain of2¥4illion from the sale of CW
which was recorded in 2006.

2007 2006

(U.S. dollars in thousands)

Expenses:

Chemicals $ 27,78¢ $ -
Energy -- --
Finance 25,21¢ 15,72:
Real Estatt -- 272
Leisure-Time 2,42( 1,91:
Total $ 55,42: % 17,90¢

In the fiscal year ended December 31, 268 Company recorded $55.4 million in expensegkvhias comprised of $27.8 million in
the Chemicals segment, due to the acquisition dfoGa December 2007, $25.2 million in the Finasegment and $2.4 million in the
LeisureTime segment, as compared to $17.9 million expémsthe same period in 2006 which was comprisefl1&. 7 million in the Financ
segment, $0.3 million in the Real Estate segmedt$dn9 million in the Leisure-Time segment. Ther@ase in expenses in the Finance
segment is primarily attributable to the increasaterest expense relate to the notes issuedtituitional investors in Israel, a loan payabl
the amount $60.7 million received from Israel DisebBank Ltd. and the Convertible Promissory Netued to Merhav M.N.F. Ltd., which
were issued in November and December of 2006, c&sply. On September 20, 2007, Merhav M.N.F. lexlercised its option to convert the
outstanding balance of $20.8 million (which incladecrued interest of $0.8 million) on the ConvetiPromissory Note into 4,476,389
shares of Class A Stock of the Company.

Fiscal year ended December 31, 2006 compared tocts$ year ended December 31, 2005:
General

The Company recorded a consolidated netdd$7.1 million for the fiscal year ended Decemik, 2006, as compared to $6.0 million
loss for the same period in 2005. The increaseinass is primarily attributable to a decreaseamings of affiliates and a decrease in other
income. The increase in net loss was partiallyedffy an increase in net realized and unrealizetsdeom marketable securities and
investments, gain on sale of real estate, a dezindsss from impairment of investments and aease in translation losses in 2006, as
compared to 2005.

On August 5, 2007, the Company sold altooiterest in Am-Hal, a 100% wholly owned subaigl which accounted for a majority of
the Company’s Real Estate Segment, for $29.3 millimss for 2006 attributable to Am-Hal of $1.1 lioih compared to a $42 thousands loss
for 2005, is recorded as a loss from discontinysetations



Income from equity of affiliates decrease®1.6 million for the fiscal year ended Decem®&r2006 as compared to $6.7 million for
fiscal year ended in 2005. The decrease is priynatitibutable to a decrease in the earnings ofiQpimich was sold during the second
quarter of 2006 and did not record any earnindgbkérfiscal year ended December 31, 2006, as comipar gain of $6.1 million recorded by
Ophir in the same period in 2005.
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In the fiscal year ended December 31, 2806pal recorded a gain of $2.2 million on the s&#lés building in Tel-Aviv (proceeds of
$4.6 million).

In the fiscal year ended December 31, 26665Company recorded $0.4 million in other incoagcompared to $7.6 million for the
same period in 2005. The decrease in other incermpamarily related to the committed dividend f@03 which had been fully paid on
October 3, 2005 by Motorola Israel Ltd. as parthef sale of its investment in MIRS Communicationd. last year.

In the fiscal year ended December 31, 26865Company recorded $4.4 million of net realigath on investments, as compared to $2.7
million of net realized loss in the same perio@@95. The gain recorded in 2006 was primarily latiiéble to the sale of Coral World
International ($4.2 million gain), additional precks from the sale of Modem Art ($0.6 million gaitije sale of certain assets by PSINet
Europe, one of the holdings of Ampal’s investee pany, TP ($0.4 million gain) and the sale of cer@sets by FIMI ($0.2 million gain).
These gains were partially offset by a loss reabideconnection with the sale of Ophir ($1.0 mitlitoss).

The Company recorded realized and unrehlizéns from marketable securities in the amourtlof million in fiscal year ended
December 31, 2006, compared to $3.2 million insdme period in 2005.

In the fiscal year ended December 31, 2685Company recorded $14.0 million of losses ftheimpairment of its investment in Ml
($13.3 million), Shiron Ltd. ($0.6 million) and athloans ($0.1 million). In the same period in 206@& Company recorded no such
impairments.

In the fiscal year ended December 31, 26865Company recorded a $1.3 million translatioimgas compared to a $2.6 million
translation loss for the same period in 2005. Térehse in translation loss is related to a chantie valuation of the New Israeli Shekel as
compared to the U.S. dollar.

Result of Operations Analyzed by Segm

2006 2005

(U.S. dollars in thousands)

Revenues:
Energy $ - $ -
Finance 4,20z 12,41
Real Estatt 2,42: 23<
Leisure-Time 6,317 2,20¢
Intercompany adjustmen 9) --
12,93¢ 14,85
Equity in earning of affiliate 1,61C 6,66¢
Total $ 14,54  $ 21,51¢

In the fiscal year ended December 31, 26865Company recorded $14.5 million in revenue Whias comprised of $4.2 million in the
Finance segment, $2.4 million in the Real Estagersat, $6.3 million in the Leisure-Time segment &ftdb million in equity, as compared to
$21.5 million for the same period in 2005 which wasprised of $12.4 millions in the Finance segm&at2 million in the Real Estate
segment, $2.2 million in the Leisure-Time segmemt $6.7 million in equity. The decrease in the Rtesegment revenue is primarily
related to the dividends payable by Motorola Istadl to the Company as part of the sale of it®stinent in MIRS Communications Ltd.
which were fully paid on October 3, 2005, and moikir dividend was payable in 2006. The increaseugnue in the Real Estate segment is
primarily related to the gain of $2.2 million frotine sale of building on Arlozorov Street in Tel-&\(the “Arlozorov Building”) and the
increase in revenue in the Leisure-Time segmemtnsarily related to the gain of $4.2 million frotine sale of Coral World International.

2006 2005




(U.S. dollars in thousands)

Expenses:

Finance $ 15,72 $ 32,737
Real Estati 272 311
Leisure-Time 1,91: 1,96:
Total $ 17,90¢ $ 35,01
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In the fiscal year ended December 31, 26865Company recorded $17.9 million in expensegkvhias comprised of $15.7 million in
the Finance segment, $0.3 million in the Real Estagment and $1.9 million in the Leisure-Time segimas compared to $35.0 million
expense for the same period in 2005 which was cieegbof $32.7 millions in the Finance segment, $0ilBon in the Real Estate segment
and $2.0 million in the Leisure-Time segment. Therdase in Finance expense is primarily attribetédothe $14.0 million losses from the
impairment of its investments which the Companyrded in 2005 and did not record such impairmer20@6 and the decrease in transla
loss to $1.3 million gain in 2006 compared to %&iion loss in 2005 which related to a changehia valuation of the New Israeli Shekel as
compared to the U.S. dollar.

SELECTED QUARTERLY FINANCIAL DATA

First Second Third Fourth
Quarter Quarter Quarter Quarter

(U.S. dollars in thousands, except per share data)

Unaudited
Fiscal Year Ended December 31, 2(
Revenue: $ 1,08 $ 684 $ 872 $ 35,15
Net interest expens 1,39¢ 1,90¢ 2,92¢ (64)
Income (loss) from continuing operatic (4,367 (3,599 (9,850 4,23
Income (loss) from discontinued operations, ndbg (682) 43t 21,73% (14¢)
Net (loss) incomi (5,049 (3,169 11,88 4,091
Basic EPS
Loss from continuing operatio (0.10 (0.07) (0.19 0.0¢
Discontinued operatior (0.07) 0.01 0.41 --
Earnings (Loss) per Class A sh (0.17) 0.0€ 0.22 0.0¢
Diluted EPS;
Loss from continuing operatio (0.7 (0.07) (0.19 0.0¢
Discontinued operatior (0.03) 0.01 0.41 -
Earnings (Loss) per Class A sh (0.17) 0.0€ 0.22 0.0¢
First Second Third Fourth
Quarter Quarter Quarter Quarter

(U.S. dollars in thousands, except per share data)

Unaudited

Fiscal Year Ended December 31, 2(
Revenue: $ 329 $ 6,19t $ 4,02t % 1,032
Net interest expens (411 (371) (112 (1,955
Income (loss) from continuing operatic (570 1,36¢ (1,770 (6,035
Income (loss) from discontinued operations, ndbg (5) 15 (25) (63)
Net (loss) incomi (575 1,381 (1,795 (6,09¢)
Basic and Diluted EP¢

Loss from continuing operatiofi (0.0%) 0.0€ (0.1¢) (0.19)

Discontinued operatior



Earnings (Loss) per Class A sh (0.0%) 0.0€ (0.1¢) (0.19

@ After deduction of dividends on the 4% and 6 1/2&6Dlative Convertible Preferred Stock in 2006 fiausands) of $2,438.

LIQUIDITY AND CAPITAL RESOURCES
Cash Flows

On December 31, 2007, cash, cash equiwasemd marketable securities were $66.7 milliorcaaspared with $37.1 million at Deceml|
31, 2006. The increase in cash, cash equivaledtsnainketable securities is primarily attributatddhe sale of Am-Hal, Carmel and proceeds
from the exercise of warrants. This increase imdksv was partially offset by the investments iaddt, EMG, Bay Heart and FIMI.

As of December 31, 2007, the Company ha&iillion of marketable securities as comparefide! million in 2006.

The Company may also receive cash fromaijoers and investing activities and amounts avkilabder credit facilities, as described
below. The Company believes that these sourcesuffiicient to fund the current requirements of @iens, capital expenditures, investing
activities and other financial commitments of thengpany for the next 12 months. However, to thergxteat contingencies and payment
obligations described below and in other partdisf Report require the Company to make unanticippggyments, the Company would need
to further utilize these sources of cash. The Compaay need to draw upon its other sources of aalth may include additional
borrowing, refinancing of its existing indebtednesdiquidating other assets, the value of whictyraiso decline.

28

In addition, Ampal’s interest in Gadot limeen pledged and cash equal to $12.0 million hes pkced as a compensating balance for
various loans provided to the Company and wouldetioee be unavailable if the Company wished to géethem in order to provide an
additional source of cash.

Cash flows from operating activities

Net cash used in operating activities smtalpproximately $23.6 million for the fiscal yegnmded December 31, 2007, as compared to
approximately $29.8 million provided by operatirgidties at the same period in 2006. The decr@asash used in operating activities is
primarily attributable to (1) the $5.8 million oéninvestment in marketable securities in 2007 &23illion investment offset by $18.0
million proceeds) as compared to $39.6 million ef proceeds from the sale of marketable secu(#&38.6 million proceeds offset by $50.0
million invested) in the same period of 2006; a2ptfie increase in interest expense due to thesmedaed to institutional investors in Israel
and the Convertible Promissory Note issued to MeMa\.F. Ltd., which were issued in November anc@&aber of 2006, respectively.

Cash flows from investing activities

Net cash used in investing activities tdedpproximately $149.7 million for the fiscal yesded December 31, 2007, as compared to
approximately $107.3 million used in investing witiiés for the same period in 2006. The increaseash used in is primarily attributable to
the investment of $95.4 million in EMG (see Investiis below), the investment of $91.2 million in Ga$78.2 million net of cash),
investment in EMG ($5.8 million), investment in Beigart ($2.4 million) and capital improvement in Athal. This increase was offset by the
proceeds from the sale of Am-Hal, Carmel, FIMI tbg sale of a ship by Gadot in the amount of $61Bom and by deposit collected of $3.6
million. The cash used in investing activities digr2006 is primarily attributable to the Companygestments in EMG ($52.7 million), Bay-
Heart ($1.4 million) and FIMI ($0.4 million) offsély the proceeds at the amount of $23.0 milliomfithe sale of CWI, Ophir, Modem Art
and certain assets of TP and FIMI.

Cash flows from financing activities

Net cash provided by financing activitiessrapproximately $179.6 million for the fiscal yeaded December 31, 2007, as compared to
approximately $86.2 million of net cash providedfimancing activities for the same period in 20062007, the Company received a $60.7
million loan from Israel Discount Bank Ltd. to finee the purchase of Gadot, received $15.2 miliomfUnion Bank Of Israel Ltd. (“UBI"),
received $95.4 million from partnership minorityfisance the additional purchase of EMG, paid dowtes payable to Bank Hapoalim Ltd.
(“Bank Hapoalim”) in the amount of $37.0 millioreaeived $27.2 million under a loan facility withidaHapoalim and from exercise of
warrants in the amount of $18.0 million. In 200& Company paid down its existing notes payab®atok Hapoalim in the amount of $6.0
million while using its own cash and borrowing ald#ional $0.7 million under a loan facility withaBk Hapoalim. In November 2006, the
Company issued notes to institutional investoisiael in the principal aggregate amount of apprately $58.0 million ($56.4 million after
deducting related expense) in accordance with R¢igul S under the Securities Act of 1933, as am@&ndeDecember 2006, the Company
completed a private placement of the sale of 870Bshares of its Class A Stock for aggregate pasxef $37.8 million ($36.7 million aft



deducting related expenses) to certain non-U.8tutienal investors in accordance with Regulat®nonder the Securities Act of 1933, as
amended. In 2006, the Company paid down its exjstiotes payable to banks in the amount of $11.komiand paid a dividend to the
holders of its preferred stock in the aggregatewarhof $2.3 million while using its own cash andioeved an additional $6.0 million.

Investments

On December 31, 2007, the aggregate faievaf trading and available-for-sale securitiesenapproximately $22.4 million, as
compared to $0.4 million at December 31, 2006. ifbeease in 2007 is mainly attributable to the pase of Gadot and to the tradable
securities held by Gadot.

a) In 2007, the Company made the following investme

1.

On December 3, 2007, Ampal completed its aitijom of 65.5% of the control and ownership (63466n a fully diluted basis)
of Gadot Chemical Tankers and Terminals Ltd. (“Ggddhe total consideration including direct tranton expenses was
$91.2 million. The cash consideration was finane@th Ampal’s own resources and with borrowingshe amount of $60.7
million.

Gadot and its group of companies is an Israeli ¢bandistribution organization. Gadot ships, stoasd distributes liquid
chemicals, oils, and a large variety of materialthe local industry

The acquisition was accounted for by the purchasthod. The results of operations of Gadot weraugdi in the consolidated
financial statements of Ampal commencing Novemifer2B07. The consideration for the acquisition atisbuted to net
assets on the basis of fair value of assets aahaird liabilities assumed, based on an appraisdrpged by management,
which included a number of factors, including tissistance of independent apprais
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The following table summarizes the final fair vadua the assets acquired and liabilities assuméh,reference to Gadot
balance sheet data as of November 30, 2

U.S. dollars in millions

Current assel $ 166,36!
Investments and other r-current assel 31,14¢
Fixed asset 74,43(
Identifiable intangible asse 9,50z
Goodwill 50,40¢
Total assets acquire 331,84¢
Current liabilities (94,707
Long-term liabilities, including deferred tax (124,52
Minority interest (21,427
Total liabilities assume (240,649
Net assets acquire $ 91,20:

Under the purchase method of accounting, the tatasideration of $91.2 million allocated to Gadadisntifiable tangible and
intangible assets and liabilities assumed baseati@nestimated fair values as of the date of irafletion of the transactio

Below are the unaudited pro forma combined statésnafroperations data for the years ended DeceBhez007 and 2006 as
if the acquisition of Gadot had occurred on Jandar3007 and 2006, respectively, after giving dffec(a) purchase
accounting adjustments, including amortizationdafritifiable intangible assets; and (b) estimatetiteal interest expense d
to the loan granted to Ampal in connection with &leguisition. This pro forma financial informatiannot necessarily indicati
of the combined results that would have been athirad the acquisition taken place at the beginoir&)07 and 2006,
respectively, nor is it necessarily indicative ofure results

2007 2006

U.S. dollars in thousands
except earning per share
(unaudited)




Total revenue $ 409,10t $ 241,75(
Income (loss) from continuing operatic (3,229 1,22

Basic and diluted Earning per she
Loss income from continuing operatic (0.06) (0.05)

During 2007, the Company made an additional investrm EMG as follows

On June 4, 2007, EMG called for additional cafitain its shareholders. As a result, Ampal paid dditional $5.8 million in
order to maintain its pro rata beneficial inteieEMG.

On November 29, 2007, Ampal and IIF, leading a grotinstitutional Investors, purchased a 4.3%rggein EMG, through
Merhav Ampal Energy Holdings, LP, an Israeli linditpartnership (the “Joint Venture”), from MerhavN/F. Ltd. for a
purchase price of approximately $95.4 million, gsinnds provided by the Investors. In additionhte foint Ventures purchas
from Merhav M.N.F. Ltd., Ampal contributed into tleint Venture an additional 4.3% interest in EM&ady held by Ampal.
The Joint Venture now holds a total of 8.6% of dliéstanding shares of EMG. Ampal’s contribution wakied at the same
price per EMG share as the Joint Venture’s purchiEisis amount is equivalent to the purchase pceaper share basis) paid
by Ampal for its December 2006 purchase of EMG ebiditom Merhav M.N.F. Ltd., which was accounteddsra transfer of
assets between entities under common control, wiehited in Merhav M.N.F. Ltd. transferring theéstment in EMG to
Ampal at carrying value. Due to the nature of MerNaN.F. Ltd.'s operations, Merhav M.N.F. Ltd. wadube treated as an
investment company under US GAAP, and as suclgahging value of the investment in EMG would ediaa value. On this
basis, the said investment in EMG was transfeweinipal at carrying value, which also equals failue. Based on the terms
stipulated in the shareholders agreement of thergépartner of the Joint Venture, Ampal and Istafhstructure G.P. Ltd.
have equal rights in governing the affairs of thmtlVenture. However, in certain events and ur@etain conditions, matters
relating to decisions on how to vote the EMG shardd by the Joint Venture shall be decided bydihectors of the general
partner of the Joint Venture appointed by AmpabytlF. As such, Ampal has consolidated the resaflithe Joint Venture in
its financial statement
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The Company’s Financial Statements reflect a 16r8&sest in shares of EMG, with 8.2% held direethd 8.6% held through
the Joint Venture (of which Ampal owns 50¢

Yosef A. Maiman, the Chairman, President and CE@eiCompany and a member of the controlling shwdein group of the
Company, is the sole owner of Merhav M.N.F. |

For more information regarding our interest in EM@e “ltem 13.”

Wind Energy Joint Ventur

On November 25, 2007, MAE signed a joint ventureeagent with Clal Electronics Industries Ltd. (“CJaan Israel-based
holding company, for the formation of a joint vergahat will focus on the new development and agitjan of controlling
interests in wind energy projects outside of Israbk joint venture, owned equally by Clal and @@mpany through MAE, wi
seek to either develop or acquire wind energy dppdres with a goal of establishing at least 150M¥\nstalled capacity
within the next 3.5 years. The joint venture’siadiproject is the development of a wind farm ire€ece. The Company has
approved a $25 million budget for these proje

Option Agreement for Sugarcane Ethanol Projectdtof@bia

On December 25, 2007, Ampal entered into an Opaigreement (the “Option Agreementi)ith Merhav M.N.F. Ltd. providin
Ampal with the option to acquire up to a 35% eqintgrest in a sugarcane ethanol production prdfaet“Project”) in
Colombia being developed by Merhav M.N.F. Ltd. Bip¢ion expires on the earlier of December 25, 2008ie date on which
both (i) Merhav M.N.F. Ltd. has obtained third-padebt financing for the Project and (ii) an uni&ted third party holds at
least a 25% equity interest in the Project. Thed@dphgreement provides that the purchase pricamgrinterest in the Project
purchased by Ampal pursuant to the Option Agreemahbe (A) with respect to any portion of suchédrest being purchased
by conversion of the outstanding balance of therissory Note referred to below, the lesser of (yiae based on a currently
agreed valuation model as updated from time to tameflect changes in project, financing and osimiilar costs (the
“Valuation Model”) as such updates are reviewedoylihan Lokey Howard & Zukin Financial Advisorsd. at the time of
the option’s exercise or (ii) the lowest price phjdany unaffiliated third party for an interesttive Project, or (B) with respect
to any portion of such interest in the Project gginrchased in excess of the balance of the Promgidéote, the lowest price
paid by an unaffiliated third party for its intetés the Project, unless no unaffiliated third gdras purchased an interest in the
Project, in which case the purchase price will &edd on the Valuation Modt



Ampal has loaned Merhav M.N.F. Ltd. $10 millionftmd the purchase of the 11,000 hectares of prpjeolombia required
for growing sugarcane and the construction of aaredl production facility for the Project, pursuémta Promissory Note, dai
as of December 25, 2007, by Merhav M.N.F. Ltd.awndr of Ampal (the “Promissory Note”). Ampal haseer to advance up
to an additional $10 million to fund the Projectguant to the Promissory Note. The loan bearsesteat an annual rate eque
LIBOR plus 2.25%, and will be convertible into alla portion of the equity interest purchased pamsto the option

As security for the loan, Merhav M.N.F. Ltd. hasgded to Ampal, pursuant to a pledge agreemergdd2¢cember 25, 2007
between Merhav M.N.F. Ltd. and Ampal, all of theusts of Ampal’'s Class A Stock, par value $1.00st@re, owned by
Merhav.

Yosef A. Maiman, the Chairman, President and CE@ropal and a member of the controlling shareholdeosip of Ampal, is
the sole owner of Merhav M.N.F. Ltd. Because offtiregoing relationship, a special committee ofBoard of Directors
composed of Ampal’s independent directors negatiated approved the transaction. Houlihan Lokey HdvwaZukin

Financial Advisors, Inc., which has been retaingirsancial advisor to the special committee, agl¥ihe special committee on
this transaction

For more information regarding our investment ifdBubia, see “ltem 13.”

5. Additional investment of $0.1 million in FIM
6. A loan to Bay Heart of $3.6 million, for a shoppimall in Haifa, Israel
b) In 2007, Ampal made the following dispositiol
1. On May 21, 2007, the Company closed the daddl of its holdings in Carmel, a packaging marmtdaer affiliate based in
Israel. Pursuant to this transaction, Ampal andutssidiaries sold to Carmel an aggregate of 522¢88inary shares of Carmel

for an aggregate sales price of approximately $#l6on. The Company recorded no gain since impainitrwas recorded in the
first quarter of 2007
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2. During 2007, the Company received proceeds indta &mount of $0.8 million from the sales of certavestments by FIMI

3. On August 5, 2007, the Company completed dle o its holdings in Am-Hal Ltd. for an aggregatmsideration of $29.3
million and recorded a gain of approximately $2@iflion (approximately $21.7 million, net of taxe3he gain and Am-Hal's
results of operations until June 30, 2007, werenaad as discontinued operations for all perioégsgnted

Debt

Notes issued to institutional investorssirael, the convertible note issued to Merhav M.NLtE. and other loans payable pursuant to
bank borrowings are either in U.S. dollars, linkedhe Consumer Price Index in Israel or in unlohkéew Israel Shekels, with interest rates
varying depending upon their linkage provision amature between 2008-2019.

The Company finances its general operatmusother financial commitments through bank Idams Bank Hapoalim, UBI and Israel
Discount Bank Ltd. As of December 31, 2007, thestautding indebtedness under these bank loansddiaf&l.9 million and the loans mat
through 2008-2019.

On February 26, 2007, the Company entereda bank loan with UBI. Pursuant to the loan egrent, on April 2, 2007, UBI granted 1
Company a $10 million loan, which bears intereshatrate of LIBOR plus 2% to be repaid in six aariostallments commencing on April
2008. The loan is secured by a pledge of certaiatasOn December 31, 2007, UBI granted the Compemyjoans of equal amount, for a
total amount of NIS 20 million (approximately $5flllion). These loans bear interest at the raté.6% and 4.8%, respectively, linked to the
Consumer Price Index in Israel. Both loans areafterm of two years and interest will be paid samiually.

On April 26, 2007, the Company repaid istng loans from Bank Hapoalim and signed a neanlagreement. The new agreement
provides for a secured $27 million dollar loan figagito the Company at the value as of March 3@M720o be used for general corporate
purposes. On March 30, 2007, the Company borrotvedutl $27 million under the loan facility. Therfds borrowed under the loan facility
are due in six annual installments commencing ocebwer 31, 2007 and bear interest at an annuabfaiBOR plus 2%. The Loan
Agreement contains financial and other covenamsiiting an acceleration of payment upon the ocoggef certain changes in the
ownership of the Company’s Class A Stock. As of @&msber 31, 2007, the Company is in compliance wstldébt covenants.

On November 29, 2007, as part of the agesetnetween Ampal and IIF, leading a group of fastinal Investors, the Company recei
$95.4 million to purchased a 4.3% interest in EM@ough Merhav Ampal Energy Holdings, LP, an Isrhedited partnership, from Merhav.
The loan is unlinked to the Consumer Price Indelsiiael, bears no interest and is repayable upoeeatent by both parties, but wit



minimum term of one year.
A short term loan from Bank Hapoalim in #imaount of $3.5 million bears interest of 7.1% &ntb be repaid by March 31, 2008.

On November 20, 2006, the Company enterteda trust agreement with Hermetic Trust (197%) pursuant to which the Company
issued notes to institutional investors in Israghie principal aggregate amount of NIS 250 millfapproximately $58 million) with an
interest rate of 5.75%, which is linked to the édiraonsumer price index. The notes shall rpak passuwith our unsecured indebtedness.
The notes will be repaid in five equal annual iistants commencing on November 20, 2011, and ttezast will be paid semi-annually. As
of December 31, 2007, the outstanding debt unaendies amounts to $66.6 million, due to the chamgaluation of the New Israeli Shekel
as compared to the U.S. dollar. The Company deggbsih amount of $10,207,000 with Hermetic Trus78)9.td. to secure the first three
years worth of payments of interest on the debestuks of December 31, 2007, the outstanding amufuthe deposit was $7.5 million. Pri
to the issuance of the debentures, Midroog Ltdaffiliate of Moody’s Investors Service, rated Bempany as A3.

On August 1, 2007, Ampal filed a final ppestus with the Israeli Securities Authority and TASE for the resale and listing with the
TASE of its Series A Notes. According to the pragps, on August 19, 2007, Ampal paid the Seriesofel holders additional interest of
0.10959% (0.5% annually) for the period commenditay 20, 2006 and ending on August 9, 2007, whidhésdate the Series A Notes were
registered for trade. The additional interest waisl o the Series A Note holders whose names appéae Series A Note holders register
kept by Ampal as of August 7, 2007. The debt offgrivas made solely to certain non-U.S. institutidmeestors in accordance with
Regulation S under the U.S. Securities Act of 1283amended. The notes have not been and willnadistered under the U.S. securities
laws, or any state securities laws, and may naiffeeed or sold in the United States or to Unit¢at&s persons without registration unless an
exemption from such registration is available.

Ampal funded the Gadot transaction witlombination of available cash and the proceedsnafvacredit facility, dated November 29,
2007 (the “Credit Facility”), between MAE and Ist&@scount Bank Ltd. (the “Lender”), for approxinedyt $60.7 million. The Credit Facility
is divided into two equal loans of approximately0$5 million. The first loan is a revolving loaratthas no principal payments and may be
repaid in full or in part on December 31 of eachryentil 2019, when a single balloon payment wétbme due. The second loan also ma
in 2019, has no principal payments for the firsh frears, and shall thereafter be paid in equadliins&énts over the remaining ten years of the
term. Interest on both loans accrues at a floatigyequal to LIBOR plus a percentage spread apayiable on a current basis. Ampal has
guaranteed all the obligations of MAE under thed@rEacility and Ampal interest in Gadot has also been pledged to thddreas a securi
for the Credit Facility. Yosef Maiman has agreethwhe Lender to maintain ownership of a certaimant of the Company’s Class A
Common Stock. The Credit Facility contains custonadfirmative and negative covenants for crediflfies of this type.
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In addition, as part of the EMG transaciimbecember 2006, the Company issued to Merhav.K.Nd. the Convertible Promissory
Note in the principal amount of $20 million, whiehthe option of Merhav M.N.F. Ltd., was payableash, additional shares of Ampal CI
A Stock (based on a price per share of $4.65 mehor a combination thereof. The Convertiblenissory Note bore interest at 6 months
LIBOR (5.375%) and matured on the earlier of Sepin20, 2007, or upon demand by Merhav M.N.F. Cm.September 20, 2007, Merhav
M.N.F. Ltd. exercised its option to convert thestahding balance of $20.8 million (which includesraed interest of $0.8 million) on the
Convertible Promissory Note into 4,476,389 shafdSlass A Stock of the Company. See “Changes inetwdders Equity” below.

Other long term borrowings in the amoun$0f2 million are linked to the Consumer Price kdelsrael, mature between 2007 and
2010 and bear annual interest of 5.7%.

As of December 31, 2007, Gadot had $0.Hanibutstanding under its convertible debentu@edot’s debentures were listed on the Tel
Aviv Stock Exchange (“TASE”") in December 2003, hnied to the Consumer Price Index in Israel, lmarual interest at the rate of 6.5%,
and are repayable in two equal annual installmemt®ecember 5, 2008 and 2009. The debentures avertible into ordinary shares of
Gadot, commencing from the date they were listethenTASE until December 5, 2009, such that asexfdinber 31, 2007, each incremental
amount of NIS 3.53 of outstanding debentures (lihtcethe Consumer Price Index in Israel) is conblertinto one ordinary share of Gadot of
NIS 0.1 par value, subject to adjustme

As of December 31, 2007, Gadot had $12llomioutstanding under its other debentures. Thiefentures are not convertible into
shares and are repayable in five equal annuallmstats on September 15, of each of the years 2@@8gh 2012. The unsettled balance of
the principal of the debentures bears annual istertethe rate of 5.3%. The principal and inteoéshe debentures are linked to the Consumer
Price Index in Israel and the interest is payaiblgemi-annual installments on March 15 and Septedthef each of the years 2006 through
2012.

As of December 31, 2007, Gadot, a 65.5%igidry of Ampal, has short term loans payabléhsmamount of $96.5 million and long
term loans payable in the amount of $30.1 millithe various short term loans payable are eitheénked or linked to the Euro and bear
interest at rates between 5.73% to 6.09%. The waitiing term loans payable are either unlinkedglihto the Consumer Price Index in Israel
or linked to the Euro and bear interest at ratéwéen 4.82% to 6.90%



The weighted average interest rates antidlences of these short-term borrowings at DeceBthe2007 and December 31, 2006 were
6.3% on $136.6 million and 6.3% on $21.2 millioespectively.

Payments due by period (in thousands)

Less than 1-3 3-5 More than
Contractual Obligations Total 1 year years years 5 years
Long-Term Debt $187,40! $131,34: $ 31,78. $ 24,28!
Debenture: $ 78,60¢ $ 5662z $ 32,31¢ $ 40,62¢
Convertible Debenture $ 742 $ 742
Shor-Term Debt $136,61: $136,61:
Expected interest paymet $ 59,84f $ 16,257 $ 19,77C $ 14,070 $ 9,74¢
Capital Call Obligatior!) $ 2,80 $ 2,80C
Operating Lease Obligatid?® $ 36,92¢ $ 13,73t $ 13,23: $ 3,72¢ $ 6,23¢

Capital Lease Obligatic

Purchase Obligatior

Other Lon¢-Term Liabilities Reflected on the Compan
Balance Sheet Under GAZA

Total

@

@

©)

$502,94. $169,400 $170,74° $ 81,89¢ $ 80,89

See Note 19(d) to Ampal’s consolidated financiatesnents included in this Report for the fiscalryaraded December 31,
2007.

See Note 19(a) to Ampal’'s consolidated financiateshents included in this Report for the fiscalrysaded December 31,
2007.

In calculating estimated interest payments on antihg debt obligations, the Company assumed ame@xge rate as at
December 31, 2007 of NIS 3.846 to 1 U.S. do
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As of December 31, 2007, the Company hsueid guarantees on certain outstanding loans itoviéstees and subsidiaries in the
aggregate principal amount of $27.4 million. Thisludes:

1.

2.

3.

$5.2 million guarantee on indebtedness inculbyeBay Heart ($0.3 million of which is recordeslaliability in the Company’s
financial statements at December 31, 2007) in catimrewith the development of its property. Bay Heacorded losses in
2007 as a result of decreased rental revenuese Therbe no guarantee that Bay Heart will becoroitable or that it will
generate sufficient cash to repay its outstandidgltedness without relying on the Comy’s guarantee

$1.1 million guarantee to Galha 1960 Ltd. as desdtin Item 3 of this Repol

$ 21.1 million guarantees of Gadot for outstandoems.

Off-Balance Sheet Arrangements

Other than the foreign currency contrapectfied below, the Company has no off-balance tsheangements.

Foreign Currency Contracts

The Company’s derivative financial instrurtseconsist of foreign currency forward exchangatieats to purchase or sell U.S. dollars.
These contracts are utilized by the Company, fiiome to time, to manage risk exposure to movementsreign exchange rates. None of
these contracts have been designated as hedgtngnests. These contracts are recognized as asd&ibilities on the balance sheet at their
fair value, which is the estimated amount at whiaty could be settled, based on market prices @edguotes, where available, or based on
pricing models. Changes in fair value are recogharently in earnings.

As of December 31, 2007, the Company hahdpreign currency forward exchange contractaneclase U.S. dollars and sell Euros in
the amount of $9 million.

CHANGES IN SHAREHOLDERS EQUITY



During the second, third and fourth quaafe?007, the shareholders’ equity changed asvaiio

As of December 31, 2007, the Company is)8d0,351 Class A Shares to investors that exataisrrants granted to them by the
Company on December 28, 2006. The total proceeds fihe exercise of warrants were $18.0 million.

On September 20, 2007, Merhav M.N.F. Ligtreised its option to convert the outstanding fiedaof $20.8 million (which includes
accrued interest of $0.8 million) on the convediptomissory note issued to it as partial constierdor the purchase of a 5.9% interest in
EMG by Ampal in December 2006, into 4,476,389 shaifeClass A Stock of Ampal. The issuance of ti4#'@,389 shares underlying the
Convertible Promissory Note received the appro¥#he shareholders of the Company on February 07 28s required by the marketplace
rules of the NASDAQ Global Market.

ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
MARKET RISKS AND SENSITIVITY ANALYSIS

The Company is exposed to various mark&sriincluding changes in interest rates, foreigmency exchange rates and equity price
changes. The following analysis presents the hytimthl loss in earnings, cash flows and fair valofethe financial instruments which were
held by the Company at December 31, 2007, andesqrgts/e to the above market risks.

During the fiscal year ended December 8D,72there have been no material changes in thketniagk exposures facing the Compan
compared to those the Company faced in the fiseal gnded December 31, 2006, other than expostine teuro exchange rate due to the
Company’s acquisition of Gadot.

Interest Rate Risks

At December 31, 2007, the Company had firdmassets totaling $44.6 million and financiabilities totaling $403.3 million. For fixed
rate financial instruments, interest rate chandfestthe fair market value but do not impact eagsi or cash flows. Conversely, for variable
rate financial instruments, interest rate changeegemnlly do not affect the fair market value butmdpact future earnings and cash flows,
assuming other factors are held constant.

At December 31, 2007, the Company did rmeetfixed rate financial assets and had variabéefiaancial assets of $44.6 million. A ten
percent decrease in interest rates would not isertiee unrealized fair value of the fixed rate &sse

At December 31, 2007, the Company had frege debt of $192.4 million and variable rate d#t$211.3 million. A ten percent decre
in interest rates would increase the unrealizedviue of the financial debts in the form of tlveetl rate debt by approximately $1.5 million.
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The net decrease in earnings and cashffipthe next year resulting from a ten percentriggéerate increase would be approximately
$1.3 million, holding other variables constant.

Foreign Currency Exchange Rate Sensitivity Analysis

The Company’s exchange rate exposure diméacial instruments results from its investmeantsl ongoing operations. As of December
31, 2007, the Company had open foreign exchangeafarcontracts to purchase U.S. Dollars and selb&in the amount of $9 million.
Holding other variables constant, if there wereragercent devaluation of the foreign currency Gbenpany’s cumulative translation loss
reflected in the Company’accumulated other comprehensive loss would iserbg $1.9 million, and regarding the statementspefations :
ten percent devaluation of the U.S. Dollar exchaage would be reflected in a net increase in egsand cash flow would be $21.8 million,
and a ten percent devaluation of the Euro excheatgewould be reflected in a net increase in egsand cash flow would be $2.8 million.

Equity Price Risk

The Company’s investments at December 8027 2included marketable securities which are @wiat a fair value of $22.5 million,
including a net unrealized gain of $0.2 million.oBle securities have exposure to equity price Tibk. estimated potential loss in fair value
resulting from a hypothetical ten percent decréageices quoted on stock exchanges is approxim&&R million. There will be no impact
on cash flow resulting from a hypothetical ten patadecrease in prices quoted on stock exchanges.

ITEM 8 — FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA



See pages 1 through 36 of the financial statenstashed to this annual report.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL
DISCLOSURE
None.
ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures

The Company’s management with the partt@peof the Company’s Chief Executive Officer andi€f Financial Officer, has evaluated
the effectiveness of the Company'’s disclosure ot itind procedures (as such term is defined insRiBa-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (tkeH&nge Act”)) as of the end of the period covdredhis Report. Based on such
evaluation, the Company’s Chief Executive Officed &hief Financial Officer have concluded thatpfthe end of such period, the
Companys disclosure controls and procedures are effediledwithstanding the foregoing, a control systempmatter how well designed a
operated, can provide only reasonable, not absastirance that it will detect or uncover failuréthin the Company to disclose material
information otherwise required to be set forthtia Company’s periodic reports.

Management’s Report on Internal Control Over Finandal Reporting

The Company’s management is responsibledtablishing and maintaining adequate internairobover financial reporting (as such
term is defined in Exchange Act Rules 13a-15(f) 48d-15(f)). The Company’s management with theigipetion of the Company’s Chief
Executive Officer and Chief Financial Officer, carnted an evaluation of the effectiveness of the @amg’s internal control over financial
reporting as of December 31, 2007 based on theefrark in Internal Control-Integrated Framework sdiy the Committee of Sponsoring
Organizations of the Treadway Commission. As paetjtwe have excluded from our evaluation the 20@juisitions of Gadot, which is
included in our 2007 Consolidated Financial Stateimand which represented 44.3% of consolidated &ssets and 135.1% of consolidated
shareholders’ equity as of December 31, 2007, drisP8 of consolidated net revenues and $2.5 mitli@in out of $13.6 million loss from
continuing operations for the year ended DecembeRB07. Based on that evaluation, the Companyisag@ment concluded that the
Company’s internal control over financial reportings effective as of December 31, 2007.

Management's assessment of the effectigeoiethe Company’s internal control over finanegporting as of December 31, 2007 has
been audited by Kessleman & Kesselman, a membricdwaterhouseCoopers International Limited, aefpendent registered public
accounting firm, as stated in their report attacheeto.

There have not been any changes in the @oypinternal control over financial reporting @sch term is defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act) during then@any’s fourth fiscal quarter that have materialffected, or are reasonably likely to
materially affect the Company’s internal controko¥inancial reporting.

ITEM 9B. OTHER INFORMATION
None.
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PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNA NCE
MANAGEMENT

The following table sets forth certain infation regarding Ampal’s directors and executiffecers as of March 5, 2008:

Name Position

Yosef A. Maimar President, Chief Executive Officer, Chairman of Bward of Director:
Jack Bigio Director

Leo Malamud®) Director

Dr. Joseph Yerushalrfi) Director



Dr. Nimrod Novik Director

Yehuda Karn{D)@)(4) Director

Eitan Habef2(®)(4) Director

Menahem Morad®®® Director

Irit Eluz CFO, Senior Vice Preside- Finance and Treasur

Yoram Firon Vice Presiden- Investments and Corporate Affairs and Secre
Amit Mantsur Vice Presiden- Investment:

Ofer Gilboa Vice Presiden- Investment:

Giora Ba-Nir Vice Presiden- Accounting and Controlle

The numbers listed below, which follow the@mes of some of the foregoing directors, desigoatemittee membership:

(2) Member of the Executive Committee of the Bbahich meets as necessary between regularly sidteBoard meetings and,
consistent with certain statutory limitations, eises all the authority of the Boal

(2) Member of the Audit Committee of the Boardiethreviews functions of the outside auditors, sardi fees and related matte
Mr. Karni is the Chairman of the Audit Committeetbé Board

(3) Member of the Stock Option and Compensation Corasitif the Boarc

(4) Member of the Special Committee of the Bo:
There are no family relationships betweeyn @ Ampal’s directors and executive officers.

In 2007, the Board met 14 times and actécktby written consent; the Executive Committeeedonce by written consent; the Audit
Committee met 6 times and did not act by writtensemt. The Stock Option and Compensation Commitigteonce and acted once by
written consent. The Special Committee met twice did not act by written consent. All directors lome attended more than 75% of the
aggregate of (1) the total number of Board meetivedd during the period in 2007 for which such uidiial was a director and (2) the total
number of meetings held by all committees of thafan which such individual served in 2007 (dutting period of such service). Each
director of the Board is elected for a one yeantand serves until his or her successor is dulsteteand qualified.

The following sets forth the ages of altled above-mentioned directors and executive affical positions and offices with Ampal or its
subsidiaries held by each director and officer ariacipal occupations during the last five years.

YOSEF A. MAIMAN, 62, has been the Chairntdrihe Board of Ampal since April 25, 2002 and Rtest and Chief Executive Officer
of Ampal since October 1, 2006. Mr. Maiman has hemsident and Chief Executive Officer of MerhaNME. Ltd. (“Merhav”), one of the
largest international project development compabased in Israel, since its founding in 1975. MaiMan is the Chairman of the Board of
Directors of Gadot. Mr. Maiman is also the Chairno&the Board of Directors of Channel Ten, a conuiatelevision station in Israel, a
director of Eltek, Ltd. (“Eltek”), a developer antanufacturer of printed circuit boards and Hono@oynsul to Israel from Peru. Mr. Maiman
is also a member of the Board of Trustees of tHéAVir University, Chairman of the Israeli Board thfe Jaffee Center for Strategic Studie
Tel Aviv University, a member of the Board of Gowers of Ben Gurion University, and the Chairmarnhef Board of Trustees of the
International Policy Institute for Counter Terranis

JACK BIGIO, 42 has been a director of Amgiakce March 6, 2002. Mr. Bigio served as the Blexdi and Chief Executive Officer of
Ampal between April 25, 2002 and September 30, 2666m 1996 until April 2002, Mr. Bigio served asrfior Vice President — Operations
and Finance of Merhav and from October 2006 MridBggrves as Senior Vice President of Merhav. MyidBis also a director of Eltek, a
member of the Board of Israel-America Chamber ah@mrce & Industry and a member of Young Presidebtganization.
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LEO MALAMUD, 56, has been a director of Aaiince March 6, 2002. Since 1995 Mr. Malamudedgi6r Vice President of Merhav
M.N.F. Ltd. Mr. Malamud is also a Director of GadGhannel 10, 10 News Ltd. and Nana 10 Ltd.

Dr. JOSEPH YERUSHALMI, 70, has been a dweof Ampal since August 16, 2002. Since 1995 ¥erushalmi has been Senior Vice
President — Head of Energy and Infrastructure Btejef Merhav M.N.F. Ltd. Mr. Yerushalmi is als®&ector of Gadot.

Dr. NIMROD NOVIK, 62, has been a directdrdanpal since September 19, 2006. Dr. Novik has®enior Vice President of Merhav
M.N.F. Ltd. since 1995, responsible for Middle Eaisijects (including the MIDOR petroleum refinerygypt and the current EMG project
for the export of Egyptian natural gas to IsrasIiell as for corporate and government relatioresish member of the board of EMG anc



Channel 10 News Corp. Mr. Novik is an advisor te sraeli National Security Council as well aséweral members of the Israeli cabinet,
and a former Special Ambassador of the State aélsts well as Chief Advisor on Foreign Policysmkl’'s Prime Minister and Minister of
Foreign Affairs.

YEHUDA KARNI, 79, has been a director of pal since August 16, 2002. Mr. Karni was a senatrer in the law firm of Firon Kar
Sarov & Firon, from 1961 until his retirement inQfD

EITAN HABER, 68, has been a director of Aahpince August 16, 2002. Mr. Haber was the Hed8luséau for the former Prime
Minister of Israel, Yitzhak Rabin, from July 199atil November 1995. Since 1996, Mr. Haber has liberPresident and Chief Executive
Officer of Geopol Ltd., which represents the Koreanglomerate Samsung Aircraft and Industriestiadisand the Middle East. Since 2001,
Mr. Haber has also served as CEO of Kavim Ltdroapction and project development company. Mr. Haba member in the Board of
Directors of Africa Israel Ltd. and “Israel Exparze Co.”

MENAHEM MORAG, 57, has been a director ahpal since January 27, 2004. From 1996 to 1999Wrag was the Head of Finance
and Budget at the Israeli Prime Minister’s officeTiel Aviv. From 1999 to 2001, Mr. Morag was then@oller and Ombudsman at the Israeli
Prime Minister’s office in Tel Aviv. From 2001 t®@3, Mr. Morag was the Head of Human Resources Dapat at the Israeli Prime
Minister’s office in Tel Aviv. Since 2003 until 260 Mr. Morag served as the Head of the CouncihefRensioners Association of the Israeli
Prime Minister’s office in Tel Aviv. Mr. Morag hadso served as a director in Palram Industries 2604 until 2006, and from 2005 until
2006 he was the CEO of Keren-Shemesh FoundatiaihnédEncouragement of Young Entrepreneurs. Sin6é ®r. Morag serves as a
Deputy General Manager — Head of Resources Divisidgnion Bank of Israel Ltd. and as a directos@veral of the subsidiaries of Union
Bank of Israel Ltd.

IRIT ELUZ, 41, has been the Chief Finan€¥éficer and Senior Vice President — Finance areh3urer since October 2004. From May
2002 until October 2004, Ms. Eluz was Chief Finah€fficer and Vice President — Finance and Trearsis. Eluz is a Director of Gadot.
Since July 2006 Ms. Eluz is a Director of Kamor .LEdom January 2000 until April 2002, Ms. Eluz vitas Associate Chief Financial Officer
of Merhav. From June 1995 until December 1999, Bsz was the Chief Financial Officer of Kamor Group

YORAM FIRON, 39, has been Secretary ance\Reesident — Investments and Corporate AffairsesMiay 2002. From 1998 until 2002,
Mr. Firon was a Vice President of Merhav and betbet a partner in the law firm of M. Firon & Co..

AMIT MANTSUR, 38, has been Vice Presiderhvestments since March 2003. Since August 2006M&ntsur is a Director of Valor
Computerized Systems Ltd. From September 2000 Detiember 2002, Mr. Mantsur served as Strategy 8irigss Development Manager at
Alrov Group. From February 1997 until September@0ar. Mantsur was a projects manager at the FiahAclvisory Services of KPMG
Somekh Chaikin.

OFER GILBOA, 43, has been Vice Presidelmvestments since December 2007. Mr. Gilboa israddr of Gadot. From 2003 until
2007, Mr. Gilboa served as Chief Financial Offiaed Chief Operations Officer at MIRS Communicatibit. From 1999 through 2002, Mr.
Gilboa served as Controller and Financial Manad&etephone Communications Ltd.

GIORA BAR-NIR, 51, has been Vice-Presidem{ccounting and Controller since October 2004 nk-iMarch 2002 until October 2004
Mr. Bar-Nir was the Controller. From 1999 until 200r. Bar-Nir was the Controller of the Israelbsidiaries of Ampal.

AUDIT COMMITTEE

The Company has an Audit Committee of tbar consisting of Messrs. Karni, Haber and Moeagh of whom is an independent
director as defined under the rules of the Natidrssociation of Securities Dealers, Inc. and tHespromulgated by the Securities and
Exchange Commission. The Board has determinedvthatiorag is an “audit committee financial expefit purposes of the rules
promulgated by the Securities and Exchange Comaonissi

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Securities Exchangeohd 934, as amended, requires Ampal’s executffieens and directors, and persons who
own more than 10% of a registered class of Ampajisity securities, to file with the Securities &xthange Commission initial statements
of beneficial ownership (Form 3), and statementshafinges in beneficial ownership (Forms 4 and B lass A Stock of Ampal. To the
Company’s knowledge, based solely on its reviethefcopies of such forms received by it, all filirgjuirements applicable to its executive
officers, directors and greater than 10-percerdk$iolders were complied with as of March 5, 2008.
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CODE OF ETHICS



The Company has adopted a code of ethicddfined in the rules promulgated under the SeéesifExchange Act of 1934) that applie:
the Company’s principal executive officer, prindifinancial officer, principal accounting officeny person performing similar functions. A
copy of the Company’s code of ethics is availaliglee Company’s website at www.ampal.com (the “Canys Website”).

CODE OF CONDUCT

The Company has adopted a code of contdatgpplies to all of the Company’s employees,afiines and officers. A copy of the code of
conduct is available on the Company’s Website.

ITEM 11. EXECUTIVE COMPENSATION
COMPENSATION DISCUSSION AND ANALYSIS
Objectives of Compensation Program

This section contains a discussion of tlaemal elements of compensation awarded to, ediped paid to the principal executive and
principal financial officers of the Company, ane tther three most highly compensated executivessf of the Company. These individu
are referred to as the “Named Executive Officensthis Report on Form 10-K.

The objectives of our compensation progaaen(i) to attract and retain qualified personnehie Israeli marketplace, (ii) to provide
incentives and rewards for their contributionshte €ompany, and (iii) to align their interests witle long-term interests of the Company’s
shareholders.

Our Named Executive Officers compensatias tinree primary components: salary, an annualinashtive bonus and stock option
awards. In addition, we provide our Named Execu@¥ficers with benefits that are generally avaitatd our salaried employees.

We determine the appropriate level for eemmpensation component based in part, but notisixely, on competitive benchmarking
consistent with a broad spectrum of companiesraelsand in the United States.

Due to the small size of our executive teard the need to tailor each Named Executive Gfcsompensation package for retention
recruitment purposes, we have not adopted any igroiies or guidelines for allocating compensati®tween long term and currently
payable compensation, between cash and non cagtecsation or among different forms of compensation.

Responsibilities

Prior to September 19, 2006, the Stock @péind Compensation Committee of the Board (therf@nsation Committee”) was
responsible for determining all facets of executienpensation including annual base salary anddemior executive officers,
administration of the Company’s 1998 Long Term htoe Plan and the Company’s 2000 Incentive Plafidctively, the “Option Plans”),
and director compensation. The Compensation Comenistcomposed of independent directors as definddr the rules of NASDAQ and
the SEC. The Compensation Committee does not @ppuaisuant to a written charter.

On September 19, 2006, the members of da@dengaged in discussions regarding the apptemiape of the responsibilities of the
Compensation Committee in light of the Company@ritrolled company” status under the rules of NASD&@@ the fact that Mr. Yosef A.
Maiman was appointed as the Chief Executive Offtdekmpal. During these discussions, the Boardakstito re-allocate certain of the
responsibilities with regard to executive compeiosato Yosef A. Maiman, the Chairman, President @hdef Executive Officer.

Effective as of September 19, 2006, ther8a@termined that the Compensation Committeeawititinue to be responsible for (i)
administering the Option Plans and determiningotfieers and key employees who are to be grant¢éidmpunder the Option Plans and the
number of shares subject to such options anddtgrehining the annual base salary and non-equgtgdannual bonus for Mr. Maiman in his
capacity as Chairman, President and Chief Exec@f¥ieer.

Effective as of September 19, 2006, ther8adso determined that Mr. Maiman will be respblesfor (i) determining the annual base
salary and non-equity based annual bonuses fexatiutive officers (other than the Chief Executdféicer) and for (ii) recommending to the
Board director compensation and benefit progrants Mdiman also may attend and participate in mestiof the Compensation Committee.

No outside compensation consultant is eeddary the Company at this time, although the Commpaay elect to do so in the future.
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Elements of Compensatior

The material elements of the Company’s ettee compensation program for Named Executived®f includes three primary
components: salary, an annual cash incentive bandistock option awards, In addition, we provideamed Executive Officers with
benefits that are generally available to our sathemployees.

Base Salary

We set our salaries for our Named Execuiifficers generally based on what we believe ersalreto hire and retain individuals in the
competitive environment in Israel and rewards ifdlial performance and the contribution to our olldnasiness goals. We also take into
account the base salaries paid by similarly sithatanpanies in Israel and in the United States whith we believe we generally compete
for talent. There are no formal guidelines or folaswsed by us to determine annual base salagufoamed Executive Officers, as annual
salary determinations are made on a case by cagefllan year to year to react to compensation etarknds in Israel and to take into
account the Named Executive Officer’s performaraiditionally, stock price performance has not badactor in determining annual
compensation because the price of the Company’snmnstock is subject to a variety of factors owdr control. Our approach to annual
base salary is designed to retain our Named Exer@ificers so that they will continue to operatéigh levels in the best interests of the
Company.

Determinations for annual base salaryHerftiscal year ended December 31, 2007, were matleebkCompensation Committee in
consultation with Mr. Maiman and other executivéaoafs.

Annual Cash Incentive Bonus Compensation

The non-equity based annual bonus compensiatbased on each Named Executive Officer’sviddial performance for the Company
over the fiscal year, which is measured in termewafrall effort, performance and contribution te tbompany. In the past, bonuses were
based on a multiple of the Named Executive Offedgdse salary, but in the interest of flexibilitye no longer exclusively utilize this
approach. In 2007, we considered the performanoaioNamed Executive Officers with respect to dartaaterial transactions and the
amount of funds raised during the year and allatateamount among the Named Executive Officers wie involved in those special
efforts. We take into account the amount of anbask salary paid to each Named Executive Officedetermining such Named Executive
Officers’ non-equity based annual bonus compensabeterminations for non-equity based annual baonspensation for the fiscal year
ended December 31, 2007 were made by Mr. Maiman.

Long-Term Equity Incentive Compensation

At this time, we do not award long-term iggincentive compensation to our Named Executiicérs on an annual basis, however we
may elect to award this form of compensation infthare. Following the April 2002 acquisition byM. Noy Investments Ltd. of a
controlling interest in the Company, we awardedylberm equity incentive compensation in April 2G082rovide the new management team
with incentives aligned with shareholder interestd in December 2004, in recognition of the Nameelchtive Officers’ assistance to a
Special Committee of the Board of Directors that haen appointed to consider alternatives availabliee Company to maximize
shareholder value. In December 2006, the Stocko@iommittee granted Mr. Maiman an option to aag@B0,000 shares of our Class A
Stock for his service as Chairman of the Board. dmeunt of this award was consistent with the arhofithe option grant previously
awarded to Mr. Maiman in August 2002, which becdutlg vested in August 2006.

While our current policy is to award optigrants to our executive officers and directors,dtwards granted under the Option Plans may
be in the form of options, restricted stock, divideequivalent awards and/or stock appreciationtsighhere are no formal guidelines or
formulas used by us to determine equity compensatiecards for our Named Executive Officers.

As stated above, the Compensation Commigtezsponsible for determining lorigrm equity incentive compensation in accordandk
the Option Plans. Such determinations are maderiaudtation with Mr. Maiman and other executiveicgfs from time to time.

Perquisites

As is customary in Israel, we provide ell@med Executive Officer with the use of a car, f@phone, one meal per day, telephone
expenses, economic newspapers, and stipends ¥efitiga out of the country from time to time. Thduaof the specific car an employee
receives varies according to his or her pay graitlimthe Company.

Additionally, consistent with practice imetIsraeli marketplace, the Company reimbursedtmeed Executive Officers for a portion of
the taxes associated with the use of the car arulenghone.

Severance and Change of Control Benefits

Israeli labor laws and agreements requasenent of severance pay upon dismissal of an eraploy upon termination of employment in
certain other circumstances, including retirem&he Compan’'s severance pay is calculated based upon lengitraite and the late



monthly base salary (one month’s salary for eaen yorked). Severance pay is paid from a fundwiéah the Company contributes up to 8
1/3% of the employee’s base salary each monttgdordance with Israeli law and the customary pecadm Israel. The Company’s liability
for severance pay pursuant to Israeli law is pantiget by insurance policies, where the Named Etree Officers are the beneficiaries of
such insurance policies.
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In addition to the above the Named Exeeu@fficers are eligible to participate in a Pendidan in which both the employee and the
Company contribute up to 5% of the employee’s lsasary each month. The Named Executive Officerelgéble to receive the fund upon
termination of employment, including retirement.

In addition to the above benefits, eacthefemployment agreements of certain executiveearfiprovide that such executive officer s
receive an additional payment of six months’ sa(&wgether with all related benefits for the sixmttoperiod including social benefits, use of
a vehicle, mobile telephone and any other right®apanying the executive officer's employment by @ompany) in the event (i) of a
change of control of Ampal and (ii) such executiWiécer’'s employment is terminated within six months frdva tate of the change of con
of Ampal. These arrangements were designed to gedhiese key employees with an additional benefisistent with Israeli practice for
employees in comparable positions.

Pursuant to the terms of the employmen¢emgents of each of the certain executive offidetlawing the termination of employment,
such executive officers shall not be involved, dlireor indirectly, with any business or entity thgin the field of the Company’s activities
and/or is in direct competition in the field of tB@mpany’s activities for a period of six monthdwing the termination of employment.
Furthermore, during the term of employment at tbenGany and for a period of twenty four months failog the termination of employmei
each of these executive officers shall abstain fpooviding services in any manner whatsoever, giolg consulting services, either paid or
not paid, to any business or occupation in whieghGoempany was involved.

Education Fund

The Named Executive Officers are eligildgoarticipate in an education fund in which botl #mployee and the Company contribute up
to 2.5% and 7.5% respectively of the employee’'®lsadary each month. The Named Executive Officerbgible to receive the fund upon
termination of employment, including retirementeTdducation fund contribution, which is customarysrael, can be used by the Named
Executive Officers at any time for professional eation and every 6 years for any other purposéas Asistomary in Israel, the Company also
reimburses the Named Executive Officers for taxes®eiated with Company contributions to this fuegidnd the maximum contributed
amount allowed according to the Israel Tax law.

Vacation Provision and Recreation Pay

The Named Executive Officers are eligililggke one month vacation per year. Additionallyrspiant to Israeli employment laws, each
Named Executive Officer is entitled to a certainoamt of recreation pay to be used for any otheppse. Each Named Executive Office
entitled to receive 13 days of recreation pay, Whmounts to approximately $1,690 on an annuatbasi

Stock Ownership and Retention Guidelines
The Company does not have any stock ownershipt@ntien guidelines or policies.

Summary Compensation Table
For Fiscal Year Ended December 31, 2007

The following table sets forth all of the compeimatwards to our Named Executive Officers forybar ended December 31, 2007.

Option All Other
Stock Awards Compensation
Name and Principal Position Year Salary Bonus Awards 9) (6) Total (8)
$ $ $ $ $ $
Yosef A. Maiman (1) (7
Chairmanof the Board, President and C 2007  890,34: 1,092,04. - 147,90 24,27: 2,154,56:
200¢ 632,14 984,62° - 68,94 30,6040 1,716,32;

Irit Eluz (2) (7)
CFO- SVP



Finance & Treasure 2007  304,98¢ 832,03! - 132,51( 105,36¢ 1,374,901

200¢€ 263,84t 673,69: - 152,66 152,92¢ 1,243,13.

Yoram Firon (3) (7

Secretary, Vice

President Investmen 2001 227,471 182,00° - 89,91¢ 86,15 585,54
200¢ 206,19 173,96¢ - 107,50: 80,23 567,89

Amit Mantsur (4)

Vice President Investmen 2007 155,48t 62,40: - 35,39¢ 55,23¢ 308,52:
200€ 141,53t 49,70« - 37,96¢ 50,90: 280,11

Giora Bar Nir (5)

Vice President Accounting «

Controller 2007 167,57 31,20: - 14,19¢ 64,44+ 277,41¢
200€  152,19¢ 29,82: - 30,50: 57,36: 269,88

Jack Bigio (7)(10

Former President & CE! 200€ 388,34t 206,58( - 148,93! 662,57(12) 1,406,43.
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(1) Mr. Maiman has been employed by Ampal sinceil/&, 2002 as Chairman of the Board; On Septertbef006 Mr. Maiman was
appointed as the President and CEO of Ampal.

(2) Ms. Eluz has been employed by Ampal since A5il2002.

(3) Mr. Firon has been employed by Ampal since i 2002.

(4) Mr. Mantsur has been employed by Ampal sinderary 2, 2003.
(5) Mr. Bar-Nir has been employed by Ampal sinceel@7, 1990.

(6) Comprised of Ampal (Israel’s) contribution puast to: (i) Ampal (Israel’s) pension plan and Ainpal (Israel’s) education fund and (iii)
use of car and (iv) use of mobile and (v) final@oat settlement and (vi) redemption of vacatiorvigion and (vii) reimbursed for the
payment of taxes.

(7) Eligible to receive an additional payment oftagsix months salary (i) in the event of a chaafjeontrol of the Company and (ii) such
executive officer's employment is terminated witkin months from the date of the change of cordfehe Company.

(8) All cash compensation is paid in New Israeletls. The amounts in the table are converted fleniNew Israeli Shekel to U.S. dollars
based on the exchange rate of 4.0355, which reietiee exchange rate as of December 31, 2007.

(9) Represents the compensation cost in 2007 iordance with SFAS No. 123R for stock options, whitludes amounts from awards
granted in and prior to 2007.

(10) Mr. Bigio served as President and CEO fromil&s, 2002 until September 30, 2006. The amoumthide final account settlement. Mr.
Bigio exercised 150,000 options on October 4, 2006.

(11) Of such amount, for services as director, 322 was paid in cash.
(12) Of such amount, for services as director, 3 yas paid in cash.

Outstanding Equity Awards
For Fiscal Year Ended December 31, 2007

Option Awards

Number of Number of
Securities Securities



Underlying Underlying

Unexercised Unexercised Option
Options Options Exercise Option
(Exercisable) (Unexercisable) Price Expiration
Name 1) 1) %) Date
Yosef A. Maimar 250,00t 3.12 August 15, 201.
62,50( 187,50( 5.0¢ December 11, 201
Irit Eluz 78,50( 3.12 August 15, 201.
210,00( 70,00( 3.E  October 27, 201
Yoram Firon 68,50( 3.1z August 15, 201:
142,50( 47,50( 3.E  October 27, 201
Amit Mantsur 58,00( 3.6¢ February 12, 201
11,25( 3,75(C 3.5 October 27, 201
Giora Bar Nir 63,50( 3.12 August 15, 201.
22,50( 7,50(C 3.5  October 27, 201

(1) Options expire 10 years from the grant datevadd in sixteen equal installments on the threattmanniversary of the date of grant and
each three month period thereafter.
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Compensation of Directors

Directors of Ampal (other than Mr. Maimar}eive $1,500 per Board meeting attended. Ther@hai of the Board receives $2,000 per
Board meeting attended. Directors of Ampal alseirecthe same amount for attendance at meetingsnofittees of the Board, provided
that such committee meetings are on separate daysraa day other than the day of a regularly seleedBoard meeting.

For attending Special Committee, Audit Caditter and Executive Committee meetings Mr. Kaimg, €hairman of the Special and the
Audit Committee, is entitled to $30,000 per yeack of Mr. Haber and Mr. Morag are entitled to $20, per year, for attending Special
Committee and Audit Committee meetings.

In connection with the formation of the Sjaé Committee on October 28, 2004, the Compangredtinto an Indemnification and
Compensation Agreement with each of Messrs. Kétahber and Morag. In consideration for serving agember of the Special Committee,
the Company has agreed pursuant to the terms dfideennification and Compensation Agreement, amathgr things, to indemnify and
hold harmless each Director with respect to higiseron, and any matter or transaction consideyedhie Special Committee to the fullest
extent authorized or permitted by law. A copy a& tbrm of this Indemnification and Compensation @égmnent is attached as Exhibit 10j to
this Report.

On September 3, 2007, the Stock OptionGamipensation Committee of the Board approved thetgpursuant to the Company’s 2000
Incentive Plan to each of Eitan Haber, Yehuda Kamii Menahem Morag, the Company’s non-employeetdirg, an option to purchase
90,000 shares of the Company'’s Class A Stock. #the foregoing options have an exercise price5o8% per share and will vest in equal
installments beginning on December 12, 2007 ant #aee month anniversary thereafter. Additionalig exercise price of these options
may only be paid by the holders by having the Campaithhold from the underlying option stock thenmher of shares having a fair market
value equal to the exercise price.

Director Compensation
For Fiscal Year Ended December 31, 2007

Option ®
Fees Paid Award
Name in Cash ($) $) Total ($)
Yehuda Karni?@®)(®) 46,50( 53,72( 100,22(
Menahem Morad?®)®) 25,50( 53,72( 79,22(
Eitan Habef2(3)(®) 27,00( 53,72( 80,72(
Leo Malamud®(®) 7,50C 17,74¢ 25,24¢
Dr. Yossi Yerushalm(®®) 12,00( 47,32¢ 59,32¢
Dr. Nimrod Novik("(®) 12,00( 106,49( 118,49(

Jack Bigio 6,00( - 6,00(



(1) Represents the compensation cost in 2007 iordance with SFAS 123(R) for stock options.

(2) In fiscal year 2007, Messrs. Karni, Morag arabEr were each granted an option to purchase 98(td}@s of our Class A Stock, each
with a grant date fair value of $204,598. In fis2@06, Messrs. Karni, Morag and Haber were eachtgdeain option to purchase 30,000
shares of our Class A Stock, each with a grant fdat@alue of $70.993.

(3) In fiscal 2002, Messrs. Karni and Haber wereghegranted an option to purchase 15,000 sharegralass A Stock, each with a grant d
fair value of $24,299.

(4) In fiscal 2004, Mr. Morag was granted an optiopurchase 15,000 shares of our Class A Stoc¢k, awrant date fair value of $31,935.

(5) In fiscal 2006, Mr. Malamud was granted an aptio purchase 30,000 shares of our Class A Staith,a grant date fair value of $70,993.
In fiscal 2002, Mr. Malamud was granted an optioparchase 150,000 shares of our Class A Stock,avifrant date fair value of $242,994.

(6) In fiscal 2006, Mr. Yerushalmi was granted gtian to purchase 80,000 shares of our Class AkSteith a grant date fair value of
$189,315. In fiscal 2002, Mr. Yerushalmi was grdraie option to purchase 100,000 shares of our @&wck, with a grant date fair value
of $161,996.

(7) In fiscal 2006, Mr. Novik was granted an opttorpurchase 180,000 shares of our Class A Stoith,axgrant date fair value of $425,960.

(8) On December 12, 2006, the Stock Option and Gmsgtion Committee of the Board approved the gpamsuant to the Company’s 2000
Incentive Plan to (i) Yosef A. Maiman an optionpiarchase 250,000 shares of the Company’s Clase&k %) Nimrod Novik an option to
purchase 180,000 shares of the Company’s Clase&k Siii) Joseph Yerushalmi an option to purch@8#00 options, (iv) Leo Malamud an
option to purchase 30,000 shares of the Compang'ss@®\ Stock and (v) each of Eitan Haber, Yehudakand Menahem Morag, the
Company’s non-employee directors, an option to Ipase 30,000 shares of the Compar@lass A Stock. All of the foregoing options hawn
exercise price of $5.06 per share and will vestgnal installments beginning on March 12, 2007 eaxch three month anniversary thereafter.
Additionally, the exercise price of these optiorsynonly be paid by the holders by having the Comgpaithhold from the underlying option
stock the number of shares having a fair marketevabjual to the exercise price.
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The following table sets forth certain infation regarding stock options granted to purclaseClass A Stock to our directors during
the fiscal year ended December 31, 2007.

2007

Eitan Haber (1 90,00(
Yehuda Karni (1 90,00(
Menahem Morag (2 90,00(

(1) Director since August 16, 2002.
(2) Director since January 27, 2004.
Stock Option Plar

In March 1998, the Board approved a LongaT ncentive Plan (“1998 Plan”) permitting the giiag of options to all employees,
officers, directors and consultants of the Compamy its subsidiaries to purchase up to an aggredat@0,000 shares of Class A Stock. The
1998 Plan was approved by a majority of the Comisastyareholders at the June 19, 1998 annual meetisigareholders. The 1998 Plan
remains in effect for a period of ten years. A©etember 31, 2006, no options of the 1998 Plamatganding.

On February 15, 2000, the Compensation Cittesrapproved a new Incentive Plan (2000 Planfider which the Company has
reserved 4 million shares of Class A Stock, pemgtthe granting of options to all employees, @f&and directors. The 2000 Plan was
approved by the Board of Directors at a meeting bel March 27, 2000 and was approved by a majofitie Companys shareholders at tl
June 29, 2000 annual meeting of shareholders. T6@ Rlan remains in effect for a period of ten geass of December 31, 2007, 2,434,500
options of the 2000 Plan are outstanding.

The options granted under the 1998 Plantla@@000 Plan (collectively, t¥Plan") may be either incentive stock options, at an ese



price to be determined by the Compensation Comeniite not less than 100% of the fair market valiugh® underlying options on the date
grant, or non-incentive stock options, at an esergirice to be determined by the Compensation CtseniThe Compensation Committee
may also grant, at its discretion, “restricted kfotdividend equivalent awards,” which entitle thecipient to receive dividends in the form of
Class A Stock, cash or a combination of both amactsappreciation rights,” which permit the recifti¢o receive an amount in the form of
Class A Stock, cash or a combination of both, etutie number of shares of Class A Stock witheesm which the rights are exercised
multiplied by the excess of the fair market vali¢he Class A Stock on the exercise date over xeecese price. The options granted under
the Plans were granted either at market value aveab

Under each of the Plans, all granted bueated options become immediately exercisable tipoccurrence of a change in control of
the Company. Prior to January 1, 2006, the Compangunted for all plans under APB Opinion No. 2&jer which no compensation costs
were incurred in the years ended December 31, 286842005. If compensation cost for the options utiteabove Plans had been
determined in accordance with SFAS No. 123, the @omy’'s net income (loss) would have been ($6.8anijland ($19.0 million) for the
years 2005 and 2004, respective

Effective January 1, 2006, the Company &etbSFAS No. 123R SFAS No. 123R, which revises SRAS123, and supersedes
Accounting Principles Board (“APB”) Opinion No. 25FAS No. 123R requires the cost of all share-basgcents to employees, including
grants of employee stock options, to be recogniiz¢le financial statements based on their fainealat grant date, over the requisite service
period. For the year ended December 31, 2007 tinep@oy recorded $782,000 as compensation expenses.
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COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTI CIPATION

The current members of Compensation Coramitre Mr. Yehuda Karni, Mr. Eitan Haber and Mr.nslleem Morag, none of whom is
officer or employee or former officer or employdetttee Company. During 2007, no executive officetrad Company served on the
compensation committee or the Board of Directorarafther entity whose executive officer(s) servedhe Company’s Compensation
Committee for the Board of Directors.

Effective as of September 19, 2006, therBa@termined that Mr. Yosef A. Maiman, our Presidend CEO, shall be responsible for (i)
determining the annual base salary and non-eqaigdbannual bonuses for all executive officersefatiian the Chief Executive Officer) and
for (ii) recommending to the Board director commim and benefit programs. The Stock Option anch@mnsation Committee shall
continue to be responsible for (i) administering @ption Plans and determining the officers andéwmaployees who are to be granted options
under the Option Plans and the number of shargsaub such options and (ii) determining the antaase salary and non-equity based
annual bonus for Mr. Maiman in his capacity as @han, President and Chief Executive Officer. Mr.ildan also may attend and participate
in meetings of the Stock Option Committee.

COMPENSATION COMMITTEE REPORT

The Stock Option and Compensation CommaétestYosef A. Maiman have reviewed and discussedCttmpensation Discussion and
Analysis required by Regulation S-K, Item 402(b)hwinanagement. Based on the review and discussfersed to in the preceding
sentence, the Stock Option and Compensation Copwratid Yosef A. Maiman recommended to the boadirettors that the Compensation
Discussion and Analysis be included in this Report.

Yehuda Karni
Eitan Harber
Menahem Morag
Yosef A. Maiman

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Equity Compensation Plan Information @

Number of securities
remaining available
for future issuance

Number of securities under equity
to be issued Weighted-average compensation plans
upon exercise of exercise price of (excluding securities
outstanding options, outstanding options, reflected in column
Plan category warrants and rights warrants and rights (@)

(CY (b) ©



Equity compensation plans approved by seci

holders 2,434,501 4.C
Equity compensation plans not approvec

security holder N/A N/A

Total 2,434,501 4.C

(1) Allinformation provided as of December 31, 20

2,434,50(2)

N/A

2,434,501

(2) The number of securities remaining available foufe issuance under 1998 Plan is 388,000. The nuaiflsecurities remainir

available for future issuance under 2000 Plan188,625.
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PRINCIPAL SHAREHOLDERS OF AMPAL

The following table sets forth informatias of March 5, 2008, as to the holders known to Almagho beneficially own more than 5% of
the Class A Stock, the only outstanding seriesotifig securities of Ampal. As of March 5, 2008, réhavere 57,702,532 (not including

treasury shares) shares of Class A Stock of Ampistanding.

Security Ownership of Certain Beneficial Owne

Number of Shares
Name and Address and Nature
of Beneficial Owner Title of Class of Beneficial Ownership

Percent
of Outstanding
Shares of
Class A Stock

Di-Rapallo Holdings Ltd., o
33 Havazelet Hasharon S

Herzliya, Israe Class A Stocl 9,650,13W

De-Majorca Holdings Ltd., o
33 Havazelet Hasharon £

Herzliya, Israe Class A Stocl 18,850,15®@

Yosef A. Maimar
Y.M. Noy Investments Ltd., c
33 Havazelet Hasharon S

Herzliya, Israe Class A Stocl 33,304,79MRE)

Ohad Maimar
Y.M. Noy Investments Ltd., ¢
33 Havazelet Hasharon <

Herzliya, Israe Class A Stocl 28,500,28 W)

Noa Maimar
Y.M. Noy Investments Ltd., c
33 Havazelet Hasharon S

Herzliya, Israe Class A Stocl 28,500,28 D@

Yoav Maiman
Y.M. Noy Investments Ltd., ¢
33 Havazelet Hasharon ¢

Herzliya, Israe Class A Stocl 28,500,282

Merhav M.N.F. Ltd.
33 Havazelet Hasharon <

Herzliya, Israe Class A Stocl 4,476,38@

Clal Finance Ltd

16.72%

32.61%

57.3%

49.3%

49.3%

49.3%

7.7¢%



and

Clal Insurance Enterprises Holdings L
37 Menachem Begin S

Tel-Aviv 65220, Israe Class A Stocl 3,326,90®) 5.7¢%

1)

)

Consists of 9,650,132 shares of Class A Shed#t directly by Di-Rapallo Holdings Ltd. Yosef Maiman owns 100% of the
economic shares and one-fourth of the voting shafrBs-Rapallo Holdings Ltd. In addition, Mr. Maimeholds an option to
acquire the remaining three quarters of the vaiimayres of Di-Rapallo Holdings Ltd. (which are cathg owned by Ohad
Maiman, Noa Maiman and Yoav Maiman, the son, dargimd son, respectively, of Mr. Maima

Consists of 18,850,153 shares of Class AkKStedtd directly by De-Majorca Holdings Ltd. Yosef Maiman owns 100% of the
economic shares and one-fourth of the voting shafrB&-Majorca Holdings Ltd. In addition, Mr. Maiménolds an option to
acquire the remaining three quarters of the vatimagres of De-Majorca Holdings Ltd. (which are cotiseowned by Ohad
Maiman, Noa Maiman and Yoav Maiman, the son, dargimd son, respectively, of Mr. Maima
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©)

(4)
(%)

Includes 328,125 shares of Class A Stock dyidg options which are currently exercisable pereisable within 60 days of
March 5, 2008, by Mr. Maiman and 4,476,389 shaf&lass A Stock held directly by Merhav M.N.F Lidosef A. Maiman
owns 100% of Merhav M.N.F Lt

Yosef A. Maiman owns 100% of Merhav M.N.F L

Consists of 276,092 shares of Class A Staeeieficially owned by Clal Finance Ltd. (“Clal Firaaf), of which 145,515 shares
of Class A Stock are held for its own account; 850,813 shares of Class A Stock beneficially ame Clal Insurance
Enterprises Holdings Ltd. (“Clal”), of which (i) 290,895 shares of Class A Stock are held for mesntfethe public through,
among others, provident funds, mutual funds, penfiinds and insurance policies, which are managesuibsidiaries of Clal,
each of which subsidiaries operates under indepgmdanagement and makes independent voting andtmeet decisions, (i
182 shares of Class A Stock are held by unaffilidbérd-party client accounts managed by Clal FagaBatucha Investment
Management Ltd. (“CFB”) as portfolio managers, eattvhich subsidiaries operates under independamagement and
makes investment decisions independent of Clahaischo voting power in such client accounts, aiijdb89,736 shares of
Class A Stock are beneficially held for its own @aat.

Clal Finance is a majority owned subsidiary of Clirough Clal Finance’s wholly owned subsidiar{B; Clal may be
deemed to beneficially own 182 Common Stock (thEBGhares”). Clal may be deemed to beneficially anraggregate of
3,050,813 Common Stock (the “Clal Shares”). The &Hares are included in the Clal Shares. Clahmjrity owned
subsidiary of IDB Development Corporation Ltd.,laraeli public corporation (“IDB Development”). Bgason of IDB
Development’s control of Clal, IDB Development magy deemed to be the beneficial owner of, and toesth@ power to vote
and dispose of, the shares of Class A Stock owredfirially by Clal. IDB Development is a majorityvned subsidiary of ID
Holding Corporation Ltd., an Israeli public corptioa (“IDB Holding”). By reason of IDB Holding’s aarol (through IDB
Development) of Clal, IDB Holding may be deemedddaial owner of, and to share the power to vote dispose of, the
shares of Class A Stock owned beneficially by Q¥il. Nochi Dankner, Mrs. Shelly Bergman, Mrs. Rianor and Mr.
Avraham Livnat may, by reason of their interestsaimd relationships among them with respect to, Haiiding, be deemed to
control the corporations referred to in this fodtn@y reason of the control of IDB Holding by No&wankner, Shelly
Bergman, Ruth Manor and Avraham Livnat, and thati@hs among them, Nochi Dankner, Shelly BergmanhRianor and
Avraham Livnat may each be deemed beneficial owfeand to share the power to vote and disposthefshares of Class A
Stock owned beneficially by Cle

The information regarding the holdings of Clal Fina and Clal, and the beneficial ownership therisdfased upon a Schedule
13G filed by Clal with the SEC on February 14, 2C

Security Ownership of Managemel

The following table sets forth informatias of March 5, 2008 as to each class of equityrigesiof Ampal or any of its subsidiaries

beneficially owned by each director and named etkezwfficer of Ampal listed in the Summary Compatisn Table and by all directors and
named executive officers of Ampal as a group. Athership is direct unless otherwise noted. Theetdblkes not include directors or named
executive officers who do not own any such shares:

Name

Number of Shares and Percent of
Nature of Beneficial Outstanding
Ownership Shares of

of Class A Stock Class A Stock

Yosef Maimar 33,304,79W@ 56.16%



Irit Eluz 323,50 *

Yoram Firon 234,75 *
Amit Mantsur 71,1242 *
Leo Malamuc 159,371@ *
Dr. Joseph Yerushalr 125,00(® *
Dr. Nimrod Novik 56,252 *
Eitan Habe 63,75(@ *
Yehuda Karn 63,75(@ *
Menahem Moray 63,75 *
Giora Ba-Nir 89,75(@ *
Jack Bigio 150,00(® *
All Directors and Executive Officers as a Grc 34,705,79@ 58.54%
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* Represents less than 1% of the class of secui

@ Attributable to 9,650,132, 18,850,153 and 4,476 8&%res of Class A Stock held directly by Di-Rap#&lbldings Ltd., De-Majorca
Holdings Ltd. and Merhav M.N.F Ltd., respectiveBee “Security Ownership of Certain Beneficial Ovaiem addition, this
represents 328,125 shares underlying options faelfaiman which are presently exercisable or eésabte within 60 days of March

5 2008.
@ Represents shares underlying options which areptlysexercisable or exercisable within 60 dayMafch 5, 2008.
ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS, AND DIRECTOR INDEPENDENCE

On December 25, 2007, Ampal entered int®@ption Agreement (the “Option Agreement”) with Max M.N.F. Ltd. providing Ampal
with the option to acquire up to a 35% equity iestrin a sugarcane ethanol production project‘@ngject”) in Colombia being developed
Merhav M.N.F. Ltd. The option expires on the earieEDecember 25, 2008 or the date on which bgtM&rhav M.N.F. Ltd. has obtained
third-party debt financing for the Project and &) unaffiliated third party holds at least a 25§aity interest in the Project. The Option
Agreement provides that the purchase price foriaigyest in the Project purchased by Ampal purst@tiie Option Agreement will be (A)
with respect to any portion of such interest bguogchased by conversion of the outstanding balahtiee Promissory Note referred to bel
the lesser of (i) a price based on a currentlyedjk@luation model as updated from time to timeeflect changes in project, financing and
other similar costs (the “Valuation Model”) as sugidates are reviewed by Houlihan Lokey Howard &iduFinancial Advisors, Inc. at the
time of the option’s exercise or (ii) the lowesicprpaid by any unaffiliated third party for anéngst in the Project, or (B) with respect to any
portion of such interest in the Project being pasdd in excess of the balance of the Promissorg, Mg lowest price paid by an unaffiliated
third party for its interest in the Project, unlessunaffiliated third party has purchased an ggem the Project, in which case the purchase
price will be based on the Valuation Model.

Ampal has loaned Merhav M.N.F. Ltd. $10limil to fund the purchase of the 11,000 hectarggaperty in Colombia required for
growing sugarcane and the construction of an ethaoduction facility for the Project, pursuantad®romissory Note, dated as of December
25, 2007, by Merhav M.N.F. Ltd. in favor of Amp#hé “Promissory Note”). Ampal has agreed to advanzé an additional $10 million to
fund the Project pursuant to the Promissory Noke [ban bears interest at an annual rate equdBOR plus 2.25%, and will be convertible
into all or a portion of the equity interest purskd pursuant to the option.

As security for the loan, Merhav M.N.F. Liths pledged to Ampal, pursuant to a pledge agretrdated December 25, 2007, between
Merhav M.N.F. Ltd. and Ampal, all of the sharesfofipal’'s Class A Stock, par value $1.00 per shansmenl by Merhav.

Yosef A. Maiman, the Chairman, President @&EO of Ampal and a member of the controlling shatders group of Ampal, is the sole
owner of Merhav M.N.F. Ltd. Because of the foregpiglationship, a special committee of the Boar®inéctors composed of Ampal’s
independent directors negotiated and approvedansdction. Houlihan Lokey Howard & Zukin Finandfalvisors, Inc., which has been
retained as financial advisor to the special cortamjtadvised the special committee on this traimwact

On November 29, 2007, Ampal and IIF, legdargroup of institutional Investors, purchased3#linterest in EMG, through Merhav
Ampal Energy Holdings, LP, an Israeli limited pantship (the “Joint Venture”), from Merhav M.N.F.d.tfor a purchase price of
approximately $95.4 million, using funds providedthe Investors. In addition to the Joint Ventunelschase from Merhav M.N.F. Ltd.,
Ampal contributed into the Joint Venture an addiéib4.3% interest in EMG already held by Ampal. Toet Venture now holds a total of
8.6% of the outstanding shares of EMG. Ampal’s dbation was valued at the same price per EMG sharhe Joint Venture’s purchase.
This amount is equivalent to the purchase pricea(per share basis) paid by Ampal for its Decen2066 purchase of EMG shares from
Merhav M.N.F. Ltd., which was accounted for asamsfer of assets between entities under commomatpwhich resulted in Merhav M.N.|
Ltd. transferring the investment in EMG to Ampaktatrying value. Due to the nature of Merhav M.NLfé.' s operations, Merhav M.N.|



Ltd. would be treated as an investment company ud&GAAP, and as such, the carrying value of tivestment in EMG would equal fair
value. On this basis, the said investment in EMG transferred to Ampal at carrying value, whictoaguals fair value.

The Company’s Financial Statements refet6.8% interest in shares of EMG, with 8.2% hétdatly and 8.6% held through the Joint
Venture (of which Ampal owns 50%).

On September 20, 2007, Merhav M.N.F. Ligtreised its option to convert the outstanding fiedaof $20.8 million (which includes
accrued interest of $0.8 million) on the convediptomissory note issued to it as partial constierdor the purchase of a 5.9% interest in
EMG by Ampal in December 20086, into 4,476,389 shafeClass A Stock of Ampal. The issuance of ti#@,389 shares underlying the
Convertible Promissory Note received the approt#he shareholders of the Company on February 07 28s required by the marketplace
rules of the NASDAQ Global Market.
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Yosef A. Maiman, the Chairman, President @&O of the Company and a member of the contgpBimareholder group of the Compe
is the sole owner of Merhav M.N.F. Ltd.

Review and Approval of Transactions with Managememid Others

Pursuant to its written charter and thekagnlace rules of the NASDAQ Global Market, the Ku@ommittee must review with
management and approve all transactions or coofsesaling with parties related to the Companyddtermining whether to approve a
related person transaction, the Audit Committe¢ aaihsider a number of factors including whether thlated person transaction is on terms
and conditions no less favorable to us than masoregbly be expected in arm’s-length transactiornis wnrelated parties. The Audit
Committee has the authority to engage indepenéeat,|financial and other advisors. A special cottemiof the Board of Directors
composed of the Company’s independent directors, aléo constitute all of the members of the ComjgmAudit Committee, has reviewed
and approved the terms of each of the transactiessribed above.

Director Independenct

Because a “group” of shareholders (as @dfimder Rule 13d-5(b)(1) of the Securities Exclafaet of 1934, as amended) consisting of
Yosef A. Maiman, Ohad Maiman, Noa Maiman, and Ybtiman, and the companies Merhav M.N.F. Ltd., Dgdvtaa Holdings Ltd. and
Di-Rapallo Holdings Ltd. beneficially owns more tha0% of the voting power in the Company, the Comyda deemed to be a “controlled
company”under the rules of the NASDAQ Global Market. A®ault, we are exempt from the NASDAQ rules thatineglisted companies
have (i) a majority of independent directors onBoard of Directors, (ii) a compensation commita@e nominating committee composed
solely of independent directors, (iii) the compeimsaof executive officers determined by a majodfithe independent directors or a
compensation committee composed solely of indeperdieectors and (iv) a majority of the independéin¢éctors or a nominating committee
composed solely of independent directors elecekoommend director nominees for selection by therdo&Directors. The Company has an
Audit Committee of the Board consisting of Mes#tarni, Haber and Morag, each of whom is an indepahdirector as defined under the
rules of the National Association of Securities [Bes Inc. and the rules promulgated by the Sdesrénd Exchange Commission. Other than
the members of the Audit Committee, there are herahdependent directors that serve on the Bofdrectors.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES.

AUDIT FEES. The fees of Kesselman & KessainfKesselman”) CPA (ISR) for professional sergicendered for the audit of the
Company’s annual financial statements for the figears ended December 31, 2007 and December 86,8t reviewing the financial
statements included in the Company’s quarterly mspm Form 10-Q were $ 477,000 and $276,000, otisdy.

AUDIT — RELATED FEES . Kesselman's fees &udit related services for the fiscal year endeddinber 31, 2007 was $44,000. There
was no audit-related fees for the fiscal year eridecember 31, 2006.

TAX FEES. Kesselman'’s tax fees for thedlsears ended December 31, 2007 and DecembefB6, ®ere $ 53,665 and $205,000,
respectively.

ALL OTHER FEES — Kesselman'’s fees for otbetvices for the fiscal years ended December @17 2nd December 31, 2006, were
$309,142 and $316,500, respectively

All of the services provided to Ampal byrquincipal accounting firm described above undher ¢aptions “Audit Fees”, “Tax Fees” and
“All Other Fees” were approved by Ampal’s Audit Conittee. The Audit Committee has determined thatémeering of professional
services described above by Kesselman is compatitilemaintaining the audit’s independenci



Audit Committee Pre-Approval Policies

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

Our Audit Committee requires that our inglegient auditor, in conjunction with our Chief Fin&h Officer, be responsible for seeking
pre-approval for providing services to us and #rat request for pre-approval must inform the A@bhimmittee about each service to be
provided and must provide detail as to the paricservice to be provided.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) The following documents are filed as a pathef report:
Page
Reference
(1) Financial Statements and Supplementary |
Ampa-American Israel Corporation and Subsidia
Report of Independent Registered Public AccourfEing 1
Consolidated Balance Sheets as of December 31, &00)200¢ 3
Consolidated Statements of Operations for the yeragded December 31, 2007, 2006 and z 5
Consolidated Statements of Cash Flows for the yeailed December 31, 2007, 2006 and Z 6
Consolidated Statements of Changes in Shareholgguity for the years ended December 31, 2007, 20@6200¢ 9
Consolidated Statements of Comprehensive Incomiéoyears ended December 31, 2007, 2006 and
(included as part of the Statements of Changesameholders' Equity for the respective ye: 9
Notes to Consolidated Financial Statem 12
Supplementary Dat
28 of
annual
Selected quarterly financial datatfer years ended December 31, 2007 and . report

(2) Financial Statement Schedules

(i) Schedule of Representative Rates of Exchantedss the U.S. dollar and New Israeli Shekel foe¢hyears ended December 31,
2007:

Representative Rates of Exchange
Between the U.S. dollar and the New Israeli Shekel
For the Three Years Ended December 31, 2007

The following table shows the amount of New Isr&tlekels equivalent to one U.S. dollar on the dattisated (or the nearest date
thereto, if the exchange rate was not publicizethahdate)

2007 2006 2005




March 31 4.15¢ 4.66¢ 4.361

June 3( 4.24¢ 4.44( 4.57¢
September 3 4.01: 4.30z 4.59¢
December 3: 3.84¢ 4.22¢ 4.60¢

(i) Consolidated financial statements filed pursti@ Rule 3-09 of Regulation S-X:

Bay Heart Ltd.

Report of Certified Public Accountants

Consolidated Balance Sheets as at December 31,82@DB005

Consolidated Statements of Income for the years@icember 31, 2006, 2005 and 2004

Consolidated Statements of Changes in Shareholgigu#ty for the years ended December 31, 2006, 20052004
Consolidated Statements of Cash Flows for the ysalled December 31, 2006, 2005 and 2004

Notes to Financial Statemer

49

Coral World International Ltd.

Report of Certified Public Accountants

Consolidated Balance Sheets as at December 31,82@DB005

Consolidated Statements of Income for the yearseimcember 31, 2006, 2005 and 2004

Consolidated Statements of Changes in Shareholgigu#ty for the years ended December 31, 2006, 20052004
Consolidated Statements of Cash Flows for the yaaded December 31, 2006, 2005 and 2004

Notes to Financial Statemer

Ophir Holdings Ltd.

Report of Certified Public Accountants

Consolidated Balance Sheets as at December 31,82@DB005

Consolidated Statements of Income for the years@icember 31, 2006, 2005 and 2004

Consolidated Statements of Changes in Shareholeiguity for the years ended December 31, 2006, 20052004
Consolidated Statements of Cash Flows for the yeaidled December 31, 2006, 2005 and 2004

Notes to Financial Statemer

Ophirtech Ltd.

Report of Certified Public Accountants

Consolidated Balance Sheets as at December 31,82@D8004

Consolidated Statements of Income for the yearseiicember 31, 2005, 2004 and 2003

Consolidated Statements of Changes in Shareholeigusty for the years ended December 31, 2005, 20@42003
Consolidated Statements of Cash Flows for the yeaded December 31, 2005, 2004 and 2003

Notes to Financial Statemer

(iii) Reports of Other Certified Public Accountarfiled pursuant to Rule 2-05 of Regulation S-X:

Bay Heart Ltd.

Carmel Container Systems Ltd.

C.D Packaging System Ltd.

Eurochem Maritime B.V.

Chem Tankers Management B.V.

Hod Hasharon Sport Center Ltd.

Hod Hasharon Sport Center (1992) Limited Partner

Exhibit 2 — Plan of Acquisition, Reorganization, Arangement, Liquidation or Succession

2a.

2b.

Purchase and Sale Agreement, dated Janua®®8, letween Ampal Communications, Inc. and Mot f@bmmunications Israel Ltd.
(Includes as Exhibit A the form of Partnership Agrent between Ampal Communications, Inc. and MddoBmmmunications Israel
Ltd. and as Exhibit B the form of Shareholdekgreement between Ampal Communications, Inc. antbkéta Communications Isre
Ltd.) (Filed as Exhibit 2 to a Current Report oniAdB-K, dated February 5, 1998, and incorporatedihéy reference, File No. 0-
538.)

Amendment, dated January 22, 1998, to (i) PurchadeSale Agreement, dated January 5, 1998, betwagial Communications, In
and Motorola Communications Israel Ltd., (ii) Parship Agreement between Ampal Communications,dnd. Motorola
Communications Israel Ltd. and (iii) form of Shap&ders’ Agreement between Ampal Communications, ame Motorola



Communications Israel Ltd. (Filed as Exhibit 2at@urrent Report on Form 8-K, dated February 58188d incorporated herein by
reference, File No.-538.)

Exhibit 3 — Articles of Incorporation and By-Laws

3a. Amended and Restated Certificate of Incorpmmati AmpalAmerican Israel Corporation, dated May 28, 1991e(Fas Exhibit 3a. t
Form 1(-Q, for the quarter ended June 30, 1997 and incatpdterein by reference, File N~5380).

3b.  Certificate of Amendment of Certificate of Imporation, dated July 18, 2006 (Filed as Exhililt t®. Form 8-K, filed with the SEC on
July 19, 2006, and incorporated herein by refergl

3c.  Certificate of Amendment of Certificate of Imporation, dated July 18, 2006 (Filed as Exhililt t®. Form 8-K, filed with the SEC on
July 19, 2006, and incorporated herein by refergl
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3d. Certificate of Amendment of Certificate of Imporation, dated February 7, 2007 (Filed as Exldbkitto Form S-3, filed with
the SEC on February 28, 2007, and incorporatedrnbyereference)

3e. By-Laws of Ampal-American Israel Corporationaasended, dated February 14, 2002 (incorporatadfleyence to Exhibit 3b.
of Ampal's Form 1-K filed on March 27, 2002,

Exhibit 4 — Instruments Defining the Rights of Secrity Holders, Including Indentures

4a. Form of Indenture dated as of November 1, 1@dled as Exhibit 4a. to Registration Statement R88582 and incorporated
herein by reference

4b. Form of Indenture dated as of May 1, 1986e(Fds Exhibit 4a. to Pre-Effective Amendment Nt Registration Statement
No. 3:-5578 and incorporated herein by referen

4c. English translation of the original Hebrew laage Trust Deed dated November 20, 2006 betweeraAAmperican Israel
Corporation and Hermetic Trust (1975) Ltd. for deffering. (Filed as Exhibit 4c to Report on ForfK for the fiscal year
ended December 31, 2006, File No. -00538)

Exhibit 10 — Material Contracts

10a. Agreement, dated March 22, 1993, betweemthestment Company of Bank Leumi, Ltd., and Ophitdtays Ltd., Mercazim
Investments Ltd., Diur B.P. Ltd. and Mivnat Holdggtd. (Filed as Exhibit 10.4 to Pre-Effective Andement No. 1 to
Registration Statement No.-51023 and incorporated herein by referen

10b. Agreement, dated March 30, 1994, between mdalrestments Ltd., Ampal (Israel) Ltd. and Ampaduistries (Israel) Ltd.
(Translation). (Filed as Exhibit 10I, to Form 10fdt the fiscal year ended December 31, 1994 anarjparated herein by
reference, File No.-538).

10c. Loan Agreement, dated April 27, 1998, betwBank Hapoalim Ltd. and Ampal Communications Limiteartnership (Filed as
Exhibit 10.1 to Report on Form -Q for the quarter ended June 30, 1998, File I-538).

10d. Form of Loan Agreement between Ampal Commuitica Limited Partnership and Bank Leumi Le-IsiaeM. (Filed as
Exhibit 10.2 to Report on Form -Q for the quarter ended June 30, 1998, File I-538).

10e. Sale and Purchase Agreement, dated NovemB608, between Ampal Realty Corporation and Se@2@dLLC. (Filed as
Exhibit 101 to Form 1-K for the fiscal year ended December 31, 2002, [Rde 00(-00538).

10f. The Company’s 1998 Long-Term Incentive PlaifefFas Exhibit A to the Company’s Proxy Statenfenthe 1998 Annual
Meeting of Shareholders)

10g. The Company’s 2000 Incentive Plan (Filed aexdnbit to the Company’s Proxy Statement for td@@Annual Meeting of
Shareholders).

10h. Amendment to the Company’s 1998 Long Termritice Plan adopted by the Board of Directors onrérety 14, 2002.* (Filed

as Exhibit 10h to the report on Form 10K. Filedvdarch 27, 2003)

10i. Amendment to the Company’s 2000 Incentive Ridopted by the Board of Directors on February2D02.* (Filed as Exhibit
10i to the report on Form 10K. Filed on March 203032).



10j. Compensation and Indemnification Agreementedias of December 13, 2004, between Ampal-Ameligael Corporation
and each of Mr. Yehuda Karni, Mr. Eitan Haber and Menachem Morag. (Filed as Exhibit 10j to thea@n Form 10K.
Filed on March 15, 2005

10k. Stock Option Cancellation Agreement, datedfdéovember 30, 2004, between Ampal-American Is€miporation and Dafna
Sharir. (Filed as Exhibit 10k to the report on FdfK. Filed on March 15, 200%

101 Omnibus Agreement, dated as of December 15 2@&tween Merhav Ampal Energy Ltd. and Merhav M.NLtd. (Filed as
Exhibit 10l to the report on Form 10K filed on Mar29, 2006)

10m. Stock Purchase and Indemnification Agreendated as of August 30, 2005, by and among Motdso&eli Ltd., Ampal
Communications Limited Partnership and MIRS Comroations Ltd. (Filed as Exhibit 99.1 of Formk8{iled with the SEC o
October 3, 2005, and incorporated herein by refap

10n. Form of Option Agreement pursuant to the 20@@ntive Plan (Filed as Exhibit 99.1 of Form 8fied with the SEC on
October 11, 2005, and incorporated herein by rafee

100. Form of Option Agreement for December 12, 2006 granrsuant to the 2000 Incentive Plan. (Filed dsitit 100 to Report ¢
Form 1(-K for the fiscal year ended December 31, 2006, Ride 00(-00538)
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10p. Stock Purchase Agreement between Merhav Ampal Erddgand Merhav M.N.F. Ltd., dated August 1, 2(B8ed as Exhibi
10 of Form K, filed with the SEC on August 3, 2006, an incagied herein by reference

10q. Stock Purchase Agreement between Merhav AEpaigy Ltd. and Merhav M.N.F. Ltd., dated Novem®&r 2006 (Filed as
Exhibit 10.1 to Form -K, filed with the SEC on December 1, 2006, and ipoocated herein by referenc

10r. Agreement of Certain Shareholders between 8eftmpal Energy Ltd. and Merhav M.N.F. Ltd. datedigiist 1, 2006. (Filed
as Exhibit 10r to Report on Form-K for the fiscal year ended December 31, 2006, Rde 00(-00538)

10s. Form of Convertible Promissory Note betweerpARAmerican Israel Corporation and Merhav M.N.H.L(Filed as Exhibit
10.2 to Form -K, filed with the SEC on December 1, 2006, and ipooated herein by referenc

10t. Form of Securities Purchase Agreement, degexf Blovember 28, 2006, between Ampal-AmericanelsGorporation and
certain investors (Filed as Exhibit 10.1 K, filed with the SEC on January 3, 2007, and ipooated herein by referenc

10u. Form of Warrant Agreement, dated as of Dece@®e2006, between Ampal-American Israel Corporatind certain investors
(Filed as Exhibit 10.2 of-K, filed with the SEC on January 3, 2007, and ipooated herein by referenc

10v. Form of Registration Rights Agreement, datedfaDecember 28, 2006, between Ampal-Americarel<€arporation and
certain investors (Filed as Exhibit 10.3 K, filed with the SEC on January 3, 2007, and ipooated herein by referenc

10w. Share Sale and Purchase Agreements dated 2)&p@6, between Ampal-American Israel Corporatind Red Sea
Underwater Observatory Ltd. for the sale of Coralrly International Ltd. shares and Ted Sea Marihldoldings 1973 Ltd.
(Filed as Exhibit 10w to Report on Form-K for the fiscal year ended December 31, 2006, [Rde 00(-00538)

10x. English translation of the original Hebrewdaage Form of Employment Agreement for each of ¥8sélaiman, Jack Bigio,
Irit Eluz, Yoram Firon and Amit Mantsur.* (Filed &xhibit 10x to Report on Form 1Kfor the fiscal year ended December
2006, File No. 00-00538)

10y. English translation of the original Hebrewdaage Employment Agreement for Giora Bar-Nir.*(Bikes Exhibit 10y to Report
on Form 1K for the fiscal year ended December 31, 2006, [Rde 00(-00538)

10z. English translation of the original Hebrewdaage Employment Agreement for Ofer Gilboa (incoaped by reference to
Exhibit 10x. of Ampe’'s Form 1K filed on April 2, 2007).*

10aa. Understanding for the Repayment of a Foreign Ceayrdimoan between Bank Hapoalim BM and Ampal (Israéd). Dated April
26, 2007 (Filed as Exhibit 10.1 to Report on Fof-Q, filed with the SEC on May 15, 200°

10bb. Letter of Understanding between Bank Hapo&8iWhand Ampal Israel (Ltd), dated April 26 2007 1€ as Exhibit 10.2 to
Report on Form 1-Q, filed with the SEC on May 15, 200°

10cc. Letter of Understanding between Bank Hapo&lihand Ampal American Israel Corporation, datediAp6 2007 (Filed as



Exhibit 10.3 to Report on Form -Q, filed with the SEC on May 15, 200°

10dd. Agreement among Ampal Industries Inc., Phokloldings Ltd. and Golden Meybar (2007) Ltd., dafelly 10, 2007 (Filed as
Exhibit 10.2 to Form 1-Q, filed with the SEC on August 8, 2007, and incogted herein by referenci

10ee. Agreement between Merhav Ampal Energy Ltd.Netherlands Industrial Chemical Enterprises Bddted November 20,
2007, to purchase a 65.5% controlling interest@&@ Chemical Tankers and Terminals |

10ff. Credit Facility between Merhav Ampal EnergylLand Israel Discount Bank Ltd., dated Novem!&r2007, for the funding of
the Gadot transactio

10gg. Option Agreement between the Company and &evhN.F. Ltd., dated December 25, 2007, providimgpal with the option
to acquire up to a 35% equity interest in a suga@thanol production project in Colomk

10hh. Promissory Note, dated as of December 25, 200K)dmav M.N.F. Ltd. in favor of Ampa

10ii. Pledge Agreement, dated December 25, 2007, betiedmav M.N.F. Ltd. and Ampa

* Management contract, compensatory plan or arnmegeé.
Exhibit 11 — Statement re Computation of Earnings Br Share
Exhibit 12 — Statement re Computation of Ratios

Exhibit 21 — Subsidiaries of the Registrant
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Exhibit 23 — Consents of Experts and Counsel:

23.1 Kesselman & Kesselman CPAs (Isr) A member of PratevhouseCoopers International Limi E-23.1
23.2 Brightman Almagor & Co., Certified Public AccountarA member firm of Deloitte Touche Tohma E-23.2
23.3 Kost Forer Gabbay & Kasierer Member of Ernst & Yguslobal E-23.3
23.4 Kesselman & Kesselman CPAs (Isr) A member of PratevhouseCoopers International Limi E-23.4
23.5 Mazars Paardekooper Hoffman Accountants E-23.5
23.6 Fahn, Kanne & Co. Certified Public Accountants.jl E-23.6
23.7 Mazars Paardekooper Hoffman Accountants E-23.7
23.8 KPMG Somekh Chaikin, Certified Public Accounta E-23.8
23.9 KPMG Somekh Chaikin, Certified Public Accounta E-23.9
23.10 Kesselman & Kesselman CPAs (Isr) A member of PradevhouseCoopers International Limi E-23.10
23.11 Kesselman & Kesselman CPAs (Isr) A member of PratevhouseCoopers International Limi E-23.11

Exhibit 31.1 — Certification of Yosef A. Maiman pursuant to Section 302 of the Sarbanes-Oxley Act 00@2
Exhibit 31.2 — Certification of Irit Eluz pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

Exhibit 32.1 — Certification of Yosef A. Maiman pursuant to 18 U.S.C. Section 1350, as adopted purstian Section 906 of the
Sarbanes-Oxley Act of 2002.

Exhibit 32.2 — Certification of Irit Eluz pursuant to 18 U.S.C. Section 1350, as adopted pursuant tection 906 of the Sarbanes-Oxley
Act of 2002.
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Securities Exchange Act of 1934amended, the Registrant has duly caused
this Report to be signed on its behalf by the usideed, thereunto duly authorized, on thé"day of March, 2008.

AMPAL-AMERICAN ISRAEL CORPORATION

By: /s/ YOSEF A. MAIMAN

Yosef A. Maiman, Chief Executive
Officer and President (Principal Executive Offic

Pursuant to the requirements of the Seeariixchange Act of 1934, as amended, this Reaarbben signed below by the following
persons on behalf of the Registrant and in theapsa indicated on March 17, 2008.

Signatures Title Date

/sl YOSEF A. MAIMAN Chairman of the Board of March 17, 2008
Directors, President & CEO

Yosef A. Maimar

/sl LEO MALAMUD Director March 17, 2008

Leo Malamuc

/s/ DR. JOSEPH YERUSHALMI Director March 17, 2008

Dr. Joseph Yerushalr

/s/ DR. NIMROD NOVIK Director March 17, 2008

Dr. Nimrod Novik

/s/ JACK BIGIO Director March 17, 2008
Jack Bigio
/sl YEHUDA KARNI Director March 17, 2008

Yehuda Karn

/s/ EITAN HABER Director March 17, 2008
Eitan Habe!
/sl MENAHEM MORAG Director March 17, 2008

Menahem Moray

/sl IRIT ELUZ CFO, Senior Vice President March 17, 2008
- Finance and Treasurer
Irit Eluz (Principal Financial Officer
/sl GIORA BAR - NIR VP Accounting & Controller March 17, 2008

(Principal Accounting Officer)
Giora Ba-Nir
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FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
Report of Independent Registered Public Accountindrirm

To the Board of Directors and Shareholders of
Ampal-American Israel Corporation

In our opinion, based on our audits and the reploother auditors, the accompanying consolidatddrua sheets and the related consolidated
statements of operations, cash flows, changesarebblders’ equity present fairly, in all materespects, the financial position of Ampal-
American Israel Corporation and subsidiaries (Berfipany”) at December 31, 2007 and 2006, and thdtseof their operations and their
cash flows for each of the three years in the plezinded December 31, 2007, in conformity with actiog principles generally accepted in
the United States of America. Also in our opinibe Company maintained, in all material respecfectéfe internal control over financial
reporting as of December 31, 2007, based on aitsiablished in Internal Control — Integrated Fraork issued by the Committee of
Sponsoring Organizations of the Treadway Commis€BDSO). The Company’s management is responsiblinése financial statements,
for maintaining effective internal control overdimcial reporting and for its assessment of thecgtfeness of internal control over financial
reporting, included in Management’s Report on imiiControl over Financial Reporting appearing uritlam 9(A) of the 2007 Annual

Report to Shareholders. Our responsibility is tpregs opinions on these financial statements antdleo@ompany’s internal control over
financial reporting based on our audit which wasnaegrated audit in 2007. We did not audit theficial statements of certain affiliated
companies, the which statements reflect total asfef7,417 thousands and $1,262 thousands asceifieer 31, 2007 and 2006,
respectively, and total share in equity incomegjas ($1,581), $1,620 and $88 for each of thedlyears in the period ended December 31,
2007. The financial statements of those affiliatethpanies were audited by other auditors whoseatrépereon has been furnished to us, and
our opinion on the financial statements expressedih, insofar as it relates to the amounts indude those companies, is based solely on
the report of the other auditors. We conductedamaiits in accordance with the standards of thei®@admpany Accounting Oversight Board
(United States). Those standards require that s @hd perform the audits to obtain reasonableasse about whether the financial
statements are free of material misstatement amdh&h effective internal control over financial ogfing was maintained in all material
respects. Our audits of the financial statememsided examining, on a test basis, evidence suipgdtie amounts and disclosures in the
financial statements, assessing the accountingiptas used and significant estimates made by neanagt, and evaluating the overall
financial statement presentation. Our audit ofrimaécontrol over financial reporting included abtag an understanding of internal control
over financial reporting, assessing the risk thattaderial weakness exists, and testing and evatyéte design and operating effectiveness of
internal control based on the assessed risk. Qditsaaiso included performing such other procedasewe considered necessary in the
circumstances. We believe that our audits andapert of other auditors provide a reasonable Hasigur opinions.

As discussed in Note 1 to the consolidated findrst&ements, in 2007 the Company changed the mammdnich it accounts for income tax
uncertainties and in 2006 the Company changed #raear in which it accounts for stoblased compensation and defined benefit pensio
other postretirement plans.

A company'’s internal control over financial repogiis a process designed to provide reasonablesassuregarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordanttiegenerally accepted accounting
principles. A company'’s internal control over fircgal reporting includes those policies and proceduhat (i) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (i) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; anda(ibiyide reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use, or disposition of the companygseds that could have a material effect on then@iizé statements.
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Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @¢taisstatements. Also, projections of any
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadegjbecause of changes in conditions, or
that the degree of compliance with the policieprocedures may deteriorate.

As described in Management’s Report on Internalt@biover Financial Reporting, management has eladuGadot Chemical Tankers and
Terminals Ltd. from its assessment of internal sa@rdver financial reporting as of December 31, 20@cause it was acquired by the
Company in a purchase business combination on Dieeeg) 2007.

/sl Kesselman & Kesselman Certified Public Accontgdlsr.)
A member of PricewaterhouseCoopers Internatiormaited

Tel Aviv, Israel
March 17, 2008

AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

Assets As At

December 31, December 31,
2007 2006

(U.S. Dollars in thousands)

Current asset:

Cash and cash equivalel $ 44267 $ 36,73
Marketable securities (Note 22,45¢ 38C
Account receivabli 106,66! -
Deposits, notes and loans receive 13,73: 3,40z
Inventories 28,92¢ -
Other asset 23,16¢ 4,047
Total current asse 239,22( 44,56
Non-current asset:
Investments (Notes 2, 3and 1 371,79 265,23t
Fixed assets, less accumulated depreciation 08$36d $17,055 (Note 73,00% 71,88
Deposits, notes and loans receive 3,73¢ 6,80¢
Deferred ta» 11,63: 10,39¢
Other asset 15,557 2,801
Goodwill (Note 5) 50,40¢ -
Intangible assets (Note 9,43: -
Total Nor-current assel 535,56¢ 357,12:
TOTAL ASSETS $ 774,78¢ % 401,68:

The accompanying notes are an integral part oktheasolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS



LIABILITIES
Current liabilities:
Notes and loans payable and current maturitiesg(M¥
Convertible note to related party (Note :
Accounts payable, accrued expenses and others @)l
Deposits from tenan

Total current liabilitie

Long term liabilities:

Notes and loans payable (Note
Debentures (Note ¢

Deposits from tenan

Deferred tay

Other long term liabilities (Note ¢

Total long term liabilitie

Commitments and Contingencies (note
Total liabilities

Minority interests, net (Note 1!
SHAREHOLDERS' EQUITY(Note 11)

Class A Stock $1 par value; authorized 100,00043@060,000,000 shares; isst
63,277,321 and 46,328,429 shares; outstanding 3,53D and 40,753,640 sha

Receipt on account of unallocated sh:
Additional paic-in capital

Warrants

Retained earning

Accumulated other comprehensive |

Treasury stock, at co

Total shareholders' equi

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities and Shareho
Equity As At

Iders'

December 31, December 31,

2007

2006

(U.S. Dollars in thousand
amounts per share d

s except
ata)

$ 136,61 $ 26,37:
- 20,00
73,76¢ 6,85(
- 1,16€
210,38: 54,38¢
187,40 18,61¢
79,35( 59,17:
— 53,81

3,27¢ 974
12,76( 3,14(
282,79( 135,71
493,17 190,10
23,20¢ 2,76¢
63,27 46,32¢
- 40,00(
189,89¢ 126,94!
30¢

47,93: 40,16¢
(14,827 (17,059
(27,879 (27,879
258,41 208,81
$ 77478 $ 401,68

The accompanying notes are an integral part oktheasolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS

Fiscal Year Ended December 31,



REVENUES:

Chemical incomt

Real estate incorr

Equity in earnings (losses) of affiliates (Note
Realized gains on investments (Note

Realized and unrealized gains on marketable sexs
Gain on sale of fixed assets (Note

Interest incomt

Leisure-time income

Other income

Total revenue

EXPENSES:

Chemical expens

Real estate expens

Realized losses on investments (Not

Loss from impairment of investments & real estéteté 3)
Interest expens

Translation (gain) los

Marketing expens

Other (mainly general and administrati

Total expense

Loss before income tax
Provision for income taxes (tax benefits) (Note

Loss after income taxes (tax benef
Minority interests in profits of subsidiaries, 1

Loss from continuing operatiol
Discontinued operatiot

Gain disposal, net of te
Loss from operation of discontinued, net of

Net income (loss) for the ye

Basic and diluted EPS (Note 1.
Loss from continuing operatio
Discontinued operatior

Shares used in calculation (in thousat

2007

2006

2005

(U.S. Dollars in thousands, except per share data)

28,54t $ - S -
- 237 232
(1,529) 1,61( 6,66¢
552 5,38¢ -
172 1,12¢ 3,20¢
3,37¢ 2,18¢ s
3,95¢ 1,47¢ 1,567
2,53( 2,167 2,20¢
18¢ 352 7,642
37,79 14,54 21,51¢
26,22( - -
- 272 311
5 1,01€ 2,73t
57t - 13,98¢
10,12: 4,32¢ 4,421
3,08¢ (1,256) 2,60:
71¢ - -
14,69° 13,54¢ 10,95"
55,42 17,90¢ 35,01
(17,627 (3,364) (13,497
(5,625) 2,58¢ (2,909)
(12,00%) (5,949 (10,589
(1,57€) (78) 4,667
(13,579 (6,027) (5,916)
21,76:
(417) (1,060) (42)
21,34 (1,060) (42)
7,766 $ (7,089 $ (5,95¢)
(0.26) (0.35) (0.31)
0.4z (0.085) -
0.1€ $ 0.40 $ (0.31)
51,36: 24,10¢ 19,96°

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activitie
Net income (loss

Adjustments to reconcile net income (loss) to @ehcprovided by (used il

operating activities

Equity in losses (earnings) of affiliat

Realized and unrealized gains on investments
Gain on disposal of discontinued operations, nét
Gain on sale of fixed asse

Depreciation expens

Income from amortization of tenants depo
Impairment of investmen

Non cash stock based compensa

Interest on convertible note to related p:

Minority interests in profits of subsidiaries, 1
Translation (gain) los

Decrease (increase) in other as:

Increase (decrease) in accounts payable, accryseshgas and oth
Investments made in trading securi

Proceeds from sale of trading securi

Dividends received from affiliate

Net cash (used in) provided by operating activi

Cash flows from investing activitie
Deposits, notes and loans receivable colle
Deposits, notes and loans receivable gra
Capital improvement
Investments made in Gadot, net of c@sh
Investments made in EMG, affiliates and ott
Proceeds from disposal of investmel
Affiliate and other:
Proceeds from sale of Am-H&l ,net
Proceeds from sale of fixed ass

Net cash (used in) provided by investing activi

Fiscal Year Ended December 31,

2007 2006 2005
(U.S. Dollars in thousands)
7,766 $ (7,087) $ (5,95¢)
1,527 (1,610 (6,66€)
(725) (5,496) (469)
(21,767
(3,376 (2,186) ~
1,361 1,967 1,97¢
(677) (1,747 (1,876)
57¢ -- 13,98
782 72C --
81t -- --
1,427 (339 (4,467)
2,967 (303) 2,22(
(17,387 4,19¢ 13,42¢
8,53¢ 1,81% 6,96¢
(23,809) (49,99)) (12,86¢)
18,02: 89,62: 32,59¢
18t 217 4,33t
(23,766 29,77 43,20:
3,64: -- 2,872
(10,000) (10,00)) (1,024
(1,179) (1,430) (9,889
(78,159
(105,099 (123,03) (30,622
5,64: 23,37 75,35¢
27,71¢ - -
7,69¢ 3,80( -
(149,73Y) (107,28 36,69¢

The accompanying notes are an integral part oktheasolidated financial statements.

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

Cash flows from financing activitie

Fiscal Year Ended December 31,

2007

2006

2005

(U.S. Dollars in thousands)




Proceeds from notes and loans payable is

Proceeds from long term loan from partnership niinc
Notes and loans payable rep

Proceeds from exercise of stock options and wa
Debentures repai

Proceeds from issuance of shares,

Proceeds from issuance of debenti

Deferred expense relating to issuance of deben
Contribution (distribution) to partnership by miitgrinterests
Dividends paid on preferred sto

Net cash provided by (used) in financing activi
Effect of exchange rate changes on cash and casvadmnts

Net increase in cash and cash equival
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of

Supplemental Disclosure of Cash Flow InformatiosiCpaid during the yes
Interest

Income taxes pai

Supplemental Disclosure of N-Cash investing and financing activi

Consideration for sale of an investment recordectlasr asset

Consideration for sale of fixed assets recordeatlzsr asset

Capital improvement recorded as account pay

Investment made in consideration for sale of sheap#al

Investment made in investee by issuance of promjissme payabl

Marketable securities received as consideratiosdt® of an investme

Dividend in kind from an affiliat

Dividend from an equity investment recorded as pleaccounts in previous peri

Conversion of promissory note to class A st

Issuance of shares for cash receipt on previous

Conversion of preferred stock to class A st

(D Assets and liabilities purchased in Ga- see Note :

$ 103,13 $ 6,01 $ 8,86¢
95,42¢ 16€ 2,05(
(37,000 (11,210 (78,87%)
17,99; 55C 251
- - (2,029)
- 36,66¢ -
- 57,97¢ -
- (1,607) -
13C - (3,567)
- (2,339 (197)
179,68 86,22¢ (73,48¢)
1,34¢ 3,69¢ 281
7,53¢ 12,41¢ 6,69¢
36,73: 24,31 17,61¢
$ 44267 $ 3673 $ 24,31
9,46¢ 2,96¢ 2,53¢
$ 68 $ 66 $ 68
30C 41€ -
80C -
86¢ -
88,96¢ -
20,00 -
- - 3,31¢
- - 7,08¢
5,06( -
20,81¢
40,00(
2,111 -




(@ Assets and liabilities disposed of in the sal&wi-Hal discontinued operation:
Current assets (net of cash and cash egquits)

Fixed asse
Deferred ta

Debit

Deposits from tenan
Current liabilities
Minority interes

Difference from translatic
Gain on disposal of A-Hal

Proceeds from sale of ~Hal

The accompanying notes are an integral part oktheasolidated financial statements.
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2,97¢
69,78
7,651
(15,29%)
(53,717)
(2,979
(2,526)

21,76:

27,71F

BALANCE AT JANUARY 1,
2007

CHANGES DURING 2007
Net income

Adjustment upon adoption
FIN 48

Change in deferred te

asset relating to adoptic

of FIN 48

Unrealized gain fron
marketable securitie
Foreign currenc
translation adjustmen
Release of foreign curren
translation adjustmel
relating to disposal ¢
subsidiary and affiliate

Total comprehensive incon
Shares issued fc
investment mad

Shares issued upt
conversion of convertibl
note

Compensation expen

AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Class A stock

(U.S. Dollars in thousands)

Receipt
on
account Accumulated

Number of Additional other Total
of unallocated paid in Retained comprehensive  Treasury sharehold
shares* Amount shares capital Warrants earnings  income (loss) stock equity
46,32¢  46,32¢ 40,00C 126,94! 30€ 40,16t (17,059 (27,879 208,81:
7,76¢€ 7,76€
(2,000) (2,000)
2,00( 2,00(
(43) (43)
71C 71C
1,571 1,571
10,00¢
8,60: 8,60: (40,000 31,39 -
4,47¢ 4,47¢ 16,33¢ 20,81¢



recognized under SFAS 12! 783 78¢
Issuance of shares f
exercise of Warrani 3,87( 3,87( - 14,43t (30¢) 17,997

BALANCE AT DECEMBER 31,
2007 63,277 63,27 - 189,89¢ - 47,937 (14,82) (27,87) 258,41

*In thousands
The accompanying notes are an integral part obtheadensed consolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

(U.S. Dollars in thousands)

4 % Preferred  6.5% Preferred

Class A stock stock stock
Accumulated
Number Number Receipt on other
account of Additional comprehensive Total

Number of of unallocated paid in Retained Treasury sharehold

of shares Amount shares Amount shares Amount  shares capital Warrants earnings income (loss)  stock equity
BALANCE AT JANUARY 1,2006 25,827 25,82} 114 571 641 3,201 - 58,25: - 51,22: (19,519 (30,699 88,86¢
CHANGES DURING 2006
Net loss (7,087) (7,087
Other comprehensiv
income (loss)
Foreign currenc'
translatior
adjustmentt 2,67¢ 2,67¢
Unrealized gain ol
marketable securitie 10¢ 10¢
Sale of availabl
for sale securitie (32€) (326)

Total comprehensiv

loss (4,62¢)
Conversion o

110,848 4% preferre

stock and 518,88

6.5% preferred stoc

into Class A stocl 2,111 2,111 (111) (554 (519 (2,599 1,031 -
Elimination of

treasury stocl 3) a7 (@122 (613) (1,307 1,937 -
Shares issued f

investment mad 10,24¢  10,24¢ 40,00( 38,717 88,96¢
Shares issued ai

warrants in ¢

private placemer 8,14: 8,14: 28,21¢ 308 36,66¢
Compensation expen

recognized unde

SFAS 123F 72C 72C
Reissuance ¢

176,250 treasur

stock for exercis

of stock option: (332 882 55C
Dividend
- 4% Preferred stoc (28¢5) (28E)
- 6.5 Preferred stoc (2,047 (2,049
BALANCE AT DECEMBER
31, 200€ 46,32¢  46,32¢ - - - - 40,00( 126,94! 308 40,16¢ (17,059 (27,874  208,81:
I I I LI | I I I I I I I I

The accompanying notes are an integral part oktheasolidated financial statemer



10

AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

(U.S. Dollars in thousands)

6.5%

4 % preferred preferred
Class A stock stock stock
Accumulated
other
Number Number Number Additional comprehensive Total
of of of paid in Retained income Treasury  shareholders
shares Amount shares Amount shares Amount capital earnings (loss) stock equity
BALANCE AT JANUARY
1, 2005 25,71F 25,71t 124 62C 66z 3,311 58,21: 57,52¢ (14,277 (31,09¢) 100,01:
CHANGES DURING 2005
Net loss (5,95¢) (5,95¢)
Other comprehensive incor
(loss):
Foreign currency translatic
adjustment: 34¢ 34¢
Unrealized loss on
marketable
securities (1,472 (1,477)
Sale of available for sa
securities (4,129) (4,127)
Total comprehensive ot (11,209
Conversion of 9,826 4¢
preferred stock and 20,796 6.t
preferred stock into Class
stock 112 112 (20 (49 (2) (109 41 -
Reissuance of 80,625
treasury
stock for exercise of stoc
options (152 402 251
Dividends :
4% preferred stock, $0.2 p
share (22 (22
6.5% preferred stock, $0.3:
per share (169 (169)
BALANCE AT
DECEMBER 31, 200! 25,827 25,82% 114 571 641 3,207 58,25: 51,22¢ (19,51§ (30,699 88,86¢

The accompanying notes are an integral part oktheasolidated financial statements.
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AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Summary of Significant Accounting Policies



(@ General

(1) Ampal-American Israel Corporation is a Newrk aorporation founded in 1942. The Company pritgacquires interests in
businesses located in the State of Israel or tealiseae-related.

(2)  Asused in these financial statements, tira the “Company” refers to Ampal-American Israelr@aration (“Ampal”) and its
consolidated subsidiaries. As to segment informagiec” Note 17".

(3) The consolidated financial statements arpamed in accordance with accounting principals galyeaccepted in the United
States of Americe

(4)  The preparation of financial statements infoamity with generally accepted accounting pritegrequires management to
make estimates and assumptions that affect thetespamounts of assets and liabilities, disclosdireontingent assets and
liabilities at the date of the financial statemeamsl the reported amounts of revenues and expdoseg the reporting period.
Actual results could differ from those estimai

(b) Consolidation

The consolidated financial statements ithelthe accounts of Ampal and its controlled andonitgjowned entities. Inter-company
transactions and balances are eliminated in cafetain.

(¢)  Translation of Financial Statement in Foreign Currencies

For those subsidiaries and affiliates whosetional currency is other than the US Dollasets and liabilities are translated using year-
end rates of exchange. Revenues and expensearskated at the average rates of exchange durnggetdr. Translation differences of those
foreign companies’ financial statements are rediddh the cumulative translation adjustment accowtich are included in accumulated
other comprehensive income (loss).

In subsidiaries where the primary curreische U.S. Dollar, accounts maintained in curresdther than the U.S. Dollar are remeasurec
into U.S. Dollars using the representative foradgnhange rate at the balance sheet date. Opefaimrwunts and nonmonetary balance sheet
accounts are measured and recorded at the raffedh & the date of the transaction. The effe€f®ereign currency remeasurement are
reported in current operations.

(d)  Foreign Exchange Forward Contracts

The Company’s derivative financial instrurtseconsist of foreign currency forward exchangatiaxts. These contracts are utilized by
the Company, from time to time, to manage risk expe to movements in foreign exchange rates. Nbtieese contracts qualify for hedge
accounting. These contracts are recognized assawskdbilities on the balance sheet at their ¥aiue, which is the estimated amount at
which they could be settled based on market paceealer quotes, where available, or based ompgrimodels. Changes in fair value are
recognized currently in earnings.

At December 31, 2007, the Company had dpezign exchange forward contracts to purchase Ddars and sell Euros in the amount
of $9 million.

(e) Investments

0] Investments in Affiliate:

Investments in which the Company exercisgsificant influence, generally 20% to 50% ownedhpanies (“affiliates”), are accounted
for by the equity method, whereby the Company recss its proportionate share of such companigsheeme or loss and in other
comprehensive income its proportional share instegion difference on net investments and in otloenprehensive income (loss). The
Company reduces the carrying value of its investrirean affiliate if an impairment in value of thavestment is deemed to be other than
temporary.

(i)  Cost Basis Investmen
Equity investments of less than 20% in paidicly traded companies are carried at cost stiltfeimpairment.
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(i)  Investments in Marketable Securit



Marketable equity securities, other thanitygsecurities accounted for by the equity mettard, reported based upon quoted market
prices of the securities. For those securitiesciviare classified as trading securities, realizetiunrealized gains and losses are reported in
the statements of operations. Unrealized gaindaasgs net of taxes from those securities thatlassified as available-for-sale, are reported
as a separate component of shareholders’ equitarmnihicluded in accumulated other comprehensisene (loss) until realized. Decreases
in value determined to be other than temporarywailable-for-sale securities are included in treesnents of income (loss).

® Business combination:

Business combinations have been accountaasfng the purchase method of accounting. Urfteptirchase method of accounting the
results of operations of the acquired businesinateded from the date of acquisition. The costa@juiring companies, including
transactions costs, have been allocated to therlyimdenet assets of each acquired company in ptioto their respective fair values. Any
excess of the purchase price over estimated faiesaf the identifiable net assets acquired has lbecorded as goodwill.

(@) Inventories

Inventories — mainly chemicals and othetamals intended for sale, are valued at the losfeost or market. Cost is determined based
on the moving average basis.

(h)  Risk Factors and Concentrations

Financial instruments that subject the Canypto credit risk consist primarily of cash, casfuivalents, bank deposits, marketable
securities and notes and loans receivable. The @oyipvests cash equivalents and short-term invasisrthrough high-quality financial
institutions. The Company’s management believesttigacredit risk in respect of these balance®igmaterial.

The company performs ongoing credit evadumat of its receivables allowance for doubtful agus.
0] Long - Lived Assets
The assets are recorded at cost, depregiditese costs over the expected useful life ofdleted assets.

Fixed assets of subsidiaries which existetthe time of the subsidiagyacquisition by the company, are included at tfadirvalue as the
date.

Financial expenses incurred during the tanton period have been capitalized to the cogh@land and building.

The Company applies the provisions of SIS 144 “Accounting for the Impairment or DisposélLong-Lived assets” (“SFAS 144").
SFAS 144 requires that long-lived assets, to bé &etl used by an entity, be reviewed for impairmérgnever events or changes in
circumstances indicate that the carrying amouthefassets may not be recoverable. Under SFASflt#h, sum of the expected future cash
flows (undiscounted and without interest chargé$he long-lived assets is less than the carrymgunt of such assets, an impairment loss
would be recognized, and the assets are writtemdowheir estimated fair values.

()] Discontinued operations

Under SFAS 144, when a component of ayerats defined in SFAS 144, has been disposed isfdassified as held for sale, the res
of its operations, including the gain or loss andisposal should be classified as discontinuedadipes. That is, provided that the operations,
assets and liabilities and cash flows of the corepbhave been eliminated from the Comparggnsolidated operations and the Company
no longer have any significant continuing involvernia the operations of the component. In 2007Gbenpany sold its interest in Am-Hal, a
wholly owned subsidiary, and classified Am-Hal &cdntinued operations.

(k)  Fixed assets

(i) These assets are stated at cost. Eigselts of subsidiaries, which existed at the tifieeosubsidiary’s acquisition by the Company,
are included at their fair value as of that date.

(ii) Depreciation is computed by the sthaiine method, on the basis of the estimated ldigdof the assets.
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Annual rates of depreciation are as follc



%

Ships 7-9

Trailers 33.3

Land --

Real estat 61/2

Storage tanker 31/3

Vehicles 33.3

Equipment 6-33
*

Rental improvemer

* As per the rental years remaining.

Leasehold improvements are amortized bystieght-line method over the term of the lead@ctvis shorter than the estimated useful
life of the improvements.

(iii) Ships are depreciated over theirrastied economic lives. For the purpose of computiegdepreciation, an estimation of the sah
value was deducted from the depreciable base cftips.

(iv) Vehicles leased by the companies umagital leases are presented as the companiessasx are recorded, at the inception of the
lease, at the lower of the asset’s fair value ertesent value of the minimum lease paymentsiifichitding the financial component).

()] Goodwill and Other Intangible Assets

In accordance with SFAS No. 142, "Goodwaiid Other Intangible Assets," goodwill is not arized but is subject to impairment tests
annually on December 31 or more often when evantgrcumstances indicate that the carrying amofigpodwill may not be recoverable.
goodwill impairment loss is recognized to the ekt carrying amount of goodwill exceeds the imglfair value of goodwill. In accordan
with SFAS 144, the Company assesses intangiblésassigject to amortization, when events or circamss indicate that the carrying
amount of those assets may not be recoverable inmgiats of intangible assets are recognized whertdhrying value of the assets are less
than the expected cash flows of the assets on disanunted basis. All amortizable assets are arsattbver their estimated useful lives.

(m) Income Taxes

The Company applies the asset and liabitigghod of accounting for income taxes, wherebgefl taxes are recognized for the tax
consequences of “temporary differencbg’applying estimated future tax effects of diffezes between financial statements carrying amc
and the tax bases of existing assets and liakilibeferred tax assets are created to the extemageaent believes that it is more likely than
not that it will be utilized, otherwise a valuatiegnprovided for those assets that do not qualifgar this term.

The Company does not record deferred inc@axes on undistributed earnings of foreign subsies adjusted for translation effect since
such earnings are currently expected to be perntigremvested outside the United States. As ofddaioer 31, 2007 and 2006 there were no
undistributed earnings of foreign subsidiaries.

Income taxes are provided on equity in g of affiliates, gains on issuance of shareaffijfates and unrealized gains on investme
Ampal’s foreign subsidiaries file separate tax mesuand provide for taxes accordingly.

On January 1, 2007, the Company adoptegrtivdsions of FASB Interpretation No. 48, “Accoimg for Uncertainty in Income Taxes,
an Interpretation of FASB Statement No. 109" (“F4BI'). FIN 48 provides recognition criteria and ated measurement model for tax
positions taken by companies. In accordance with48, a tax position is a position in a previoudlgd tax return or a position expected to
be taken in a future tax filing that is reflectedmeasuring current or deferred income tax assetdiabilities. Tax positions are recognized
only when it is more likely than not (likelihoodegter than 50 percent), based on technical mérdsthe position will be sustained upon
examination. Tax positions that meet the more yikiean not threshold are measured using a probabiéighted approach as the largest
amount of tax benefit that is greater than 50 pdriikely of being realized upon settlement.
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(n)  Revenue Recognition

The Company recognizes revenue in accosdatith Staff Accounting Bulletin (SAB) No. 104 — ERenue Recognition”. Revenue is
recognized when there is persuasive evidence aframgement, the fee is fixed or determinableyvdefi has occurred and the Company



determined that collection of the fee is probable.

Rental income is recorded over the rergailopl. Revenues from services provided to tenamscauntry-club subscribers are recognized
ratably over the contractual period or as servicegerformed. Revenue from amortization of tedapisits is calculated at a fixed periodic
rate based on the specific terms in the occupagmeament signed with the tenants.

Chemical income is measured at the faueaif the consideration received or the considanatiat the Company is entitled to receive,
taking into account trade discounts and/or bulkalimts granted by the Company.

Revenue from sale of goods is recognizeendil the following conditions have been satisfigg the significant risks and rewards of
ownership of the goods have been transferred tbukier; (b) the Company retains neither continutranagerial involvement to the degree
usually associated with ownership nor effectivetarover the goods sold; (c) the amount of revecaurg be measured reliably; (d) it is
probable that the economic benefits associatedthvithransaction will flow to the Company and (& tosts incurred or to be incurred in
respect of the transaction can be measured reliably

The Company recognized revenues arising fiee provision of marine transport services prapoally over the period of the marine
transport services. As to voyages uncompleted iictwé loss is expected, a full provision is madéhimamount of the expected loss.

Revenue from the provision of servicesiognized by reference to the stage of completidheotransaction at the balance sheet date,
and only when the stage of completion of the tretisa at the balance sheet date can be measuiablyel

Revenues from chemical brokerage commissiwe recognized when the right to receive theeneiated.
(0) Cash and Cash Equivalent:

Cash equivalents are short-term, highlyiignvestments that have original maturity datehoee months or less and that are readily
convertible into cash.

Cash equal to $12.0 million has been plased compensating balance for various loans pedvid the Company.
(p)  Earning (loss) per share (EPS)

Basic and diluted net earning (loss) parslare presented in accordance with SFAS No. Ea8nings per share” (“SFAS No. 12&hd
with EITF 03-06 “participating securities and theotclass method under FAS 128". In 2007, 2006 &b 2all outstanding stock options for
2006 and 2005 and also the preferred shares havedxeluded from the calculation of the dilutedslpsr share because all such securitie
anti-dilutive for these periods presented. Alsatipgating 4% Convertible Preferred Stock was tiaden into account in the computation of
the basic EPS in 2006 and 2005, since its sharetsottb not have contractual obligation to shat@énosses of the Company.

(g0 Comprehensive Income

SFAS No. 130, “Reporting Comprehensive inet, (“SFAS No. 130”) established standards forréygorting and display of
comprehensive income (loss), its components andhaakated balances in a full set of general purfiosscial statements. The Company’s
components of comprehensive income (loss) arewetie (losses), net unrealized gains or lossesaitable for sale investments and
foreign currency translation adjustments, whichm@esented net of income taxes.

(9] Employee Stock Based Compensatic

Effective January 1, 2006, the Company &etbSFAS No. 123R, using the Modified Prospectiyppmach. SFAS No. 123R revises
SFAS No. 123, “Accounting for Stock-Based Compensat(“SFAS No. 123") and supersedes AccountingBiples Board (“APB")
Opinion No. 25, “Accounting for Stock Issued to Hoyees” (“APB No. 25”"). SFAS No. 123R requires tst of all share-based payments
to employees, including grants of employee stodioop, to be recognized in the financial stateméated on their fair values at grant date,
or the date of later modification, over the reqeisiervice period. In addition, SFAS No. 123R resgiunrecognized cost (based on the
amounts previously disclosed in the pro forma fotgrdisclosure) related to options vesting afterdhte of initial adoption to be recognized
in the financial statements over the remaining igtgiservice period.

Under the Modified Prospective Approacle &mount of compensation cost recognized inclu@lesompensation cost for all share-
based payments granted prior to, but not yet vesstaaf January 1, 2006, based on the grant datteafaie estimated in accordance with the
provisions of SFAS No. 123 and (ii) compensatiostdor all share-based payments that will be gistébsequent to January 1, 2006, based
on the grant date fair value estimated in accorelavith the provisions of SFAS No. 123R. Upon adaptithe Company recognizes the stock
based compensation of previously granted sharedlgstéons and new share-based options under thiglstiline method over the requisite
service period.
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The Company has applied the provisionsAB 207 in its adoption of SFAS 123R. The Compargommizes no income tax benefit on
its stock compensation expense and will not be tabldilize them to offset future income taxes.

Prior to January 1, 2006, the Company actzlifor the stock-based compensation plans inrdaoce with the provisions of APB
No. 25, as permitted by SFAS No. 123, and accolylidigl not recognize compensation expense for stgdions since the exercise price v
equal to the market price of the underlying stoctha date of grant. If compensation cost for thgams under the plans in effect been
determined in accordance with SFAS No. 123, the @omw's net income (loss) and EPS for the year 2088d have been reduced as
follows:

Year ended December 31,
2005
(In thousands, except
per share data)

Net loss from continuing operations, as reported $ (5,91¢)
Less- stock based compensation expense determined faidealue methot (874)
Pro forma, net loss from continuing operatir (6,790

Basic and diluted EPS:
As reportedD(@) $ (0.31)
Pro forma®)(@) $ (0.35)

(@) After deduction of accrued Preferred Stock Dividefi®191 thousands.

() The effect of the conversion of the 4% and 6.5%ePred Stock was excluded from the basic and dil&®ES calculation due to its anti-
dilutive effect.

(s)  Treasury stock

These shares are presented as a reduétshiam@holders’ equity at their cost to the Compdie Company does not have a policy to
repurchase its shares.

® Newly Issued and Recently Adopted Accounting Pronoxcements
SFAS No. 157 — Fair Value Measurements

In September 2006, the FASB issued SFASING, “Fair Value Measurements” (“SFAS 157"), whimlovides guidance on how to
measure assets and liabilities that use fair v&8&AS 157 will apply whenever another US GAAP staddequires (or permits) assets or
liabilities to be measured at fair value but doesexpand the use of fair value to any new circamsts. This standard also will require
additional disclosures in both annual and quarteshorts. SFAS 157 will be effective for fiscal yedeginning after November 15, 2007
(January 1, 2008 for the Company). In February 2608FASB deferred for one additional year thedff/e date of SFAS 157 for all
nonfinancial assets and nonfinancial liabilitiessept those that are recognized or disclosed mvé&due in the financial statements on a
recurring basis (at least annually). The Compartpisently evaluating the impact, if any, the admpbf SFAS 157 will have on its financial
statements.

FAS No. 15 The Fair Value Option for Financial Assets andéafcial Liabilities

In February 2007, the FASB issued FAS 1%Be Fair Value Option for Financial Assets anddfinial Liabilities” (“FASB 159”). This
standard permits entities to choose to measure firvzamycial assets and financial liabilities at faaue. Unrealized gains and losses on items
for which the fair value option has been electedraported in earnings. As applicable to Ampak gtatement will be effective as of the year
beginning January 1, 2008. Ampal is currently eaihg the impact that the adoption of FAS 159 wddgte on its consolidated financial
statements.

16




SFAS No. 141R — Business Combinations

In December 2007, the FASB issued SFASIMG. (revised 2007), “Business Combinations” (“SFAR R") which replaces SFAS
No. 141,"Business Combination’'SFAS 141R establishes the principles and requir&fenhow an acquirer: (1) recognizes and measui
its financial statements the identifiable assetpiaied, the liabilities assumed, and any noncoliiginterest in the acquiree; (2) recognizes
and measures the goodwill acquired in the busioeswination or a gain from a bargain purchase;(8hdiscloses the business combination.
This Statement applies to all transactions in wiaigtentity obtains control of one or more busingseluding transactions that occur with
the transfer of any type of consideration. SFASR.4dll be effective on a prospective basis fortalsiness combinations on or after
January 1, 2009, with the exception of the accogrfior valuation allowances on deferred taxes amgliiaed tax contingencies. Early
adoption is not allowed. The Company is in proacdssvaluating the impact, if any, the adoption 6% 141R will have on the Company’s
consolidated results of operations or financialifpms

SFAS No. 160 — Noncontrolling Interests in Consaéd Financial Statements

In December 2007, the FASB issued SFAS160.“Noncontrolling Interests in Consolidated Fioiah Statements—an amendment of
ARB No. 51" (“SFAS 160"). SFAS 160 amends ARB Na. &nd establishes accounting and reporting staadaad require noncontrolling
interests (previously referred to as minority iet} to be reported as a component of equity, awmimga parens’ ownership interest while tl
parent retains its controlling interest be accodifite as equity transactions, and upon a loss ofroh retained ownership interest will be
remeasured at fair value, with any gain or lossge@zed in earnings. SFAS 160 will be effectivetfoe Company commencing January 1,
2009, except for the presentation and disclosugeirements, which will be applied retrospectivéarly adoption is not allowed. The
Company is in process of evaluating the impadcinif, that the adoption of SFAS 160 will have on@uwenpany’s consolidated results of
operations or financial position.

SAB No. 110

In December 2007, the SEC issued Staff Anting Bulletin No. 110 (“SAB 110"), relating toetuse of a “simplified” method in
developing an estimate of the expected term ofifiptanilla” share options. SAB 107 previously alkavthe use of the simplified method
until December 31, 2007. SAB 110 allows, underatertircumstances, to continue to accept the usieeodimplified method beyond
December 31, 2007. The Company believes that thptiah of SAB 110 will not have a material impactits consolidated financial
statements.

(u)  Reclassifications

Certain comparative figures have been ssdiad to conform to the current year presentation
Note 2 — Investments
a. Non-current investments

The balance of investments as of Decembg?@07 and 2006, are composed of the followingste

As of December 31,

2007 2006

(U.S. Dollars in thousands)

EMG $ 361,320 $ 259,86(
Investment in Affiliates 9,33¢ 3,85k
Other Investment 1,12¢ 1,521

$ 371,79: % 265,23t
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b. Marketable securities



The Company’s investments in Marketablaigées are mainly in government debentures andCthimpany classifies such investments
as trading securities or available-for-sale sei@srit

(@) Trading Securities
The cost and market values of Trading securitiddegember 31, 2007 and 2006 are as follows:

Unrealized Unrealized Market
Cost Gains (Loss) Value

(U.S. Dollars in thousands)

Trading stock: 2007 $ 141  $ 34 $ 2 $ 178
Debenture: 2007 $ 6,09t $ 261 $ (7 $ 6,34¢
6,23¢€ 29t 9) 6,522

Trading stock: 2006 $ 245 3 138§ - 8 38C
Debenture: 2006 $ - $ - $ - $ -

(b)  Available-For-Sale Securities

Unrealized Unrealized Market
Cost gains (Loss) Value

(U.S. Dollars in thousands)

Trading stock: 2007 $ 2,19¢ % - $ a7 $ 2,182
Debenture: 2007 $ 13,80¢ $ - 8 (49 $ 13,75t
16,00: = (66) 15,93

In 2006 there were no available-for-sale securtities

Note 3 — Acquisitions, Dispositions and Impairments

a) In 2007, the Company made the following investme

1. On December 3, 2007, Ampal completed its aitom of 65.5% of the control and ownership (63466n a fully diluted basis)
of Gadot Chemical Tankers and Terminals Ltd. (“G§dd he total consideration including direct trastion expenses was
$91.2 million. The cash consideration was finane@th Ampal’s own resources and with borrowingshe amount of $60.7
million.

Gadot and its group of companies is an Israeli ¢bandistribution organization. Gadot ships, stoarsd distributes liquid
chemicals, oils, and a large variety of materialthe local industry

The acquisition was accounted for by the purchasthod. The results of operations of Gadot weraigadl in the consolidated
financial statements of Ampal commencing Novemiter2B07. The consideration for the acquisition atisbuted to net
assets on the basis of fair value of assets achaird liabilities assumed, based on an appraisémpeed by management,
which included a number of factors, including tlssistance of independent appraisers. The follotabte summarizes the fin
fair values of the assets acquired and liabilisissumed, with reference to Gadot balance sheeadatiNovember 30, 200

U.S. dollars in millions

Current asset $ 166,36"
Investments and other n-current assetl 31,14t
Fixed asset 74,43(
Identifiable intangible asse 9,50z

Goodwill 50,40¢



Total assets acquire 331,84¢

Current liabilities (94,709

Long-term liabilities, including deferred tax (124,52

Minority interest (21,427

Total liabilities assume (240,649

Net assets acquire $ 91,20:
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Under the purchase method of accounting, the totasideration of $91.2 million allocated to Gadadentifiable tangible and
intangible assets and liabilities assumed baseati@inestimated fair values as of the date of tirafletion of the transactio

Below are the unaudited pro forma combined statésnafroperations data for the years ended DeceBhez007 and 2006 as
if the acquisition of Gadot had occurred on Janda3007 and 2006, respectively, after giving dffec(a) purchase
accounting adjustments, including amortizationdefrtifiable intangible assets; and (b) estimatetdit@hal interest expense d
to the loan granted to Ampal in connection with dleguisition. This pro forma financial informatinot necessarily indicati
of the combined results that would have been athirad the acquisition taken place at the beginoir&p07 and 2006,
respectively, nor is it necessarily indicative ofure results

2007 2006

U.S. dollars in thousands
except earning per share
(unaudited)

Total revenue $ 409,10¢ $ 241, 75!
Income (loss) from continuing operatic (3,229 1,22

Basic and diluted Earning per she
Loss income from continuing operatic (0.0€) (0.05)

During 2007, the Company made an additional investrm EMG as follows

On June 4, 2007, EMG called for additional cagitain its shareholders. As a result, Ampal paid dditional $5.8 million in
order to maintain its pro rata beneficial inteieEMG.

On November 29, 2007, Ampal and IIF, leading a grotinstitutional Investors, purchased a 4.3%regein EMG, through
Merhav Ampal Energy Holdings, LP, an Israeli linditpartnership (the “Joint Venture”), from MerhavN/F. Ltd. for a
purchase price of approximately $95.4 million, gsiands provided by the Investors. In additiontte §oint Ventures purchas
from Merhav M.N.F. Ltd., Ampal contributed into tleint Venture an additional 4.3% interest in EM@ady held by Ampal.
The Joint Venture now holds a total of 8.6% of dliéstanding shares of EMG. Ampal’s contribution wakied at the same
price per EMG share as the Joint Venture’s purchEsis amount is equivalent to the purchase picea(per share basis) paid
by Ampal for its December 2006 purchase of EMG sbfrom Merhav M.N.F. Ltd., which was accounteddsra transfer of
assets between entities under common control, wiehited in Merhav M.N.F. Ltd. transferring theéstment in EMG to
Ampal at carrying value. Due to the nature of MeriWaN.F. Ltd.'s operations, Merhav M.N.F. Ltd.woube treated as an
investment company under US GAAP, and as suclgahging value of the investment in EMG would edia@ value. On this
basis, the said investment in EMG was transfeweinipal at carrying value, which also equals failue. Based on the terms
stipulated in the shareholders agreement of thergépartner of the Joint Venture, Ampal and Istafhstructure G.P. Ltd.
have equal rights in governing the affairs of thmtlVenture. However, in certain events and ur@etain conditions, matters
relating to decisions on how to vote the EMG shardd by the Joint Venture shall be decided bydinectors of the general
partner of the Joint Venture appointed by AmpabytlF. As such, Ampal has consolidated the resflithe Joint Venture in
its financial statement

The Company’s Financial Statements reflect a 16r8&sest in shares of EMG, with 8.2% held direethd 8.6% held through
the Joint Venture (of which Ampal owns 50¢

Yosef A. Maiman, the Chairman, President and CE@efCompany and a member of the controlling stedehn group of the
Company, is the sole owner of Merhav M.N.F. |



19

3. Wind Energy Joint Ventur

On November 25, 2007, Merhav Ampal Energy Ltd. (“EIAsigned a joint venture agreement with Clal Eiegics Industries
Ltd. (“Clal”), an Israel-based holding company, tbe formation of a joint venture that will focus the new development and
acquisition of controlling interests in wind enengyjects outside of Israel. The joint venture, edmrequally by Clal and the
Company through MAE, will seek to either develomoquire wind energy opportunities with a goal sthélishing at least
150MW of installed capacity within the next 3.5 g@al he joint venture’s initial project is the déygment of a wind farm in
Greece. The Company has approved a $25 milliondfudg these projec

4, Option Agreement for Sugarcane Ethanol Projectatof@bia

On December 25, 2007, Ampal entered into an Oigreement (the “Option Agreementi)ith Merhav M.N.F. Ltd. providin
Ampal with the option to acquire up to a 35% equitgrest in a sugarcane ethanol production prdjbet“Project”) in
Colombia being developed by Merhav M.N.F. Ltd. Bip¢ion expires on the earlier of December 25, 2008ie date on which
both (i) Merhav M.N.F. Ltd. has obtained third-padebt financing for the Project and (ii) an uni&ted third party holds at
least a 25% equity interest in the Project. Thei@pfgreement provides that the purchase pricaffgrinterest in the Project
purchased by Ampal pursuant to the Option Agreemihbe (A) with respect to any portion of suchédrest being purchased
by conversion of the outstanding balance of therissory Note referred to below, the lesser of (yiae based on a currently
agreed valuation model as updated from time to tomeflect changes in project, financing and osimiilar costs (the
“Valuation Model”) as such updates are reviewedoylihan Lokey Howard & Zukin Financial Advisorsid. at the time of
the option’s exercise or (ii) the lowest price phajdany unaffiliated third party for an interesttive Project, or (B) with respect
to any portion of such interest in the Project gginrchased in excess of the balance of the Promgidéote, the lowest price
paid by an unaffiliated third party for its intet@s the Project, unless no unaffiliated third garas purchased an interest in the
Project, in which case the purchase price will asddl on the Valuation Modt

Ampal has loaned Merhav M.N.F. Ltd. $10 millionftmd the purchase of the 11,000 hectares of prpjre€olombia required
for growing sugarcane and the construction of haral production facility for the Project, pursuémt Promissory Note, dal
as of December 25, 2007, by Merhav M.N.F. Ltd.awndr of Ampal (the “Promissory Note”). Ampal haseed to advance up
to an additional $10 million to fund the Projectguant to the Promissory Note. The loan bearsésteat an annual rate eque
LIBOR plus 2.25%, and will be convertible into alla portion of the equity interest purchased pamsto the option

As security for the loan, Merhav M.N.F. Ltd. hasgged to Ampal, pursuant to a pledge agreemergd dcember 25, 2007,
between Merhav M.N.F. Ltd. and Ampal, all of theusts of Ampal’s Class A Stock, par value $1.00sb&re, owned by
Merhav.

Yosef A. Maiman, the Chairman, President and CE@mpal and a member of the controlling shareholdessip of Ampal, is
the sole owner of Merhav M.N.F. Ltd. Because offtiregoing relationship, a special committee ofBoard of Directors
composed of Ampal’s independent directors negatiated approved the transaction. Houlihan Lokey HdvwaZukin

Financial Advisors, Inc., which has been retainefirrancial advisor to the special committee, agllithe special committee on
this transaction

5. Additional investment of $0.1 million in FIMI Oppimity Fund, L.P.“FIMI™).
6. A loan to Bay Heart of $3.6 million, for a shoppin@ll in Haifa, Israel
b) In 2007, Ampal made the following dispositiol

1. On May 21, 2007, the Company closed the d4ts equity method holdings in Carmel, a packagmanufacturer affiliate
based in Israel. Pursuant to this transaction, Arapd its subsidiaries sold to Carmel an aggregh%22,350 ordinary shares
Carmel for an aggregate sales price of approxim&#l6 million. The Company recorded no gain simegairment was
recorded in the first quarter of 20(

2. During 2007, the Company received proceeds indta &amount of $0.8 million from the sales of certavestments by FIMI

3. On August 5, 2007, the Company completed éle & its holdings in Am-Hal Ltd. for an aggregatmsideration of $29.3

million and recorded a gain of approximately $2@iflion (approximately $21.7 million, net of taxe3he gain and Am-Hal's
results of operations until June 30, 2007, werendsd as discontinued operations for all perioés@nted
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4, On December 2007 Che¢Tankers C.V. sold a ship for $6.9 million (capigaiin of $3.4 million)



c)

In 2006, the Company made the following investme

1.

During 2006, the Company made an additional investsiof $229.9 million in EMG as follow

The Company, through Merhav Ampal Energy, Ltd.,lelly-owned subsidiary of the Company, entered into aeeaxgent wit|
Merhav (M.N.F.) Ltd. (“Merhav”) for the purchasefn Merhav a portion of its interest in East Med#&eean Gas Co. S.A.E.,
an Egyptian joint stock company (“"EMG”). The solerer of Merhav is Yosef A. Maiman, who is also @leairman, President
and CEO of the Company and a member of the comgathareholder group of Amp:

On August 1, 2006 the Company acquired the beréfievnership of 4.6% of the outstanding sharesMGES capital stock
from Merhav. The transaction was accounted for@aresfer of assets between entities under commotrad, which resulted i
Merhav transferring the investment in EMG to Amatctarrying value. Due to the nature of Merhav'sragions, this entity
would be treated as an investment company undeBAISP, and as such, the carrying value of the inmesit in EMG would
equal fair value. On this basis, the 4.6% investimreEMG was transferred to Ampal at carrying valwéich also equals fair
value. The purchase price for the shares was $10illion, of which, $50.0 million was paid in cashd the balance was paid
in 10,248,002 shares of the Company Class A Stoaggd on a purchase price of $4.88 per shareyvdsmtaccounted for at a
fair value of $49.0 million (the fair value was dehined based on the average price per share frday2before the agreement
press release through 2 days after the agreemesg pelease). The issuance of the shares of Cl8ssck received the appro
of the shareholders of the Company as requirethdyrarketplace rules of the NASDAQ Global Marked.aresult of this
transaction, the Company beneficially owned 6.6%heftotal outstanding shares of EMG. Through Atg@0€8, the purchase
price may be adjusted downward should Merhav sgllcd its remaining shares of EMG to a third-partychaser at a purchase
price per share lower than the price per sharelpattie Company pursuant to the agreement. Additipnpursuant to the
agreement, the Company was granted an optiongeriad of up to two years to have the right to aequp to an additional
5.9% of the total outstanding shares of EMG st

Yosef A. Maiman, the Chairman, President and CE@eiCompany and a member of the controlling shwdein group of the
Company, is the sole owner of Merhav. Because®fdhegoing relationships, a special committeehefBoard of Directors
composed of the Company’s independent directors, aléo constitute all of the members of the ComjzAudit Committee,
negotiated and approved the transaction. Houlit@eey Howard & Zukin Financial Advisors, Inc., whiglas retained as
financial advisor to the special committee, dekka fairness opinion to the special committeerdigg the transactior

On August 22, 2006, EMG called for additional capitom all of its shareholders. As a result, tl@Pany paid an additional
$2.7 million in order to maintain its pro rata bfail interest in this investmer

On December 21, 2006, the Company acquired thefibeEd@wnership of an additional 5.9% of the oataling shares of
EMG's capital stock pursuant to an option granted byhlsle in August 2006. The transaction was accouftteds a transfer ¢
assets between entities under common control, wieshited in Merhav transferring the investmerfEMG to Ampal at
carrying value. Due to the nature of Merhav's ofiers, Merhav would be treated as an investmentpamy under US GAAP,
and as such, the carrying value of the investnmreBEMG would equal fair value. On this basis, tH&b.investment in EMG
was transferred to Ampal at carrying value, whilso &quals fair value

The purchase price for the shares was approxim&i.3 million, of which approximately $68.3 nuifi was paid in cash, $
million was paid in 8,602,151 shares of the Comfm@yass A Stock and the balance was satisfiedheyssuance of a
promissory note in the principal amount of $20 il (the “Convertible Promissory Note”), which,the option of Merhav,

will be paid in cash, additional shares of the CampClass A Stock (based on a price per share.66%#r share), or a
combination thereof. As permitted under the stagicpase agreement, Merhav assigned its right t8,6@&2,151 Shares to De
Majorca Holdings Limited as part of Merhav’s resturing process. The Convertible Promissory Notee liaterest at 6 months
LIBOR (5.375%) and matured on the earlier of Sejpien20, 2007 or upon demand by Merhav. On Septe2thez007,
Merhav M.N.F. Ltd. exercised its option to convir outstanding balance of $20.8 million (whichlues accrued interest of
$0.8 million) on the Convertible Promissory Noté&id,476,389 shares of Class A Stock of the Compasya result of this
transaction, Ampal beneficially owns 16.8% of thtal outstanding shares of EMG (8.6% of which ikltey the Joint Venture,
of which Ampal owns 50%). The issuance of the 8,682 shares and the shares underlying the ConkeRilomissory Note
received the approval of the shareholders of the@amy on February 7, 2007, as required by the nyadae rules of the
NASDAQ Global Market. Due to the agreement of tbatolling shareholder group to vote in favor of iesuance of the:
shares to Merhav as of the closing date of the EM@Gsaction (which ensured that the proposal wbalddopted by the
requisite shareholder vote on February 7, 200@)Qbmpany classified for accounting purposes tleeadfghese shares as part
of the exchange with Merhav on December 21, 2006 racognized the $40 million within shareholdeguity as “Receipt on
account of unallocated shar” The investment in EMG is included in the energynsexqt.
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Yosef A. Maiman, the Chairman, President and CE@eiCompany and a member of the controlling shwdein group of the
Company, is the sole owner of Merhav. Because®fdhegoing relationships, a special committeehefBoard of Directors
composed of the Company’s independent directors, al$o constitute all of the members of the Com{safAudit Committee,



d)

2.

3.

negotiated and approved the transaction. Houlit@eey Howard & Zukin Financial Advisors, Inc., whiglas retained as
financial advisor to the special committee, advigetspecial committee on these transacti

Additional investment of $0.4 million in FIM

A loan to Bay Heart of $1.7 million, for a shoppimgll in Haifa, Israe

In 2006, Ampal made the following dispositions (aaf which were discontinued operatior

1.

In June and December 2006, the Company ret@raxeeds in the total amount of $0.6 million frira sales of certain
investments by FIMI

On June 13, 2006, the Company sold its ho&lingCoral World International for $21.0 millioncénecorded a gain of $4.2
million. The gain is included in the leisi-time segment

In March 2006, the Company received an additionat@eds from the sale of Modem Art Ltd. in the antaaf $0.6 million.

In April 2006, the Company received additiopadceeds in the amount of $0.4 million from thke s certain assets by PSINet
Europe, one of the holdings of Am’s investee company, T

On May 8, 2006, the Company sold its holdings imi®ploldings Ltd. for $1.1 million and recordedass$ of $1.0 million

In September 2006, the Company sold the mgldi Tel-Aviv containing its headquarters for aggeds of $4.6 million and
recorded a gain of $2.2 million. The new owner dgeed to lease to the Company the office spadaioamg the Company’s
headquarters for a period of up to 2 years commegnmn November 28, 2006. The annual rent for #asé is $162,000. The
gain from the sale is included in the -estate segmer

In 2005, the Company made the following investme

1.

2.

3.

On December 1, 2005, the Company acquired ag&¥est in EMG from Merhav. EMG is an Egyptiamjcstock company
organized in accordance with the Egyptian Spedie¢ Zones system which has been given the rigéiort natural gas from
Egypt to Israel and other locations in the East ivedinean basin and other countries. Egyptianrabgias shall reach the
Israeli market via an underwater pipeline owned®EMG. Under the terms of the transaction, the Com@auired a 2%
beneficial ownership in EMG for a purchase pric&29,960,000. Additionally, the Company was grarledexclusive right to
negotiate to acquire a substantial portion of Meheemaining shares of EMG. The Company also hasight for a period of
time to require Merhav to repurchase the EMG irste

Yosef A. Maiman, the chairman of the Company’s BloairDirectors, is the sole owner of Merhav. Trangaction was
approved by a special committee of the Board oé®ors composed of the Company’s independent diidtioulihan Lokey
Howard & Zukin Financial Advisors, Inc. acted asdincial advisors to the special committ

Additional investment of $0.7 million in FIM

A loan to Bay Heart Ltd. of $0.9 milliol

In 2005, the Company made the following dispostic

1.

During the third and fourth quarter of 2006e @f the holdings of Ampal’s investee companid, rEceived proceeds at the
amount of $1.1 million from selling all its asse@tsGrapes Communications N.V./S.A. and its holdimgBSINet Europe B.V

On October 3, 2005, the Company, through Arfmahmunications L.P., completed the sale to Motorstael Ltd. of all of its
25% holdings of MIRS pursuant to the Agreementdnnection with the sale of its holdings of MIRSnpal Communications
L.P. received approximately US $89 million of tgpabceeds, composed of US $67.7 million for thechase price and an
additional US $21.3 million related to guaranteaddgnd payments. During the third quarter of 200&, Company recorded a
$13.3 million loss from impairment relating to thmvestment
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3.

On September 7, 2005, a third-party Israedeldaventure fund and certain of its affiliated camigs invested $2.65 million in
the Company’s high-tech and communications podfdimpal received $2.5 million in connection wittig transaction. The
Company treated this investment as a dispositioadoounting purposes and recorded a loss of $illidm{$4.6 million after
taxes).

On August 15, 2005, the Company sold its mgjgliin Epsilon Investment House Ltd. and Renaissémestment Company
Ltd. for $2.0 million and recorded a $1.4 millioaiqg.



5. On July 11, 2005, the Company sold its holding&pert Ltd. for $0.8 million and recorded a losst6t2 million.

6. On March 8, 2005, the Company sold its holdingslodem Art Ltd. for $4.4 million and recorded a gain$3.3 million.
0) In 2005, the Company recorded loss from impairneémvestments and loans of $14.0 million as foko

1. MIRS Communications Ltd. ($13.3 milliol

2. Shiron Ltd. ($0.6 million’

3. Other loans ($0.1 million
Note 4 — Intangible assets

The balance of intangible assets as of Decembe2(Y, is comprised as follows:

Period of amortization U.S. dollars in thousand:

Option to purchase sh At time of exercise $ 1,662
Ships leasing 4 3,32¢
Supplier relatior 9 3,40¢
Customer relatiol 4-9 1,041
Identifiable intangible asse 9,43:

The annual estimated amortization expense rel&idgnpal’s amortizable intangible assets existingghDecember 31, 2007, for each of the
five years in the period ending December 31, 2@&lapproximately $1.3 million.

Note 5 — Goodwill
As part of the purchase of Gadot on the Decemb20@7, the Company recorded the goodwill and ak &lis part of the chemical segment.
Note 6 — Fixed assets

The balance of fixed assets as of December 31, 2002006 is comprised as follows:

As of December 31,

2007 2006

(U.S. Dollars in thousands)

Cost:

Ship $ 23,82, $ -

Trailers 7,53¢

Land 2,18( 17,677

Real estat 21,78¢ 64,26¢

Tankers 17,054 -

Motor vehicles 1,71

Equipment 1,69: 6,792

Leashold improvemet 91¢ 19¢
76,70 88,93¢

Accumulated depreciatic 3,691 17,05¢

Fixed assets, ni $ 73,000 $ 71,88

During 2007 the company added $70,456 thousandstassets from the purchase of Gadot and dispdskg,319 thousands of net assets
from the sale of Am-Hal.

Depreciation expenses amounted to approximately $808 and $235 (in thousands) for the years eBésgmber 31, 2007, 2006 a



2005, respectively.
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Note 7 — Notes and Loans Payable

Notes issued to institutional investorssirael, the convertible note issued to Merhav M.NLtE. and other loans payable pursuant to
bank borrowings are either in U.S. dollars, linkedhe Consumer Price Index in Israel or in unlohRé&ew Israel Shekels, with interest rates
varying depending upon their linkage provision amature between 2008-2019.

The Company finances its general operatmsother financial commitments through bank Idams Bank Hapoalim Union Bank Of
Israel (“UBI") and Israel Discount Bank Ltd. As Becember 31, 2007, the outstanding indebtednesr tinglse bank loans totaled $101.9
million and the loans mature through 2008-2019.

On February 26, 2007, the Company entereda bank loan with UBI. Pursuant to the loan egrent, on April 2, 2007, UBI granted
Company a $10 million loan, which bears intereshatrate of LIBOR plus 2% to be repaid in six agnostallments commencing on April
2008. The loan is secured by a pledge of certaiatasOn December 31, 2007, UBI granted the Compemyoans of equal amount, for a
total amount of NIS 20 million (approximately $llion). The loans bear interest at the rate 624 .and 4.8%, respectively, linked to the
Consumer Price Index in Israel. Both loans areafterm of two years and interest will be paid samiually.

On April 26, 2007, the Company repaid ikstng loans from Bank Hapoalim and signed a neanlagreement. The new agreement
provides for a secured $27 million dollar loan figagito the Company at the value as of March 3@M720o be used for general corporate
purposes. On March 30, 2007, the Company borrotvedutl $27 million under the loan facility. Therfds borrowed under the loan facility
are due in six annual installments commencing ocebwer 31, 2007 and bear interest at an annuabf&aiBOR plus 2%. The Loan
Agreement contains financial and other covenardisitting an acceleration of payment upon the ocogeef certain changes in the
ownership of the Company’s Class A Stock. As of @&msber 31, 2007, the Company is in compliance wstldébt covenants.

On November 29, 2007, as part of the agezetnetween Ampal and IIF, leading a group of fastinal Investors, the Company recei
$95.4 million to purchased a 4.3% interest in EM@ough Merhav Ampal Energy Holdings, LP, an Isrhedited partnership, from Merhav.
The loan is unlinked to the Consumer Price Indebsiiael, bears no interest and is repayable upoeeatent by both parties, but with a
minimum term of one year.

A short term loan from Bank Hapoalim in #immount of $3.5 million bears interest of 7.1% antb be repaid by June 28, 2008.

Ampal funded the Gadot transaction witlombination of available cash and the proceedsnafvacredit facility, dated November 29,
2007 (the “Credit Facility”), between MAE and Isk&scount Bank Ltd. (the “Lender”), for approxinest $60.7 million. The Credit Facility
is divided into two equal loans of approximately0&5 million. The first loan is a revolving loaratthas no principal payments and may be
repaid in full or in part on December 31 of eachryentil 2019, when a single balloon payment waétbme due. The second loan also ma
in 2019, has no principal payments for the first tyears, and shall thereafter be paid in equahlins¢nts over the remaining ten years of the
term. Interest on both loans accrues at a floatig equal to LIBOR plus a percentage spread apayiable on a current basis. Ampal has
guaranteed all the obligations of MAE under thed@rEacility and Ampal interest in Gadot has also been pledged to thddreas a securi
for the Credit Facility. The Credit Facility coitta customary affirmative and negative covenantgfedit facilities of this type.

In addition, as part of the EMG transaciimbecember 2006, the Company issued to Merhav.M.MNd. the Convertible Promissory
Note in the principal amount of $20 million, whiaehthe option of Merhav M.N.F. Ltd., was payable&sh, additional shares of Ampal CI
A Stock (based on a price per share of $4.65 pme$hor a combination thereof. The Convertiblenfissory Note bore interest at 6 months
LIBOR (5.375%) and matured on the earlier of Sepen20, 2007, or upon demand by Merhav M.N.F. Om.September 20, 2007, Merhav
M.N.F. Ltd. exercised its option to convert thestahding balance of $20.8 million (which includesraed interest of $0.8 million) on the
Convertible Promissory Note into 4,476,389 shafdaslass A Stock of the Company.

As of December 31, 2007, Gadot, a 65.5%islidry of Ampal, has short term loans payabléehsnamount of $96.5 million and long
term loans payable in the amount of $30.1 millibhe various short term loans payable are eithenked or linked to the Euro and bear
interest at rates between 5.73% to 6.09%. The waitiing term loans payable are either unlinkedglihto the Consumer Price Index in Israel
or linked to the Euro and bear interest at ratésédxen 4.82% to 6.90%.

Other long term borrowings in the amoun$012 million are linked to the Consumer Price kdelsrael and mature between 2008 and
2010 bears an annual interest of 5.7%.

The weighted average interest rates antidlences of these short-term borrowings at Decethe2007 and December 31, 2006 were
6.3% on $136.6 million and 6.3% on $21.2 millioespectively
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Payments due as of December 31, 2007:

(U.S. Dollars in thousands)

Short-Term Long-Term
Debt Debt Total
2008 $ 136,61: $ - $ 136,61.
2009 115,36¢ 115,36¢
2010 15,97 15,97
2011 13,80¢ 13,80¢
2012 17,97 17,97
After year 2012 24,28: 24,28:

$ 136,61 $ 187,40 $ 324,01

Note 8 — Debentures

On November 20, 2006, the Company enterda trust agreement with Hermetic Trust (1975l lpursuant to which the Company
issued notes to institutional investors in Israghie principal aggregate amount of NIS 250,000 @p@roximately $58 million) with an
interest rate of 5.75%, which is linked to the ¢&diraonsumer price index. The notes shall rpak passuwith the Company’s unsecured
indebtedness. The notes will be repaid in five €gnaual installments commencing on November 2@,12@nd the interest will be paid semi-
annually. As of December 31, 2007, the outstandelgt under the notes amounts to $66.6 million,tdube change in valuation of the New
Israeli Shekel as compared to the U.S. dollar. Campany deposited an amount of $10,207 thousartisHermetic Trust (1975) Ltd. to
secure the first three years worth of paymentstefrést on the debentures. As of December 31, 280 Gutstanding amount of the deposit
was $7.5 million. Prior to the issuance of the debees Midroog Ltd., an affiliate of Moody’s Invess Service, rated the Company as A3.

On August 1, 2007, Ampal filed a final ppestus with the Israeli Securities Authority and TPASE for the resale and listing with the
TASE of its Series A Notes. According to the pragps, on August 19, 2007, Ampal paid the Seriesofel holders additional interest of
0.10959% (0.5% annually) for the period commenditay 20, 2006 and ending on August 9, 2007, whidhésdate the Series A Notes were
registered for trade. The additional interest waidl o the Series A Note holders whose names ajpdlae Series A Note holders register
kept by Ampal as of August 7, 2007. The debt offgrivas made solely to certain non-U.S. institutidmeestors in accordance with
Regulation S under the U.S. Securities Act of 12&83amended. The notes have not been and willnadistered under the U.S. securities
laws, or any state securities laws, and may nafftezed or sold in the United States or to Unit¢akt&s persons without registration unless an
exemption from such registration is available.

As of December 31, 2007, Gadot had $0.#anibutstanding under its convertible debentu@edot’s debentures were listed on the Tel
Aviv Stock Exchange (“TASE”") in December 2003, hnied to the Consumer Price Index in Israel, lmarual interest at the rate of 6.5%,
and are repayable in two equal annual installmemt®ecember 5, 2008 and 2009. The debentures avertible into ordinary shares of
Gadot, commencing from the date they were listetheriTASE until December 5, 2009, such that asexddnber 31, 2007, each incremental
amount of NIS 3.53 of outstanding debentures (lihtcethe Consumer Price Index in Israel) is conblertinto one ordinary share of Gadot of
NIS 0.1 par value, subject to adjustme

As of December 31, 2007, Gadot had $12llomioutstanding under its other debentures. Thiefentures are not convertible into
shares and are repayable in five equal annuallmstats on September 15, of each of the years 20@8igh 2012. The unsettled balance of
the principal of the debentures bears annual istettethe rate of 5.3%. The principal and inteoéshe debentures are linked to the Consumer
Price Index in Israel and the interest is payaiblgemi-annual installments on March 15 and Septedthef each of the years 2006 through
2012.

Note 9 — Accounts payable accrued expenses and othe

(@ The balance of accounts payable accrued expendeasttaers as of December 31, 2007 and 2006 is ceptbEs follows

As of December 31,

2007 2006

(U.S. Dollars in thousands)




Short term:

Deferred incomt $ 2,821 $ 2,80¢
Accrued expense 21,61¢ --
Trade 45,84+ -
Others 3,47¢ 4,04z
73,76¢ 6,85(

Long term:
Others 12,76( 3,14(
$ 86,52¢ $ 9,99(
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(b)  Accrued severance liabilitie

Israeli labor laws and agreements require paymiesgwerance pay upon dismissal of an employee on tgrmination of employment
in certain other circumstances. Ampal severancdighbifity in Israel, which reflects the undiscoedtamount of the liability as if it
was payable at each balance sheet date, is caldulased upon length of service and the latesthtyosdlary (one month’s salary for
each year worked

The Company'’s liability for severance pay pursuarisraeli law is partly covered by insurance pekc The accrued severance pay
liability of $12.7 million, is included in accounpgyable, accrued expenses and other liabi— others.

The Company expects that the payments relatingttod benefits to its employees upon their retingna¢ normal retirement age in 1
next 10 years will be immaterial. These paymentsd@termined based on recent salary rates andtdieahede amounts that might be
paid to employees that will cease working with @@mpany, before their normal retirement age or arhpaid to employees that their
normal retirement age extends beyond the year :

Note 10 — Minority Interest, net
The minority interest as of December 31)720s mostly attributable to the public holding3#.52% of Gadot's shares.

The minority interest as of December 3Q)&0s mostly attributable to the warrants grarigdm-Hal to Phoenix Insurance Company.
As part of the loan agreement which was signed ecebhber 1, 2005 between Am-Hal and Phoenix Inser@uaenpany, the lender is granted
a warrant to purchase 19.9% (on fully diluted basighe issued and paid capital of Am-Hal (the ‘Wéat”). The value of the Warrant was
estimated at approximately $1.3million and recordedleferred expenses (Note 4). On August 5, 2B@&ompany sold all of its interest in
Am-Hal (see Note 3).

Note 11 — Shareholders’ Equity
During the second, third and fourth quaafe?007, the shareholders’ equity changed asvaiio

As of December 31, 2007, the Company is)8d0,351 Class A Shares to investors that exataisrrants granted to them by the
Company on December 28, 2006. The total proceeds tine exercise of warrants were $18.0 million.

On September 20, 2007, Merhav M.N.F. Liéreised its option to convert the outstanding medeof $20.8 million (which includes
accrued interest of $0.8 million) on the convediptomissory note issued to it as partial constierdor the purchase of a 5.9% interest in
EMG by Ampal in December 2006, into 4,476,389 shaifeClass A Stock of Ampal. The issuance of ti4#'@,389 shares underlying the
Convertible Promissory Note received the approf#he shareholders of the Company on February @7 28s required by the marketplace
rules of the NASDAQ Global Market.

Set forth below is our treasury stock aBe€ember 31, 2007, 2006 and 2005:

Fiscal Year Ended December 31,

2007 2006 2005

(U.S. Dollars in thousands, except share



amounts per share data)

TREASURY STOCK:

4% PREFERRED STOC

Balance, beginning of year 3,350 she $ - % 84 $ (84)
Elimination of treasury stock 3,350 sha - 84 -
Balance, at the end of ye $ - $ - $ (84

6-1/2% PREFERRED STOC

Balance, beginning and end of year 122,536 st $ - 3 (1,859 $ (1,859
Elimination of treasury stock 122,536 shs -- 1,85z --
Balance, at the end of ye $ - $ - $ (1,859
CLASS A STOCK

Balance, beginning of ye- 5,574,789, 5,751,039 and 5,831,664 shares, a $ (27,879 $ (28,75¢) $ (29,159
Issuance of 176,250 and 80,625 shi - 882 403
Balance, end of yei- 5,574,789, 5,574,789 and 5,751,039 shares, a $ (27,879 $ (27,879 $ (28,75¢)
Balance end of ye: $ (27,874 $ (27,874 $ (30,699
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Note 12 — Stock Options

In March 1998, the Board approved a LongaT incentive Plan (“1998 Plan”) permitting the giiag of options to all employees,
officers, directors and consultants of the Compamy its subsidiaries to purchase up to an aggredat@0,000 shares of Class A Stock. The
1998 plan was approved by the majority of the Camjgmshareholders at the June 19, 1998, annual mestsigareholders. The plan rem:
in effect for a period of ten years. As of DecemBr2007, no options of the 1998 Plan are fullsted and outstanding.

On February 15, 2000, the Stock Option Cdtterm approved a new Incentive Plan (“2000 Plaafiger which the Company has resel
4 million shares of Class A Stock, permitting timarging of options to all employees, officers ameéctors. The 2000 Plan was approved by
the Board of Directors of Ampal (the “Board”) aetmeeting held on March 27, 2000 and was approyedrbajority of the Company’s
shareholders at the June 29, 2000 annual meetisiganéholders. The plan remains in effect for éodesf ten years. As of December 31,
2007, 2,434,500 options under the 2000 Plan artanding.

The option term is for a period of five yg&rom the grant date for the options granted utite 1998 Plan and ten years from the grant
date for the options granted under the 2000 Pfaheloptions are not exercised and the sharepaidtfor by such date, all interests and ri
of any grantee shall expire. These options weretgdafor no consideration.

The options granted under the 1998 Plantla@@000 Plan (collectively, the “Planstiay be either incentive stock options, at an ese
price to be determined by the Stock Option Comp@s&€ommittee (the “Committee”) but not less tHf)0% of the fair market value of the
underlying options on the date of grant, or noreirive stock options, at an exercise price to lterdéned by the Committee. The stock
options granted under the plans were granted edth@arket value or above. Under the Plans, therlittee may also grant, at its discretion,
“restricted stock”, “dividend equivalent awards™hieh entitle the recipient to receive dividendshe form of Class A Stock, cash or a
combination of both and “stock appreciation rightghich permit the recipient to receive an amoumthe form of Class A Stock, cash or a
combination of both, equal to the number of shafeSlass A Stock with respect to which the rights exercised multiplied by the excess of
the fair market value of the Class A Stock on thereise date over the exercise price. During 2807%&uch compensation instruments were

granted by the Committee.

Under each of the Plans, all granted bueated options become immediately exercisable tippoccurrence of a change in control of
the Company.

The weighted average grant date fair vafugptions granted during 2007, 2006 and 2005 w283, 2.366 and 1.682, respectiv¢



The following table summarizes the actiwfyboth Plans for the years 2007, 2006 and 208pedively:

Aggregate
Weighted- Intrinsic
Weighted- Average Value
Average Remaining (U.S.
Exercise Contractual Dollars
Options Price Term in
(in thousands) (U.S. Dollars) (in years) thousands)
Outstanding at January 1, 20 2,16¢ $ 3.8¢
Granted at fair valu 27C % 5.3t
Exercisec - $ =
Forfeited - 9 -
Expired - $ -
Outstanding at December 31, 2( 2,43 $ 4.0C 7.1t 8,251
Exercisable at December 31, 2( 143: $ 3.4¢ 6.C 5,58¢
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Weighted- Aggregate
Weighted- Average Intrinsic
Average Remaining Value
Exercise Contractual (U.S. Dollars
Options Price Term in
(in thousands) (U.S. Dollars) (in years) thousands)
Outstanding at January 1, 20 2,02 % 3.37
Granted at fair valu 63C $ 5.0¢€
Exercisec (17¢) $ 3.12
Forfeited (289 ¢ 3.5C
Expired (30) $ 5.94
Outstanding at December 31, 2( 2,162 $ 3.8¢ 7.7C 2,07¢
Exercisable at December 31, 2( 1,111 $ 3.24 6.2€ 1,64
Weighted- Aggregate
Weighted- Average Intrinsic
Average Remaining Value
Options Exercise Contractual (U.S. Dollars
(in Price Term in
thousands) (U.S. Dollars) (in years) thousands)
Outstanding at January 1, 20 2,06 $ 3.3¢
Granted at fair valu 13t 3.6¢
Exercisec - 8 =
Forfeited (175 $ 3.8
Expired - 5 =
Outstanding at December 31, 2( 2,02¢ $ 3.37 7.72 -
Exercisable at December 31, 2( 1,042 $ 3.2¢ 6.9¢€ -

Valuation and Expenses under 123R

The fair value of each stock option isrestied on the date of grant using the Black-Scha¢i®n pricing model that uses the
assumptions noted below. As permitted by SAB 1@/Gbmpany used the simplified method to computepected option term. Expected
volatility is based on the historical volatility tife Class A common stock. The risk free rate getan the U.S. Treasury yield curve for a
term consistent with the expected life of the awareffect at the date of grai



The fair value of options granted during ttears ended December 31, 2007, 2006 and 2005s#nmsated using the following weighted
average assumptions: (1) expected life of optidrg 6 and 5 years, respectively; (2) dividendgief 0%; (3) volatility of 35.64%, 41.11%
and 46.07%, respectively; and (4) risk free inteoé€.30%, 4.42% and 4.08%, respectively.

Total stockbased compensation expense recognized under SFARRR, was approximately $783,000 and $720,00¢hfyears 20(
and 2006, respectively. No share-based compensagercapitalized in the consolidated financialestants.

The total intrinsic value (market valuedate of exercise less exercise price) of optiomsase during 2006 was $ 260,000.

At December 31, 2007, there was $1.99 omlbf total unrecognized, pre-tax compensation @ated to non-vested stock options. This
cost is expected to be recognized over a weightedage period of approximately four years. The Canypsettles employee stock options
exercises primarily with newly issued common shares occasionally with treasury shares.

Note 13 — Earnings (Loss) Per Class A Share

Basic net loss per share is computed biglidig net loss after deduction of preferred stoskd#nds by the weighted-average number of
common stock shares outstanding for the perio800v, 2006 and 2005, all outstanding stock optamspreferred shares have been
excluded from the calculation of the diluted loss ghare because all such securities are antiwdilédr these periods presented. Also,
participating 4% Convertible Preferred Stock wesetaken into account in the computation of thadBE®S for those years (in the period in
which it was outstanding) since its shareholdetlsndit have contractual obligation to share in tssés of the Company. A reconciliation of
the numerator and denominator used in the calowat basic and diluted net income per share fal@w thousands, except per share
amounts):

Year Ended December 31,

2007 2006 2005
Net loss from continuing operatio (13,579 (6,027 (5,916
Less: preferred stock dividel - (2,439 (197
Net loss from continuing operatio (13,579 (8,465 (6,107%)
Net income (loss) from discontinued operati 21,34« (1,060 (42
7,76¢€ (9,525 (6,149
Weighted average class A shares outstan 51,36: 24,10¢ 19,961
Basic and diluted net income (loss) per sh
Loss from continuing operatio (0.26) (0.3%) (0.37)
Discontinued operatior 0.4z (0.05) -
Basic and dilutes $ 0.1€ $ (0.40) $ (0.3))
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The following table summarized securitiesttwere not included in the calculations of ditbéarnings per class A shares for the years
ended December 31, 2007, 2006 and 2005 becaussisaigs are anti-dilutive.

Year ended December 31,

2007 2006 2005
(Shares in thousands)

Options and Right 2,43¢ 2,16¢ 2,024
6-1/2% Preferred Stoc - - 641
4% Preferred Stoc = = 114
Warrants - 4,071 -
Promissory not - 4,47¢ -

Note 14 — Income Taxes



Fiscal Year Ended December 31,

2007 2006 2005

(U.S. Dollars in thousands)

The components of income tax expense (benefit)

Continuing operation (5,625 2,58¢ (2,909
Discontinued operatior 7,651 14€ 60
2,02¢ 2,731 (2,849

The components of current and deferred incomexperese (benefit) ar

Current:
Federa $ - 5 - 5 =
Foreign 26¢ 30¢ -
Deferred:
State and loc: - - 3
Federa (7,757 2,46¢ (2,955
Foreign 1,86: (187) 43
Total $ 562t $ 258 $ (2,909
The domestic and foreign components of income Yloskore income taxes and
minority are:
Domestic $ 84t $ (4,855 $ (14,04¢)
Foreign (18,477) 1,491 554
Total $ (17,627 $ (3,369 $ (13,497
A reconciliation of income taxes between the stayuaind effective tax is as follow
Federal income tax (benefit) at 3¢ $ (5,999 $ (1,59¢ $ (4,513
Taxes on foreign Gain (Loss) below U.S. 1 (130 5,05¢ (12,796
Change in previous years unrecognized tax ber 2,06( - -
Changes in valuation allowan (1,919 (44¢) 14,63¢
Other 351 (28¢) (179
Total effective tax: 31.9%; 81.2% and 21. $ 562t $ 2,731 % (2,849
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As of December 31,
2007 2006
Deferred tax asset
The components of deferred tax assets and liasilére as follows
Net operating loss and capital loss carryfons: $ 27,87 $ 30,62¢
Unrealized losses on investme 70C 70C
Foreign tax credits carryforwar 7,53¢€ 5,45¢€
Total deferred asse 36,11 36,78¢
Valuation allowanc (24,479 (26,387
Net deferred tax asse 11,637 10,39¢

Deferred tax liabilities
Tax on equity in earnings of affiliat 73 434
Other - 54C



Depreciation and amortizatic 3,20z -

Total deferred tax liabilit 3,27¢ 974

Net deferred tax asse $ 8,36z $ 9,42/

As a result of the adoption by the CompahlyIN 48, on January 1, 2007, the Company recaghias a cumulative effect of change in
accounting principle, a $2 million increase inligbility for unrecognized tax benefits, which wescounted for as a decrease in the Janue
2007 balance of retained earnings. FurthermoreCtmpany recognized an increase in deferred tatsae$ approximately $2.0 million,
which was accounted for as an increase in the #3adu2007 balance of retained earnings. Also, wgboption of FIN 48 the company
recorded during 2007 an additional $2.8 million liakility from which $ 2.1 million where recordex tax expenses expense.

The following table summarizes the activityated to the Company’s unrecognized tax befafitlity:

U.S. dollars
in thousands

Balance at January 1, 20 $ 2,00(
Increases related to previous years tax posi 2,80:
Expiration of the statute of limitations for t

assessment of tax --

Balance at December 31, 2C $ 4,80z

All of the Company’s unrecognized tax bérlebility would affect the Company’s effectivax rate if recognized. Because of the
existence of net operating loss carryforwardsréisaltant unfavorable resolution of any of the Camys uncertain tax positions would not
result in the imposition of interest or penaltidscordingly, the Company did not record any intepenalties related to the unrecognized
tax benefit liability. The Company does not exp&ctinrecognized tax benefit liability to changgnsiicantly over the next 12 months

A summary of open tax years by major jugtdn is presented below:

Years: Jurisdiction:
2004-2007 Israel
2004-2007 United State$!

(1) Includes federal, state, and provincial (oriEinocal jurisdictions) tax positions.

As of December 31, 2007, valuation alloweaiscprovided against tax benefits on foreign metrating loss carryforwards of $24.5
million.

As of December 31, 2007, the Company hesdn tax credits of $7.3 million that will expine the years 2009 through 2014.

As of December 31, 2007, the Company h& Bederal net operating loss carryforwards of aaprately $11.4 million that will expire
in the years 2023 through 2026. The utilizatiomeff operating loss carryforwards may be subjestitistantial annual limitations if there has
been a significant “change in ownership”. Suchlzaftge in ownership”, as described in Section 38@internal Revenue Code, may
substantially limit the Company’s utilization ofetlmet operating loss carryforwards.
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Note 15 — Discontinued operations

On August 5, 2007 the Company completecs#tie of Am-Hal Ltd. Am-Hal was a wholly owned sigligry which owns and operates a
chain of senior citizens facilities located in EraAccordingly, AmHal has been reported as a discontinued operatiicalfperiods presente

Summary income statement and condenseddmaheet information for Am-Hal is set forth below

Amr-Hal



Real estate incomr

Pre-tax income (loss) from discontinued operati
Income tax expens

After -tax gain (loss) from discontinued operatic
Minority interest

Income (loss) from discontinued operations, néhocbme taxe:

Six Months

Ended Year Ended
June 30, December 31,
2007 2006 2005
(U.S. Dollars in thousands)

$ 496 $ 9,40t $ 9,011
$ (521) $ (1,33) % 21¢
45 14€ 60
(56€) (1,477 15¢
14¢ 417 (200)
(417) (1,060) (42)

December 31,
2006

(U.S. Dollars in thousands)

Cash $ 4,51¢
Other current asse 1,541
Property and equipme 69,31¢
Other noi-current assel 1,14C
Total asset $ 76,51«
Current liabilities $ 14,54:
Deposits from tenan+- long term 53,81
Other none current liabilitie 4,057
Total liabilities $ 72,41
Minority interest 2,522
Note 16 — Investments in Affiliates
The companies accounted for by the equéthiod and the Company’s share of equity in thogestees are:
As of December 31,
2007 2006
% %
Bay Heart Ltd. 37 37
Carmel Containers Systems L -- 21.¢
Chemtankers Management B. 50 ==
Conmart Ltd. 50 --
Hod Hasharon Sport Center (1992) Limited Partner 50 50
Temco International Ltc 50 --
Trinet Investment in Hig-Tech Ltd. 37.t 37.t
Trinet Venture Capital Ltc 50 50
Combined summarized financial informationthe above companies is as follows:
Fiscal Year Ended December 31,
2007 2006 2005
(U.S. Dollars in thousands)

Revenue! $ 22,32¢ $ 100,567 $ 140,19°



Gross profit 2,571 12,701 30,91¢
Net income (Loss (3,74%) 57 15,80:

As of December 31,

2007 2006

(U.S. Dollars in thousands)

Property and equipme $ 49,05¢ $ 56,83t
Other asset 40,91 63,24(

Total asset $ 89,97« $ 120,07!
Total liabilities, including bank borrowing $ 93,04: $ 104,17t

Note 17 — Operating Segments Information

SFAS 131 “Disclosure about Segments of @tefprise and Related Information” establishes ahand interim reporting standards for
an enterprise’s operating segments and relatetbdiges about its products, services, geograpk&saand major customers. Segment
information presented below results primarily froperations in Israel.

The chemical segment consists of the imeest in Gadot, an Israeli Company, which operatistribution and marketing of liquid
chemicals for raw materials used in the chemicdligtry.

The energy segment consists of the invas#tmeEMG, an Egyptian Joint Stock Company, whicitdl the right to supply natural gas to
Israel through a pipe line to be constructed fragg to Israel.

The real estate rental segment consigtsrél property owned in Israel and the United &tdeased to unrelated parties, and operations
of Am-Hal Ltd., a wholly-owned subsidiary which osvand operates a chain of senior citizens faglitbeated in Israel. The real estate
owned by the Company was sold in September 200®amdigust 5, 2007, the Company sold all of itgliest in Am-Hal (see note 3).

The leisure-time segment consists of Céfatld International Limited (marine parks locatedund the world) and Kfar Saba, the
Company'’s 51%-owned subsidiary located in Israellune 2006, the Company sold all of its intene€taral World International Limited
(see “Note 3").
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The finance segment consists of all otleévitly which are not part of the above segments.

Fiscal Year Ended December 31,

2007 2006 2005

(U.S. Dollars in thousands)

Revenues:

Finance $ 4,867 $ 4,20: $ 12,41

Chemical incomt 31,92

Real estate incomr -- 2,42¢ 23%

Leisure-time 2,531 6,317 2,20¢

Intercompany adjustmen -- 9 -
39,32( 12,93« 14,85:

Equity in earning of affiliate (1,529 1,61C 6,66¢

Total $ 37,797 $ 14,54 $ 21,51¢

Equity in Earnings (losses) of Affiliates:



Finance
Chemical incomt
Real estate rent
Leisure-time
Others

Total

Interest Income:
Finance

Interest Expense:
Finance

Chemical

Leisure-time
Intercompany adjustmen

Total

Pretax Operating (Loss) Income:
Finance

Chemical incomt

Real estate rent

Leisure-time

Equity in earning of affiliate

Total

Income (Benefit) Tax Expense
Finance

Chemical incomt

Real estate rent

Leisure-time

Total

Net Income from continuing operation
Finance

Chemical incomt

Real estate rent

Leisure-time

Others

Minority interest, ne

Total

Total Assets for year end:
Finance

Energy

Chemicals

Real estate rent
Leisure-time
Intercompany adjustmen

Total

Investments in Affiliates for year end:

57 $ 56€ 10€
(25¢)
(1,53%) (676) 5,44¢
212 1,72( 1,112
(1529 % 1,61¢ 6,66¢
3,95¢ % 1,47¢ 1,567
9,78:  $ 4,24¢ 4,25¢
14¢ - -
191 83 162
- (3) -
10,12:  $ 4,32¢ 4,421
(20,349  $ (11,529 (20,329
4,13/
- 2,151 (78)
111 4,404 24F
(16,109 (4,979 (20,15%)
(1,529) 1,61( 6,66¢
(17,62) $ (3,364) (13,49))
6,790 $ 2,51¢ (2,967)
1,09¢
66 67 58
(5,625  $ 2,58¢ (2,909)
(13505  $ (13,48 (17,25
2,771
(1,53%) 1,47¢ 5,37(
25¢ 6,057 1,29¢
(12,009 (5,949) (10,58%)
(1,576) (78) 4,661
(13579 % (6,027) (5,916)
404,01¢ $ 330,54 88,49¢
361,32: 259,86( 29,96(
336,02 - -
- 76,51 76,11
2,96¢ 2,87¢ 17,56¢
(329,539 (268,11)) (1,239
77478¢ $ 401,68 210,90«




Finance $ 19 $ 3,49¢ $ 8,36(

Chemical 8,92¢

Real estate rent: (325) (2,579 (3,456
Leisure-time 397 357 15,06¢
Total $ 9,01¢ $ 1,281 $ 19,97(

Capital Expenditures:

Finance $ 43 $ 28 $ --
Real estate rent 1,05( 1,30C 9,79¢
Leisure-time 85 10z a0

Total $ 1,17¢ $ 1,43( $ 9,88¢

Depreciation, Amortization and Impairment:

Finance $ 81C $ 66 $ 14,03¢

Chemical incomt 26¢

Real estate rent -- 90 13C

Leisure-time 34C 18¢€ 207
Total $ 1,41¢ $ 342 $ 14,37¢

Corporate office expense is principally laggble to the financing operation and has beemggthto that segment above. Revenues and
pretax operating gain above exclude equity in egbf affiliates.
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Note 18 — Disclosures about Fair Value of Financidhstruments

The following methods and assumptions wesed to estimate the fair value of each classahftial instruments for which it is
practicable to estimate that value:

(@) Cash and Cash Equivalent:
For cash and cash equivalents, the cargtngunt is a reasonable estimate of fair value ‘(Sete 1(0)").
(b)  Deposits, Notes and Loans Receivak

The fair value of these deposits, noteslaads is estimated by discounting the future ¢lsirs using the current rates at which similar
loans would be made to borrowers with similar dreatings and for the same remaining maturities.

(¢) Investments

For financial instruments with maturitiestiveen 91 days and 1 year, and all marketableifesuthe carrying amount is a reasonable
estimate of fair value.

(d)  Financial Instruments

The fair value of the financial instrumemtsluded in other assets, accounts payable, arrdi@at expenses presented at a fair value.
(e) Commitments

Due to the relatively short term of comnetmts discussed in “Note 18", the contract valumissidered to be at fair value.

U Financial Assets and Financial Liabilities



The fair value of notes and loans payaléposits payable and debentures outstanding matsiil by discounting the future cash flows
using the current rates offered by lenders forlsintiorrowings with similar credit ratings and foe same remaining maturities. Capital nc
in the amount of $95.3 million that were issuedifohave no maturity date, bear no interest anchatdinked to any index. Assuming
maturity dates of 5 and 10 years, the fair valutho$e capital notes for such dates will be $68Ikom and $48.8 million, respectively.

As of December 31,

2007 2006

Carrying Fair Carrying Fair
Amount Value Amount Value

(U.S. Dollars in thousands)

Financial asset:

Cash and cash equivalel $ 44267 $ 44267 $ 36,73: % 36,73:
Deposits, notes and loans receive 17,47¢ 17,07 -- --
Investment: 22,45¢ 22,45¢ 38C 38C

$ 84,20 % 83,79¢ % 37,11 $ 37,11

Financial liabilities:

Notes and loans payak $ 228,71 $ 227,22t $ 46,45 $ 46,64¢
Debentures outstandir 79,69¢ 80,80: 59,17: 58,35!

$ 308,41: % 308,02¢ $ 105,62 $ 105,00:

Note 19 — Commitments and Contingencies

(@)

The combined minimum annual lease paymennopal’s corporate offices in New York and in Israed its subsidiary
Country Club Kfar Saba Ltd. in 2007 were $0.6 rilli The lease of the corporate office in New Yorgiees in 2009, the lease
of the office in Tel Aviv expires in 2008, the |leasf the office in Herzelia Pituach expires in 2@hd the Kfar Saba lease
expires in 2038. In the years 2008-2012, the costbamnual lease payments on those premises will &i@ aggregate amount
of $2.7 million, and thereafter, an amount totagg2 million.

In 2007 the Company paid annual lease payment&685,000. In the years 2008-2012, the combinedarease payments
on those premises will be in an aggregate amou$28f03 million.
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(b)

(©

(d)

()

Gadot leases four ships, with an aggregatdihg capability of 49,324 tons. The lease perardwo of the ships is until 2011.
The lease period for one of the ships is until 20Gth an option to extend the term for two addifbone-year periods. The
lease period for one of the ships is until Octd@08, with an option to extend the term for thrddiional one-year periods.
The aggregate lease fees for the four leased sh307 amounted to $17 million. In 2008, the lefess will amount to
$13,004,833 and will decrease to $12,216,438 fertars 2009 and 2010 and thereafter will furtleerebse to $2,804,500 for
2011. Gadot has ordered four additional ships tbuik with a loading capability of 17,000 eacht foconsideration of
approximately $28 million per ship. These shipd b delivered during 2009 and 20:

The combined minimum annual lease paymen@Gaafot’s offices and other land used in its operetis expected to amount to
approximately $314,00(

Gadot leases an 11,000 square meter stanagddcility located in the Kishon port in Haifaofn the port authority. The lease
expires in 2022. Gadot also leases an addition@0B0square meter area from the port authoritytémtaear the southern
terminal in the port of Haifa in connection witk &torage and loading services. This lease exinir2814. Gadot leases an
additional 18,000 square meters area located adjaz¢he southern terminal land for its storagalifg and for its analytical
and quality assurance laboratory. The lease paytienthe land in the southern port leased fromHhb#a port authority in
2007 was approximately $2.8 million. These leass fare calculated according to the amount of spiiceed by Gadot and by
the amount and type of materials transported. Glaa®iprovided the port authority with bank guarast@ the amount of
approximately $1.8 million, linked to the Israelo@umer Price Index, in order to secure paymerdenthese lease

Gadot grants senior employees that are tetasted parties performance bonuses in addititimeio monthly salary. These
bonuses are calculated as a percentage of prafitging between 5% and 8'



(f)

(9)

(h)

0)

Gadot is party to consulting and managemgnéements with some of its subsidiaries. Thesecageats are extended
automatically for a term of one year, unless teated by one of the partie

One of Gadot’s subsidiaries is party to areament from October 2005 to receive consultingyagament and operating
services from a former minority shareholder foreaiqd of 5 years, in consideration of approximat&#@,400 per montt

The Company has issued guarantees on bank lo@sdngestees and subsidiaries totaling $27.4 amlks follows

(1)
)

(3)

The Company provided a $5.2 million guarantee aelitedness incurred by Bay He:

The Company provided a $1.1 million guarante€alha (1960) Ltd, for the payment of the Conyssubsidiary of a
final judgment, if entered against the Comg’s subsidiary. (See belo

$21.1 million guarantees of Gadot for outstandoank.

The Company made a commitment to invest $2.8 miliioStar 1l (2000) L.P

Legal Proceeding:

1)

)

On January 1, 2002, Galha (1960) Ltd. (“G3lfided a suit against the Company and other pariiediding directors ¢
Paradise Industries Ltd. (“Paradise”) appointedigyCompany, in the Tel Aviv District Court, in thenount of NIS
11,560,000 ($3 million). Galha claimed that the @amy, which was a shareholder of Paradise, andhanshareholder
of Paradise, misused funds that were received bgdiz® from an insurance company for the purposeannstructing
an industrial building owned by Galha and used asaBise which burnt down. Paradise is currentlplived in
liquidation proceedings. Ampal issued a guaramedavor of Galha for the payment of an amount ofaplIS 4,172,00
($1,085,000) if a final judgment against the Conypaiil be given.

On May 26, 2003 the Company and the direatbfaradise appointed by the Company filed a tpandy claim against
Arieh Israeli Insurance Company Ltd., in the TeiVARistrict Court, claiming that, to the extent tbeurt decides that
the directors of Paradise appointed by the Compalhyrave to pay any amounts to Galha, Arieh wilypsuch amounts
on behalf of the directors in accordance with tlee@ors and Officers insurance policy that the @any had at that
time with Arieh. Arieh filed a statement of defers® stated that the policy does not cover thenclait this stage, the
Company cannot estimate the impact this claim lalle on it. In March 2008 the dispute was submiibemiediation by
order of the court, with the consent of the par
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©)

(4)

Gadot has received third party notices imaber of lawsuits regarding pollution of the KishRiver in Israel. These
lawsuits have been filed by various claimants wieseanharmed by the polluted water of the river,udaig soldiers fror
various units in the Israeli Defense Forces whimémgin the river, fishermen who fished in the rive Haifa rowing
club and industrial companies that use the rivem& of the lawsuits are claims for monetary damég@sie of the
claims are unlimited in amount; one is for approiety $6 million) and some are for injunctions agaifurther
pollution of the river. Gadot denies liability itl these claims and has filed statements of deféarseach claim. Gadot
has not made any provisions in its financial st&tets against these clain

Part of Gadot's storage tank facility is ked$rom the Haifa port authority. In 2001 the pauthority requested that
Gadot participate in an offer to find a consultanéxamine ground contamination in the area sudmgnthe facility.
According to the estimate of the port authority tost of purifying the ground is estimated to beneen $377,000 and
$940,000. Gadot has responded, denying the exestrground contamination and, in any case, thatthe source of
such contamination. Gadot believes, that if thereontamination, its source is the contaminatee@gaif the Kishon
River or the Mediterranean Sea. Gadot has not raag@rovisions in its financial statements withpes to this matte
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INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF
BAY HEART LTD.

We have audited the accompanying balance she&ayofieart Ltd. (“the Company”) as of December 310&@ and 2005, and the
consolidated balance sheets as of those dateshamnelated statements of operations, changesielsblders’ deficiency and cash flows — of
the Company and on a consolidated basis — for efitte three years in the period ended Decembe2®16. These financial statements are
the responsibility of the Company’s Board of Dimrstand management. Our responsibility is to exgpaasopinion on these financial
statements based on our audits.

We conducted our audit in accordance with the stadedof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether the finastaiaiments are free of material
misstatement. An audit includes consideration tdrimal control over financial reporting as a bdsisdesigning audit procedures that are
appropriate in the circumstances, but not for tingpse of expressing an opinion on the effectiveiéshe Company’s internal control over
financial reporting. Accordingly, we express notsopinion. An audit also includes examining, orst basis evidence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfisamt estimates made by management,
as well as evaluating the overall financial statehpeesentation. We believe that our audit provalesasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position — of the Company and on
a consolidated basis — as of December 31, 2002@0is, and the results of operations, changes iresbklers’ deficiency and cash flowsf
the Company and on a consolidated basis — for efitte three years in the period ended Decembe2(1§, in conformity with accounting
principles generally accepted in Israel.

Accounting principles generally accepted in Isiiffer in certain respects from accounting prinegbenerally accepted in the United States.
With respect to these financial statements, thferifice in the application of the latter is dessdiin Note 19.

As described in Note 2A, the financial statemengspresented in reported amounts, in conformityr witcounting Standards of the Israel
Accounting Standards Boat



The condensed consolidated financial informatioldi8. dollars presented in Note 18 to the finanstatements, prepared at the request of an
investor, represents a translation of the Compdiirygmcial statements in nominal values, as statédbte 18A. In our opinion, such
translation into U.S. dollars was appropriatelyfpened on the basis stated in Note 18A.

As described in Note 1C to the financial statemesgsarding the Company’s business condition, the@my has ongoing losses, a working-
capital deficit, shareholders’ deficiency and negatash flows from operating activities. As staitethat note, the continuance of the
Company’s operations and its ability to satisfysit®rt-term liabilities is contingent upon the attaent of financing from the shareholders
and/or bank financing arrangements.

Brightman Almagor & Co.
Certified Public Accountants
Member firm of Deloitte Touche Tohmatsu

Haifa, Israel, February 6, 2007.

BAY HEART LTD.
CONSOLIDATED BALANCE SHEETS
(in thousand NIS)

December 31

2006 2005
Reported Reported
Note amount amount
Current assets 3
Cash and cash equivale 2,702 81
Trade accounts receival 2,22¢ 2,561
Other receivables and current as 68¢ 2,02(
5,61¢ 4,66¢
Investments, loans and long-term receivables 4 2,39 347
Fixed assets, ne 5 164,47( 156,25:
Other assets, ne 6 2,331 2,822
174,82: 164,08t
Current liabilities 7
Shor-term bank borrowing 25,85: 19,09:
Trade accounts payat 2,45k 4,18¢
Other payables and current liabilit 4,997 4,26/
33,30¢ 27,54(

Long-term liabilities
Bank loan: 8 135,51 143,27¢



Due to interested parti 9 53,76¢ 33,31¢

Tenant deposii B4k 532
189,82« 177,12¢

Commitments and contingent liabilities 11
Shareholders' deficiency 12 (48,30¢) (40,58))
174,82: 164,08t

The accompanying notes are an integral part oktfirancial statements.

Nitzan Ariel Uri Dori Anat Nurselle
Chief Executive Office Chairman of the Boar Controller

Approval date of the financial statements: Febr@rg007

BAY HEART LTD.
BALANCE SHEETS - COMPANY
(in thousand NIS)

December 31,

2006 2005
Reported Reported
Note amount amount
Current assets
Cash and cash equivale 3 2,67( 36
Trade accounts receivat 2,22¢ 2,56¢
Other receivables and current as 60C 2,03¢
5,49t 4,63
Investments, loans and lon-term receivables 4 16,81°¢ 11,18¢
Fixed assets, net 5 149,27 144,42¢
Other assets 6 2,337 2,822
173,91¢ 163,06¢
Current liabilities 7
Shor-term bank borrowing 25,64¢ 18,90z
Trade accounts payat 2,45¢ 4,18¢
Other payables and current liabilit 4,90z 4,24¢
33,00¢ 27,33

Long-term liabilities



Bank loan:

Due to interested parti
Tenant deposii

Accrued severance pay, |

Commitments and contingent liabilities

Shareholders' deficiency

10

11

12

134,94 142 ,50:
53,73 33,28¢
54E 532
189,22( 176,31¢
(48,306) (40,587)
173,91 163,06

The accompanying notes are an integral part oktfirancial statements.

4

Revenue:

Operating expenst

Gross profi

General and administrative expen

Operating income (los

Financing expenses, r

Loss after financing expenses,

Other expenses, n

Loss for the yee

Loss per share(in NIS)

Loss per share of NIS 1.00 par va

BAY HEART LTD.

STATEMENTS OF OPERATIONS - CONSOLIDATED

(in thousand NIS)

Year ended December 31,

2006 2005 2004

Reported Reported Reported

Note amount amount amount
13A 18,12¢ 15,17: 15,81
13B 13,36¢ 12,60: 13,10¢
4,76¢ 2,57( 2,70¢
13C 2,751 (2,84¢6) 2,867
2,00¢ (276) (159)
13D 9,73: 14,52¢ 9,30¢
(7,725 (14,807) (9,467
13E - (929) (9,417
(7,725 (15,725 (18,879
(1.65) (3.37) (4.09)
4,672,73. 4,672,73. 4,672,73.

Number of shares used in above compute

The accompanying notes are an integral part ofitlamcial statement:



BAY HEART LTD.

STATEMENTS OF OPERATIONS - COMPANY

(in thousand NIS)

Year ended December 31,

2006 2005 2004
Reported Reported Reported
Note amount amount amount

Revenue: 13A 17,73( 14,78« 15,27¢
Operating expenst 13B 13,327 12,56¢ 13,061

Gross profi 4,40: 2,21¢ 2,20¢
General and administrative expen 13C 2,73¢ 2,82¢ 2,83¢

Operating income (los 1,67C (605) (625)
Financing expenses, r 13D 9,151 13,63¢ 8,51«

Loss after financing expenses, (7,48)) (14,24) (9,139
Other expenses, n 13E - (929 (9,41)

Loss before share in losses of subsic (7,48)) (15,169 (18,550)
Share in losses of subsidic (244) (561) (32¢)
Loss for the yea (7,725 (15,72Y) (18,879
Loss per share(in NIS)
Loss per share of NIS 1.00 par va (1.65) (3.37) (4.09)
Number of shares used in above compute 4,672,73. 4,672,73. 4,672,73.

The accompanying notes are an integral part ofitlamcial statements.
6
BAY HEART LTD.
STATEMENT OF CHANGES IN SHAREHOLDERS' DEFICIENCY
(in thousand NIS)
Share
capital Deficit Total




Balance - January 1, 2004

Activity during 2004
(Reported amounts

Loss for the yea

Balance- December 31, 200.

Activity during 2005
(Reported amounts

Loss for the yea

Balance - December 31, 2005

Activity during 2006

(Reported amounts
Loss for the yea

Balance-December 31, 200!

The accompanying notes are an integral part ofitlamcial statements.

20,09¢ (26,077 (5,975
- (18,879 (18,87%)
20,09¢ (44,95%) (24,856)
- (15,725) (15,725)
20,09¢ (60,680 (40,587)
- (7,725 (7,725
20,09¢ (68,40%) (48,306)

BAY HEART LTD.

STATEMENTS OF CASH FLOWS - CONSOLIDATED

CASH FLOWS - OPERATING ACTIVITIES
Loss for the yee
Adjustments required to present cash flows f
operating activities (Appendix ;

Net cash used in operating activi

CASH FLOWS - INVESTING ACTIVITIES
Additions to fixed asse
Investments in lor-term loan
Investments in other ass

Net cash used in investing activit

CASH FLOWS - FINANCING ACTIVITIES
Receipt of lon-term liabilities from intereste
parties
Repayment of lor-term bank loan
Shor-term bank borrowings, ni

Net cash provided by financing activit

(in thousand NIS)

Year ended December 31,

2006 2005 2004
Reported Reported Reported
amount amount amount

(7,725 (15,725 (18,879
4,51¢ 10,64« 13,09¢
(3,21)) (5,08)) (5,780)
(12,236 (11,489 (837)
(2,050) - )
- 33 (39)
(14,28¢) (11,45() (876)
20,757 11,09 4,071
(6,977 (4,876) (8,357
6,33¢ 10,34¢ 10,95¢
20,11¢ 16,56« 6,67¢



Increase in cash and cash equival 2,621 33 22

Cash and cash equivalents at the beginning ofdhe 81 48 26

Cash and cash equivalents at the end of the 2,702 81 48

The accompanying notes are an integral part ofitlamcial statements.
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BAY HEART LTD.
STATEMENTS OF CASH FLOWS - CONSOLIDATED
(in thousand NIS)

Year ended December 31,

2006 2005 2004
Reported Reported Reported
amount amount amount
Appendix A : Adjustment required to present cash flowsrbm operating activities
Income and expenses not involving cash flow
Depreciation and amortizatit 4,50z 3,91« 4,13¢
Adjustment (erosion) of lo-term liabilities (675) 4,92¢ 741
Provision for impairment of asst - 928 9,411
Changes in accrued severance pay - (5) (5)
3,827 9,757 14,28
Changes in assets and liabilities
Decrease in trade accounts receiv: 33¢ (551) 117
Decrease (increase) in other receivables adruasset 1,33 (1,369 (35¢)
Increase (decrease) in trade accounts pa (1,729 2,28¢ (625)
Increase (decrease) in other payables curiigdiliies 738 837 (347)
Increase (decrease) in tenant dep 13 (3149 28
687 887 (1,185
4,51/ 10,64+ 13,09¢

Appendix B : Non-cash transactions

Conversion of lon-term loans into short term loa - 101,99¢ -

The accompanying notes are an integral part ofitlamcial statements.
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BAY HEART LTD.
STATEMENTS OF CASH FLOWS - COMPANY




(in thousand NIS)

Year ended December 31,

2006 2005 2004
Reported Reported Adjusted
amount amount amount

CASH FLOWS - OPERATING ACTIVITIES

Loss for the yee (7,725 (15,72% (18,879
Adjustments required to present cash fli
from operating activities (Appendix . 4,33 10,44 12,72(
Net cash used in operating activi (3,389 (5,27%) (6,15¢)
CASH FLOWS - INVESTING ACTIVITIES
Additions to fixed asse (8,829 (11,487 (35¢)
Investment in joint ventul (5,462) - -
Other asse! - 33 (39
Net cash used in investing activit (14,28%) (11,450 (397)
CASH FLOWS - FINANCING ACTIVITIES
Receipt of lon-term liabilities from interested parti 20,755 11,09¢ 4,07(
Repayment of lor-term bank loan (6,789 (4,707 (8,462)
Shor-term bank borrowings, ni 6,33¢ 10,34¢ 10,95¢
Net cash provided by financing activit 20,30% 16,73¢ 6,56¢
Increase in cash and cash equival 2,634 11 11
Cash and cash equivalents at the beginning ofe¢he 36 25 14
Cash and cash equivalents at the end of the 2,67( 36 25

The accompanying notes are an integral part ofitlamcial statements.
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BAY HEART LTD.
STATEMENTS OF CASH FLOWS - COMPANY
(in thousand NIS)

Year ended December 31,

2006 2005 2004
Reported Reported Reported
amount amount amount

Appendix A : Adjustment required to present cash flows providedy operating

activities

Income and expenses not involving cash flows:

Depreciation and amortizatic 4,46¢ 3,871 4,07z
Adjustment (erosion) of loi-term liabilities (673 4,89t 627

Provision for impairment of asse - 922 9,411



Erosion in respect of a capital note issued éoStibsidiary (413 (61%) (622)

Changes in accrued severance (5) (5)
Company's equity in losses of the Subsid 244 561 32¢
3,622 9,63¢ 13,81:
Changes in assets and liabilities

Decrease (increase) in trade accounts recei 33¢ (5549) 124
Decrease (increase) in receivables and otheemasset 1,43¢ (1,445 (269)
Increase (decrease) in trade accounts pa' (1,729 2,28¢ (625)
Increase (decrease) in payables and other cuiabilities 657 83¢ (350
Increase (decrease) in tenant dep¢ 13 (319 28
71E 80¢ (1,097)

4,337 10,447 12,72(

Appendix B : Non-cash transactions

Conversion of lon-term loans into shc-term loans 101,99¢

The accompanying notes are an integral part ofitlamcial statements.
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BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

Note 1 — General

>

Activity

Bay Heart Ltd. is a private company which owns apgling center (“the Mall”) located in Haifa bay,dwn as “Lev
Hamifratz”. The Subsidiary has been engaged stsdadeption in the planning and construction ebenmercial-center project
near the Mall (see Note 11E

B. Definitions

The Compan Bay Heart Ltd.

The Subsidian Bay Heart Properties (1994) Ltd. (wholly owne

Proportionally a jointly controlled partnership, whose finanattements are proportionally consolidated in

Consolidated joint the Company's financial statements.

venture

Interested party — as defined in the Israeli SéiegrRegulations (Preparation of Annual Financtat&nents),
1993.

Related partie — as defined in Opinion No. 29 of the Institute ofrifid Public Accountants in Israe

Controlling shareholder — as defined in the Israeli Securities Regulationis¢Idsure of Transactions Between a Comg

and its Controlling Shareholders in the Financtat&nents), 199¢

CPI

the Israeli consum-price index.

©

Company’s business conditior

(1) At December 31, 2006 the Group had ongoisgds, a working capital deficit of NIS 27.6 milliorainly due to short-
term bank borrowings and the Company also had iesbllers’ deficiency of NIS 48.3 million. In adidn, for the year



ended December 31, 2006 the Group had losses amtbent of NIS 7.7 million and negative cash fldvesn operation
totaling NIS 3 million.

(2) The Company’s shareholders provided guararttgaling NIS 65 million for bank loans. In additi during 2005 the
management signed an agreement with the bank donyshort-term credit into a long-term loan in #meount of NIS
150 millions to be paid over a period of 15 ye&wcording to terms of agreement, the long-term lizaio be paid in 60
quarterly installments of NIS 3.9 million each stag April 2005.

The shareholders guarantee the quarterly paymethe thank up to NIS 65 million. In addition, tleauh under the
agreement, the Compe’s land is security for the loa
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BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

Note 1 — General (Cont.)

C. Company's business condition (Cont.)

(2) (Cont)

As part of the negotiation, the bank has agreagv® the Company an additional credit line in theoant of NIS 18.5
million to be used towards the renovation of thélmehereby the main expense would be due to tmstroction of the
Assuta Hospital. The credit line will be initialbet up as short-term credit for the duration ofrérevation project. The
Compan’s shareholders provided full guarantees to the famnthat additional shc-term credit.

(3) Company management is contemplating sigmifiefficiency-improvement measures consisting pritpaf achieving
full occupancy of the mall while changing its tehaamposition. Management believes that these stegsther with
obtaining of financing sources and financing areangnt with the banks, may improve operating cashgland enable
the Company to fulfill its obligation:

In light of the above outline, the continuationtiké Company’s activities and the fulfillment of d@bligations are contingent
upon the receipt of financing from its shareholdera manner facilitating the repayment of its sherm liabilities and/or
reaching financing agreements with its bai

(4) During December 2006, the rental contractwben the Company and Supersol Ltd. (party at@st@for renting an area
of 3,400 square meters which yield annually incalme to rental and managing fees of total 2.4 nnildollars, ended.
The Company’s management plans to redivide theamdaent it to small shops in return of highetatand managing
fees. Till the financial statements approval dtte,company hasn’'t found yet an alternative rerftalthe area as
mentioned above

(5)  Starting mid July, 2006 and continuing thrbugid August, 2006, the state of Israel was in litamy conflict with the
Hezbollah organization in Lebanora-<conflict that included missile attacks on civilipopulations in the northern regi
of Israel. The mall, located in the Haifa bay regiovas alternately open and operating accordirigeanstructions of th

home front command. The military conflict affectiaé 3 quarter operational results of 2006.
D. Use of estimate:
The preparation of the financial statements in edaoce with generally accepted accounting prinsipégjuires that
management makes estimates and assumptions pagtadrtransactions and matters whose ultimate teéfe¢he financial

statements cannot be precisely determined atrtfedf financial statement preparation. Althoughsthestimates are made on
the basis of the best judgment, actual results difésr from these estimate
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BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS




Note 2 — Significant Accounting Policies
A. Ceasing the adjustment of financial statements anfinancial reporting in reported amounts
1. Definitions:
Adjusted amount - a nominal, historical amount adjusted to the CADe€ember 2003 in accordance with
Opinion No. 36 of the Institute of Certified PubAccountants in Israe
Reported amount - an adjusted amount plus nominal values added, fnet@f any amounts deducted,
subsequent to December 31, 2C
2. Accounting Standard No. 12 (“Ceasing the Atipent of Financial Statements”) went into effectJamuary 1, 2004,
following which the Company discontinued, startifapuary 1, 2004, the adjustment of its financiaeshents based on
the changes in the general purchasing power dftaeli currency. Starting in 2004 the Group’s fiol statements are
prepared in “reported amounts”, with the compagafigures pertaining to periods up to (and inclgdibecember 31,
2003 included ir*adjusted amour”.
The reported and/or adjusted amounts of non-monétans reflect their cost in terms of reported amts and/or
amounts adjusted to the changes in the consumez-jpidex (CPI) until December 2003 while not neaglsreflecting
these item’ market value or value to the busine
3. Method for determining the reported amounts inahrual financial statements of 2005 and 2!
Balance sheet
— Monetary items (whose balance-sheet amount reftearent or realizable value at the balance-siegte) have
been included at their nominal values at the firgrstatements dat
— Non-monetary items have been included at their “adpistimount” plus nominal amounts added during the
reported period and less amounts deducted durageftorted perioc
— Investments in subsidiaries have been includedherasis of these compar’ adjusted financial statemen
14
BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS
Note 2 — Significant Accounting Policies (Cont.)
A. Ceasing adjustment of financial statements andrfancial reporting in reported amounts (Cont.)
4. Method for determining the reported amounts inagheual financial statements of 2005 and 2006 (¢
Statement of operations;
— Income and expenses, including financing, have beduded in nominal value
— Income and expenses stemming from nwmetary items (mainly depreciation) have been edathbconcurrentl
with the computation of their corresponding bal-sheet amount:
B. Principles of consolidation
The consolidated financial statements includedafisolidation of the Subsidiary. Material transas$i between the Company
and its Subsidiary as well as balance and intereomjpalance have been fully eliminat
The consolidated data is based on the auditeddiabstatements of the Subsidiary, which has ba#y éonsolidated following
the adaptation of its accounting policies with #ho$the Company
C. Cash equivalents

Cash equivalents include unrestricted bank demaddime deposits with original maturity dates neteeding three months.



D. Allowance for doubtful accounts

The allowance is computed specifically in respé@mounts, the collection of which in managemeapion is doubtful.
15
BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS
Note 2 — Significant Accounting Policies (Cont.)

E. Fixed asset:
Fixed assets are stated at cost, net of accumudafg@ciation and net of a provision for impairmi@ntalue. Impairment has
been computed on the basis of Israeli Accountimm@ird No. 15 (see Note 2G). Depreciation is coetphy the straight-line
method, based on the estimated useful lives casisets, at the following annual rat

%

Commercial cent- building 2-7
Machinery and equipme 10
Office furniture and equipme 6-33

F. Other assets
Other assets, which constitute costs incurred eyCthmpany as part of its participation in the cartdion of a railway terminal
which is connected to its owned commercial cerstar stated at cost, net of accumulated amortizatiomputed at an annual
rate of 10% and a provision for impairment in vallibe latter is computed on the basis of Israeloioting Standard No. 15
(see Note 2G and Note 2(

G. Provision for impairment of assets
Pursuant to Accounting Standard No. 15 of the Iskaeounting Standards Board, the Company exantimesecoverable
amount of its long-lived assets whenever theret®sisy indication of their potential impairmentat asset’s book value
exceeds its recoverable amount, which is estaldiblgehe higher of the net selling price and itkiean use, the Company
recognizes the loss from this impairment in asa@ie; An impairment recognized in the past maydvensed only if a change
occurs in the estimates used in determining thevesable amount from the date of last loss recagnifThe book value
following that reversal may not exceed the valusggaeed to that asset had this impairment loss eehlvecorded in prior years
(see Notes 5 and €

H. Revenue recognitior
Service revenues are recognized over the perititeaservice.
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BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS
Note 2 — Significant Accounting Policies (Cont.)

l. Earnings (loss) per share
Earnings (loss) per share are computed based anetighted average number of shares outstandinggitiie year.

J. Transactions with a controlling party




An interest-bearing capital note issued to the Camypby its Subsidiary has been accounted for inraence with the Israeli
Securities Regulations (Disclosure of Transacti®esveen a Company and its Controlling Sharehold€96.

Fair value of financial instruments

The financial instruments of the Company and itestliary mainly include non-derivative assets aailities.

Non-derivative assets include: cash and cash equitgalgade accounts receivable, receivables ana othieent assets. Non-
derivative liabilities include short-term bank bmmings, trade accounts payable, payables and otlegnt liabilities, longerm
bank loans, amounts due to interested partiesearaht deposits. Due to the nature of these finhimsauments, their fair valt
is usually identical or close to the value at whichy are presented in the financial statem

Exchange rate and linkage

CPI and the dollar exchange-rate data:

CPI (index "in respect of")

NIS/$ (1998 base year)
December 31,
2006 4.22¢ 116.9:
2005 4.60: 117.0¢
% %
Increase (decrease) during the year
endedDecember 31 -
2006 (8.2 0.3
2005 6.8 2.4
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Note 2

BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

— Significant Accounting Policies (Cont.)

Effect of new accounting standards

Accounting Standard No. 22— Financial Instruments — Disclosure and Presentation:

In July 2005, the Israel Accounting Standards Bgek&B) issued Accounting Standard No. 22 — “Firniahinstruments —
Disclosure and Presentation” (hereinafter — thari8ard”). The Standard sets down the presentatmngions for financial
instruments and the fair disclosure required therethe financial statements. The presentatiowvigions address the rules for
the allocation and classification of financial mshents into financial assets, financial liabiktier equity instruments, the
classification of interest, dividends, and lossas gains related thereto, and the conditions tteateqjuired for the offset of
financial assets against financial liabilities. Tdtandard requires disclosure of information pait@j to the factors that impact
on the amount, timing, and certainty of the Compmfyture cash flows related to financial instrurtseand the accounting
policy implemented in connection with such instrunise The Standard also requires disclosure of imédion pertaining to the
nature and scope of the use that the Company nadiemncial instruments, the business needs teeyes the risks connected
thereto, and management policy pertaining to cdlimgosuch risks. The Standard supersedes OpinimR “the Accounting
Treatment of Option Warrants” and Opinion No. 53¢"Accounting Treatment of Convertible Liabilities"the Institute of
Certified Public Accountants in Israel. The Standapplies to the financial statements for periaatamencing on or after
January 1, 2006. Accounting Standard No. 22 reguirespective application of its provisions. Acdongly, comparative
amounts presented in the financial statementsridgecommencing on the effective date of the Stashalill not be restates

In the opinion of the Company, the effect of thevretandard on the results of operations, finammisition, and cash flows of
the Company will be immaterie

Accounting Standard No. 24- Stock-Based Payment:

In September 2005 the Israel Accounting Standamsdissued Accounting Standard No. 24 , “StockeBa®ayment”. The



Standard requires the recognition in the finansialements of stock-based-payment transactiorisding those with
employees or other parties and which are to bkedatt cash, other assets or equity instruments fesult, among other thing
expenses pertaining to grants of shares and optioemployees are to be allocated over the graetting periods based on
each grant’s fair value at the grant date. Thed&tahestablishes measurement rules, and distigairegnents for transactions
which are to be settled by equity instruments,gaations which are to be settled by cash, anddcdiens whose terms
enable one of the parties to elect between settieineash or by an equity instrume
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BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

— Significant Accounting Policies (Cont.)

Effect of new accounting standards (cont.)

Accounting Standard No. 24- Stock-Based Payment (cont.:

The Standard also describes various disclosuréregnents as to the share-based-payment paymeatsle&dtl No. 24 will go
into effect for periods beginning January 1, 200€hereafter, with earlier implementation recommash

The Standard’s guidance with respect to share-hasgdent to be settled by an equity instrumentaize implemented in
regard to any grant made subsequent to March T B0t not yet vested by January 1, 2006. SinaeStandard will be
implemented in regard to periods commencing JanLaPP06, no expenses are allocated in the 20@Bdial statements in
respect of grants made subsequent to March 15, 208krtheless, in the 2006 financial statemehts2005 financial
statements are to be restated to reflect the egpdosthat perioc

The effect of the Standard on the Company’s fir@rstatements is not expected to be material.

Accounting Standard No. 21— Earnings per Share:

In February 2006 the Israel Accounting Standardasr@dssued Accounting Standard No. 21, “Earningspere” (“the
Standard”). Upon the introduction of this Stand&@ginion No. 55 of the Institute of Certified PubAccountants in Israel on
Earnings per Share will be supersec

The Standard establishes that an entity is to coenfsibasic earnings per share in regard to inconhess attributable to
ordinary shareholders of the reporting entity, trat the entity shall compute its basic EPS wipeet to income or loss from
continuing operations attributable to the ordinsimareholders of the reported entity, should sucprésentec

Basic earnings per share is to be computed byidiyithcome or loss attributed to holders of ordynsinares of the reporting
entity (numerator), by the weighted average ofahstanding ordinary shares (denominator) duriegptriod.

In its computation of diluted earnings per share,dntity must adjust its income or loss attribledb the ordinary shareholders
of the reporting entity and the weighted averagthefoutstanding shares for the effects of alldihgive potential ordinary
shares

In accordance with the Standard’s guidance, thedata will apply to financial statements for pesadarting January 1, 2006
and thereafter. The Standard further establishastthguidance is to be applied retroactivelydspect of comparative earnings
per share data relating to prior peria

The Company believes that the effect of the Stahdarits earnings (loss) per share is not expeictbé material.
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Effect of new accounting standards (cont.

Standard No. 25-Revenues:

In February 2006 the Israel Accounting Standardar@published Accounting Standard No.25 (“Revenyeghich establishes
rules for the recognition, measurement and pre§entaf revenues arising from th

sale of goods; rendering of services; and use lgrstof entity assets yielding interest, royaléied dividends. The standard
states that an entity should measure its reveragesdbon the fair value of the proceeds receivefbaedtitled to. Assets and
liabilities included in the balance sheet on Decen$i, 2005 in amounts different than those reamghbefore this standard’s
implementation will be adjusted on January 1, 2@0he amounts recognized based on this standétdtive effect of this
adjustment recognized as a cumulative effect ai@ounting chang:

Management believes that the effect of this newdsted on the Company’s financial position, resafteperations and cash
flows is not expected to be materi

Standard No. 25 will apply to financial statemestsering periods beginning January 1, 2006 and oafsva

Asse’s rental contracts

The company classifies asset rental contractsretha financial or operational lease accordintp¢éorequirements detailed in
IAS Standard No. 17 (international standard). Adowg to the international standard, the lease lvéltlassified as financial if
actually transfers all included risks and bendttthe lessee. The lease will be classified asatjperal if there is no actual
transfer of all risks and benefits included in ovetdp.

The international standard classifies the leaserdarg to the financial nature of the transactibhe standard presents a nun
of examples which can be used each on its owrs ar@mbination, to indicate whether the leasmantial as follows:
transferring actual ownership of the asset to¢isede; giving the option of acquisition to thedesat an opportune cost;
verifying that the time period of the lease is dstent with the majority of the financial lifetined the leased; verifying that the
present value of the cash flow is equal to thevalue of the leased; verifying that the leasaghisjue in character such that
only the lessee will be able to use the leasedowtitany substantial adjustmer

The company examined the rent transaction of agt @asshe mall to “Asuta’according to the naturdlué transaction and the
examples as described above. The company viewstreial nature of the Asuta transaction as a leng lease
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Significant Accounting Policies (Cont.)

Asse’s rental contracts (cont.)

According to the rental contract between the comizard Asuta, the legal and proprietary ownershithefrented does not
transfer to Asuta. The time period of the rentwatten in the contract, is fifteen years, with ayation for extension, and does
not constitute the majority of the lifetime of thented. The present value of the expected cashtfidve received during the
time period of the rented is not close to the ¥aiue of the rented. As a result of the multi-pwsgoonstruction of the rented, at
the end of the contractual time-period of the réntiee renter will be able to use it for other mpsgs, and rent to alternative
renters without any significant cost adjustmentspared to the fair value of the rent

According to the nature of the transaction andwhele of the examples as described above, theactina was classified as an
operational least

Additional Details Concerning Current Assets

Consolidated Company
December 31, December 31,
2006 2005 2006 2005
Reported Reported Reported Reported

amount amount amount amount



Trade accounts receivable

Outstanding accoun 2,38( 2,71¢ 2,37¢ 2,712
Pos-dated checks receivak 69¢€ 594 69¢€ 594
3,07¢ 3,31( 3,07z 3,30¢
Less: allowance for doubtful accoul (847) (742 (847) (743
2,22¢ 2,561 2,22t 2,56

BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS
(in thousands of NIS)

Note 3 -

Additional Details Concerning Current Assets (conf).

B. Other receivables and current asset

Institutions

Prepaid expenst

Related partie

Deposit due to building permi

Accounts receivable due to leaseh
investment:

Other

Note 4 — Investments, LongTerm Loans and Receivables

Long-term loan- construction o
commercial center\ cinema center

Investment in the Subsidiary (*
Capital note (B

Capital reserve (**
Accumulated defici

Consolidated

Company

December 31,

December 31,

2006 2005 2006 2005
Reported Reported Reported Reported
amount amount amount amount

221 57¢ 152 507

201 303 201 303

10¢€ 51 89 13¢

10C 10C 10C 10C

- 921 - 921

58 70 58 70

68€ 2,02( 60C 2,03¢

Consolidated

Company

December 31,

December 31,

2006 2005 2006 2005
Reported Reported Reported Reported
amount amount amount amount
2,391 347 6,38¢ 924
- - 10,627 10,21«
- - 3,00¢ 3,00¢
- - (3,207 (2,967




)
)

Investment in shares of the Subsidiary in an amtasstthan NIS 1.0(
In respect of a transaction carried out betweerCivapany and a controlled compa

The balance of the loan, which provided by the Camypto the joint venture for constructing the comered center\ cinema
center (see Note 11B). The loan is unlinked and et bear interes
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— Investments, LongTerm Loans and Receivables (cont.)

This loan was provided to the Subsidiary for adqgitand and constructing the commer-center project

Starting January 1, 1999 this loan was converteddrcapital note. Starting January 1, 2002 it ivé®d to the CPI and beari
interest of 5%. Pursuant to the Israel Securitiegufations (Disclosure of Transactions Between m@my and Its Controlling
Shareholder in the Financial Statements), 199@p#al reserve has been presented in shareholiiisiency in respect of that
capital note

The Company will set the repayment date of thetahpote by advance notice of fifteen months.

Information pertaining to an investment in a joint venture

The following is summarized data concerning thatjgenture whose financial statements have begroptionately
consolidated in these financial stateme

December 31,

2006 2005

Reported amount Reported amount

(NIS in thousands)

Current assel 708 61€
Non-current assel 8,73¢ 3,51¢
Current liabilities 327 16t
Long-term liabilities 7,47¢ 2,52¢

Year ended December 31,

2006 2005 2004
Reported Reported Reported
amount amount amount

(NIS in thousands)

Revenue: 63¢ 621 622



Expense:! 25€ 34¢ 32t

Net income 383 272 297
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Note 5 — Fixed Assets, Ne

A. Composition

Consolidated

Machinery
and Office furniture
Land equipment and equipment Total

Reported amount

(NIS in thousands)

Cost:

Balance- January 1, 200 298,96° 14,95( 1,51¢ 315,43¢
Additions 12,19¢ - 41 12,23¢
Balance- December 31, 20C 311,16: 14,95( 1,557 327,66¢
Accumulated depreciation:

Balance January 1, 20! 70,88¢ 14,80: 1,23¢ 86,92¢
Depreciation expens 5,86¢ 48 64 5,98(
Balance- December 31, 20C 76,75¢ 14,85( 1,302 92,90¢
Less: Provision for impairment in

value of asset:

Balance- January 1, 200 72,07: 87 99 72,25,
Depreciatior (1,949 (12 9) (1,969
Balance- December 31, 20C 70,12¢ 75 a0 70,29:

Net book value:
December 31, 200 164,28 25 16E 164,47(

December 31, 200 156,01: 61 17¢ 156,25:
Company

Cost:

Balance- January 1, 200 286,94: 14,95( 1,51¢ 303,40¢

Additions 8,782 - 41 8,82t

Balance- December 31, 20C 295,72! 14,95( 1,557 312,23:



Accumulated depreciation:

Balance- January 1, 200 70,68¢ 14,80: 1,23¢ 86,72¢
Depreciation expens 5,831 48 64 5,94:
Balance- December 31, 20C 76,51t 14,85( 1,302 92,661

Less: Provision for impairment in
value of asset:

Balance- January 1, 200 72,07 87 99 72,251
Depreciatior (1,949 (12 9 (1,969
Balance- December 31, 20C 70,12¢ 75 90 70,29:

Net book value:

December 31, 200 149,08: 25 16E 149,27:
December 31, 20C 144,18¢ 61 17¢ 144,42¢
24
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Note 5 — Fixed Assets (Cont.)

B. Additional details

(1) The Company has ownership rights to the l:

(2)  The investment in the construction of the owercial center includes Company land at a costI8f&million, and the
Subsidiary’s share in the land at a cost of NI$3thousand as well as planning and constructistsdotaling NIS
2,992 thousand. The Subsidiary’s land has not gehlegistered in the name of the Subsidiary atamel Registry
Office due to various procedures not yet conclualethe seller. To secure the registration, a secankling mortgage
was recorded on the land in favor of the Subsid

The Subsidiary’s financing expenses up to Decer@beP000 have been capitalized to the cost ofahd.|

3) Based on the management’s expectation ofatipes, they concluded that the fixed assets isgmted at fair value, and
there is no need to make an additional provisioritfe year 200¢€

Based on appraiservaluation made in January 2006, the net bookegaddi the fixed assets and other assets were
down by NIS 923 thousand at December 31, 2

(4)  As for liens on asse- see Note 11
Note 6 — Other Assets

A. Composition (Consolidated and Company

Payment on account of a
railway terminal

Reported amount

(NIS in thousands)

Cost:



Balance- January 1, 200 7,33
Additions -

Balance- December 31, 20C 7,337

Accumulated amortization:

Balance- January 1, 200 3,08
Current year's amortizatic 738
Balance- December 31, 20C 3,82(

Less: provision for impairment in value of assets:

Balance- January 1, 200 1,42¢

Current year's amortizatic (24¢)

Balance- December 31, 20C 1,18C

Net book value:

December 31, 200 2,337

December 31, 200 2,822
25
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Note 6 —  Other Assets (Cont.)

B. As for the provision for impairment in value of assets- see Note 5B (3).

C. Additional details

On April 13, 1999 the Company signed an agreemdhttive Ports and Railroad Authority (“PRA”) fordltonstruction of a
railway station to be financed by the Company. Ugg@reompletion, the station was transferred toawaership of the PRA for
no consideratior

The construction of the station near the Mall wasigned to increase the number of visitors thedehemce promote sales. The
station facilitates quick and easy access to thik &a to nearby site:

The train station’s cost will be amortized over fegiod of economic benefit, which, in managemeestmate, is expected to
be 10 years

Note 7 — Additional Details Concerning Current Liabilities

A. Short-term bank borrowings

Consolidated Company
December 31, December 31,
2006 2005 2006 2005
Interest Reported Reported Reported Reported
rate amount amount amount amount
% (NIS in thousands) (NIS in thousands)
Overdraft 14-9.4 - 89¢€ - 89¢€
Unlinked shor-term loans 6.5 18,50( 11,26¢ 18,50( 11,26¢

Current maturities ¢



lonc-term loans 7,35: 6,93( 7,14¢ 6,74(

25,85¢ 19,09: 25,64¢ 18,90z

As for an agreement with a bank regarding the cmiwe of short-term loans to a long-term loan —Nete 16.

B. Trade accounts payable (consolidated and Compan

December 31,

2006 2005
Reported Reported
amounts amounts

(in thousand NIS)

Outstanding amounts ( 1,937 3,54(
Pos-dated check 51¢ 644
2,45¢ 4,18¢

* Includes an amount of NIS 1,123 thousand duaterésted parties as of December 31, 2005
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Note 7 — Additional Details Concerning Current Liabilities (Cont.)
C. Other payables and current liabilities
Consolidated Company
December 31, December 31,
2006 2005 2006 2005
Reported Reported Reported Reported
amount amount amount amount
(in thousand NIS) (in thousand NIS)
Deferred incomt 71 99 71 99
Wage-related liabilities 262 22¢ 262 22¢
Institutions 331 74% 32C 74%
Interest payabl 2,09t 2,33¢ 2,09t 2,33¢
Accrued legal claim 664 65E 664 65E
Other (*) 1,574 208 1,49( 184

* Includes an amount of NIS 748 thousand due teredted parties as of December 31, 2006

Note 8 — Long-Term Banks Loans

A. Composition

Consolidated Company



December 31, December 31,

2006 2005 2006 2005
Reported Reported Reported Reported
Interest rate amount amount amount amount
% (in thousand NIS) (in thousand NIS)

CPI-linked 6.22 142,86 150,20¢ 142,08¢ 149,24

Less: curren
maturities (7,359 (6,930 (7,14%) (6,740)
135,51: 143,27¢ 134,94: 142,50:

B. Repayment schedule at December 31, 20
Consolidated Company
(in thousand NIS)
First year- current maturitie: 7,35: 7,14¢
Second yea 7,82¢ 7,60z
Third year 8,32¢ 8,081
Fourth yeal 8,70¢ 8,601
Fifth year 9,15( 9,15(
Sixth year and thereaft 101,50( 101,50(
142,86¢ 142,08
C. The liabilities are secured by liens (see Note
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Note 9 — Long-Term Liabilities to Interested Parties

The loans received from interested parties arestirto the CPI and bear no interest. The repaynaasdave not yet been establist

Note 10 - Accrued Severance Pay, Net (Consolidated and Compg

A. Composition

December 31,

2006 2005
Reported Reported
amount amount

(in thousand NIS)

Accrued severance pi 16€ 164
Less: amounts funde (16¢) (164)




B. Additional details

The Company’s obligations for severance pay is @Véy deposits with managers’insurance policies@ovident funds. The
amounts accumulated at the insurance companiewarsder the Company’s custody or managementaaoardingly, not
reflected in the balance sheet. The deposited ifwriddes accrued earnings and may be withdrawrestity) the provisions of
the Severance Pay Law, 19!

Note 11 — Commitments and Contingent Liabilities

A. Liabilities secured by liens

As security for its bank loans the Company regéstex fixed lien on its share capital, goodwill htigyin land and rights to
assets. In addition, it registered a floating lienall existing assets as well as present anddutghts. As of December 31, 20
these bank loans secured by those liens amountetbt@61,364 thousand (Compan

B. Commitments
The Subsidiary acquired a 50%-interest in landtsighy purchasing half of the shares of the congsmaivning the land) in an
area of 8,300 sg.m. of land adjacent to the Malkiily 1997 the Subsidiary and the sellers entaer&xda joint-venture
agreement to plan, construct, lease and manageea-tmst commercial center for leasing larger coneiaéspace, as well as a
gas station

A total of NIS 3.8 million had been accumulatedthg balance-sheet date, in respect of the profedtding costs of a gas
station, which had been constructed at a cost 85fIN% million and commenced operation during 2!
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Note 11 — Commitments and Contingent Liabilities (Cont.)

B. Commitments (cont.)

As of December 31, 2006, the plans of construaiisyopping center are on hold. Nevertheless, timep@oy is negotiating to
establish the joint-venture as planned. During 2808emorandum of Understanding was signed betweeompany and the
Israeli Theaters Ltd, a company witch operatesmamis Israel

C. Long-term leases

The minimum future, CPI-linked, rental revenuesrirall long-term leases exceeding one year at Deeeih 2006, follows:

thousand NIS

2007 9,24¢

2008 6,30¢

2009 4,82¢

2010 4,14¢

2011 and onwarc 26,63¢

Total 51,167
Note 12 - Share Capital

A. Composition

December 31, 2005 and 2006

Number of shares

Issued and
Authorized outstanding



Ordinary shares of NI
1.00 par value eac 5,000,001 4,672,73.

B. The ordinary shares grant their holders the righttend and vote in General Meetings, participatiistribution of earnings
and, in the event of liquidation, participate ie tistribution of excess asse
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Note 13 - Supplementary Information Concerning Income and Exgnses
Consolidated Company
Year ended December 31, Year ended December 31,
2006 2005 2004 2006 2005 2004
Reported Reported Reported Reported Reported Reported
amount amount amount amount amount amount

(in thousand NIS)

A. Revenues (*)

Rental income 12,851 10,29¢ 10,717 12,45¢ 9,907 10,18:
Management fee 5,272 4,871 5,09t 5,272 4,871 5,09t

18,12¢ 15,17: 15,81: 17,73( 14,78:¢ 15,27¢

*) Revenues from major lesse- see Note 16B (1

B. Operating expenses
Depreciation and amortizatic 4,501 3,91¢ 4,13¢ 4,46¢ 3,871 4,07:
Salaries and social benef 1,57¢ 1,36¢€ 1,711 1,57¢ 1,36¢ 1,711
Cleaning and securit 2,85¢ 2,764 2,73¢ 2,85¢ 2,764 2,73¢
Electricity and wate 92C 1,04¢ 1,23 92C 1,04¢ 1,23
Advertising 2,52¢ 2,51( 2,507 2,52¢ 2,51(C 2,507
Maintenance 464 41¢€ 49¢ 464 41¢€ 49¢
Other 51€ 58E 28C 51€ 58E 30¢€

13,36 12,60: 13,104 13,327 12,56¢ 13,06:

C. General and administrative expense

Insurance 40¢ 56¢& 47¢ 40¢ 56E& 47¢
Salaries and social benet 60¢ 78C 72€ 60¢ 78C 72€
Professional fee 53C 43¢ 48C 50€ 417 45¢
Bad deb 33¢ (27) 82 33¢ (27) 82
Municipal taxes 663 85¢ 924 663 85¢ 924
Other 20¢ 23C 182 20¢ 23C 17C

2,757 2,84¢ 2,867 2,73¢ 2,82¢ 2,83¢

D. Financing expenses, net




Interest on lon-term loans
Interest expenses (income)
shor-term loans and othe

net

8,45¢ 14,03¢ 4,05¢ 7,87¢ 13,14¢ 3,37¢
1,27¢ 48¢ 5,25( 1,27¢ 48¢ 5,13t
9,73 14,52¢ 9,30¢ 9,151 13,63¢ 8,51«

E. Other expenses, ne
Other expenses of NIS 923 thousand (consolidatddCampany) pertain to a provision for impairmenthia value of assets
(see Note 5(b) (3)). In 2004 other expenses of W] 1 thousand pertain to a provision for impairtierthe value of asset
30
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Note 14 - Income Taxes (Consolidated and Company
A. Effective tax rate
The difference between the theoretical tax comphtethe ordinary rates and the provision for incamess follows:
Consolidated
Year ended December 31,
2006 2005 2004
Reported Reported Reported
amounts amounts amounts
(in thousand NIS)
Pre- tax income (loss (7,725 (15,72Y) (18,879
Statutory tax rat 31% 34% 35%
Tax computed at the statutory ri (2,395 (5,347 (6,607)
Disallowed expenses and otl
differences, ne 512 55k 49t
Losses and tax benefits in resp
of which no deferred taxes ha
been recorde 1,83 4,792 6,112
differences, ne - - -
B. The Company and the Subsidiary have received fidahssessments up to, and including, the 20(-year.
C. At December 31, 2006, the Company had «-forward tax losses amounting to NIS 89 milli
D. As of December 31, 2006 the Company did not reaaddferred-tax asset of approximately NIS 27.5iomilkince its
realization is not expecte
E. On July 25, the Knesset passed an Amendment to¢bene Tax Ordinance (No. 147), 2005 which stippdaamong other

things, that the corporate tax rate is to be griyluaduced to the following tax rates: 2006 — 3122607 — 29%, 2008 — 27%,

2009- 26% and 2010 and thereaf- 25%.
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Note 15 - Interested and Related Parties (Consolidated and Gopany)

A. Balances with related parties

Interested partie- trade accounts receivat

Interested partie- trade accounts payak

Interested partie- expense payable

As for long-term liabilities to interested partiesee Note 9.

December 31,

2006 2005
Reported Reported
amounts amounts

(in thousand NIS)

30 60

- 1,12¢

74¢€ -

B. Benefits granted to, and transactions with, intekparties
Year ended December 31,
2006 2005 2004
Reported Reported Reported
amounts amounts amounts
(in thousand NIS)
1. Revenues
Rental and management fees 2,417 2,68¢ 2,89¢
2. Benefits to an interested party employ
by the Company
Salary and fringe benefi 581 572 843
3. Investments in building (** 4,44¢ 4,07( -
4, Pursuant to the decision of the Company’sdboadirectors, starting in 2002, long-term loane do interested parties

are linked to the CPI and bear no interest. Theré@st rate on loans from interested parties in 2004d at 5.2% above
the CPI. It was also decided that — starting in28@nanagement fees would no longer be allocat#ietinterested

parties.

(*) An area of 3,400 sqg. m. is leased to Supert$al (an interested party).

(**) Construction work made by a company related togarest party.
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BAY HEART LTD.

Linkage Terms of Monetary Balances

Consolidated balance shee

December 31, 2006

Current assets

Cash and cash equivale!

Trade accounts receivak
Receivables and other current as:

Long-term loans receivable

Current liabilities

Shor-term bank borrowing

Trade accounts payak

Payables and other current liabiliti

Long-term liabilities
Bank loans

Due to interested partit
Tenant deposit

December 31, 200

Current assets

Cash and cash equivalel

Trade accounts receivak
Receivables and other current as:

Long-term loans receivables

Current liabilities

Shor-term bank borrowing

Trade accounts payat

Payables and other current liabiliti

Linked to
CPI Unlinked Total
(in thousand NIS)
- 2,70z 2,70z
- 2,22¢ 2,22¢
177 511 68¢
177 5,44: 5,61¢
- 2,391 2,391
177 7,83¢ 8,01¢
7,35 18,50( 25,85
- 2,45t 2,45k
- 4,997 4,997
7,358 25,95: 33,30¢
135,51: - 135,51:
53,76¢ - 53,76¢
54E 5 54E
189,82- - 189,82-
197,17 25,95: 223,12¢
- 81 81
- 2,561 2,561
11¢ 1,901 2,02
11¢ 4,54¢ 4,66¢
- 347 347
11¢ 4,89¢ 5,01¢
6,93( 12,16: 19,09:
- 4,18¢ 4,18¢
- 4,264 4,264
6,93( 20,61( 27,54(




Long-term liabilities
Bank loans

Due to interested partit
Tenant deposit
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143,27t - 143,27t
33,31¢ = 33,31¢
532 - 532
177,12¢ = 177,12¢
184,05¢ 20,61( 204,66¢

Note 16
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BAY HEART LTD.

Linkage Terms of Monetary Balances (Cont.

Company balance shee

December 31, 200

Current assets

Cash and cash equivalel

Trade accounts receivak
Receivables and other current as:

Long-term loans receivable

Current liabilities

Shor-term bank borrowing

Trade accounts payak

Payables and other current liabiliti

Long-term liabilities
Loans from bank

Due to interested partit
Tenant deposit

December 31, 200:

Current Assets

Cash and cash equivalel

Trade accounts receivak
Receivables and other current as:

Linked to
CPI Unlinked Total
(in thousand NIS)

- 2,67( 2,67(
- 2,22% 2,22t
89 511 60C
89 5,40¢ 5,49t
16,81¢ - 16,81¢
16,90 5,40¢ 22,31(
7,14¢ 18,50( 25,64¢
- 2,45t 2,45k
- 4,90z 4,902
7,14¢ 25,857 33,00¢
134,94 - 134,94
53,73¢ - 53,73¢
54t - 54t
189,22( - 189,22(
222,22! 25,851 196,36¢
- 36 36
- 2,56 2,568
13E 1,901 2,03¢




Long-term loans receivable

Current liabilities

Shor-term bank borrowing

Trade accounts payak

Payables and other current liabiliti

Long-term liabilities
Loans from bank

Due to interested partit
Tenant deposit

13t 4,50( 4,63¢
11,18¢ - 11,18¢
11,31¢ 4,50C 15,81¢
6,74( 12,16: 18,90:

- 4,18¢ 4,18¢

= 4,24t 4,24t

6,74( 20,59: 27,33
142,50: - 142,50:
33,28¢ - 33,28¢
532 - 532
176,31¢ - 176,31¢
183,05¢ 20,59: 203,65(
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Note 17

A.

BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

Condensed Financial Statements in Nominal Terms (@t.)

Balance sheet:

Current assets

Cash and cash equivale

Trade accounts receival

Receivables and other current as
Investments, loans and lon-term receivables

Fixed assets, net

Other assets

Current liabilities
Shor-term bank borrowing

December 31,

2006

2005

(in thousand NIS)

2,67C 36
2,22¢ 2,56¢
60C 2,03¢
5,49t 4,63¢
15,05« 9,42:
111,36: 105,68:
2,81z 3,63¢
134,72 123,37:
25,64¢ 18,90:



Trade accounts payat 2,45¢ 4,18¢
Payables and other current liabilit 4,90z 4,24¢

33,00¢ 27,33:

Long - term liabilities

Bank loan: 134,94: 142,50:
Due to interested parti 53,73¢ 33,28¢
Tenant deposit 54k 532
189,22( 176,31¢
Shareholders' deficiency (87,507) (80,227
134,72 123,37
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BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS
(in thousands of NIS)

Note 17 - Condensed Financial Statements in Nominal Terms (Gd.)

B. Statements of operation:

Year ended December 31,

2006 2005 2004

(in thousand NIS)

Revenue: 17,73( 14,78¢ 15,27¢
Operating expenst 12,82¢ 12,02¢ 12,23¢
Gross profi 4,90z 2,75¢€ 3,03¢
General and administrative expen 2,73¢ 2,82¢ 2,83¢
Operating incom 2,16¢ (68) 204
Financing expenses, r 9,151 13,63( 8,51«
Loss before losses of the subsidi (6,982 (13,699 (8,310
Losses of the Subsidia 248 55¢ 35C
Loss for the yee (7,225 (14,25¢) (8,660
36




BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

Note 17 - Condensed Financial Statements in Nominal Terms
C. Statements of changes in shareholde’ deficiency
Share Accumulated
capital deficit Total
(in thousand NIS)
Balance - January 1, 2004 4,67: (62,039 (57,369
Loss for the yea - (8,660 (8,660
Balance - January 1, 2005 4,67: (70,699 (66,027)
Loss for the yea - (14,25¢) (14,25¢)
Balance- January 1, 200€ 4,67: (84,95() (80,277
Loss for the yea - (7,225 (7,225
Balance- December 31, 200! 4,67: (92,17%) (87,507)
Note 18 - Condensed Consolidated Financial Information in U.SDollars
A. Principles of translation
The Company'’s statutory financial statements weigirally prepared in adjusted NIS, with its nonlihlS data (presented in
Note 17) translated into US dollars, in accordanitk the guidelines received from the investorf@l®ws:
(1) Upto, and including, December 31, 19
(@) Balance shee
Non-monetary items were translated at the exchangdnaffect on the transaction date.
All other assets and liabilities were translatethatexchange rate in effect on the balance-statet d
(b)  Statement of operatiot
Revenues and expenses were translated at theartatdge exchange rate in effect on the transactie.
Differences arising from translation were includedinancing expenses, net.
37
BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS
Note 18 - Condensed Consolidated Financial Information in U.SDollars (Cont.)
A. Principles of translation (Cont.)

@)

Commencing January 1, 19



(3)
(4)

Commencing January 1, 1993, the Company'’s finanicitd in nominal NIS was translated into dollarsdabon
Statement No. 52 (“Foreign Currency Translatiorf)he US Financial Accounting Standards Boardhie tegard, in
accordance with a pronouncement issued by the Engelgsues Task Force (“EITF”), effective Januant93, Israel
was no longer considered to have a hyperinflatypeaonomy and, accordingly, effective January B3]l %he translatio
was performed as described bel

Opening balances on January 1, 1993 were derioed fihe December 31, 1992 financial statements llardqtranslate
pursuant to the guidelines mentioned above), whiete translated back into NIS based on the reptatbes exchange
rate on that date and became the new, nominal ivallikS. At the end of all reported periods subssguo January 1,
1993, the nominal NIS financial data has been ta¢ed as follows
(@) Balance shee
Assets and liabilities have been translated inttadobased on the representative exchange raiéeat as of the
respective balance sheet dates. Amounts relatisgare capital and receipts on account of shanes theen
translated into dollars based on the representatighange rate in effect as of the date of thestretion.
(b)  Statement of operatiol

Revenues and expenses have been translated aj@eschange rates during the respective reporenggs.
(c) Differences arising from translation have been réed as a separate component of shareh¢ deficiency.
See Note 2L for data relating to the representatiahange rate of the doll:

Dollar amounts herein should not be constregdept where otherwise indicated in the finansiatements, as a
representation that NIS amounts actually represeobuld be converted into dolla
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Note 18

A.

BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

Condensed Consolidated Financial Information in U.SDollars (Cont.)

Principles of translation (Cont.)

(%)

NIS amounts in this note are presented for comparaurposes only, and represent the opening basaoic January :
1993 in NIS as per (2) above, after giving effectite recording of all transactions since that dateminal NIS.

Condensed consolidated balance shet¢

December 31, December 31,
2006 2005 2006 2005
(in thousand NIS) (in thousand US dollars)
Current assets

Cash and cash equivalel 2,702 81 64C 18
Trade accounts receivak 2,22¢ 2,567 52¢ 55¢
Receivables and other current as: 68¢€ 2,02( 164 44C
5,61¢ 4,66¢ 1,332 1,01¢
Investments, loans and long-term receivables 2,39i 347 567 75
Fixed assets, ne 150,48 142,01( 35,61¢ 30,85:

Other assets 3,322 4,01¢ 78€ 872



Current liabilities

Shor-term bank borrowing

Trade accounts payat

Payables and other current liabiliti

Long - term liabilities
Bank loans

Due to interested partit
Tenant deposit

Shareholders' deficiency

39

161,82 151,04( 38,30: 32,81
25,85 19,09: 6,11¢ 4,14¢
2,45¢ 4,18¢ 581 90¢
4,997 4,26¢ 1,18: 92¢
33,30 27,54 7,88: 5,98:
135,51 143,27¢ 32,07« 31,127
53,76¢ 33,31¢ 12,72¢ 7,23¢
54t 532 12¢ 11€
189,82 177,12 44,92¢ 38,48:
(61,307 (53,629 (14,509) (11,650
161,82 151,04( 38,30: 32,81

BAY HEART LTD.

NOTES TO THE FINANCIAL STATEMENTS

Note 18 -

Condensed Consolidated Financial Information in U.SDollars (Cont.)

C. Condensed consolidated statements of operatio

Revenue!

Less:
Operating, general and administrative expel
Depreciation and amortizatic

Operating incom:

Financing expenses, r

Loss before comprehensive inco
Other comprehensive incornr

Translation adjustmel

Comprehensive los

Year ended December 31,

Year ended December 31,

2006 2005 2004 2006 2005 2004
(in thousand NIS) (in thousand US dollars)

18,12¢ 15,17: 15,78: 4,28( 3,36: 3,521
11,62( 11,53¢ 11,86( 2,74¢ 2,55¢ 2,64
4,45¢ 3,841 3,73¢ 1,052 851 83:<
16,07¢ 15,37¢ 15,59¢ 3,801 3,40¢ 3,48(
2,05¢ (203) 187 47¢ (46) 41
9,73: 14,51¢ 9,30¢ 2,307 3,19 2,071
(7,676 (14,729 (9,117 (1,82¢) (3,243 (2,030
- - - (1,03)) 625 (199)
(7,676 (14,72) (9,117 (2,859 (2,619 (2,229
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Note 18

D.

Condensed Consolidated Financial Information in U.SDollars (Cont.)

BAY HEART LTD.

NOTES TO THE FINANCIAL STATEMENTS

Condensed statements of changes in sharehold' deficiency

Balance-January 1, 200
Loss for the yea

Balance- December 31, 20C
Loss for the yea

Balance- December 31, 20C
Loss for the yea

Balance- December 31, 20C

Balance- January 1, 200
Translation adjustmel
Loss for the yea

Balanc+ December 31, 20C
Translation adjustmel
Loss for the yea

Balanc+ December 31, 20C
Translation adjustmel
Loss for the yea

Balance December 31, 20C

Cumulative
other
Share comprehensive Accumulated
capital income deficit Total
NIS
8,052 (3,699 (34,145 (29,79))
- - (9,117 (9,117
8,052 (3,699 (43,267) (38,909)
- - (14,729 (14,729
8,052 (3,69¢) (57,989 (53,629
- - (7,679 (7,679
8,052 (3,69¢) (65,66 (61,30
Cumulative
other
Share comprehensive Accumulated
capital income deficit Total
US dollars
2,91¢ (2,039 (7,687) (6,809
- (199 - (199
5 5 (2,030 (2,030
2,91¢ (2,239 (9,712 (9,032)
- 62E - 62E
- - (3,249 (3,249
2,91¢ (1,608 (12,955 (11,650)
- (1,03)) - (1,03))
- - (1,82¢) (1,82¢)
2,912 (2,639 (14,789 (14,509
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Note 18

E.

Condensed Consolidated Financial Information in Us. Dollars (Cont.)

BAY HEART LTD.

NOTES TO THE FINANCIAL STATEMENTS

Condensed consolidated statements of cash flo

Year ended December 31,

Year ended December 31,



2006 2005 2004 2006 2005 2004

(in thousand NIS) (in thousand US dollars)
Cash Flows- Operating Activities
Loss for the yea (7,67¢) (14,727 (9,117 (1,828 (3,247 (2,030
Adjustments required to present cash flows f
operating activities (Appendix / 4,46 9,64( 3,317 89¢ 2,21( 707
Net cash used in operating activi (3,21)) (5,087 (5,805 (930) (1,039 (1,329
Cash Flows - Investing Activities
Additions to fixed asse! (12,236 (11,489 (812) (2,89¢) (2,495 (18¢)
Investment in long term loe (2,050 - - (49¢) - -
Other asset - 33 (39 - 7 9
Net cash used in investing activit (14,28¢) (11,45() (851) (3,399 (2,48% (297
Cash Flows- Financing Activities
Proceeds of lor-term loans from interested part 20,757 11,09/ 4,071 4,94¢ 2,41( 94¢€
Repayment of lor-term bank loan (6,977 (4,87¢ (8,357 (1,651 (1,059 (1,940
Shor-term bank borrowings, ni 6,33¢ 10,34¢  10,95¢ 1,39¢ 2,48( 2,51¢
Net cash provided by financing activit 20,11¢ 16,56¢ 6,67¢ 4,69( 3,831 1,52¢
Effects of exchange rate chang - - - 25€ (304) 1

Increase in cash and cash equival 2,621 33 22 622 7 5

Cash and cash equivalents at the beginning of 81 48 26 18 11 6

Cash and cash equivalents at the end of 2,702 81 48 64C 18 11
42

BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

Note 18 - Condensed Consolidated Financial Information in U.SDollars (Cont.)
Appendix A: - Adjustments required To Present Cash Flows from Opmting Activities
Year ended December 31, Year ended December 31,
2006 2005 2004 2006 2005 2004
(in thousand NIS) (in thousand US dollars)

Income and expenses not involving cash flow

Depreciation and amortizatic 4,45¢ 3,83: 3,761 1,05z 851 83:
Effect of exchange rates and linkage on

lonc-term loans (675) 4,92¢ 741 (160 1,082 16€
Increase (decrease) in accrued severanc - (5) (5) - Q) Q)

3,78C 8,75¢% 4,497 892 1,932 1,00C




Changes in assets and liabilities:
Decrease (increase) in trade receivables

other current asse 1,67C (1,920 (241) 224 (33¢) (73
Increase (decrease) in trade accounts payabl
other current liabilitie (996 3,121 (972 (222) 683 (22€)
Increase (decrease) in tenants dep 13 (319 28 4 (67) 6
687 887 (1,18%) 6 27¢ (299
4,467 9,64( 3,312 89¢ 2,21(C 707
Appendix B - Non-cash transactions
Conversion of shao-term loan into lon-term loan - 101,99¢ - - 22,15¢ -
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BAY HEART LTD.
NOTES TO THE FINANCIAL STATEMENTS

Note 18 - Condensed Consolidated Financial Information in U.SDollars (Cont.)

F. Comparison of shareholdersdeficiency

December 31,

2006 2005

US dollars

Primary financial statements in adjusted N
translated into dollars (: (11,437 (8,816

Financial information in U.S. dolla (14,509 (11,650

Year ended December 31,

2006 2005 2004
US dollars
G. Comparison of net income (loss
Primary financial statements in adjusted N
translated into dollars (: (1,829 (3,416 (4,382
Financial information in U.S. dolla (1,829 (3,249 (2,030

I I I
(1) Translated into dollars using the representativehange rate as of each balance sheet
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NOTES TO THE FINANCIAL STATEMENTS

Note 19 - Material Difference Between Israeli GAAP and US GAAR

The Company’s consolidated financial statement$aronto accounting principles generally acceptetsiael (“Israeli GAAP”),
which differ in certain respects from those gergratcepted in the United States of America (‘USARX). With respect to these
financial statements, the difference between Iseal US GAAP relates to accounting for the effefdnflation.

In accordance with Israeli GAAP, the Company’s abidsted financial statements through Decembef803 are expressed in terms
of a uniform monetary unit — the inflation-adjusteelv Israeli shekel — which follows an adjustmentaspect of the changes in the
Israeli CPI. (see Note 2A). This inflation adjustthevas required under pronouncements of the InstatiCertified Public
Accountants in Israel and reflects the effect afrades in the general price level in the Israelneoay. Such adjustment is not required
under US GAAP

In accordance with Israeli GAAP, the Company’siligbfor severance pay is presented in net vahat, including liability that is
covered by the employees insurance policies. litiadgdthe Company does not present the depositedsf as an asset in the balance
sheet

In accordance with the US GAAP, the Company’s lighfor severance pay should be presented in theust of NIS 835 thousand

and the employees deposited funds should be ackdget! in the Companyfinancial statement as of December 31, 2006ass&t it
the amount of NIS 835 thousar

45

CORAL WORLD INTERNATIONAL LTD.

Consolidated Financial Statements
as of December 31, 2006




CORAL WORLD INTERNATIONAL LTD.

Consolidated financial statements
as of December 31, 2006

Table of Contents

Report of Independent Registered Public Accountingrirm
Consolidated Financial Statement:

Balance Sheer

Statements of Inconr

Statements of Changes in Sharehol Equity

Statements of Cash Flo\

Notes to the Consolidated Financial Statem

Appendix

List of Subsidiaries and Associated Compal

Page

6-7
8-25

26




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
TO THE SHAREHOLDERS
OF CORAL WORLD INTERNATIONAL LTD.

We have audited the accompanying consolidated balsineets dfCoral World International Ltd.” (the “Company”) as of December 31,
2006 and 2005, and the related consolidated statsrmé&income, changes in shareholdergliity and cash flows for each of the three yaa
the period ended December 31, 2006. These consadifiaancial statements are the responsibilitthefBoard of Directors and management
of the Company. Our responsibility is to expres®pimion on these financial statements based omodits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversighafBoPCAOB) (United States).
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about whb#hénancial statements are free of
material misstatement. The Company is not requodthve, nor were we engaged to perform, an afidi mternal control over financial
reporting. Our audits included consideration oéinal control over financial reporting as a basisdesigning audit procedures that are
appropriate in the circumstances, but not for tingpse of expressing an opinion on the effectiveaéshe Company’s internal control over
financial reporting. Accordingly, we express nolsopinion. An audit also includes examining, omst basis, evidence supporting the
amounts and disclosures in the financial statemestessing the accounting principles used andisimt estimates made by the Board of
Directors and management of the Company, as welakiating the overall financial statement presgon. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of Coral World
International Ltd. as of December 31, 2006 and 2868 the results of its operations, changes iresladders’ equity and changes in cash
flows for each of the three years in the periodeehDecember 31, 2006, in conformity with accounpngciples generally accepted in the
United States of America.

Fahn Kanne & Cc
Certified Public Accountants (Ist

Tel-Aviv, Israel, March 22, 200




CORAL WORLD INTERNATIONAL LTD.

CONSOLIDATED BALANCE SHEETS

US Dollars

December 31,

(in thousands) 2006 2005
ASSETS
Current assets
Cash and cash equivalents (Not¢ 7,432 8,74z
Accounts receivable
Trade (Note 3 1,35¢ 1,167
Other (Note 4) 4,034 994
Inventories 1,88( 1,867
Total current assets 14,70¢ 12,77(
Long-term investments and other debit balance
Long-term balance — related party - 914
Investments in affiliated company (Note - 10,33
Funds in respect of employee rights upon retirer(idate 11) 1,09z 901
Total long-term investments and other debit balance 1,092 12,14¢
Property and equipment, net (Note 6 52,00% 15,06¢
Deferred income taxes (Note 7 341 472
Minority share of shareholders deficit of subsidiay 99¢ 497
Total assets 69,14: 40,95(

The accompanying notes are an integral part of theonsolidated financial statements.




CORAL WORLD INTERNATIONAL LTD.

CONSOLIDATED BALANCE SHEETS

US Dollars

December 31,

(in thousands) 2006 2005
LIABILITIES AND SHAREHOLDERS ’ EQUITY
Current liabilities
Credit from banking institutions (Note 10,39t 5,71¢
Accounts payable and other accru
Trade 2,104 1,134
Other (Note 9 2,02¢ 2,30¢
Total current liabilities 14,52t 9,15¢
Long-term liabilities
Long-term loans (Note 1(C 39,49: 1,09:
Deferred taxes (Note 7) 83€ -
Liability for employee rights upon retirement (Ndtt) 1,67¢ 1,41
42,00¢ 2,50¢
Contingent liabilities, commitments and liens (Notel2)
Minority interests 2,76¢€ 2,42¢
Total long-term liabilities 59,29¢ 14,08¢
Shareholders’ equity (Note 13)
A. Management shares, $2 par value; authorized 5/#@s; issued and outstanding 2,500 sk 5 5
B. Management shares, $2 par value; authorized 5}@8@s;, issued and outstanding 2,500 st 5 5
C. Preference shares, $2 par value; authorized 1j/i@@s; issued and outstanding 1,000 st 2 2
Cost of company shares held by subsid (21,000 -
Additional paic-in capital 17,55( 17,55(
Retained earning 14,37 10,44
Accumulated other comprehensive i (2,099 (1,147
Total shareholders’ equity 9,84: 26,86«
Total liabilities and shareholders’ equity 69,14: 40,95(

Benjamin Kahn Benzi Dolev
Member of the Boar CFO

Date: March 22, 2007

The accompanying notes are an integral part of theonsolidated financial statements.






CORAL WORLD INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF INCOME

US dollars

Year ended December 31,

(in thousands, except share data) 2006 2005 2004
Admission fee: 17,37¢ 15,47¢ 14,597
Sales in shops and cafeter 11,10¢ 9,79: 8,841
Commissions and othe 604 522 42t
29,09: 25,79: 23,86:

Cost of sales (Note 1. (13,759 (13,045 (12,667)
Gross profi 15,33¢ 12,74¢ 11,20¢(
Selling expenses (Note 1 (2,289 (2,139 (2,449
General and administrative expenses (Note (6,900 (5,730 (6,817%)
Other expense, net (Note 1 (287) (72¢) (28)
Operating incom: 5,867 4,14¢ 1,91z
Financing income (expenses), 147 (86E) (32
Income before taxes on incor 6,014 3,28¢ 1,88(
Taxes on income (Note 1 (1,677 (1,539 (78)
Losses from affiliated compat - (14 (457)
Minority interest, ne (407) (55) 10¢€
Net income 3,93( 1,682 1,45¢
Earnings per shai 658 28C 243
Weighted average number of shares outstani 6,00( 6,00( 6,00(

The accompanying notes are an integral part of theonsolidated financial statements.
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CORAL WORLD INTERNATIONAL LTD.

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

Accumulated Cost of
Number & Additional other company
amount of paid-in comprehensive  Retained shares held by
shares capital loss earnings a subsidiary Total

US dollars (in thousands,
Balance at January 1, 200« 12 17,55( (1,019 7,30z - 23,84¢
Changes during 2004
Net income - - - 1,45¢ - 1,45¢
Translation of financial statements of subsidia

and affiliated companie - - 413 - - 41z
Total comprehensive incon 1,87
Balance at December 31, 20C 12 17,55( (60€) 8,76% - 25,71¢
Changes during 2005
Net income - - - 1,68: - 1,68
Translation of financial statements of subsidiaries

and affiliated companie - - (53€) - - (53¢€)
Total comprehensive incon 1,14¢
Balance at December 31, 20C 12 17,55( (1,142 10,44« - 26,86«
Changes during 2006
Net income - - - 3,93( - 3,93(
Translation of financial statements of subsidia

and affiliated companie - - 49 - - 49
Total comprehensive incon 3,97¢
Cost of company shares held by subsid - - - - (21,000 @ (21,000
Balance at December 31, 20C 12 17,55( (1,099 14,37 (21,000 9,84:

(*) See Note 1B.

The accompanying notes are an integral part of theonsolidated financial statements.
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CORAL WORLD INTERNATIONAL LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

US dollars

Year ended December 31,
(in thousands) 2006 2005 2004

Cash flows from operating activities:
Net income for the ye: 3,93( 1,682 1,45¢

Adjustments required to reflect cash flows from opeations:

Depreciation and amortizatic 2,84¢ 2,79¢ 4,07t
Increase in liability for employee rights upon rethent 13€ 303 484
Deferred taxe 83€ 221 (61¢)
Loss from affiliated compan - 14 451
Capital loss (gain) on sale of property and equiptet (17) 1 28
Minority interest, ne 407 55 (10¢)
Exchange differences of lo-term loan (2,060 (57 228
Decrease (increase) in accounts receivz

Trade (98) (98) 191

Other (574) (225) (205)
Decrease (increase) in inventor 56 34¢ (297)
Increase (decrease) in accounts payable and atberads:

Trade 70¢ 24¢€ (18€)

Other (51¢) 42¢ (290

Net cash flows provided by operating activit 6,662 5,71 5,207

Cash flows from investing activities:

Purchase of property and equipm (11,349 (807) (53€)
Investment in project - - (180)
Loans to affiliated companie 144 (5,397 (1,579
Proceeds from sale of property and equipn 33 6 47
Decrease (increase) in funds in respect of empldgéés upon retiremet (110 13¢ (54€)
Acquisition of subsidiary (Appendix 4 1,16¢ - -

Net cash flows used in investing activit (10,110 (6,049 (2,799

Cash flows from financing activities:

Credit and sho-term loans from banking institutions, r 7,722 (5249) (16)
Receipt of lon-term credit from banking institutior 20,30: - -
Repayment of lor-term credit from banking institutior (5,339 (1,349 (1,329
Cost of company shares held by subsid (21,000 - -
Net cash flows provided by (used in) financing\dtigs 1,692 (1,877 (1,345
Effect of exchange rate changes on cash and cashueglents 44¢€ (160 57

Increase in cash and cash equivali (1,310 (2,362 1,12t
Balance of cash and cash equival¢ beginning of the yee 8,74z 11,10¢ 9,97¢
Balance of cash and cash equivale- end of the yes 7,432 8,74z 11,10¢

The accompanying notes are an integral part of theonsolidated financial statements.






CORAL WORLD INTERNATIONAL LTD.
CONSOLIDATED STATEMENTS OF CASH FLOWS (cont.)
Appendix A: Acquisition of subsidiary

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Working capital (excluding cash and cash equivalemét) (2,237 -
Property and equipment, r (27,389 -
Investment in an affiliated compa 11,99¢ -
Long-term bank loan 19,28¢ -
Minority interest (49¢) -

1,16¢ -

Supplementary disclosure of cash flow information

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Interest 1,75¢€ 312 41¢
Income taxe: 1,967 12C 58¢€

The accompanying notes are an integral part of theonsolidated financial statements.
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NOTE1 -

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

A. General

1.

Coral World International Ltd. (hereinafter — “CVWkvas incorporated on December 3, 1987 under thg ¢d
the Island of Guernsey, Channel Islands, for purpas owning and operating marine parks in various
locations. Until May 2006, CWI was owned 50% by Aatiipmerican Israel Corporation and 50% by Marine
Parks Holding Ltd. During May 2006, the subsidiBgd Sea Underwater Observatory Ltd. (hereunder:
“RSUO"), paid an amount of NIS 94,500 thousand (12%$nillion) to Ampal-American Israel Corporatiam i
respect of its share

In 2005, the subsidiary held 40% of the sharesaimB Aquarium Holdings B.V. (hereinafter: “Palmairing
the third quarter of 2006 purchased an additiob& bf Palma in an amount 0882 thousand. Since that d¢
the financial statements of Palma are consolidaigdthose of the Compan

As used in these financial statements, the terrmi@any” refers to Coral World International Ltd. aitsd
subsidiaries

A list of the Compan’s investees can be found in the Appendix at theoétttese financial statemen
Functional currency

The accompanying financial statements have begraped in US dollars (“dollars” or “$"Bubstantially all o
the revenues of CWI's subsidiaries are received,sabstantially all of their operating costs amuimed, in
local currencies. The functional currency of CWite US dollar and the functional currencies of its
subsidiaries are the local currencies in which eaaih entity operates. The financial statementhef
subsidiaries are translated into US dollars in edaroce with the principles set forth in Statemdrfinancial
Accounting Standards (“FAS”) No. 52 of the Finahéiacounting Standards Board of the United States
(“FASB"). Assets and liabilities are translatedrfrahe local currencies to dollars at year-end emghaates.
Income and expense items are translated at averag@ange rates during the ye

Gains or losses resulting from translation areudetl under the caption “accumulated other compshen
lose”.

Year ended December 31,

2006 2005 2004
Exchange rates of certain currencies to the USc

- New Israeli sheke 0.23i 0.21% 0.23:
- Australian dolla 0.79(C 0.73¢ 0.77¢
- Euro 1.317 1.18: 1.36¢

Accounting principles

The consolidated financial statements were preparadcordance with accounting principles generally
accepted in the United States (US GAA

Use of estimates in the preparation of financial stements

The preparation of financial statements in confeymiith US GAAP requires management to make es@mat
and assumptions that affect the reported amourdss#ts and liabilities and the disclosure of ogiint assets
and liabilities at the date of the financial stages, and the reported amounts of revenues anchsepeuring
the reporting periods. Actual results could diffem those estimate
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NOTE1 -

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

SIGNIFICANT ACCOUNTING POLICIES (cont.)

B.

Principles of consolidation

The consolidated financial statements include tuants of the Company and its subsidiaries. IagHmancial
statements, the term “subsidiary” refers to a camgpa which the Company exerts control of more tB@f6 and the
financial statements of which are consolidated withse of the Company. Significant intercompanpgeations and
balances were eliminated in the consolidation;ifgdfom intercompany sales, not yet realized algtshe Group,
were also eliminatec

Cash and cash equivalent

The Company considers all highly liquid investmentbe cash equivalents. These include short-tepiq three
month) bank deposits that are not restricted agttadrawal or use, and shagrm debentures, with original periods
maturity of not more than three mont

Concentration of credit risks — allowance for doubtful accounts

Most of the Company’s revenues are earned in |sfamtralia and Hawaii, and derive from a large bemof
customers

In general, the exposure to the concentrationeditrisks relating to trade receivables is limjtdde to the relatively
large number of customers and their wide geogragisicibution.

The allowance for doubtful debts is calculated gjmedly for each debt, the collection of whichdensidered by
management to be doubtf

Inventories

Inventories are mainly jewelry, souvenirs and oth@vds, and are stated at the lower of cost or @a@ost is
determined on th*first-in first-out” basis.

Investment in affiliated company

Investments in companies in which the Company hasfieant influence (ownership interest of betwe%6 and
50%) but less than a controlling interest, whioh raot subsidiaries, are accounted for by the eaqnéthod. Revenues
from intercompany sales, not yet realized outsiddi@ Company, were eliminate

Property and equipment

Property and equipment are stated at cost, nefated investment grants. The assets are depredigtine straight-
line method, on the basis of their estimated uddéul

The Company’s property and equipment are reviewedrfpairment in accordance with Statement of Fanen
Accounting Standards No. 144 “Accounting for thgpaitment or Disposal of Long-Lived Assets” (“SFA®.NL44")
whenever events or changes in circumstances irdibat the carrying amount of an asset may notteverable.
Recoverability of assets to be held and used isored by a comparison of the carrying amount cdsset to the
future undiscounted cash flows expected to be géeeiby the assets. If such assets are considebeditmpaired, th
impairment to be recognized is measured by the airfmuwhich the carrying amount of the assets eds e fair
value of the asset
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CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE1 - SIGNIFICANT ACCOUNTING POLICIES (cont.)

H.

Deferred income taxes

Deferred income taxes are determined utilizingabset and liability method based on the estimatead tax effects
of differences between the financial accounting thredtax bases of assets and liabilities undeapipiicable tax law.
Deferred tax balances are computed using the tag expected to be in effect at the time when thdfrences
reverse. Valuation allowances in respect of themedl tax assets are provided if, based upon tighivef available
evidence, it is more likely than not that all gpartion of the deferred income tax assets willmtealized

As stated in Note 18D, the Israeli subsidiary hesrbgranted “approved enterprise” status and, disagly, upon
distribution of dividends by this subsidiary to t@empany, such dividends may be subject to tax.Jdrmpany does
not intend on causing dividend distribution fronsthubsidiary. Accordingly, no additional tax hasb taken into
account in respect of such dividen

Taxes which would apply in the event of disposahe&stments in subsidiaries (all foreign subsidgrhave not
been taken into account in computing the defera®dg, as it is the Company’s policy to continuedhng these
investments, not to realize the

Revenue recognitior

1. Revenue from admission fees is recognized upomecdrof visitors to sites managed by the Company’s
subsidiaries

2. Revenue from sales of merchandise is recognized wiezchandise is supplied to the custor

3. Revenue from commissions is recognized upon saleedfattraction” in respect of which the commissis
received

Advertising expenses
Advertising expenses are charged to income asriedt1
Foreign currency transactions and balance

Balances denominated in, or linked to, foreign ency are stated on the basis of the exchangepagteailing at the
balance sheet date. For foreign currency transeactiluded in the statement of income, the exchaates at
transaction dates are used. Transagj@ins or loses arising from changes in the exchaaigs used in the translati
of such balances are carried to financial incomexpenses

Earnings per share

Basic earnings per share are computed by dividaigncome by the weighted average number of allagament an
preferred shares outstanding during the y

Diluted earnings per share are not presented, fimc€ompany has no potential sha
Reclassifications

Certain comparative figures have been reclassifiezbnform to the current year presentat
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CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE1 - SIGNIFICANT ACCOUNTING POLICIES (cont.)

N.

Comprehensive income (loss

Comprehensive income (loss), presented in sharetwldquity, includes, in addition to net incomas§), translation
adjustments of financial statements of subsidiaies affiliated companie

Recently issued accounting pronouncemen
FAS 155" Accounting for Certain Hybrid Financial Instruments”

In February 2006, the FASB issued FAS 1A8¢ounting for certain Hybrid Financial Instrumentan amendment of
FASB statements No. 133 and 140. This statementifsefair value measurement for any hybrid finahtiatrument
that contains an embedded derivative that otherwiadd require bifurcatior

This statement shall be effective for all finandretruments acquired or issued, or subject to esm@ment (new
basis) after the beginning of an entity’s firstfifyear that begins after September 15, 2006idEadoption is
permitted as of the beginning of an entity’s fispaér, provided that no interim period financiatstments have been
issued for the financial yee

The Company does not expect the adoption of tliteBtent to have a material impact on its finarpaalition and
results of operation:

FAS 156 “ Accounting for Servicing of Financial Asets”

In March 2006, the FASB issued FAS No. 15@ctounting for Servicing of Financial Asséf{$-AS 156). The
statement amends FAS No. 14®c¢counting for Transfers and Servicing of Finandakets and Extinguishments of
Liabilities ,” with respect to the accounting for separatetogmized servicing assets and servicing liabilities
Consistent with FAS No. 140, FAS 156 requires camgrto recognize a servicing asset or serviciagjllty each
time it undertakes an obligation to service a feiahasset by entering into a service contract. elew, the Statement
permits a company to choose either the amortizetimethod or fair value measurement method for ekds of
separately recognized servicing assets. The Statémeffective as of the beginning of a compariiy& fiscal year
after September 15, 2006. Earlier adoption is pgechias of the beginning of an entity’s fiscal ygaovided the
entity has not yet issued financial statementdyding interim financial statements. The Compargnglto adopt FA
156 at the beginning of 2007 and does not expecadoption of this Statement to have a materiahthpn its
financial position and results of operatio

FIN 48 “ Accounting for Uncertainty in Income Taxe«-an interpretation of
FASB Statement No. 109"

In July 2006, the FASB issued FASB Interpretatian K8, “Accounting for Uncertainty in Income Taxes—an
interpretation of FASB Statement No. Tq9FIN 48”), which clarifies the accounting for gartainty in tax positions.
This Interpretation requires that the Company raecas in its financial statements the impact abagosition, if that
position will more likely than not be sustained npxamination, based on the technical merits optistion. The
provisions of FIN 48 are effective as of the be@igrof the 2007 calendar year, with the cumulaéffect of the
change in accounting principle recorded as an &dpr#t to opening retained earnings.

The Company does not expect the adoption of tlaiteBtent to have a material impact on its finarmaalition and
results of operation:
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NOTE 1

NOTE 2

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

—  SIGNIFICANT ACCOUNTING POLICIES (cont.)

0.

Recently issued accounting pronouncements (con
FAS 157" Fair Value Measurement:”

In September 2006, the FASB issued FAS No. 1%4if Value Measurements This statement clarifies the
definition of fair value, establishes a framewark measuring fair value, and expands the disclesonefair value
measurements. FAS No. 157 is effective for fisearg beginning after November 15, 2007. The Compasynot
determined the impact, if any, the adoption of gte&gement will have on its financial position aedults of
operations

FAS 158" Employers’ Accounting for Defined Benefit Pension and Other Pstretirement Plans—an amendment
of FAS Statements No. 87, 88, 106 and 132(R)”

In September 2006, the FASB issued FAS No. 1%nployers’ Accounting for Defined Benefit Pensiad ®ther
Postretirement Plar—an amendment of FAS Statements No. 87, 88, 10632{R)". FAS No. 158 requires the
recognition of the funded status of a defined bepén in the statement of financial position, uggs that changes in
the funded status be recognized through compreleimgiome, changes the measurement date for ddfieneefit

plan assets and obligations to the entity’s figedr end and expands disclosures. The recogniiotislisclosures
under FAS No. 158 are required as of the end ofisieal year ending after June 15, 2007, for nobkptentities. A
non-public entity is also required to certain distires in the notes to the financial statementa fagcal year ending
after December 15, 2006, but before June 16, 2ZDI0F new measurement date is effective for fiscatyending afte
December 15, 2008. The Company is in the processaifiating the impact of FAS No. 158 on its finahposition
and results of operation

FAS 159 “The Fair Value Option for Financial Assetsand Financial Liabilities - Including an amendmentof
FASB Statement No. 115" (“SFAS No. 159")

In February 2007, the FASB issued SFAS No. 159¢"“Fhir Value Option for Financial Assets and Finiainc
Liabilities - Including an amendment of FASB StathNo. 115" (“SFAS No. 159")This pronouncement permits
entities to choose to elect, at specified electiates, to measure eligible financial instrumentaiatvalue. An entity
shall report unrealized gains and losses on itemfich the fair value option has been electegamings at each
subsequent reporting date, and recognize upfrasis @nd fees related to those items in earningecased and not
deferred. SFAS No. 159 applies to fiscal yearsrr@gp after November 15, 2007, with early adoppenmitted for
an entity that has also elected to apply the piowisof SFAS No. 157. An entity is prohibited freetrospectively
applying SFAS No. 159, unless it chooses early tidlopThe company is currently assessing the impa8FAS No.
159 on its consolidated financial position and hssof operations

—  CASH AND CASH EQUIVALENTS

Composition:
US dollars
December 31,

(in thousands) 2006 2005
NIS 10¢ 251
US dollar 3,69¢ 4,01¢
Australian dollai 1,49¢ 1,85¢
Euro 2,13¢ 2,61¢

7,432 8,74z
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NOTE 3

NOTE 4

NOTE 5

CORAL WORLD INTERNATIONAL LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

TRADE ACCOUNTS RECEIVABLE

Composition:

US dollars

December 31,

(in thousands) 2006 2005
Open account 682 54(C
Credit card companie 61¢ 55k
Pos-dated check 89 10z

1,39( 1,197
Less- allowance for doubtful deb (32 (30

1,35¢ 1,167
OTHER ACCOUNTS RECEIVABLE

US dollars
December 31,

(in thousands) 2006 2005
Employees 11¢€ 151
Institutions 2,61¢ 46
Prepaid expenst 69¢ 45¢
Deferred taxe 35 30
Loan to minority in consolidated company 10C -
Others 46¢ 30¢

4,03¢ 994

* Represents an amount denominated in US dollarénigeiaterest at a rate of 6.63% per annum. The foaturity is

during fiscal year 200"
INVESTMENT IN AFFILIATED COMPANY
A. Palma Aquarium Holding B.V. (Palma)

In 2005, the subsidiary held 40% of the sharesaimB and during the third quarter of 2006 purchaseddditional
15% of Palma in an amount of €852 thousand. Simaedate, the financial statements of Palma areatimtated with
those of the Compan

The balance of the investment in Palma as of Deeef@b, 2005 was US$ 10,331 thousand, of which Us%44
thousand is in respect of a loan granted to Painsséaiges, from 2002 to 20(

Summary financial information of Palm

US dollars

December 31,

(in thousands) 2006 2005

Current assetl - 4,811
Property and equipme - 17,03(
Other asset - 3,45(
Total asset - 25,29¢



Total liabilities - 26,32¢

B. See Note 17 regarding an affiliated company helthByCompany in the pa:
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CORAL WORLD INTERNATIONAL LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE6 - PROPERTY AND EQUIPMENT, NET

A. Composition:

US dollars

December 31,

(in thousands) 2006 2005
Buildings & installations 77,47¢ 37,66¢
Machinery, equipment and sailing vess 3,27¢ 3,181
Office equipment & furniturt 1,87(C 1,67¢
Motor vehicles 21z 207
82,83¢ 42,73t
Less— accumulated depreciatic (30,829 (27,670)
52,007 15,06¢

In the years ended December 31, 2006, 2005 and 2epdeciation expenses were US$ 2,849 thousarti 2L.799
thousand and US$ 3,052 thousand, respectivelyaddiional equipment was purchased in amounts @& U1S298
thousand, US$ 801 thousand and US$ 536 thousaspkatively.

* In respect of property and equipment of a subsidiaguired during 2006, see Consolidated Statenuénts
Cash Flows Appendix A.

B. Leased lands

1. The Eilat park is located on land leased by RedBeterwater Observatory Ltd. (RSUO), under an agesd
with the Israel Lands Administration, for a periafd49 years, from October 20, 1974 until OctoberZA®3,
with an option for an additional 49 yea

Under another lease agreement with the Israel Laddsinistration, RSUO leased a plot in the Eilaufist
Center for a 49 year period, from May 5, 1991 uxtily 4, 2040, with an option for another 49 yeaiquk
RSUO erected a store on the plot, covering ana@fr2d square meter

2. The marine park in Perth, Australia is located gagcel of land leased from the Australian Goverminfier a
21-year period, beginning in 1987, with an optiondoradditional 2-year period

Exercise of the option has been approved by thepgaogis board of directors and is currently in the preasf
being implementec

C. Depreciation rates
%
Buildings and installation 4
Machinery, equipment and sailing vessels (mainB6}l 6-20
Office equipment and furniture (mainly 20¢ 5-33
Motor vehicles 15

D. Liens — See Note 12E
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NOTE 7

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

DEFERRED INCOME TAXES

A.

Deferred income taxes

US dollars

December 31,

(in thousands) 2006 2005
Shor-term deferred tax asse- net:
Provisions for employee related obligatic 35 30
Other - -
35 30
Valuation allowance — in respect of carryforwargdsdes and deductions that ma
not be utilizec - -
35 30
Long-term deferred tax assets (liabilitie net:
Property, plant and equipme (1,076 (2,435
Provisions for employee related obligatic 15€ 13¢
Timing difference for lon-term and carryforward losses and deduct 19¢€ 2,55¢
In respect of tax losses of “approved enterpri” carried forwarc 22¢ 21C
(495) 472
Valuation allowance — in respect of carryforwargsies and deductions that ma
not be utilizec - -
(495) 472
(460) 502
Presented in the balance sheet as follown
US dollars
December 31,
(in thousands) 2006 2005
Current assel 35 30
Long-term asset 341 472
Long-term liabilities (83€) -
(460) 502

Carryforward tax losses

Carryforward tax losses of an Israeli subsidiarpfa®ecember 31, 2006 amount to US$ 2 milli
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NOTE 8

NOTE 9

NOTE 10 —

CREDIT FROM BANKING INSTITUTIONS
A.

C.
ACCOUNTS PAYABLE AND ACCRUALS -OTHER

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

Composition:

US dollars

Interest rate as of

December 31,

Lines of credit

(in thousands) 2006 2006 2005
%
Bank credi- unlinked 5.25 1,397 56¢€
Shor-term loans unlinked 6.5 71 10¢
Shor-term loans dollar linked 5.8 7,00(C -
Current maturities of lor-term loans 1,927 5,03¢
10,39t 5,714

Unutilized short-term credit lines of the Compamg éts subsidiaries as of December 31, 2006, wtdg$ 3,023

thousand

Liens — see Note 12E

Composition:

A.

US dollars

December 31,

(in thousands) 2006 2005
Advances from custome 107 59
Employees and institutions in respect the 947 671
Institutions 284 1,11¢
Accrued expense 52¢ 19z
Others 15¢ 267
2,02¢ 2,30¢
LONG-TERM LOANS
Composition:
US dollars
Interest rate as of December 31,
(in thousands) 2006 2006 2005
%

Banks—

Euro (1 Euribor+1.75 17,74¢ 23¢

US dollar (2 Libor+1.6 5,93 4,80(

US dollar 3 Libor+2.25 10,00( -

Australian dollal 7.65 57& 773
Shareholders of consolidated compalr- Euro Libor+1.875 7,16¢ 32C

41,42+ 6,13

Less:current maturitie: (1,929 (5,039
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CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE 10 — LONG-TERM LOANS (cont.)

A. (cont.)
1.

A Euro loan in an amount of € 13,464 thousand,yapke in 39 equal quarterly installments commendaing
March 2008, and one quote of 20% of the total @ndite of expiration. In connection with this loan,
subsidiary undertook the following conventions:eliDservice cover ratio (RCSD):1.25 during therenti
period of operations

A dollar loan in an amount of US$6,000 thousangapée in equal monthly installments commencing in
November 2006. The Credit Agreement requires thsidiary to comply with certain financial conditiy
including (a) Debt Service Coverage Ratio of neslthan 3.0 to one; (b) Adjusted Equity of not ks
$6,000,000 as of December 31, 2006 and $7,000 900 Becember 31, 2007 and thereafter; (c) Net Cash
Reserve of not less than $1,000,000. As of Dece®be2006, the Company has complied with the fir@nc
covenants contained in the Credit Agreement. An Adifisured first mortgage and a first lien on alides,
rents, other income, and tangible property aregedds collateral under the terms of this Agreen

A dollar loan in an amount of US$10,000 thousargayable in four equal annual installments comnmenici
September 2007. In connection with this loan, titesiliary undertook that during the initial loarflination
period, its total tangible shareholders’ equity dafined below) would not fall below NIS 100 milfio
(US$23.7 million) and that it would not fall beld®5% of the Company’s consolidated balance sheet, as
presented in the Compé's consolidated financial statemer

The term “tangible shareholders’ equity” is defireedits paid-in capital, plus retained earningss glapital
notes and various capital reserves, plus the balahshareholder loans to the Company and/or Igearsted tc
the Company on behalf of shareholders (includimgotaken by the Company from the bank againstsitspo
made by shareholders or anyone on behalf of theesbllers), less the balance of loans granted to
shareholders, less the value of intangible assets & goodwill, patents, etc., less investmentsen
Company

shareholders loan in an amount of US$6 million thas$ placed/will be placed at the disposal of thenGany,
including funds deriving from interest and linkagethese loans. For purposes of this item, a lakeart by the
Company against deposits made in Union Bank byesiwdders or parties on their behalf will be consédeas
a shareholders loa

As of the date of the financial statements, thesgliéry was in compliance with the aforementioned
undertaking

B. Maturity dates:

US dollars

December 31,

2006

First year— current maturitie: 1,927
Second yea 4,27(
Third year 4,35¢
Fourth year and thereaft 23,70t
34,25¢

No repayment date has been 7,16¢
41,424

C. Liens — see Note 12E
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CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE 11 -  LIABILITY FOR EMPLOYEE RIGHTS UPON RETIREMENTS

A.

Israeli labor laws generally require payment ofesamnce pay upon dismissal of an employee or upaririation by
the employee of employment in certain other cirdamses. The severance pay liability of the Compartheir
employees, which reflects the undiscounted amolitteoliability, is based upon the number of yeafrservice and
the latest monthly salary (one month’s salary feteyear worked), and is partly funded by insurgualeies and by
regular deposits with recognized severance paysfi

The Company may make withdrawals from the amoumdédd only for the purpose of paying severance

Consolidated subsidiaries in Australia deposit 8%eir employees’ salaries into recognized pensimls. This is
the minimum required by Australian la

The liability for employee severance pay includgespf December 31, 2006, an amount of US$ 569 #maljsvhich
represents the liability to a former employ

This debt is being pa-off in fixed monthly installments and is expectedde totally repaid through 201
Retirement plan

On January 1, 2003, the Hawaiian subsidiary adogpi4@il (k) retirement savings plan for all eligiblaployees who
satisfy age and length of service requirementgililé employees may make annual contributions &ithtb the total
amount deductible under applicable provisions eflttiernal Revenue Coc

On January 1, 2005, the Hawaiian subsidiaries agtetite 401(k) retirement savings plan to includaah or
Deferred Profit Sharing Plan as authorized undeikernal Revenue Code. Employer contributionthigplan
amounted to US$ 36,306 and US$ 34,597 for 20062808, respectively

NOTE 12 — CONTINGENT LIABILITIES, COMMITMENTS AND LIENS

A.

Commitments
1. Agreement with the Israel Nature Reserve Authority

RSUO entered into an agreement with the IsraeliddReserve Authority (hereafter: “the Authorityh o
February 26, 1973, whereby the RSUO received sgittsrto build a tourist site in the Eilat Naturederve
and the right of first refusal should the Authomisant permission to set up another underwaterreas®y in
the Red Sea. The agreement has been amended siwesalin light of RSUQO'’s requests to expand tagkp
and to add additional attractions. The last suchratment was on December 1, 19

RSUQO'’s agreement with the Authority is subjecttite lease agreement between the Company and tle¢ Isra
Lands Administration regarding the area in which site is located (see Note 6!

Under the agreement, RSUO undertook to implemersorable steps to ensure that nothing would be aione
the site that would cause damage to or be of anoésto the public. RSUO is responsible for angdtparty
damage inflicted in the area of the site and for @amage or injury caused to the Authority, anytof
employees or agents at the site or at any othee@la a result of performance of RSUQO’s work afstteeor
resulting from the operation of the site, if thendayes were caused by RSUOQ, its employees or agehys

any visitors to the site
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NOTE 12 -

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

CONTINGENT LIABILITIES, COMMITMENTS AND LIENS (cont )

A.

B.

Commitments (cont.)

1.

Liens

Agreement with the Israel Nature Reserve Authority(cont.)
Under the agreement, RSUO has to operate a dite iilat park seven days a we

The agreement is unlimited in time and leaves warfor the Authority to initiate any changes in the
consideration RSUO is required to pay for its Ieennder the agreement. Should RSUO wish to adaircer
activity to its activities in the Eilat park, it have to obtain permission to do so from the Auity.

In consideration for the license under the agreeniRBUO pays the Authority, as of the balance stat, the
following:

5.0% of the price of net admission revenue to tifet Bark.

a
b. 2.5% of the receipts from restaurants and sousaés,

o

4% of the receipts from cruise

d. US$ 25,000 per annum as participation in the exgeosthe Authority to employ a marine biologist
engaged in the field of nature conservat

Agreements to sel“ attractions”

A subsidiary entered into agreements to set upd@ibn counters” (hereinafter — “usage rights agrents”).
Under the usage rights agreements, the subsiddatg space in which it will set up an attractionrter in the
lobby of a hotel or a shopping mall, at which ithsell tickets to the Eilat Park and to otherattions in and
around Eilat. The rental fee is computed as a peéage of sales, a flat fee, or some combinatiah®two
methods. The subsidiary receives a commission esdle of tickets to attractior

A floating charge in an unlimited amount was regjistl by RSUO on all of its assets and on all inctoma
the mortgaged assets, in favor of the State oélsta secure the repayment of investment gratsived
under the terms of the Israeli Law for the Encoaragnt of Capital Investme- 1959.

A specific charge was registered on all RSUQ'’s prgyprights in the “Oceanarium” project within the
underwater observatory in Eilat, block 40032, pdparcel 2, lot “a”jn favor of the First International Bank
Israel.

A floating charge was registered on all the asskekdaui Ocean Center, Inc. (MOC), on the incomaefrall
the mortgaged assets and on all the subsidiaghtsriunder agreements and insurance policiesyor f#
Bank of Hawaii, in respect of a loan granted bylihak to MOC. As of December 31, 2006, the balaricke
loan secured by this charge was $ 5,933 thou:s

A fixed charge, unlimited in amount, was registesadall the equipment, documents, securities atahgible
property rights of the Australian subsidiaries arftbating charge, unlimited in amount on all tissets of
those companies, in favor of a bank, to securegpayment of loans from that bank. As of Decemlie2B06
the balance of the loans secured by these charge$ w54 thousan
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NOTE 12 -

NOTE 13 -

NOTE 14 -

NOTE 15 -

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

CONTINGENT LIABILITIES, COMMITMENTS AND LIENS (cont )

C.

Contingent liabilities
Investment grant

Certain of RSUO’s installations have received “@wed enterprise” status under the Law for the Eragement of
Capital Investment — 1959. Should RSUO not be &bfove that the investments it made were cawigdn
accordance with the terms of the approved plarslsitael Investment Center is entitled to demapdyment of the
investment grants received, plus interest and ¢jpldifferentials from the date the grants wereivece Furthermore,
RSUO will have to repay any tax benefits it recdiyaccelerated depreciation and lower tax rates)ofAhe date of
the preparation of the financial statements, RSld®rot received all the final permits from the Istneent Center. In
the opinion of RSUO management, RSUO is in compéanith the stipulated term

SHAREHOLDERS'’ EQUITY

A.

B.

The “A” and “B” management shares are the only voting shares dd@dual voting rights. The holders of a majo
of the “A” management shares elect one-half oBbard and the holders of a majority of the “B” mgement shares
elect the other half. THC” Preference Shares have no rights except to redeiidends, if declarec

See Note 1A

COST OF SALES

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Payroll and related expens 4,43¢ 3,78( 3,80(
Depreciation and amortizatic 2,46¢ 2,39 2,64
Consumption of inventor 4,317 4,11z 3,354
Royalties to the Nature Reserves Authority 262 22C 23¢
Others 2,27¢ 2,53¢ 2,632
13,75: 13,04t 12,66

(*)

See Note 12A1

SELLING EXPENSES

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Advertising 1,112 1,091 1,391
Payroll and related expens 674 62€ 641
Others 49€ 422 411
2,28¢ 2,13¢ 2,447
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NOTE 16 -

NOTE 17 -

NOTE 18 -

CORAL WORLD INTERNATIONAL LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

GENERAL AND ADMINISTRATIVE EXPENSES

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Payroll and related expens 3,32¢ 3,25¢ 3,08t
Depreciation and amortizatic 39¢ 40€ 1,45¢
Others 3,17 2,06¢ 2,27¢
6,90( 5,73( 6,817

OTHER EXPENSES, NET

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Gain on sale of fixed asse 15 1 18
Loss from disposal of investment in an affiliatesnpany (*) - (14%) (46)
Severance pay to a former employee (see Note - (5849) -
Expenses for prior yea (302 - -
(287) (728) (28)

*) In 1999, RSUO, together with others, establishedrapany named Amazing World Ltd. (hereinafter — ‘@aimg”),
which set up a tourist attraction in Eliat. RSUQdh&3% of the share capital of Amazir

During 2004, Amazing was liquidated. In 2005 an@2®RSUO paid amounts of US$ 145 thousand and BS$ 4
thousand, respectively, in excess of its investireAimazing.

As at December 31, 2005, RSUO does not have abijjties or guarantees in respect to Amazi
TAXES ON INCOME

A. Composition:

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Current taxe! (9617) (1,182 (619)
Deferred taxe (83€) (227) 762
Previous year 12C (130 (221)
(1,677) (1,537 (78)
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NOTE 18 -

B.

CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

TAXES ON INCOME (cont.)

Reconciliation of income tax presented in the firiahstatements to the theoretical tax computeeativerage tax
rate in the countries in which the Company oper:

US dollars

Year ended December 31,

(in thousands) 2006 2005 2004
Income before taxes on incor 6,01¢ 3,28¢ 1,88(
Average tax rat 0% 0% 0%

Taxes on income at statutory tax re 5 - -

Amounts in respect of which no deferred taxes wecerdec - (139 (1,150
Capitalized incom: (10€) 397 204

Benefit granted in respect of Eilat residel (77) (83)
Income from*“approved enterpri” - - -
Capital gair 5 51 (6)
Non-deductible expenst 111 40 12
Taxes in respect of prior yee (120 13C 221
Tax rate differential 2,061 1,117 90t
Other differentials including those in respectldd tsraeli Inflationary Tax La (2749) 14 (25)

1,677 1,53¢ 78

Tax assessment

RSUO has received tax assessments that are catiiteal, for the years up to and including the 208X year. The
other subsidiaries have not been assessed sirarpanation.

The provision in RSUO'’s balance sheet was compligésed on the fact that some of RSUO’s installatioase
recognized as “approved enterprises” and are edtitl reduced tax rates and accelerated deprecfatistipulated
periods of time, in accordance with the Israeli Lfawthe Encouragement of Capital Investments -9135e
following is a tabulation of the benefits grantediar the approved pla

1. Approved plan

Date of permit

(including Benefits First

addendum) track Status benefit year

20.9.95 Grants Final implementation report submitt Not yet begur
2. Accelerated depreciation

RSUO was entitled to accelerated depreciationspeet of buildings and equipment of approved entap at
rates of 400% and 200% of the ordinary depreciati@s on these assets, respectively, for thefifiestyears
of the operation of the asse

3. Reduced tax rates

RSUO was liable for corporate tax at a rate of {0tdtead of 35%) on the taxable income attributablihe
approved enterprises under the “grants” trackHerentire benefits period, subject to the percentddRSUO
held by foreign investor:
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CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE 19 — TRANSACTIONS WITH RELATED AND INTERESTED PARTIES

A.

Balances
US dollars
December 31,
(in thousands) 2006 2005
Long-term balanc+ related party - 914

Transactions

US dollars

Year ended December 31,
(in thousands) 2006 2005 2004

Participation of related parties in expen - 128 138

NOTE 20 — ADDITIONAL INFORMATION REGARDING FINANCIAL INSTRUME  NTS

A.

The Company has financial assets which includer ialia, cash and cash equivalents and accourgiwvabte and
other debit balances, and financial liabilities @hhinclude, inter alia, short and long-term créditm banking
institutions and other accounts payal

The fair value of the financial instruments incldde the financial statements of the Company dagsnaterially
differ from their value as presented in the finahstatements

The interest risk is the risk involved in changeierest rates and the effect of such changekefinancial
instruments presented as part of the short anc-term liabilities. See Notes 8 and :

The Company operates internationally, which gives to exposure to risks from changes in foreigtharge rates in
relation to the functional currencies of the apghile subsidiarie:
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CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE 21 -  SEGMENT DATA

Geographic segments:

US dollars

(in thousands)

Year ended December 31, 2006

Netherlands ()

Israel U.S.A. Australia Others Adjustments Total
Revenue: 9,54:% - 13,62 5,92t 40C (400 29,09:
Operating incom: 764 101 3,89: 802 307 - 5,867
Financing income (expenses), (80) (28E) 34t 172 5) - 147
Net income (loss 69t (189 2,73¢ 78¢ 30¢ (41)) 3,93(
Shor-term liabilities 10,35¢ 2,34: 52¢ 73C 177 (2,285 12,44¢
Long-term liabilities 11,67¢ 31,24¢ 8,72¢ 57¢ 76( (9,050 43,93t
Capital investment 28¢ 10,38¢ 371 29¢€ - - 11,34¢
Depreciation and amortizatic 464 - 1,77 612 - - 2,84¢
*) Including Palma Aquarium Holding B.V. See Notesn®l 48.
US dollars

(in thousands) Year ended December 31, 2005

Israel Netherlands U.SA. Australia Others Adjustments Total
Revenue! 8,77 - 12,30« 4,71( 40C (400 25,79
Operating income (lost 60C (293 3,071 503 162 - 4,14¢
Financing income (expenses), 9) (50) (900) 127 (33 - (865)
Net income (loss (219 (249) 1,72¢ 352 124 (64) 1,682
Shor-term liabilities 2,99¢ 51C 514 78¢ 1,41¢ (2,10€6) 4,117
Long-term liabilities 1,652 32C 7,26¢ 773 - (2,469 7,54¢
Capital investment 24¢€ - 352 203 - - 801
Depreciation and amortizatic 45€ - 1,74 59¢ - - 2,79¢
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CORAL WORLD INTERNATIONAL LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (con t.)

NOTE 21 -

Geographic segments (cont.):

SEGMENT DATA (cont.)

US dollars

(in thousands)

Year ended December 31, 2004

Israel Netherlands U.S.A. Australia Others Adjustments Total
Revenue! 8,11¢ - 11,04¢ 4,69¢ 40C (400 23,86!
Operating income (lost 43¢ (929 2,20¢ 29¢ (109 - 1,917
Financing income (expenses), (74) (30 30 35 7 - (32
Net income (loss (95) (954) 2,611 39C (103 (387) 1,462
Shor-term liabilities 3,50¢ 24 46€ 70€ 1,43¢ (1,93¢) 4,20¢
Long-term liabilities 2,231 35¢€ 7,90¢ 1,11¢€ - (2,509 9,10z
Capital investment 25¢ 18C 10€ 171 - - 71€
Depreciation and amortizatic 614 892 1,941 62€ - - 4,07¢
Assets serving the segments:
US dollars
December 31,

(in thousands) 2006 2005 2004
Israel 8,37¢ 15,36¢ 14,44
U.S.A. 20,70( 21,29: 22,98:
Australia 6,991 7,03¢ 7,272
Netherland 42,99 83 144
Adjustments (9,927) (2,826) (3,719

69,14 40,95( 41,12¢
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CORAL WORLD INTERNATIONAL LTD.
Appendix to the Financial Statements

List of Investee

Percentage
Control and ownership

List of Investee Companies 2006 2005

% %

Subsidiary companies

Red Sea Underwater Observatory | 86.152 86.152
Maui Ocean Center In 100 100
Coral World Australia Pty Ltc 100 100

Coral World Australia Management Pty L 100 100
Coral World Management Lt 100 100
Attractions Reservoir Ltc 100 100
Vista Historica B.V. 75 75
Palma Aquarium Holdings B.\ 55 40

Palma the Mallorca Aquarium S.. 100 100

Coral World Bahamas Hotels (1984) Limit 100 100

Red Sea Marineland Holding (1973) L 42.85 42.85
Red Sea Underwater Observatory | 13.848 13.848
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REPORT OF INDEPENDENT AUDITORS

To the shareholders of

OPHIR HOLDINGS LTD.

We have audited the consolidated financial statésn@nOphir Holdings Ltd. and its subsidiaries (t@®mpany”): balance sheets as of
December 31, 2006 and 2005 and the related statemkimcome, changes in shareholders’ equity asth flows for each of the three years
in the period ended December 31, 2006. These fiabstatements are the responsibility of the CorgjzaBoard of Directors and
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighaf8is (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on flasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the financial position of the
Company as of December 31, 2006 and 2005 and tieolidated results of operations and cash flowth@Company for each of the three
years in the period ended December 31, 2006, ifoomity with accounting principles generally acaggin Israel

As explained in note 1b, the financial statemeetsrred to above are presented in new Israeli $helkeconformity with accounting
standards issued by the Israel Accounting Standzodsd.

Accounting principles generally accepted in ISkl in certain significant respects from accoumgiminciples generally accepted in the
United States of America. Information relating he nature and effect of such differences is preskintnote 13 to the consolidated financial
statements.

Tel-Aviv, Israel Kesselman & Kesselmar
29 March, 200 Certified Public Accountants (Isr.)

OPHIR HOLDINGS LTD.

CONSOLIDATED BALANCE SHEETS

December 31

Note 2006 2005

NIS in thousands
(see note 1b)

Assets
CURRENT ASSETS : 11
Cash and cash equivale 1] 1,32t 2,39¢
Short term investmen 25,01¢
Accounts receivablt
Related partie 7,732 54,95:
Othel 12a 2,08( 11,06:

Total currentass 11,137 93,42¢



LAND - BUSINESS INVENTORY le;7(2) 13,04¢ 13,04¢

INVESTMENTS:
Associated compani 3 157,77: 157,24¢
Other companie 4,7 1,387
Loan to related par! 10b 967 8,30¢
158,74 166,94:
182,92t 273,41
(
(
DIRECTORS (
(
(
Date of approval of the financial statements: Ma&8h2007
3

December 31

Note 2006 2005

NIS in thousands
(see note 1b)

Liabilities and shareholders' equity

CURRENT LIABILITIES: 11
Bank credit and loar
(mainly current maturitie 12b 3,83¢
Accounts payable and accru 12c 2,29¢ 4,24t
Total current liabilitie 2,29¢ 8,07¢
LONG-TERM LIABILITIES: 11
Bank loans (net of current maturitic 5 22,55;
Capital notes to an associated comg 6 151,60: 151,60:
Capital note to related pa 6 1,06¢ 1,06¢
Payables in respect of acquisition of |-
business invento 7(2) 11,89« 11,89«
Total lor-term liabilities 164,56- 187,11¢
Total liabilitie 166,86: 195,19!
COMMITMENTS 7
MINORITY INTEREST 24 25
SHAREHOLDERS' EQUITY 8 16,04( 78,197
182,92¢ 273,41

The accompanying notes are an integral part of theonsolidated financial statements.
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OPHIR HOLDINGS LTD.

CONSOLIDATED STATEMENTS OF INCOME (LOSS)

REVENUES AND GAINS:

From lease of buildinc

Share in profits (losses) of associated cong- net

Gain from sale and increase in value of matket
securitie- net

Gain from sale of other investme

Dividend received from other compan

Management fees from related par

Financial incomr- net

Others

EXPENSES AND LOSSES:!

Operating cost of leased buildings (includ
depreciation

Impairment of investments in associated congs
and other compani

General and administrative expen- net

Loss from sale of investments in associatedpaoies

Loss (gain) from sale of real est

Financial expense net

Others

INCOME (LOSS) BEFORE TAXES ON INCOME
TAXES ON INCOME (TAX SAVING)

INCOME (LOSS) AFTER TAXES ON INCOME

(TAX SAVING)

MINORITY INTEREST SHARE IN LOSSES OF

A SUBSIDIARY

NET INCOME (LOSS) FOR THE YEAR

Note 2006 2005

2004

NIS in thousands (see note 1b)

3,64¢ 6,737
3 (47%) 651 (2,150
18¢€ 1,81F 2,18:
32¢
79 11,62
10a 43¢
10a;12 922 1832
24C 2,141
95¢ 6,617 21,967
1,90¢ 2,70:
3:4 452 4,571 95C
10a 80¢ 2,31 1,48(
1,61¢
7,51¢ (535)
10a;12 70C
10€
1,25¢ 18,03 5,29¢
(299 (11,420 16,66¢
9c (141) (5,255 2,37¢
(15€) (6,16%) 14,29t
1 1
(157) (6,16%) 14,29¢

The accompanying notes are an integral part of theonsolidated financial statements.
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OPHIR HOLDINGS LTD.

STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

BALANCE AT JANUARY 1, 2004

Appropriation

for distribution
of dividend Retained
subsequentto  earnings

Share Capital balance sheet (accumulated

capital surplus Date deficit) Total
NIS in thousands (see note 1b)

2,832 80,46¢ 127,68t 210,98t



CHANGES DURING 2004:

Net income 14,29¢ 14,29¢
Dividend paic (30,000 (30,000
Appropriation for distribution of dividen
subsequent to balance sheet 90,83( (90,830)
BALANCE AT DECEMBER 31, 2004 2,832 80,46¢ 90,83( 21,15 195,28:
CHANGES DURING 2005:
loss (6,16%) (6,16%)
Dividend paic (5,109  (90,83() (14,987 (110,920
Appropriation for distribution of dividen
subsequent to balance sheet (55,000 55,00(
BALANCE AT DECEMBER 31, 2005 2,83 20,36¢ 55,00( 78,197
CHANGES DURING 2006:
loss (1579) (1579)
Dividend paid, see note ! (7,000 (55,000 (62,000
Appropriation for distribution of dividen
subsequent to balance sheet date, seem (20,300 10,30(
BALANCE AT DECEMBER 31, 2006 2,832 3,06t 10,30( (157) 16,04(

The accompanying notes are an integral part of theonsolidated financial statements.
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OPHIR HOLDINGS LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss) for the ye
Adjustments to reconcile net income (loss)@baash flows provided by operati
activities (a

Net cash provided by operating activities (usedperating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sale of investments in other corigs
Proceed from sale of Associated Comp
Proceed from sale of leased buildings, ne
Investment in associated companies (includaygtal notes and loar- net)
Investments in other compan
Short term investments, r
Othet

Net cash provided by investing activit

CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of lor-term bank loar- net
Repayment of related party company |
Related partie
Dividend paid (b
Shor-term bank credit and loar- net

2006

(Continued) 1

2005

2004

NIS in thousands (see note 1b)

(157) (6,165  14,29¢
(2,306) 8,82( (3,032)
(2,469 2,655 11,26

362 75,28¢ 21,24

32,56+

9,437 42,39 7,847
(650) (74€) (49¢)
(391) (49€) (54¢)
25,20« (25,079) (19€)
1,28¢ 1,93¢
35,25: 123,93t 29,78

(26,357 (42,179 (8,389

7,30(

(7,73) (55,000

(7,000 (29,990 (32,959
(75) 74 (30)




Net cash used in financing activit (33,859 (127,089 (41,369

DECREASE IN CASH AND CASH EQUIVALENTS (1,079 (49¢) (321)
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F
YEAR 2,39¢ 2,89¢ 3,21t
BALANCE OF CASH AND CASH EQUIVALENTS AT END OF YEAR 1,32t 2,39¢ 2,89¢
7

(Concluded) 2
OPHIR HOLDINGS LTD.

CONSOLIDATED STATEMENTS OF CASH FLOWS

2006 2005 2004

NIS in thousands (see note 1b)

(@) Adjustments to reconcile net income (loss) to netsh flows provided
by operating activities:
Income and expenses not involving cash fic

Share in losses (profits) of associatedpmanies- net 47¢E (651) 1,15C
Depreciatiol 72¢ 1,45¢
Deferred income tax- net (2,550 (12€)
Minority interest in losses of a subsigli (1) Q)
Loss (gain) from sale of fixed ass- net 7,51¢ (53%)
Gain from sale and increase in value afkatable securitie- net (18€) (1,81%) (2,189
Loss from sale of associated compa 1,61¢
Gain from sale of investment in other camy (32€) (30%)
Impairment (reversal of impairment) of @stment in associate
companies and oth- net 452 4,571 (8793
Linkage differences on lo-term bank loar- net 41 1,42¢ 67€
Linkage differences and interest on lag@angssociate
and others companies and accoungsviaule of fixed asse (844) (2,770 (1,609
(389 9,07 (2,342
Changes in operating asset and liability #&
Decrease (increase) in accounts reces 78 1,37C (369
Decrease in accounts payable and acc (2,99 (1,627 (321)
(1,919 (257) (690
(2,30¢) 8,82( (3,039)

(b)  Additional information with respect to investing and financing activities not involving cash flows

a. Receivables include amounts of NIS 861,000 and3NF3000 that have been deposited in trust accolihese amounts relate
to the consideration received from the sale ofdiigs sold in 2005 and 2003 respectively. Theseuatsadid not appear in the
statements of cash flows for the above-mentionedsyend will be reflected in the statement of dashis when the deposits
are repaid. During the course of the reported petloe respective amounts of NIS 6.128 million &8 3.309 million were
received from the above trust accounts; these ataougre reflected in the statement of cash flowmfinvesting activities

b. In the wake of a resolution by the Board of Direstdated February 15, 2006, the Company paid detin of NIS 55 million
during the first quarter of 2006. The dividend paials offset against the sharehol’ outstanding debit balance

The accompanying notes are an integral part of theonsolidated financial statements.



NOTE 1

OPHIR HOLDINGS LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies, applied orpagistent basis, are as follows:

a.

General:

1)

2)

3)

Ophir Holdings Ltd. (“the Company”) is a haidi and investment company. The subsidiary Merkadmirastments Ltd.
is engaged in the renting of commercial buildings2003, this company sold all its holdings in twenmercial building
that were designated for re

The subsidiary, New Horizons (1993) Ltd., holdsuaber of real estates (designated for sale), wiviete purchased
from a previous related party, see also note

As to the activities of the associated companies,ete 3c.

Definitions:

Subsidiary — a company controlled or owned toektent of over 50%, the financial statements oicivh
have been consolidated with the financial statemehthe Company

Associated company — a company controlled te#tent of 20% or over (which is not a subsidiaoy)a company
less than 20% controlled which complies with thadition relating to “significant
influence”, as prescribed by Opinion 68 of theilngt of Certified Public Accountants in
Israel (the*Israeli Institut™), the investment in which is presented by the equigghod.

Other compan- a company to which the conditions specified ingheceding paragraphs do not apj

The Groug- the Company, its subsidiaries and its associatatpanies

Related partie— as defined in Opinion 29 of the Israeli Institt

Principles of accountin

The consolidated financial statements have bequaped in accordance with accounting principles galyeaccepted in

Israel (Israeli GAAP). Israeli GAAP vary in certadignificant respects from accounting principleserally accepted in
the United States of America. Information relatto the nature and effect of such differences isqme=d in note 1.

9

NOTE 1

b.

OPHIR HOLDINGS LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

SIGNIFICANT ACCOUNTING POLICIES (continued):

Financial statements presentation basis

The company draws up and presents its financitdrmsnts in Israeli currency (hereafter — shekelI&), in accordance with
the provisions of Israel Accounting Standard No-IDiscontinuance of Adjusting Financial Statensefutr Inflation”— of the
IASB, which establishes principles for transiti@ntominal reporting, commencing January 1, 2004efdi¢er - the transition
date). Accordingly, amounts that relate to non-ntaryeassets (including depreciation and amortipatti@reon)/ investments in
associated companies / “permanent” investmentséguiy items, which originate from the period that¢ceded the transition
date, are based on the adjusted-for-inflation @fzaaed on the CPI for December 2003), as previaegigrted. All the amounts



originating from the period after the transitiortelare included in the financial statements at theminal values
C. Principles of consolidation:

1) The consolidated financial statements inclilndeaccounts of the Company and its subsidiaries.cbmpanies included
in consolidation are listed in note

2) Intercompany balances and transactions have basmated.
d. Short term investments— marketable securities

These securities are stated at market value.
The changes in value of the above securities argeddo income.

e. Land — business inventory

The land is presented at cost, which — in managtshestimation — is lower than market value.

According to the agreements for the purchase af,ltre Company might pay additional costs of upG#b6 of the net sale
proceeds, see also note 7|

f. Investments:
1) Associated companie

@) The investments in these companies are ateddior by the equity method. The company revievas each
balance sheet date — whether any events have edamrchanges in circumstances have taken pladgehwiight
indicate that there has been an impairment ohitestment in associated compani&be balance of the
investment as of December 31, 2006 is presentedf@eprovision for the impairment in value of assaciated
company, see i. below and note

(b)  The excess of cost of the investment in dasedt companies over the Company’s share in thyiitein net
assets at date of acquisition (“excess of costvd#stment”yepresents the amount attributed to land and mgjk
The amount attributed to buildings is amortize@dual annual installments of 4% per year. The alasgeciated
companies were sold during the course of 2
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OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE1l - SIGNIFICANT ACCOUNTING POLICIES (continued):
2) Other companie

The investments in the shares of these companiestated at cost, net of impairment for decreas@lue, which is not
of a temporary natur

g. Deferred income taxes:

1) Deferred taxes were computed in respect ¢érdinces between the amounts presented in thésestas and those
taken into account for tax purposes. As to theofacdin respect of which deferred taxes have bednded- see note 9t

Deferred tax balances were computed at the tavesqtected to be in effect at time of release torime from the deferre
tax accounts. The amount of deferred taxes predémtde income statement reflects changes inlibgeabalances
during the year

2) Taxes which would apply in the event of disgad investments in subsidiaries and associatetpemies have not been
taken into account in computing the deferred tagiege as of the date of approval of these finduistéiements it is the
Compan’s policy to hold these investments, not to reatiesm.



Revenue recognitior

Income from leasing of buildings was recognizedl@accrual basis, in accordance with the ternteeofigreements with
tenants

Impairment of assets:

The company reviews — at each balance sheet daltether any events have occurred or changes inmstances have taken
place, which might indicate that there has beeimgairment of fixed assets and identifiable intdhes, including goodwill.
When such indicators of impairment are presentctimpany evaluates whether the carrying value@fiset in the comparsy’
accounts can be recovered from the cash flowsipated from that asset, and, if necessary, recamdmpairment provision up
to the amount needed to adjust the carrying amtoutie recoverable amoul

The recoverable value of an asset is determineatdicg to the higher of the net selling price of @sset or its value in use to
the company. The value in use is determined acegri the present value of anticipated cash floesfthe continued use of
the asset, including those expected at the tiniis dfiture retirement and dispos

The impairment loss is carried directly to incoMéhere indicators are present that beneficial evieaw® occurred or beneficial
changes in circumstances have taken place, thdarimgaat provision in respect of the asset (othen thaodwill) may be
cancelled or reduced in the future, so long asebeverable value of the asset has increasedresuith of changes in the
estimates previously employed in determining sualbe.

During 2006 the Company recorded an impairmentgghan its investment in other companies of NIS #aRisand, see also
note 4 (200% NIS 4,571 thousand
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NOTE 1

OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

SIGNIFICANT ACCOUNTING POLICIES (continued):
Cash equivalents

The Group considers all highly liquid investmentgjch include short-term bank deposits (up to thremths from date of
deposit) that are not restricted as to withdrawalse, to be cash equivaler

Loss per NIS 1 of par value of share

The financial statements do not include data reggrss per NIS 1 of par value of shares, sineedéita would not provide
significant additional information to that otherwiprovided by the financial statemer

Format of income statements

In view of the nature of the Company’s activitieeelding of companies which operate in differeptds — the Company is of
the opinion that concentrated presentation ofealénue and gain items as a group, and of all exp@nd loss items in a
separate group is more suitable to reflect itsvaiets.

Linkage basis

Balances the linkage arrangements in respect afiwdtipulate linkage to the last index publishddipio date of payment are
stated on the basis of the last index publisheat poi the latest balance sheet date (the indeklédmember).

Use of estimates in the preparation of financial stements

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to
make estimates and assumptions that affect thetegpamounts of assets and liabilities and discsiicontingent assets and
liabilities at the dates of the financial statensesmid the reported amounts of revenues and expédusgeg the reporting years.
Actual results could differ from those estimar

Dividend declared subsequent to balance sheet d¢



Liabilities relating to dividends declared subsetue balance sheet date are included in the atsdonthe period in which tf
declaration was made. The amount declared is apptegd, however, from retained earnings, and replosks a separate item in
the shareholde’ equity— “Dividend declared subsequent to balance shee”.

p. Recently issued accounting pronouncements in Israe
1) Israel Accounting Standard No. — “Adoption of International Reporting Financial Stards (IFRS)'

In July 2006, the Israel Accounting Standards Bassded Israel Accounting Standard No. 29 — “Adupbf
International Reporting Financial Standards (IFR@greafter - Standard 29). Standard 29 stiputhEscompanies,
which are subject to the Securities Law, 1968 ardequired to report pursuant to regulations idshereunder, shall
draw up their financial statements under Intermagtid-inancial Reporting Standards (IFRS) with dffeem reporting
periods commencing on January 1, 2008 (i.e.. comingrihe financial statements for the first quade2008). Pursual
to the provisions of Standard 29, such companido#imer companies may elect early adoption of taedard, and
prepare their financial statements under IFRS, cenuimg with the financial statements that are [ghigid subsequent to
July 31, 2006
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OPHIR HOLDINGS LTD.NOTES

TO THE CONSOLIDATED FINANCIAL STATEMENTS (continugd

NOTE1l - SIGNIFICANT ACCOUNTING POLICIES (continued):

The standard prescribes that companies, whichmilyréo not draw up their financial statements uné®sS, and are
required or elect, as stated above, to preparefthancial statements for the first time under §;Rhall apply the
provisions specified in International Financial Regjmg Standard No. 1 (“IFRS 1”) - “First-Time Adign of
International Financial Reporting Standards” in mgkhe transition. IFRS 1, which deals with fitshe transition to
reporting under IFRS, provides that, in the firshaal financial statements that are drawn up uleRS (including the
interim financial statements for that year), a# thtest IFRS standards in effect at the end oféperting year in which
the company reports under IFRS for the first tistell be applied retrospectively (with the excepiid certain
exemptions and prohibitions, as referred to beldMRS 1 specifies two groups of exceptions to tlieciple of
retrospective application: (1) exemptions from n&ndy retrospective application with regard to aertopics, while
providing the option to utilize all or part of thmexemptions, and (2) prohibitions concerning memglaetrospective
application with regard to defined topics. Pursuarthe provisions of IFRS 1, the first financitdtements drawn up
under IFRS shall include at least one year’s coatpar data. Accordingly, a company that draws giitancial
statements under IFRS for the first time for pesiocdmmencing after January 1, 2008, and electeetgept comparative
data for one year only, shall be required, purstafRS 1, to prepare an opening balance shesttsuary 1, 2007,
which shall be drawn up under IFRS. In preparing tipening balance sheet, all the latest IFRS ataisd as referred to
above, with regard to recognition, non-recogniticassification and measurement of all the compaagsets, liabilities
and shareholders’ equity items, shall be appliERS 1 also establishes certain disclosure requimentkeat apply to the
annual financial statements that are drawn uphfeffitst time under IFRS. Pursuant to these disc®sequirements,
companies applying IFRS for the first time are iegglito explain what effect the transition from firevious generally
accepted accounting principles to IFRS has hadhemdported financial position, operating resufid eash flows. Also,
companies are required to include notes providazgmciliations of the data reported under the eviaccounting
principles, to the data reported under IFRS, ipeesof their shareholders’ equity and statemehitsomme (loss) as of
certain dates and for certain prior peric

In addition, Standard 29 requires companies, whrelv up their financial statements under IFRS lerfirst time for
periods commencing after January 1, 2008, to dieclm a note to their financial statements for72@be balance sheet
data as of December 31, 2007 and income stateraénfat the year ended December 31, 2007, as tbeldvappear
after applying IFRS recognition, measurement aedgmtation rules

IFRS differ from general accounting principles gitee in Israel and, accordingly, financial statetaeliawn up under
IFRS might reflect a financial position, operatiggults and cash flows that are significantly défe from those
presented in these financial statements. Applinatfd FRS requires a proper arrangement from timepamy, including
making certain decisions relating to the mannetetérmining assets and liabilities at the transitlate and with regard
to setting an accounting policy for various topitke company is currently assessing the implicatmfithe transition to
reporting under IFRS, including the date for fitiste adoption of IFRS by the company. At this stage company is
unable to estimate the effect that the adoptioirBfS will have on its financial statemel
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OPHIR HOLDINGS LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

SIGNIFICANT ACCOUNTING POLICIES (continued):

Israeli Accounting Standard No. 23 — “AccougtiTreatment Applied to Transactions between aryEand its
Controlling Sharehold”.

In December 2006, the IASB issued Accounting Steshdin. 23 — “Accounting Treatment Applied to Tractsans
between an Entity and its Controlling Sharehc”

The standard, which does not obligate entitiesdh@inot subject to the Securities Law, 1968, glesithat assets and
liabilities, in respect of which a transaction veasried out between an entity and its controllihgreholder, shall be
measured at the date of transaction at their &lire; and the difference between fair value andtimsideration set in
the transaction shall be carried to shareha’ equity.

Those provisions replace the requirements of tloei@ees Regulations (Presentation of Transactlmtsieen an Entity
and its Controlling Shareholder in Financial Statais), 1996, whereunder, assets transferred ag abmyd be
measured at their carrying amount in the transfmarcounts, while the difference between this @alnd the
consideration set in those transactions is cataeshareholde’ equity.

Under the provisions of the standard, in case iffierdnce between fair value and the consideradigges from a benefit
granted by the controlling shareholder to the gmtiintrolled thereby, the said difference shaltbeslited to capital
surplus within the entity’s shareholders’ equityhile in case the said difference arises from a fitegranted by the
entity to its controlling shareholder, such diffece shall be carried to the en’s retained earning

In addition, the difference between the fair vadfi¢he asset and its carrying amount in the transfeaccounts shall be
recognized as a gain or loss in the trans’s accounts

Under the standard, differences as above, arisitigei financial statements of an entity as a resfudttransaction with i
controlling shareholder, and carried to retaineuhiegs or capital surplus, shall constitute, frdra tontrolling
shareholder’s point of view , an owners’ withdrawaln owners’ investment, respectively, and dhalpresented
accordingly in the financial statements of the oallihg shareholdel

The standard includes specific provisions pertgnmassets transfers, assuming liabilities, indéoation and waiver
and the grant or receipt of loans. The standamsdts a hierarchy for the measurement of fairevahd includes
disclosure requirements as to the nature and safop@nsactions between an entity and its contrglihareholder,
occurring during the reported period, as well atheffect of these transactions on the entityt®me or loss for the
reported period and its financial positic
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OPHIR HOLDINGS LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

SIGNIFICANT ACCOUNTING POLICIES (continued):

The standard shall apply to all transactions takiage between an entity and its controlling shaldgr, except for a
business combination under common control, thatidvba carried out subsequent to January 1, 200&ddition, the
standard would apply to a loan granted to a cdiigpthareholder or received therefrom, prior t@ dtbovementioned
effective date of the standard; the standard wapfaly to such a loan commencing the star’'s effective date

At this stage, the company is examining the eftéthe application of the standard on the finansiatements. In the

opinion of the company, the application of the d&d is not expected to have a material effecherfinancial
statements in the coming perio
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OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE2 - [INVESTMENTS IN SUBSIDIARIES

Following is a list of the subsidiaries consolidatkin Ophir’s financial statements:

Wholly-owned:
Ophir Financing Ltd. - inactive;
Maoz Financial Investments Ltd. ("Maoz") - inactive
Merkazim Investments Ltd. ("Merkazim") a wholly-oeah subsidiary of Maoz. During 2005 Merkazim eebi$s activity.
80%-owned- New Horizons (1993) Ltd. ("New Horizons'
NOTE3 - [INVESTMENTS IN ASSOCIATED COMPANIES:

a. The investments are composed as follow

consolidated

December 31

2006 2005

NIS in thousands

Equity in net asset:
Cost of share 7,252 7,252
Share in accumulated undistributed profit 80,40( 81,82¢
Share in capital surplus derived by Miv
Holdings Ltd. from sale of its investme
in Industrial Buildings Ltd. to il

Shareholders (see c(1) belc 66,06¢ 66,06¢

153,71 155,14

Long-term loans (2 4,057 3,05¢
L e s s- provision for impairment of investmer

see c¢(2) belo (950

157,77: 157,24¢

() Including accumulated erosion of capital saed gains on dilution of holding in associateshpanies resulting from
issuance of shares to a third pa

(2)  As of December 2006 the loans are linkedhéolsraeli CPI, bear interest at annual rates &6 125% and have no fixed
maturity date

b. The changes in the investments in 2006 are adldovs:
NIS in thousands
Balance at beginning of ye 157,24¢
Changes during the ye:
Share in losses of associated compe- net (47%)
Loans to an associated comp. 65C

Accrued linkage differentials and interestespec
of lon¢-term loans 351



Balance at end of ye 157,77:
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OPHIR HOLDINGS LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE3 - INVESTMENTS IN ASSOCIATED COMPANIES (continued):
C. Following are details relating to the associated copanies:

1) Mivnat Holdings Ltd. “Mivnat”)
Mivnat was established in March 1993 by the Compé#my subsidiary Merkazim and others, some of winare
interested parties, in order to acquire the Isi@elvernment’s shares in Industrial Buildings Ltindustrial Buildings”).
During March 1993, Mivnat acquired these shareomsideration of NIS 1,053 million. Ophir holds 8% interest in
Mivnat directly, and 25% interest jointly with Mexkim.
On December 31, 1998, Mivnat sold its holdingsnidustrial Buildings to its shareholders (includthg Company).
Upon the consummation of the transaction, Mivnaisee to have any rights in the shares of Indugaétlings.
During 2005, the Company realized all of its shamdsdustrial Buildings.

2) Lysh The Coastal Hi¢-way Ltd. (“L1")

In June 1999, the Company entered into an investagreement with Lysh Commercial and Road Serites(“L2"),
a company controlled by Polar Investments Ltd. interested party in the Company, and with L1, aNykowned
subsidiary of L2

L1 has a 50% holding in Beit Herut-Lysh DevelopmE&onimpany Ltd. (“BHL"), which has invested in a prof for the
leasing of commercial premises near Moshav BeiuHghe" projec”).

BHL developed 16,850 square meters of land ownetthdysrael Lands Administration (the “Administaatl’), in
accordance with resolution 717 of the Administnatid commercial project occupying approximatelyQl@) square
meters was constructed on that land initially, Hrede is an option to construct an additional 4,8§@are meters at a
later stage. The Company’s share in L1 is approtem@5% (its share in the project being approxehal2.5%). The
project commenced in March 2000. As of Decembe2B06 and 2005, the Company invested in L1 appratéiy
NIS 5.5 million.

The Company has also undertaken to provide guasiitiean amount equivalent to 25% of the constaatbsts. As of
December 31, 2005, the Company’s share in the gtema refer to the loans made to BHL amounts tocxppately
NIS 16 million.

The auditors of L1, while not qualifying their opn on L1's financial statements for 2005, dreveation to the
financial position of BHL, whose financial statertepresented a loss of approximately NIS 3.5 mmillioet of financial
expenses in the amount of NIS 5.6 million) and tiggavorking capital amounting to approximately N8BS million at
December 31, 2001
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OPHIR HOLDINGS LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

INVESTMENTS IN ASSOCIATED COMPANIES (continued):

In 2006, Laish Coastal Road Ltd. granted Laish e House Ltd. shareholders' loans totaling apprately NIS 2.6 million (2005 -



approximately NIS 2 million).

During the course of 2005, the bank agreed to db&ecapital repayments for 2005 and to spreacktreggayments over a period
ending no later than March 31, 2006. The remaioumgtanding balance will become repayable ovevargeen-year period ending on
December 31, 202:

BHL's management believes that the execution otflbeementioned arrangements will guarantee th&ragamce of BHL's regular
operations

In 2004, the Company wrote down its investment HLBCompany by NIS 950,000.

NOTE4 - INVESTMENTS IN OTHER COMPANIES:

Consolidated

December 31

2006 2005

NIS in thousands

Memadim Investments Ltd. ("Memadim") (
Mahalachim Investment in Technology Ltd. ("Mahaliach) (b) 1,351

Others 36
1,387

a. Memadim was established in 1995 by the Companygatith a group of companies, one of which is IndakBuildings, for
the purpose of real estate development. The Comgiasgtly holds 10% of the ownership and controM&#madim. see also
note 7(1).

During the course of 2006, the Company recordeeaigion for an impairment of investment which teen occured this year
in an amount of NIS 373,000 (20— NIS 4.571 million).

In July 2006, the Company entered into an agreemightindustrial Structures whereby the Companygee to Industrial
Structures for a consideration of NIS 1, all ofrigthts in Maimadim, including the shareholdersins but excluding its holding
in the shares of that company. It was also agresidindustrial Structures would take over the adlimn of the Company with
respect to the guarantees provided to banks inemtimm with the above investment, and would endetpersuade the banks
to agree to the proposed change of guarantor (se@ate 7(1)). As of the date of the above finahsfatements, the procedu
for introducing a substitute guaranties had notygetn completec
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OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE4 - |INVESTMENTS IN OTHER COMPANIES (continued):

b. Mahalachim is a venture capital fund; the Compamig$approximately 3.5% of shares therein. In 2894 Company received
a dividend in the amount of NIS 3,255,000 from Mabhim. The share of the dividend that was carieiicome amounted to
NIS 1,320,000. The balance of the amount was usegduce the amount of the investm

During the reported year, Mahalachim realizedntestment in Valor Ltd. for approximately NIS 58llion, thereby
completing the sale of all its significant shareliogs. In June 2006, the Board of Directors of Matiaim resolved upon the
payment of a dividend of approximately NIS 36.4limil. The Company’s share of this dividend amourttedpproximately
NIS 1.3 million, which sum was offset against tlestoof the investment in Mahalachi

During the course of the reported year, the Compaagle a provision for impairment of value with resfto the balance of its
investment in Mahalachin

NOTES5 - LONG-TERM BANK LOANS:



a. The loans are linked to the Israeli CPI and betrast at the annual rate of 4
b. An early repayment of 26.3 million (the balancdh# said loans) was made in January and Febru@g.
NOTE6 - CAPITAL NOTES:

a. On December 31, 1998, the Company and a subsidaskazim, issued capital notes to Mivnat with a yaue of
NIS 113,770,000 and NIS 37,831,000, respectivelye dapital notes are unlinked and inte-free.

Capital notes with an aggregate par value of NI§3%1,000 are repayable at par, upon demand ofdfliam January 1, 2005
and only on that date. After balance sheet dageshiareholders of Mivnat decided to extend theymmeat date until January 1,
2007. The balance of the capital notes, NIS 250p200/alue, is repayable annually under the tetipslated in the agreemel

b. On December 31, 1998 and on June 30, 2004, the &woipsued capital notes to its subsidiary witaavalue of
NIS 37,769,000 and NIS 25,409,000, respectivelye ddpital notes are unlinked and inte-free, and are repayable at par,
upon demand, on January 1, 2005 and only on that Aéter balance sheet date, the shareholdersesk&zim decided to
extend the repayment date until January 1, 2

C. In 2002, the subsidiary New Horizons issued capitaés with a par value of NIS 119,000 and NIS 9,080 to the Company
and the minority shareholder in the subsidiarypeesively. the Company and the minority sharehoidéne subsidiary are
entitled to receive from New Horizons the principthe note, without interest or linkage, thissath period of not less than ¢

year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE7 - COMMITMENTS, PLEDGES AND LIMITATIONS IN RESPECT OF LIABILITIES:

1) The Company has undertaken to invest in Memadim iisée 4b) approximately 10% of the cost of land eanstructiol
of a rental project which is constructed by Memadimthe Carmel shore. The investment was madeyghrdugh
investment in Memadim (mainly shareholders’ loaasy partly by way of a guarantee provided. As e€&mber 31,
2006, the Company had provided guarantees totafipgoximately NIS 9 million in respect of bank Isamade
available to Maimadim. With respect to the assignineé the rights in Maimadim, including the sharkteos’ loans
made to that company, to Industrial Structures,taedemoval of the Company from the list of guévesy see note 4l

2) In December 1996, the subsidiary New Horizacguired real estate (designated for sale) fronea interested party,
which holds 20% of New Horizons’ shares. The sgliompany will be entitled to 90% of the profiterir the
subsequent sale of the real estate, with the balaccruing to New Horizons. The registration of sl estate in New
Horizon¢ name in the Land Registry has not yet been contl

On December 4, 2005, the subsidiary was grantéderocable option to sell all the rights in thalrestate inventory
that it owns for a consideration of 17,330 thousathallar. The option period is limited to June 2606. The subsidiary
had not exercised the option granted t

3) As to the Compar’s commitment to grant guarantees to BHL, see not®):

4) The Company and a subsidiary receive variengees from the shareholders in Ophir, includingnagement services,
head office services, bookkeeping and legal sesvi&e to the expenses recorded in respect of sreftss, see note 1
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NOTE 8

a.

SHARE CAPITAL:

Composed at December 31, 2006 and 2005 as fol

Number of shares Amount in NIS
Issued and Issued and
Authorized paid Authorized paid

Ordinary shares of NIS 0.0(

par value 160,00( 100,00( 162 101
Deferred shares of NIS 0.00

par value’ 3 3 0.000: 0.000:
* The deferred shares confer upon their holdersigié to receive their par value upon liquidatiortled Company

In February 2005 the Company'’s board of directesolved to distribute its shareholders the balaftke shares of Industrial
Buildings (amounting to NIS 80,930 thousands) d&/alend in kind. Also, the Company distributedstsareholders a cash
dividend of NIS 9,990 thousanc

Also, on October 16, 2005, the Company’s boardrefctbrs resolved to distribute the shareholdatiglend in the total
amount of NIS 82 million. For the purpose of distiting this dividend, the Company requested therQGouwapprove a deducti
of capital for the Company in an amount of up t&NK¥ million. On November 29, 2005, the Court apptbthe said reque:

At a later date, in order to clarify the board ofdtors’ resolution dated October 16, 2005 anddbmpany’s shareholders’
resolution dated November 6, 2005 to approve aiceaimount out of which the Company would distrébits shareholders a
dividend in the total amount of up to NIS 82 millior the years 2005 and 2006 and in light of teeAviv District Court’s
resolution to approve a distribution of dividendttdoes not meet the criteria of the “profit tesd"required under Section 30!
the Companies Law, 1999 and also since in Dece{i@s the owners of the Company resolved that todsion and
distribution of the dividend will take place in Zb@nd 2006, the board approved in February 2006ebkaration and
distribution of dividend to the shareholders, dbfes: a total of NIS 20 million paid in cash on é&&nber 28, 2005 and a total
of NIS 55 million on January 8, 20C

On January 17, 2007, the CompanBoard of Directors approved the payment of adgind of approximately NIS 10.3 millio
In connection with the payment of this dividends thompany applied for the consent of the court¢apital reduction of
approximately NIS 10 million (under Section 302lné Companies Law, the Company was, in any evatitlesl to pay a
dividend out of capital of NIS 0.3 million). On Reiary 27, 2007, the court issued its consent taetdaction of capital
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OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

TAXES ON INCOME:

Measurement of results for tax purposes under thenicome Tax (Inflationary Adjustments ) Law, 1985(hereafter — the
inflationary adjustments lav

Under the inflationary adjustments law, resultstéor purposes are measured in real terms, havgayado the changes in the
Israeli CPI. The Company and its Israeli subsidmare taxed under the inflationary adjustments

Deferred income taxes
The composition of the deferred taxes, and thegbstherein during the reported years, are aswello

Depreciable
fixed assets

NIS in thousands



Balance at January 1, 20 (2,550
Changes in 200- amounts carried to incon 2,55(

Balance at December31, 20

I
Deferred taxes are presented in the balance sheéiag-term liabilities.
C. Taxes on income included in the income statement
1) As follows:
2006 2005 2004

NIS in thousands

In respect of the reported y-

Deferred, see also b. abc (2,550 (12€)
In respect of previous yes- current (147) (2,705 2,50(
(147 (5,255 2,37¢

For tax rates amendment see (e) below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE9 - TAXES ON INCOME (continued):

2) Following is a reconciliation of the theoretitax expense, assuming all income is taxed ateipalar tax rates
applicable to companies in Israel (see (1) abas],the actual tax expen:

2006 2005 2004

NIS in thousands

Income (loss) before taxes on income as reportéteiincome statemer (299) (12,420 16,66¢
Add (less)- share in profits of associated compar- net 47E (6517) 1,15C
B alan c e-income (loss 17¢€ (12,077 17,81¢
Theoretical tax expense (tax savil 55 (4,109 6,237

Increase (decrease) in taxes resulting from pernt:
differences- the tax effect

Disallowable deductions (exempt incor (28) (62€) 337
Differences for which deferred tax

were not created, r (30 T4€ (870)
Taxes on income subject to different re-

dividends received from other compat (4,419

Taxes in respect of previous ye (141 (2,705 2,50(

Difference between the basis of measurer
of income reported for tax purposes
the basis of measurement of income



financial reporting purpos- net 1,381
Sundry- net 3 51 (1,412

Taxes on income (tax saving) for the reported (141 (5,255 2,37¢

Tax assessments

The Company has received final assessments thtexgrear 2001.
Subsidiaries:

Merkazim — final assessments has been receivedghr@ax year 2003.

New Horizons—assessments that are considered as final thramgfear 2001.

Ophir Financing Ltd— assessments that are considered as final throxglesa 2001

Tax rates

The Companys income in Israel is subject to the regular capotax rate; until December 31, 2003, a corpdeateate of 369
was applied. In July 2004, an Amendment to thermed ax Ordinance was published, which determingdr alia, that the ra

of corporate tax will be gradually reduced from 36%80%, in the following manner: the rate for 2Q@i be 35%, in 2005 —
34%, in 200¢- 32%, and in 2007 and thereaf- 30%.

In August 2005, a further amendment (No. 147) wasiphed, which makes a further revision to thepooaite tax rates
prescribed by Amendment No. 140. As a result ofafeeementioned amendments, the corporate tax i@t@904 and
thereafter are as follows: 2004 — 35%, 2005 — 32006 — 31%, 2007 — 29%, 2008 —27%, 2009 — 26% @nad10 and
thereafter 25%.
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OPHIR HOLDINGS LTD.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

— TRANSACTIONS AND BALANCES WITH RELATED PARTIES:

Transactions with related parties:

2006 2005 2004

NIS in thousands

Income (expenses
Linkage differences on sh- term loans tc
related party compa (39 194

Financial income on loan to shareholt
and associated compar 351 1,607 1,371

Management fee 43Z

General and administrative expenses indi-
Management fees to shareho (634) (2,000

As to other transactions with, and commitmentsgnigrested parties, see note 7.

Balances with related parties:

1) Receivables



a) Loan to a corporate interested party

b) Lon¢-term receivable- loans to associated companies

c) Shareholder- current account

(1) Theloanis linked to the Israeli CPIl and bearsnterest.

December 31

2006 2005

NIS in thousands

967 8,30¢

4,057 3,05¢

7,732 54,95

During the reported year, the Company repaid apprately NIS 7.3 million to the interested party.

(2) The loans are linked to the Israeli CPIl and beauahinterest at the rate of 12— 6.5%.

As to current balances with associated and othmipenies, see note 12a.

2) Long-term liability in respect of acquisitiofiland — business inventory — is linked to theddirCPI and bears no

interest.
|
OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
NOTE 11 - LINKAGE OF MONETARY BALANCES:
a. As follows:
December 31, 2006
Linked
to the
Israeli CPI Unlinked Total
NIS in thousands
Assets:
Current asset
Cash and cash equivale 1,32t 1,32t
Accounts receivab 44¢& 9,364 9,817
Loan to a related par 967 967
Lon¢-term loans to associat
companie 4,057 4,057
4,50k 11,65¢ 16,16!
Liabilities:

Current liabilities
Accounts payable and accru
Lonc-term liabilities:
Capital notes to associated comp
Capital note to an interested p:
Acquisition of lan¢- busines:
inventon

2,29¢ 2,29¢

151,60: 151,60:

1,06¢ 1,06¢

11,89« 11,89«

11,89/ 154,96t 166,86:



b. Data regarding the exchange rate and the Israeli CP

Exchange rate Israeli
of one dollar CPI*
At end of year
2006 NIS 4.225 184.87 pointt
2005 NIS 4.603 185.1 points
2004 NIS 4.308 180.7 points
Increase (decrease) during the yi
2006 (8.2)% (0.1)%
2005 6.8% 2.4%
2004 (1.6)% 1.2%
* Based on the index for the month ending on eadmnbal sheet date, on the basis of 1993 average.:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE 12 - SUPPLEMENTARY FINANCIAL STATEMENT INFORMATION:

Balance sheets:

a. Accounts receivable- other:
Deposits in respect of se
of fixed asset
Associated and other compar
Other

b. Bank credit:
Shor-term credit and loar
Current maturities of lor- term
loans

C. Accounts payable and accruals
Institutions
Accrued expense
Other

d. Concentrations of credit risks

December 31

2006 2005

NIS in thousands

1,37¢ 10,28(
44¢ 467
25€ 31E

2,08( 11,06:

75
3,75¢
3,83¢

2,251 2,51¢

404
47 1,32¢
2,29¢ 4,24¢

The Group’s cash and cash equivalents and shontiterestments at December 31, 2006 and 2005 asideg with Israeli
banks. The Company is of the opinion that the ¢mésk in respect of these balances is rerr



e. Fair value of financial instruments
The fair value of financial instruments includedie working capital of the Group is usually ideatior close to their carrying
value. The fair value of long-term loans to assedand other companies and long-term bank loawsagdproximates their
carrying value, since they bear interest at ratesedo prevailing market rates. The determinatibtine fair value of the capital
notes to an associated company and a subsidiarppagderm liabilities in respect of acquisitionlahd — business inventory is
not practical
26
OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)
NOTE 12 - SUPPLEMENTARY FINANCIAL STATEMENT INFORMATION  (continued):
f. Financial expenses (income- net:
2006 2005 2004
NIS in thousands
Financial expense
In respect of loan to a related pe 39
In respect of lor-term loans 41 3,59: 3,692
In respect of sh¢-term bank credi 16 11
Other 54 25C 84
15C 3,85¢ 3,77¢
Financial income
In respect of bank deposits and ott 677 1,771 1,354
Financial income on loan to shareholc 60C
In respect of loans to a related p: 194
In respect of shc¢-term loans to associat:
companie 377 1,007 1,371
Assigned interest and linkage differen
and othe 18 45¢ 351
1,072 4,031 3,07¢
(922 (183 70C
NOTE 13 - EFFECT OF MATERIAL DIFFERENCES BETWEEN GENERALLY AC CEPTED ACCOUNTING PRINCIPLES
IN ISRAEL AND IN THE U.S.A.:
a. General:
1) The Company prepares its financial statemiarascordance with Israeli GAAP. As applicablehede financial

2)

statements, Israeli GAAP and U.S. of America GAAP\N certain significant respects, as describedva:
Effect of inflation

In accordance with Israeli GAAP, through Decembier2)03, the Company comprehensively included tfeeteof the
changes in the general purchasing power of Iscagtency in these financial statements, as destiibaote 1b. In view
of the past inflation in Israel, this was consideaemore meaningful presentation than financiabriapg based on
historical cost

Under US GAAP Israel is not considered to be alkigiflationary country, thus the measurement cacgeshould be in
nominal NIS.



The adjustments to reflect the changes in the géparchasing power of Israeli currency have besensed in the
reconciliation of Israeli GAAP to U.S. GAAI
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OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE13 - EFFECT OF MATERIAL DIFFERENCES BETWEEN GENERALLY A CCEPTED ACCOUNTING PRINCIPLES
IN ISRAEL AND IN THE U.S.A.:

3) Investment in marketable securit

In accordance with Israeli GAAP, since the Compargtent was to hold some of the investment asia@siment for a
long period, it was partly stated at cost, nengbairment for decrease in value, which was othan temporary decline
in their value. During 2005 the company sold itgeistment
Under U.S. GAAP, this investment was classifiedasnvestment in available for sale and was redaatdair value
with unrealized gains and losses, recorded asaaepcomponent of other comprehensive income)(ioshareholders’
equity until realized in 200:

b. The effect of the material GAAP differences, ascdbgd in a. above, on the consolidated finanditkesments is as follow

1) Operating results

2006 2005 2004

NIS in thousands

Net income (losses) as reported in th
financial statements accordi
to Israeli GAAF (157) (6,165 14,29¢
Effect of the treatment of the followir
items under U.S. GAAF
Reversal of the adjustment due
effect of inflatior 1,32¢ 76,05( 7,631
Reversal of the adjustment due
Marketable securiti- available

for sale 1,98t (2,256
Other (105 A7¢€ 107
Net income under U.S. GAA 1,061 72,34¢ 19,77¢
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OPHIR HOLDINGS LTD.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (cdimued)

NOTE 13 - EFFECT OF MATERIAL DIFFERENCES BETWEEN GENERALLY A CCEPTED ACCOUNTING PRINCIPLES
IN ISRAEL AND IN THE U.S.A.:

2) Shareholder equity:

December 31,

2006 2005



NIS in thousands

Shareholders' equity, as reported in tr

financial statements, according

Israeli GAAP 16,04( 78,197
Effect of the treatment of the above differen

under U.S. GAAF

Reversal of the adjustment due effec

inflation, nef (379 (1,697
Other 41C 21¢
Shareholders' equity under U.S. GA 16,07¢ 76,71¢

3) The effect of the foregoing GAAP difference on refmy comprehensive income, is as folloy

2006 2005 2004

NIS in thousands

Net income as reconciled

U.S. GAAP, see abo 1,061 72,34¢ 19,77¢
Other comprehensive incor- gains

not reported (previously reported)

the income statemer-

unrealized (realized) gains

marketable securitie (61,187 20,65¢

Comprehensive income under U.S. GA 1,061 11,16¢ 40,43%
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REPORT OF INDEPENDENT AUDITORS
To the shareholders of
OPHIRTECH LTD.

We have audited the financial statements of Opttirted. (hereafter - the Company): balance sheetd Becember 31, 2005 and 2004 and
the related statements of income, changes in shiaeis’ equity and cash flows for the three yeadeel December 31, 2005. These financial
statements are the responsibility of the Compabgard of directors and management. Our resporigiislto express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversighaf8is (United States). Those
standards require that we plan and perform thet émdbtain reasonable assurance about whethdinthecial statements are free of material
misstatement. An audit includes examining, on tldasis, evidence supporting the amounts and disads in the financial statements. An
audit also includes assessing the accounting ptegused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Company as of
December 31, 2005 and 2004 and the results of tipeseand cash flows of the Company for the thresry ended December 31, 2005, in
conformity with accounting principles generally apted in Israel.

As explained in note 1b, the financial statemestsof dates and for reporting periods subsequdadetember 31, 2003, are presented in new
Israeli shekels, in conformity with accounting stards issued by the Israel Accounting StandardsdBddne financial statements as of dates
and for reporting periods ended prior to, or oe,dbove date are presented in values that haveao@gsted for the changes in the general
purchasing power of the Israeli currency througdt thate, in accordance with pronouncements ofrtbéitlite of Certified Public Accountants
in Israel.

Accounting principles generally accepted in Iskag@ly in certain significant respects from accoumtiminciples generally accepted in the
United States of America. Information relating e nhature and effect of such differences is preskimtnote 7 to the financial statements.

Tel-Aviv, Israel Kesselman & Kesselme
March 27, 200t Certified Public Accountants (Ist




Assets

CURRENT ASSETS:
Cash
Governmen

Total current asse

INVESTMENTS IN COMPANIES

Liabilities and shareholders equity

CURRENT LIABILITIES:
Shor-term credit:
From bank credi
From shareholdel
Loan from a related par
Accounts payable and accru

Total current liabilitie:
SHAREHOLDERS'’ EQUITY

OPHIRTECH LTD.

BALANCE SHEETS

Note

December 31

2005 2004

1c; 2

6a(2)
6a

6b

Avi Israel

)
) DIRECTORS
)

Shlomo Shalev

)

Date of approval of the financial statements: Ma&@h2006

The accompanying notes are an integral part of thénancial statements.

3

NIS in thousands
(see note 1b)

151 811

28 49

17¢ 86C
32,80¢ 36,06:¢
32,98¢ 36,92:
96¢€

4,12t 4,261
8,30¢ 8,11
23

12,43: 13,37(
20,557 23,55¢
32,98¢ 36,92:




OPHIRTECH LTD.

STATEMENTS OF OPERATIONS

2005 2004 2003

NIS in thousands (see note 1b)

WRITE -DOWN OF INVESTMENTS IN COMPANIES, net 2,81« 1,23¢
GENERAL AND ADMINISTRATIVE EXPENSES (note 6e} 34 3 251
FINANCIAL EXPENSES - net 14¢ 13¢ 41€
CAPITAL LOSS ON SALE OF FIXED ASSETS 2
LOSS FOR THE YEAR 2,99¢ 142 1,90¢

The accompanying notes are an integral part of thénancial statements.
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OPHIRTECH LTD.

STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY

BALANCE AT JANUARY 1, 2003
CHANGES DURING 2003 -loss

BALANCE AT DECEMBER 31, 2003
CHANGES DURING 2004 -loss

BALANCE AT DECEMBER 31, 2004
CHANGES DURING 2005 -loss

BALANCE AT DECEMBER 31, 2005

The accompanying notes are an integral part of thénancial statements.

capital

Receipts on
account
of shares

to be allotted

Accumulated

deficit

Total

NIS in thousands (see note 1b)

137,62: (112,019 25,60:
(1,909) (1,909)

137,62: (113,92) 23,69t
(142) (142)

137,62: (114,069 23,55:
(2,996) (2,996)

137,62: (117,06Y) 20,55"
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OPHIRTECH LTD.

STATEMENTS OF CASH FLOWS

CASH FLOWS FROM OPERATING ACTIVITIES:
Loss for the yea

Adjustments to reconcile net loss to net cash plexviby (used in) operating activitie

Net cash provided by (used in) operating activi

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from disposal of investme
Investment in companie
Proceeds from sale of fixed ass

Net cash provided by (used in) investing activi

CASH FLOWS FROM FINANCING ACTIVITIES:
Shor-term credit loans from sharehold+ net
Increase in short term loan from a related p
Shor-term bank credi

Net cash provided by (used in) financing activi

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
BALANCE OF CASH AND CASH EQUIVALENTS AT BEGINNING O F YEAR

BALANCE OF CASH AND CASH EQUIVALENTS AT END OF YEAR

* Adjustments to reconcile net loss to net cash pxided by (used in) operating
activities:
Expenses not involving cash flow
Depreciatior
Write-down of investments in companies,
Capital loss on sale of fixed ass
Linkage differences of a loan from a related p

Changes in operating asset and liability ite
Decrease (increase) in accounts receive
Decrease in accounts payable and acci

The accompanying notes are an integral part of thénancial statements.
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2005 2004 2003
NIS in thousands (see note 1b)
(2,996) (142) (1,90¢)
3,00¢ 714
8 (142) (1,199
1,74¢ 1,69¢
(1,30€) (3,089
70
44C 1,69¢ (3,019
(142) 101 4,16€
191
(96€) (879 (124)
(1,109 (772) 4,23z
(660) 78E 20
811 26 6
151 811 26
7
2,81« 1,23¢
2
192 165
3,00¢ 1,41z
21 (33)
(23) (66€)
@ (699)
3,00¢ 714




NOTE1 -

OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

The significant accounting policies, applied oroagistent basis, are as follov

a.

General:

1)

2)
3)

Ophirtech Ltd. (the “Company”), invests in start-egmpanies in various stages of development, frewiy
established enterprises to companies that haveedadvanced development ste

On March 30, 2000, the Company purchased invessmeiitigh-tech companies engaged in various fiefds
activity (communications, software, security, efoom Ophir Holdings Ltd. (“Ophir Holdings”), whicht that
time was a company under common control, for apiprately adjusted NIS 76 million. The difference
between the proceeds and the carrying value oéthm@stments on the books of Ophir Holdings wasexh
to the Company’s accumulated deficit, in accordamitle the Israeli Securities (Presentation in Fiziah
Reports of Acts between Body Corporate and its ©@dimg Member) Regulations, 199

Related partie- as defined in Opinion 29 of the Israeli Institt
Principles of accountin

The financial statements have been prepared iré&coe with accounting principles generally accoeite
Israel (Israeli GAAP). Israeli GAAP vary in certaignificant respects from accounting principleagrally
accepted in the United States of America. Infororatielating to the nature and effect of such déffiees is
presented in note

Financial statements presentation basis

The company draws up and presents its financitdmsnts in Israeli currency (hereal- shekels or NIS)

1)

Transition to nominal financial reporting in 20

With effect from January 1, 2004, the company hispted the provisions of Israel Accounting Standsod
12 —"Discontinuance of Adjusting Financial Statemseior Inflation” — of the Israel Accounting Stamda
Board (hereafter —the IASB) and, pursuant thet&®company has discontinued, from the aforesdiel, tlae
adjustment of its financial statements for the @ffef inflation in Israel

The amounts adjusted for the effects of inflationsirael, presented in the financial statementsf &ecember
31, 2003 (hereafter — “the transition date”), wesed as the opening balances for the nominal finknc
reporting in the following periods. Additions madalieer the transition date have been included irfitrancial
statements at their nominal valu

Accordingly, the amounts reported for 2003, as waslteported amounts for subseqt
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OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

NOTE1 - SIGNIFICANT ACCOUNTING POLICIES (continued):

b. Financial statements presentation basi(continued):

periods, that relate to non-monetary assets inetufiermanent” investment and equity items, whighgioate
from the period that preceded the transition date based on the adjusted-for-inflation data (basetthe CPI
for December 2003), as previously reported. Alldngounts originating from the period after the sition
date are included in the financial statementseit titominal values

Through December 31, 2003, the company prepardihéiscial statements on the basis of historicat co
adjusted for the changes in the general purchaeimger of Israeli currency (“NIS"hased upon changes in-
consumer price index (hereafter — the CPI), in etaoce with pronouncements of the Institute of iedt
Public Accountants in Israel (hereaf- the Israeli Institute)

In 2003, the components of the income statements, i@ the most part, adjusted as follows: the ponents
relating to transactions carried out during theoregrl period were adjusted on the basis of thexifolethe
month in which the transaction was carried out|evtiiose relating to non-monetary balance shegisiteere
adjusted on the same basis as the related balheeeitem. The financing component represents fiian
income and expenses in real terms and the ero$iomlances of monetary items during the y

2) The amounts of non-monetary assets do not neclgssguiesent realization value or current econovaice,
but only the reported amounts of such assets,ssitled in (1) above. In these financial statemehesterm
“cos” signifies cost in reported amoun
C. Investments in companie:

The investments in the shares of these comparegsrasented at cost net of write down for decr@gasalue, which
is not of a temporary natur

The Company performs from time to time fair valwalaations of its investments in start-up and depeient
companies and includes, when necessary, a writexdomdecrease in value which is not of a temporatyre, see
also d. hereafte




OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued):
d. Impairment of assets:
1) The company reviews - at each balance sheet addtether any events have occurred or changes in

circumstances have taken place, which might inditizt there has been an impairment of fixed assets
identifiable intangibles. When such indicatorsrapairment are present, the company evaluates whibide
carrying value of the asset in the company’s actocan be recovered from the cash flows anticipated
that asset, and, if necessary, records an impairprewision up to the amount needed to adjust #eying
amount to the recoverable amot

The recoverable value of an asset is determineatdicg to the higher of the net selling price of tisset or it
value in use to the company. The value in usetsroéned according to the present value of anttegp@ash
flows from the continued use of the asset, inclgdhose expected at the time of its future retinenaad
disposal

2) During 2005, the company has written-down its itwets in companies in the total amount of 2,814
thousands NIS (20(- NIS 0; 200:- NIS 1,239 in thousand
e. Loss per NIS 1 of par value of share

The financial statements do not include data raggrdss per NIS 1 of par value of shares, sineeddita would not
provide significant additional information to thatherwise provided by the financial stateme

f. Linkage basis

Balances the linkage arrangements in respect aftwdtipulate linkage to the last index publishadipio date of
payment are stated on basis of the last index shauddi prior to balance sheet date (the index foreNter).

g. Use of estimates in the preparation of financial stements

The preparation of financial statements in confeymiith generally accepted accounting principleguiees
management to make estimates and assumptiondfittthe reported amounts of assets and liatslgied disclosul
of contingent assets and liabilities at the dafdhefinancial statements and the reported amaafimsvenues and
expenses during the reporting periods. Actual tesuduld differ from those estimate
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NOTE1 -

OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

SIGNIFICANT ACCOUNTING POLICIES (continued):

h. Data regarding the exchange rate and the Israeli CP
Exchange
rate of one Israeli
U.S. dollar CPI*
At end of year
2005 NIS 4.603 185.05 point:
2004 NIS 4.308 180.74 point:
2003 NIS 4.379 178.58 point:
Increase (decrease) durir
2005 6.8% 2.4%
2004 (1.6%) 1.2%
2003 (7.6%) (1.9%)

* Based on the index for the month ending on eathrize sheet date, on the basis of 1993 averag®8.:

i. Recently issued accounting pronouncements in Israel

1)

In August 2005, the Israel Accounting StandardsrBdgsued Israel Accounting Standard No. 22 — “Raial
Instruments: Disclosure and Presentation”, whidbeised on International Accounting Standard NoT8is
standard prescribes the rules for the presentafifinancial instruments and the proper disclogequired
therefor. The standard sets forth the rules fassifging financial instruments, the rules for dpiigg and
classifying compound financial instruments andrtiles for offsetting financial assets and finantabilities.
The standard also prescribes the rules for clangifypterest, dividends, losses and gains relatrfgnancial
instruments. This accounting standard appliesnanitial statements for periods commencing on er aft
January 1, 2006. The standard is to be appliegppntisvely and, accordingly, comparative data that a
presented in the financial statements for peri@ismencing from the effective date of the standaitbinet be
re-presented. Financial instruments issued bef@atandard’s effective date are to be classifiedmesented
in conformity with the provisions of the standardr its effective date. Compound financial instrumsgthat
include both an equity component and a liabilitynpmnent), which were issued in periods prior to the
standard’s effective date, and which had not yenhkmnverted or redeemed at that date, are tcaksifibd
according to their component parts and are to bsgmted in conformity with the provisions of thenstard,
commencing from the effective date of the stanc

When the standard becomes effective, the Israsitiie’s Opinion 48 — “Accounting Treatment of @pt
Warrant”, and Opinion 5~ “Accounting Treatment of Convertible Liabilit” will be revoked.
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NOTE1 -

OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

SIGNIFICANT ACCOUNTING POLICIES (continued):

Recently issued accounting pronouncements in Isra(continued):

2)

In the Company’s opinion, implementation of thigratard is not expected to have a material effedtson
financial statements in future perior

In February 2006, the IASB issued Israel Accounfitgndard No. 25 - “Revenue”, which is based on
International Accounting Standard No. 18. This d&ad prescribes recognition, measurement, presamiand
disclosure criteria for revenues originating frdm sale of goods purchased or manufactured byoimpany,
the provision of services, as well as revenues/ahgyifrom the use of the company’s assets by otfietsrest
income, royalties or dividends

The principal issue in accounting for revenue igdwrining the timing of revenue recognition. Reveffrom
the sale of goods shall be recognized when alidh@wing conditions have been satisfied: (a) tign#icant
risks and rewards of ownership of the goods haea b&nsferred to the buyer; (b) the company reta@ither
continuing managerial involvement to the degrealligassociated with ownership nor effective cohtnoer
the goods sold; (c) the amount of revenue can lasared reliably; (d) it is probable that the ecoioenefits
associated with the transaction will flow to thergmany; and (e) the costs incurred or to be incunmiedspect
of the transaction can be measured relic

A clarification of said standard was issued byIth®&B in February 2006: Clarification No. 8 - “Repiog of
Revenue on a Gross or Net Basis”. According tacthdfication, a company acting as an agent or an
intermediary without bearing the risks and rewardsilting from the transaction, will present itggrue on a
net basis (as profit or commission). However, agany that acts as a principal supplier and bearsisks an
rewards resulting from the transaction will presentevenue on a gross basis, distinguishinguh®over frorr
the related expense

Standard 25 shall be applicable to financial stateinfor periods commencing on or after Januag0Q6. The
standard is to be applied prospectively; neverdslim accordance with the transitional provisiohthe
standard, the classification and presentation\#mae on a gross or net basis, as above, shatigiiea with
retroactive effect, including the restatement ekraies and expenses appearing in the comparaives in
the financial statements for periods commencinthereffective date of the standa

Until the publication of said standard and thetesleclarification, there were no accounting prormaments in
Israel concerning revenue, and the accountingntrexatt of this issue was mostly based on generatig@ed
accounting practices and foreign accounting pronements; nevertheless, as the principles applid¢tidoy
company do not differ materially from the directvef the standard, its implementation is not exgettd have
a material effect on the financial statements efdbmpany in future period
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OPHIRTECH LTD.
NOTES TO FINANCIAL STATEMENTS (continued)

NOTE 2 - INVESTMENTS IN COMPANIES:
The composition of the investments is as follow

December 31

2005 Percentage 2004

Book owngrfship/ Book

Cost value Control* value

NIS in

NIS in thousands % thousands

Pelican Security Ltc- “Pelicar’ (a) 8,88t 4 93C
Expand Networks Ltc- “Expanc’ (b) 10,03: 10,03: 9.3 9,37¢
Mainsoft Corporatior- “Mainsof” (c) 50C 50C 1.8 50C
Netformx Ltd.- “Netformx” (d) 9,907 2,322 6.2 2,322
StoreAge Networking Technologies L- “StoreAg¢” (e) 13,94¢ 13,94¢ 10.¢ 13,29:
Celvibe Ltd.- “Celvibe” (f) 12,27¢ 13.1 165
Viola Networks Ltd.- “Viola” (g) 14,08¢ 6,004 5.8 6,004
Cerel Ceramic Technologies Li- “Cere” (h) 4,451 15.¢ 3,47¢
Others (i) 57,70¢
Total 131,79¢ 32,80¢ 36,06

* Ownership/ Control on a full and undiluted ba:

(@) Pelican is engaged in the development of solutiorike problem of safeguarding information on thieinet against
viruses and hacker

In February 2003, Pelican sold the know-how thati developed and owned.

Pelican was appointed an outside liquidator wh@0@5, had transferred to the company an aggredes 626,000
out of the liquidation monie:

(b) Expand is engaged in the development of technadlegygned to accelerate communications over divezseork
infrastructures (including E1, T1 and frame reliang$) and improve broadband efficien

In June 2003, as part of a Capital raise from Egsthareholders in Expand, the Company investeztidition
amount of $ 250,000 (NIS 1,084,000) in Expand.

During April 2005, the Company gave a bridging learExpand in the amount of $ 150,000 (NIS 653,0

(c) Mainsoft is engaged in the development of softvearé tools for software develope
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NOTE 2 -

OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

INVESTMENTS IN COMPANIES (continued):

(d)

(€)

(f)

(9)

(h)

Netformx is engaged in development, marketing amppert of software designed for planning, operatiod
maintenance of computer networ

The investment in Netformx as of December 31, 28@Fesented net of a provision of NIS 7.6 millfonimpairmen
of value.

Netformx is partly held by companies which are tedgparties

StoreAge is engaged in the development and magkefia software solution and innovative data stersgjutions fo
communications networks (Storage Area Netwc

During February 2005, the company gave a bridgiag lto Storeage ,in the amount of $ 150,000 (NIS0ED).
StoreAge is partly held by a company which is edgparty.

Celvibe develops solutions for digital video trarmssion for Internet broadband networks and moltilere
communications

In November 2002, Celvibe ceased its operationseatered a windir-up procedure

On December 7, 2004, an amount of $ 393,000 wassvett from Celvibe’s liquidator, and On June 30020an
amount of $ 245,000 was receivi

As of December 31, 2005, the balance of the investiis set at zero and the company is not expetdingceive an
additional amounts from the liquidation of Celvil

Viola is engaged in the development of a softwagetesn to allow quick and uninterrupted identifioais of problems
and technical difficulties on various communicasoretworks

In October 2003, the Company invested $ 150,008 @&8,000) in Viola

The investment in Viola as of December 31, 200&résented net of a provision of NIS 8 million forgairment of
value.

Cerel develops ceramic layering technologies fergassive electronic components mar

In 2002, the company recorded an impairment promisf NIS 980,000 in respect of the investmen005, due to
adverse indicators, the company wrote off the lidaf its investment in Cerel and recorded an innpat loss of
NIS 3.3 million.
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OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

NOTE 2 - INVESTMENTS IN COMPANIES (continued):

(i)

Following is a list of the companies in which therpany has invested approximately NIS 58 million.ifkpairmen
provision has been made for the full amount inwaks

Cipheractive Ltd

Carmel Biosensors Lt

Elpas Electr-Optic Systems Lt
Romidot Ltd;

RealM Technologies Ltc

Camelot Information Technologies L1
Interlink Computer Communications Lt
Techimage Ltd

Indox online Itd.

Iradius.Com, Inc

Trans4u Ltd

Praxell Inc;

Electrochemical Light Switch Inc

NOTE 3 - SHAREHOLDERS’ EQUITY:

a.

Share capital

The share capital as of December 31, 2005 and B0f#mposed of ordinary shares of NIS 1 par vadsdpllows:
authorizec- 10,000 shares; issued and p- 1,000 shares

Receipts on account of shares to be allotte

On November 1, 2000, the Company received a payoreatcount of shares in the amount of NIS 137 #Pfrom
its shareholders. The shares have not yet beetedll

NOTE 4 - TAXES ON INCOME:

a.

Measurement of results for tax purposes underrtbenhe Tax (Inflationary Adjustments) Law, 1985 @irafter -the
“Inflationary Adjustments La”")

Under the Inflationary Adjustments Law, results fax purposes are measured in real terms, havgagdaedo the
changes in the Israeli CPl. The Company is taxetkuthis law.

Taxes rates

The income of the company is taxed at the regal@:. Mhrough December 31, 2003, the corporate &x36%. In
July 2004, Amendment No. 140 to the Income Tax @adce was enacted. One of the provisions of thenaiment it
that the corporate tax rate is to be gradually ceddrom 36% to 30%. In August 2005, a further admeent (No.
147) was published, which makes a further revisiothe corporate tax rates prescribed by AmendiNent40. As a
result of the aforementioned amendments, the catpdax rates for 2004 and thereafter are as fell@@04 — 35%,
2005- 34%, 200€- 31%, 2007- 29%, 200&- 27%, 200¢- 26% and for 2010 and thereaf- 25%.
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NOTE 4 -

NOTES5 -

NOTE6 -

OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

TAXES ON INCOME (continued):

C.

Losses for tax purposes, carried forward to futureyears

Carryforward losses aggregate approximately NISIom at December 31, 2005. Under the Inflationary
Adjustments Law such carryforward tax losses anleckil to the Israeli CPI. No deferred tax assetde&s included in
respect of such losses. In addition, no defernedisaet has been included in respect of the imgairprovision
created for the investments in compan

Tax assessments

The company has received final tax assessmentsghitax year 200:

“RELATED PARTIES” - TRANSACTIONS AND BALANCES:

a.

Transactions:

2005 2004 2003

NIS in thousands

Financial expenses in respect of short term loamfa company
which is a related part 194 165

Balances:

December 31

2005 2004

NIS in thousands

1) Shor-term loan from a company which is a related p (8,306 (8,119
2) Current liabilities - presented in the balance &hae shorterm
credit from shareholde’ (4,125 (4,267

SUPPLEMENTARY FINANCIAL STAEMENT INFORMATION:

Balance sheets:

a.

Short-term bank credit:

1) Shortterm bank credit was unlinked and beared annuatest rate of 5.46% in 2005 and 6.5% in 2004. [y
October 2005, the company had settled the bankténefill.

2) In February 2001, the Company and its shareholgkere a commitment to a certain bank that the Compan
would not make any repayments or settlements &hiseholders on account of shareholders’ loans®and
sums received on account of shares up to an ansdapiproximately adjusted NIS 100 millic

Short-term loan from a related party

The loan is linked to the Israeli CPI and bearsnterest.
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OPHIRTECH LTD.
NOTES TO FINANCIAL STATEMENTS (continued)

NOTE 6 - SUPPLEMENTARY FINANCIAL STAEMENT INFORMATION  (continued):
C. Concentrations of credit risks

The Company’s cash at December 31, 2005 and 206 deposited with Israeli banks. The Company ihef
opinion that the credit risk in respect of theskabees is remote

d. Fair value of financial instruments

The fair value of the financial instruments incldde working capital of the Company is usually ideal or close to
their carrying value

Statements of operations-

e. General and administrative expenses
2005 2004 2003
NIS in thousands
Professional fee 24
Travel abroac 12
Payroll and related expens 187
Office rent and maintenan: 22
Other 2 3 42

34 3 251
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OPHIRTECH LTD.

NOTES TO FINANCIAL STATEMENTS (continued)

NOTE 7 - EFFECT OF MATERIAL DIFFERENCES BETWEEN GENERALLY AC CEPTED ACCOUNTING PRINCIPLES
IN ISRAEL AND IN THE U.S.A:

a. General:

1)

2)

The Company prepares its financial statementsdoradance with Israeli GAAP. As applicable to these
financial statements, Israeli GAAP and U.S. of Ait&iGAAP vary in certain significant respects, asatibec
below:

Effect of inflation

In accordance with Israeli GAAP, through Decembier2)03, the Company comprehensively included the
effect of the changes in the general purchasingsp@ivisraeli currency in these financial stateragas
described in note 1b. In view of the past inflatinrisrael, this was considered a more meaningksgntation
than financial reporting based on historical ¢

Under US GAAP Israel is not considered to be algigiflationary country, thus the measurement cucye
should be in nominal NIS.

The adjustments to reflect the changes in the gépearchasing power of Israeli currency have besensed
in the reconciliation of Israeli GAAP to U.S. GAA
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OPHIRTECH LTD.
NOTES TO FINANCIAL STATEMENTS (continued)

NOTE 8 - EFFECT OF MATERIAL DIFFERENCES BETWEEN GENERALLY AC CEPTED ACCOUNTING PRINCIPLES
IN ISRAEL AND IN THE U.S.A (continued):.

b. The effect of the material GAAP differences, ascdésd in a. above, on the consolidated finand&tesnents is as
follows:

1) Operating results

2005 2004 2003

NIS in thousands

Net losses as reported in these financial statesreatiording te

Israeli GAAP) 2,99¢ 142 1,90¢
Effect of the treatment of the following item und&iS. GAAF-

Reversal of the adjustment due to effect of inia (50 (377)

Net losses under U.S. GA/ 2,94¢ 14z 1,537

2) Shareholder equity:

December 31,

2005 2004

NIS in thousands

Shareholders’ equity, as reported in these financia

statements, according to Israeli GA 20,557 23,55:
Effect of the treatment of the above differencedaun
U.S. GAAP:
Reversal of the adjustment due To effect of indlagi
net (2,006 (2,056
Transaction with related par 80C 80C
Shareholder equity under U.S. GAAI 19,35! 22,29

3) The company has no other comprehensive income) ¢ossponents other than net loss for the reported
periods.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

INDEPENDENT AUDITORS' REPORT
TO THE SHAREHOLDERS OF
BAY HEART LTD.

We have audited the accompanying balance she&ayofieart Ltd. (“the Company”) as of December 3102 and 2006, and the
consolidated balance sheets as of those datethamelated statements of operations, changesaelsblders’ deficiency and cash flows — of
the Company and on a consolidated b- for each of the three years in the period endeceBéer 31, 2007. These financial statement:



the responsibility of the Company’s Board of Dimrstand management. Our responsibility is to exgpaasopinion on these financial
statements based on our audits.

We conducted our audit in accordance with the stadwdof the Public Company Accounting OversightriBq@nited States). Those stande
require that we plan and perform the audit to ebtagsonable assurance about whether the finastaiaiments are free of material
misstatement. An audit includes consideration tdrimal control over financial reporting as a bdsisdesigning audit procedures that are
appropriate in the circumstances, but not for tingpse of expressing an opinion on the effectiveaéshe Company’s internal control over
financial reporting. Accordingly, we express nolsopinion. An audit also includes examining, omst basis evidence supporting the
amounts and disclosures in the financial statemastessing the accounting principles used andfisamt estimates made by management,
as well as evaluating the overall financial statehpgesentation. We believe that our audit provaesasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position — of the Company and on
a consolidated basis — as of December 31, 2002@D@l, and the results of operations, changes iresbklers’ deficiency and cash flowsf
the Company and on a consolidated basis — for efitte three years in the period ended Decembe2®17, in conformity with accounting
principles generally accepted in Israel.

Accounting principles generally accepted in Isidiffer in certain respects from accounting prinegpbenerally accepted in the United States.
With respect to these financial statements, thferifice in the application of the latter is dessdiin Note 19.

As described in Note 2A, the financial statemengspresented in reported amounts, in conformityr witcounting Standards of the Israel
Accounting Standards Board.

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The condensed consolidated financial informatioi8. dollars presented in Note 18 to the finanstatements, prepared at the request of an
investor, represents a translation of the Compdfirygmcial statements in nominal values, as statédbte 18A. In our opinion, such
translation into U.S. dollars was appropriatelyfpened on the basis stated in Note 18A.

As described in Note 1C to the financial statemesgarding the Company’s business condition, the@my has ongoing losses, a working-
capital deficit, shareholders’ deficiency and nagatash flows from operating activities. As staitethat note, the continuance of the
Company’s operations and its ability to satisfysit®rt-term liabilities is contingent upon the mttaent of financing from the shareholders
and/or bank financing arrangements.

Brightman Almagor & Co.
Certified Public Accountants
Member firm Deloitte Touche Tohmatsu

Haifa, Israel, January 28, 2008

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders of

CARMEL CONTAINER SYSTEMS LTD.

We have audited the accompanying conselitlbilance sheets of Carmel Container Systemg‘tité. Company”) and its subsidiaries
as of December 31, 2006 and 2005, and the relatesblidated statements of operations, changesairekblders’ equity and cash flows — for
each of the three years in the period ended DeceBih@006. These financial statements are theresifpility of the Company’s board of
directors and management. Our responsibility isqgoress an opinion on these financial statemerstscban our audits.

We did not audit the financial statemerita oertain subsidiary, whose assets constituteoappately 10% of total consolidated asset
of December 31, 2005 and whose revenues consgipyioximately 10% and 9% of total consolidated nexes for the years ended
December 31, 2005 and 2004, respectively. The fiahstatements of this subsidiary were auditedtiner auditors, whose reports have been
furnished to us, and our opinion, insofar as ted to amounts included for this subsidiary, seldeon the reports of the other audit



We conducted our audits in accordance thighstandards of the Public Company Accounting €lgat Board (United States). Those
standards require that we plan and perform thet amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. We were not engaged to perform ai @futthe company’s internal control over finandiaporting. Our audit includes
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company’s internal contrarofinancial reporting. Accordingly, we
express no such opinion. An audit also includesréiag, on a test basis, evidence supporting theusts and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by managementgaadating the overall financial
statement presentation. We believe that our aadiisthe reports of other auditors provide a reaserzasis for our opinion.

In our opinion, based on our audits andrém®rts of other auditors, the consolidated fim@rstatements referred to above present fairly,
in all material respects, the consolidated finadnmieition of the Company and its subsidiariesfa3erember 31, 2006 and 2005, and the
consolidated results of their operations, changehareholder’s equity and cash flows for eacthefthree years in the period ended
December 31, 2006, in conformity with Israel gefigraccepted accounting principles, which differciertain respects from those followed in
the United States, as described in Note 22 todhedalidated financial statements.

As described in Note 2, the financial staats referred to above are presented in repontediats, in conformity with Accounting
Standards of the Israel Accounting Standards Board.

Haifa, Israel, KOST FORER GABBAY &
March 5, 2007 KASIERER
A Member of Ernst & Young
Global

To the shareholders of
C.D. PACKAGING SYSTEMS LTD.

We have audited the financial statements of C.Rk&ging Systems Ltd. (hereafter — the Company)taaaonsolidated financial statements
of the Company and its consolidated subsidiaryare sheets as of December 31, 2005 and 2004a&pdhents of income (loss), changes in
shareholders’equity and cash flows for each otlthee years in the period ended December 31, ZU@se financial statements are the
responsibility of the Company’s board of directarsl management. Our responsibility is to expressparion on these financial statements
based on our audits.

We conducted our audits in accordance with auditagdards generally accepted in Israel and istdredards of the Public Company
Accounting Oversight Board (United States), inchgdthose prescribed by the Israeli Auditors (MotiPerformance) Regulations, 1973.
Those standards require that we plan and perfoenatidit to obtain reasonable assurance about whe#hénancial statements are free of
material misstatement. An audit includes examinarga test basis, evidence supporting the amoutsliaclosures in the financial
statements. An audit also includes assessing tteuating principles used and significant estimatesle by the company’s Board of
Directors and management, as well as evaluatinguiheall financial statement presentation. We belithat our audits provide a reasonable
basis for our opinion.

In our opinion, the aforementioned financial statais present fairly, in all material respects,fthancial position of the Company as of
December 31, 2005 and 2004 and the results of ipesachanges in shareholders’ equity and castsfle of the Company and consolidated
—for each of the three years in the period endeceBéer 31, 2005, in conformity with accounting pijikes generally accepted (“GAAP”) in
Israel. Also, in our opinion, except for failurerteeet the requirements of the Securities RegulatiBresentation of Transactions between a
Corporation and its Controlling Shareholder in Bigancial Statements), 1996, as explained in nbt@dd except for the exclusion of certain
specifications, as explained in that note, the abmwntioned financial statements have been prejrmntordance with the Securities
(Preparation of Annual Financial Statements) Rdgria, 1993.

As explained in note 1b, the financial statemesdspf dates and for reporting periods subsequddetember 31, 2003, are presented in new
Israeli shekels, in conformity with accounting stards issued by the Israel Accounting StandardsdBddne financial statements as of dates
and for reporting periods ended prior to, or or,dbove date are presented in values that havedo@gsted for the changes in the general
purchasing power of the Israeli currency througdt thate, in accordance with pronouncements ofrtkttlite of Certified Public Accountants
in Israel.

Haifa,
March 6, 2006
/sl KESSELMAN & KESSELMAN CPAs (ISR)
A member of PricewaterhouseCoopers Internationaited




To the board of directors and
supervisory board of
Eurochem Maritime B.V.

AUDITORS’ REPORT

We have audited the financial statements for cadatidbn purposes 2007 of Eurochem Maritime B.V.,gkendam, which comprise the
balance sheet as at 31 December, 2007 and 2006rdfiteand loss account, the statement of chairgeBareholder’s equity and the
statements of cash flows for each of the two yamatise period ended December 31, 2007 and the .notes

Management'’s responsibility

Management is responsible for the preparation aingpfesentation of the financial statements forsodidation purposes in accordance with
international accepted accounting principles armbanting principles generally accepted in the Ne#mels. This responsibility includes:
designing, implementing and maintaining internaitecol relevant to the preparation and fair presiaeof the financial statements in
guestion that are free from material misstatemehéther due to fraud or error; selecting and apglyppropriate accounting policies; and
making accounting estimates that are reasonattfeeinircumstances.

auditor’s responsibility

Our responsibility is to express an opinion ondfee mentioned financial statements based on wdit. &Ve conducted our audit in
accordance with Dutch law and the Public Compangoliating Oversight Board (PCOAB, United States ofekica). Dutch Law as well as
PCAOB requires that we comply with ethical requieznts and plan and perform the audit to obtain ressle assurance whether the afore
mentioned financial statements are free from materisstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosurtfeeifinancial statements. The
procedures selected depend on the auditor’s judgrmetuding the assessment of the risks of mdteriastatement of the financial
statements, whether due to fraud or error. In ngaktinse risk assessments, the auditor considerhaltcontrol relevant to the entity’s
preparation and fair presentation of the finansiatements in order to design audit proceduresatieadppropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the entity’s internal control. Andit also includes evaluating the
appropriateness of accounting policies used andeigonableness of accounting estimates made bygaarent, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit opinion.

Opinion

In our opinion, the financial statements refer@give a true and fair view of the financial pasitiof Eurochem Maritime B.V. as at

31 December, 2007 and 2006 and of its resulterattt of changes in shareholder’s equity and stxienf cash flows for each of the two
years in the period ended December 31, 2007 inrdanoe with international accepted accounting jplas and accounting principl
generally accepted in the Netherlands.

Rotterdam, 27 February 2008
MAZARS PAARDEKOOPER HOFFMAN ACCOUNTANTS N.V.
A.G. de Nijs RA

To the board of directors of
Chem-Tankers C.V.

AUDITORS’ REPORT

We have audited the financial statements for cedetibn purposes 2007 of Chem-Tankers C.V., Maarsshich comprise the balance sheet
as at 31 December, 2007 and 2006, the profit essgldocount and the statements of cash flows fdr efshe two years in the period ended
December 31, 2007 and the not



MANAGEMENT 'S RESPONSIBILITY

Management is responsible for the preparation aimgfesentation of the financial statements forsoidation purposes in accordance with
international accepted accounting principles armbacting principles generally accepted in the Nedimels. This responsibility includes:
designing, implementing and maintaining internaitecal relevant to the preparation and fair presgoneof the financial statements in
guestion that are free from material misstatemehéther due to fraud or error; selecting and apglppropriate accounting policies; and
making accounting estimates that are reasonaltleinircumstances.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion ondfae mentioned financial statements based onwdit.&Ve conducted our audit in
accordance with Dutch law and the Public Compangoliating Oversight Board (PCOAB, United States ofekica). Dutch Law as well as
PCAOB requires that we comply with ethical requiegits and plan and perform the audit to obtain megsle assurance whether the afore
mentioned financial statements are free from malterisstatement.

An audit involves performing procedures to obtaidibevidence about the amounts and disclosurdwifinancial statements. The
procedures selected depend on the auditor’s judgnmeiuding the assessment of the risks of mdteriastatement of the financial
statements, whether due to fraud or error. In ntaktinse risk assessments, the auditor considerhaitcontrol relevant to the entity’s
preparation and fair presentation of the finansiatements in order to design audit proceduresatieaappropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the entity’s internal control. Andit also includes evaluating the
appropriateness of accounting policies used andetionableness of accounting estimates made bygearent, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basisour audit opinion.

OPINION

In our opinion, the financial statements refer@give a true and fair view of the financial pamitiof Chem-Tankers C.V. as at 31 December,
2007 and 2006 and of its results and statemerdasif lows for each of the two years in the periodesl December 31, 2007 in accordance
with international accepted accounting principled accounting principles generally accepted inNbBtherlands.

Rotterdam, 25 February 2008
MAZARS PAARDEKOOPER HOFFMAN ACCOUNTANTS N.V.

A.G. de Nijs RA

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders of

Hod Hasharon Sport Center Limited

We have audited the balance sheets of Hod Hasl&ort Center Limited (the “Companyds of December 31, 2007 and 2006 and the re
statements of operations, changes in shareholeguity and cash flows for each of the three yaathé period ended December 31, 2007.
These financial statements are the responsibilitited Company’s Board of Directors and managen@ut.responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with stasdafrthe Public Company Accounting Oversight Bo@tdited States of America) and
with auditing standards generally accepted in Isiaeluding those prescribed by the Israeli Audit@Mode of Performance) Regulations,
1973. Those standards require that we plan andipethe audit to obtain reasonable assurance atdwether the financial statements are-
of material misstatement. An audit includes exangnbn a test basis, evidence supporting the are@nt disclosures in the financial
statements. An audit also includes assessing twuating principles used and significant estimatesle by the Company’s Board of
Directors and management, as well as evaluatinguiheall financial statement presentation. We belithat our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, financial position of the Company as



December 31, 2007 and 2006 and the results of ipesachanges in shareholders’ equity and castsffor each of the three years in the
period ended December 31, 2007, in conformity &itbounting principles generally accepted in thetdthStates of America.

Somekh Chaikin
Certified Public Accountants (Isr)
Tel Aviv, Israel

February 26, 2008

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the shareholders of
Hod Hasharon Sport Center (1992) Limited Partnershp

We have audited the balance sheets of Hod Hasl&pori Center (1992) Limited Partnership (the “Conyjaas of December 31, 2007 and
2006 and the related statements of operationsgelsan shareholders’ equity and cash flows for edc¢he three years in the period ended
December 31, 2007. These financial statementsareesponsibility of the ComparsyBoard of Directors and management. Our respditg
is to express an opinion on these financial statesngased on our audits.

We conducted our audits in accordance with starsdafrthe Public Company Accounting Oversight Bo@idited States of America) and
with auditing standards generally accepted in Isiaeluding those prescribed by the Israeli Audit@Mode of Performance) Regulations,
1973. Those standards require that we plan andipethe audit to obtain reasonable assurance aldwether the financial statements are
of material misstatement. An audit includes exangnbn a test basis, evidence supporting the ara@ntt disclosures in the financial
statements. An audit also includes assessing twuating principles used and significant estimatesle by the Company’s Board of
Directors and management, as well as evaluatinguiheall financial statement presentation. We belithat our audits provide a reasonable
basis for our opinion.

In our opinion, the financial statements refer@alove present fairly, in all material respedts, financial position of the Company as of
December 31, 2007 and 2006 and the results of ipesachanges in shareholders’ equity and castsffor each of the three years in the
period ended December 31, 2007, in conformity w&itbounting principles generally accepted in thetdthStates of America.

Somekh Chaikin
Certified Public Accountants (lIsr)
Tel Aviv, Israel

February 26, 2008




Exhibit 10.e€

SHARE PURCHASE AGREEMENT
Made and signed as of the ®@ay of November, 2007

By and Between

Netherlands Industrial Chemical Enterprises B.V., a private company with limited liability underetfaws of the Netherlands, with
corporate seat in Amsterdam, and address at 360Ma&tssen, Planetenbaan 108N(I.C.E. "), on the one part

—And —

Merhav Ampal Energy Ltd. a company, duly incorporated and validly existimgler the laws of the State of Israel, having itgstered
office at 111 Arlozorov St. Tel-Aviv, Israel, oryaother company fully owned by Ampal-American Idr@erporation (“Ampal "), on the

second part,

WhereasN.I.C.E. is the controlling shareholder of Gadoe@lical Tankers And Terminals Ltd., Reg. Number 52@37 (“Gadot "),
a public company which shares are traded in theAVal Stock Exchange (TASE ); and

WhereasAmpal offered to N.I.C.E. to purchase from N.I.CitS.entire holdings of Gadot’s securities, in as-Is’ transaction outside
the TASE, and N.I.C.E. has accepted such offesuddject to and in accordance with the terms anditions set forth in this Agreement;

NOW THEREFORE, the parties have declared, stipulatd and agreed as follows:

1. Definitions

In this Agreement and in addition to the termsmidiin the preamble to this Agreement or elsewinettiéis Agreement, the following
terms shall have the meanings ascribed to theffo)lag/s:

1.1  “Affiliate " shall mean (a) with respect to any Person (oth@&n an individual), a person that directly or nedily, through one
or more intermediaries, controls, is controlled dwyis under common control with, such person, wtfeontrol” means the
possession, directly or indirectly, of the powediect or cause the direction of the managemelntips of a Person, whether
through the ownership of voting securities, by cact, as trustee or executor, or otherwise anavith) respect to any
individual, any relative or spouse of such Persorgny relative of such spouse, who has the samme las such Persc

1.2 " Bank Hapoalim " shall mean Bank Hapoalim BM Lt

1.3 " Bank Hapoalim Pledge" shall mean a pledge in favor of Bank Hapoalintlos Pledged Share
1.4 " Bank Hapoalim Trust Company " shall mean Poalim Trust Services L

1.5 " Business Day' shall mean a day at which banks are open fomagsiin Israe

1.6 " Closing" shall mean as defined in Section 6 bel

1.7  “Consideration Amount " shall mean an amount of 348,147,000 NIS (threedhed and forty eight million and one hundred
forty seven thousand New Israeli Sheke

1.8  “Governing Documents” shall mean certificate of incorporation, articlefsassociation and memorandum of association (if
applicable), statutes and-laws.

1.9 " Knowledge" - actual knowledge based on written information resgiand without making an inquir
1.10 " Options" shall mean Options (Series 1) of Gadot (TASE &gcaumber 1088939
1.11 " Ordinary Shares" shall mean Ordinary Shares of NIS 0. 1 Par Valuéadot (TASE Security number 108892

1.12 “Person” means any individual, corporation, partnershgsagiation, trust, unincorporated organizationijtéchliability
company, other entity or grou



1.13

1.14

1.15

1.16

“ Pledge” shall mean pledge, levy, charge, encumbrance,deyrity interest, first refusal right or any athbiard party right.

“Pledged Share!” shall mean 37,989,500 (thirty seven million, nlmendred eighty nine thousand and five hundred)r@arg
Shares, pledged under the Bank Hapoalim Pledgeemistered in the name of Bank Hapoalim Trust Camgp

“Purchased Securities” shall mean 43,275,025 (forty three million, twertdred seventy five thousand and twenty five)
Ordinary Shares, comprised of 39,174,429 (thirbemnillion, one hundred seventy four thousand aud fiundred twenty
nine) Ordinary Shares, being the entire Ordinargr&h held by N.I.C.E. at the date hereof plus 45d®(four million one

hundred thousand and five hundred ninety six) Gugirtshares to be obtained by N.I.C.E. from the @gerof the Options

pursuant to Section 2.1.3 bela

“Real Estate Pledgé shall mean a pledge on the real estate knownoak 7104, parcel 90/42 in favor of Israel Discount
Bank Ltd (“Discount Bank™), as shown in the extract from the Land RegigtraDffice (“TABQO”), and the pledge number 2
on Euro-Gama Properties Ltd., as shown in the extram the Companies Registrar, both attachetirerexes 1.16(1) and

1.16(2)respectively

2. Representations and Warranties of the Parties

2.1.

N.I.C.E. hereby represents, warrants and undertakesrds Ampal that as at the date hereof and theirg) hereunde!

2.1.1. N.I.C.E. is a company duly organized and validlisgrg under the laws of the Netherlands, and higpdwer anc
authority to enter into this Agreement and to cauyits obligations thereunder, and has takenafporate or other
action necessary for the authorization, executietiyery, and performance of its obligations unitkés Agreement

2.1.2. Neither the execution and delivery of this Agreemanr compliance by N.I.C.E. with the terms andvsions hereol
conflicts or will conflict with, or results or willesult in a breach or violation of, any of themer conditions and
provisions of: (i) N.I.C.E.'s Governing Documen{$) any judgment, order, injunction, decree, dirrg of any court or
governmental authority, to which N.I.C.E. is sulbj€iii) any agreement, contract or commitment taieia N.I.C.E., or t
the Knowledge of N.I.C.E.- Gadot, is a party ontdyich they are bound, including, but not limitedatoy material note,
bond, mortgage, debenture, deed of trust, liceng=ase, or (iv) applicable la\

2.1.3. Atthe date hereof N.I.C.E. holds 39,129,@rdinary Shares and 4,100,596 Options, out aflwtine Pledged Shares
are registered in the name of Bank Hapoalim Trush@any as security for payment of its debts to Bdagoalim. Unti
Closing hereunder N.I.C.E. shall exercise all QmtidCertified copies of the share certificatesyal as Gadot’'s
shareholders’ register and options register, vélpbovided to Ampal as soon as possible followiggature hereof and
not later than 5 (five) Business days before Clps

2.1.4. At Closing, the Purchased Securities,| septesent approximately 63.66% of the issuedesbapital of Gadot (on fully
diluted basis), shall be the entire holdings of GLE. in Gadot, and except for the Purchased S&sifand as set forth
in Section 10.1 below) N.I.C.E. does not and wilt hold any other securities in Gadot or in anyilksffe thereof.

2.1.5. N.I.C.E. has sole legal and beneficial title to Ehechased Securities and except for the Bank Hiap&dedge and th
registration of the Pledged Shares in the nameaokBlapoalim Trust Company, as specified in Se@idr3 above,
they are free and clear from any Pledge, and aCtbging, they shall be transferred to Ampal, faed clear of any
Pledge.

2.1.6. All of the Purchased Securities have likéy authorized, validly issued are fully paid apthe date of this Agreement,
nonassessable and free of preemptive rights ahtsrag first refusal, offer or similar right

2.1.7. Except for the need to obtain the Appreea set forth in Section 5 below, no consent,a@by permit or, action by any
governmental authority on the part of N.I.C.E.@thiie Knowledge of NICE Gadot is required that haeisbeen, or will
not have been, obtained by N.I.C.E. or Gadot gadhe Closing in connection with the sale of thedhased Securities
hereunder

2.1.8. N.I.C.E. is not aware that Gadot has received amynaunication from the Israeli Securities Authol(* ISA ") or TASE
alleging non compliance by Gadot with its obligasas a company whose shares are traded on the.”

2.1.9. It has not been brought to N.I.C.E.'srdtte that (i) the quarterly financial reports ohd®t for the period of 6 months
ending on June 38, 2007, and the annual financial reports of GadoDfecember 3%, 2006 are incorrect in any

material respect; or that (ii) any periodic repantsmmediate notices filed by Gadot with the 1SAnth TASE contains
any“misleading iter” (as such term is defined in the Israeli Securitiew lof 1968)



2.2.

2.1.10N.I.C.E. requested Gadot to provide to Ampal attwloents and information relating to Gadot and &Raorchase
Securities

2.1.11N.I.C.E. is not aware of any facts or circumstanedsch would cause the representations and waesaof N.I.C.E.
contained in this Agreement to be untr

Ampal hereby represents and undertakes towardS H.las follows

2.2.1. Ampal has full power and authority to enter intstAgreement and to carry out its respective ohilige thereunder, a
has taken all corporate or other action necessarhé authorization, execution, delivery, and perfance of its
obligations under this Agreeme

2.2.2. Neither the execution and delivery of this Agreemanr compliance by Ampal with the terms and psauis hereol
will conflict with, or result in a breach or violah of, any of the terms, conditions and provisiofigi) Ampal’s
Governing Documents, (ii) any judgment, order, mgjtion, decree, or ruling of any court or governtaéauthority, to
which Ampal is subject, (iii) any agreement, cootrar commitment to which Ampal is a party or byigit is bound,
or (iv) applicable law

2.2.3. As at the Closing, Ampal shall have sigfit cash on hand to pay all amounts which arelgeyay it to N.I.C.E. under
this Agreement

2.3.

2.2.4. Except for the need to obtain the Appreea set forth in Section 5 below, no consent,@a@by permit or, action by any
governmental authority on the part of Ampal is riegghthat has not been, or will not have been,inbthby Ampal prio
to the Closing in connection with the valid exeontidelivery and performance of this Agreement lwedpurchase of tl
Purchased Securities hereunc

2.2.5. Ampal has conducted extensive finanaigal and business due diligence of Gadot, andrihpsing the Purchased
Securities ‘as is’ and with no representation orramty from N.I.C.E. of any kind or nature in rétat to Gadot, except
as provided herein; and by its signature hereuadérsubject to the correctness of N.I.C.E’s repriagions and
warranties set forth in Section 2.1 above, Ampahiocably and unconditionally waives any and athdads, contents
claims against N.I.C.E. in relation to Gadot angl Burchased Securitie

The representations and warranties contam8ections 2.1.7. — 2.1.11 (inclusive) hereinlshavive the Closing for a period
of 3 months after the filing of the audited annifirmncial reports for December 34, 2008.

Certain Covenants

During the period between the execution of thisesgnent and the Closing:

3.1

Covenants of N.I.C.E

N.I.C.E. shall:

3.1.1. not take any action that would cause dnlgeorepresentations and warranties made bytitimAgreement to fail to be
true and correct on and as of the Closing Date thighsame force and effect as if such representatind warranties hi
been made on and as of the Closing C

3.1.2. request Gadot to update the represergadivAmpal on a regular basis regarding materiakagonal developments and
the ongoing operations and activities of Gadotamg Affiliate thereof, including but not limited &y litigation,
relating to or involving or otherwise affecting Gadr any such Affiliate and to the VLS Transacti

3.1.3. vote all of its shares of Gadot to prodhet Gadot and any Affiliate thereof continuesdoduct its business and
operations in the ordinary course and in accordarittepast practice

3.1.4. vote all of its shares of Gadot againsti§posal of or agreement for the disposal ofthergranting of any option in
respect of) any material part of its assets orterany Pledge on any material part of Gadot's amydadi its Affiliates’
assets; except in the ordinary course of businessiéh business is being carried out as at thehdagef and as required
to meet existing obligations (ii) the issuanceale ©f any shares, stock, options or other seesrir the seeking,
negotiation or agreement to any investment, diveatdirect, in the equity of Gadot and of any Adfie thereof other
than in the ordinary course of business and adnextjto meet existing obligations; (iii) the entegiinto any financing
agreement or the incurrence of any material indbtsss other than in the ordinary course of busiaedsas required to
meet existing obligations including as requiredtfar purposes of carrying out the VLS Transactiut the exercise of
options for acquiring new chemical tankers; (i\g #ntering into (or the amendment or the terminadiomaterial terms



3.2.

3.1.5.

3.1.6.

3.1.7.

of any existing) agreement with a related partytiie amendment of the Gadot or any of its AffégtGoverning
Documents (except as required in relation to theagament change in BAX); (vi) the payment of angydéind or any
other kind of distribution to shareholders; (viietpayment of any material fee, bonus, stipendttogr special
compensation to any party other than in the orgigaurse of business and as required to meet mgisti

obligations; (viii) the merger with or into anethentity other than the VLS transaction; (ix) thieding-up or
liquidation of Gadot or any Affiliate thereof or)(@n agreement or undertaking to do any of the e}

not sell, transfer, assign or otherwise disposangfinterest in any of the Purchased Securitiegamt any option over (
create or allow to exist any Pledge over the Pugeti&ecurities or any of them, other than as cquitged in Section
2.1.3 above

take all necessary actions required tainlto later than three (3) Business Days befarebsing, Bank Hapoalim’'s
approval that against payment to Bank Hapoalinhefamount stated in such notice it shall releasd®dnk Hapoalim
Pledge “ Bank Hapoalim Release Noticé).

take all necessary actions required tainlto later than three (3) Business Days befarésing, Discount Bank
approval that it shall release the Real Estategel¢* Real Estate Pledge Release Notitg

Covenants of Each Par.

3.2.1.

3.2.2.

The parties hereto shall use their redderizest efforts to cause the transactions contaegpby this Agreement to be
consummated as soon as possible following sign&teneof. Each party hereto, at the reasonable ségfi¢he other
party hereto, shall execute and deliver such attetruments and do and perform such other actsrangs as may be
necessary for effecting completely the consummaifdhis Agreement and the transactions contemghlageeby

None of the parties hereto will take any actionjoltresults in any of the representations and wéiga made by suc
party pursuant to Section 2.1 and 2.2 hereinaleméhe case may be, becoming untrue or inaccurateyi material
respect

3.3.

Noatification of Certain Matter.

3.3.1.

3.3.2

3.3.3

N.I.C.E. shall give prompt notice to Ampal, and Aahphall give prompt notice to N.I.C.E., of the ogence or nc-
occurrence of any event which results in any reprigion and warranty contained in this Agreemeimdpuntrue or
inaccurate in any material respect and any faibfitd.|.C.E. or Ampal, as the case may be, to comypti or satisfy in
any material respect any covenant, condition ce@ment to be complied with or satisfied by it hedrr; provided,
however, that the delivery of any notice pursuarthis Section 3.3.1 shall not limit or otherwidt=et the remedies
available hereunder to the party receiving suclkcac

N.I.C.E. shall give prompt notice to Ampal and Arhglaall give prompt notice to N.I.C.E. of (i) angtite or othel
communication from any person alleging that therayg or consent of such person or Governmentahdity is or
may be required in connection with this Agreemarthe transactions contemplated hereby, (ii) articamr other
communication from any Governmental Authority imoection with this Agreement or the transactionstemplated
hereby, (iii) any litigation, relating to or invdahg or otherwise affecting such party that reldtethis Agreement, or (iv)
any fact, event, change, development, circumstameelition or effect that is likely to delay or ieqe the ability of suc
party to consummate the transactions contemplateldi® Agreement; provided, however, that the delvof any notice
pursuant to this Section 3.3.2 shall not limit theswise affect the remedies available hereund#regarty receiving
such notice

All undertakings of N.I.C.E. and Ampal un@ections 3.3.1-3.3.2 above are limited to evdatgs, circumstances, etc.
which are Known to them and which are not geneitallgwn as part of the public doma

4, The Transaction.
4.1. Subject to the terms and conditions sehfiorthis Agreement and against payment of the {@enstion Amount, as at the
Closing hereunder N.I.C.E. shall sell and transfekmpal, and Ampal shall purchase and acquire fiohC.E., the Purchased
Securities free any clear of any Pledge, in a tretien outside the TASI
5. Conditions Precedent

5.1.

The obligations of the parties to consumnttagdransactions contemplated under this Agreenaeatsubject to the fulfillment

at or before the Closing of the following conditsopreceden

5.1.1. Obtaining the approval, to the extent nexgly of the Restrictive Trade Practices Commissidar the transactions



contemplated hereundt
5.1.2. Obtaining the approval of Bank Hapoalim for the mdp@ of control in Gadot pursuant to this Agreem

(The approvals specified in Sections 5.1.1-5.1& &t collectively and separately referred tores tApprovals ).

5.2. The parties shall cooperate and employ thesit efforts in obtaining the Approvals as soopa@ssible following signature
hereunder, and with respect to the approval sjekifi Section 5.1.1, the parties shall cooperatieeamploy their best efforts in
order to submit a request therefor within 7 daythefsignature hereund:

5.3. If, in spite of the parties’ best effortden Section 5.2 above, the Approvals shall nottitained within 60 days from the date
of signature hereof, then in such event such pestadl be extended automatically by additional 89sd If, in spite of the
parties’ best efforts under Section 5.2 above Aiygrovals shall not be obtained within such add@io30 days, or a later date
as may be agreed in good faith between the pattissAgreement shall terminate and become nulhard.

Closing

The Closing of the transactions contemplated utiderAgreement shall take place at the offices 0$3f Avraham, Arad & Co. five
(5) Business Days after the date in which all Appis shall have been obtained (th€lbsing” and the “Closing Date”,

respectively). At the Closing the parties or ttaithorized representatives shall perform the fdhgwactions, all of which shall be
deemed to have occurred simultaneously, and noraskiall be deemed to have been completed andawrsimt or certificate shall be
deemed to have been delivered, until all actioescampleted and all documents and certificateyeleld.

6.1. N.I.C.E. shall sell and transfer to Ampal the Paisgd Securities, in a transaction outside the TASthe manner furthe
contemplated in this section bela

6.2. Ampal shall transfer to the bank accourfl #fC.E., designated by N.I.C.E. in writing priar €losing, the Consideration
Amount less the amount referred to in Section @6 which will be transferred to N.I.C.E.'s accoan Bank Hapoalim
designated in Bank Hapoal's Release Notict

6.3. Bank Hapoalim Trust Company and Ampal wghsa Share Transfer Deed, in the form attachedtbers Annex 6.3, for the
transfer of the Pledged Shares from the name ok Bapoalim Trust Company to Ampi

6.4. Bank Hapoalim will deliver to Ampal a signeatice to the Registrar of Liens (Jerusalem offiggh respect to the cancellation
of the Bank Hapoalim Pledg

6.5. Ampal shall transfer to the bank account of N.I.Cdesignated by N.I.C.E. in writing prior to Clogi the amount referred to
Bank Hapoalir's Release Notict

6.6. N.I.C.E. and Ampal will sign a Share Transfer Daadhe form attached hereto as Annex 6.6, foitthesfer of all the
Purchased Securities less the Pledged Sharesltimmame of N.I.C.E. to Ampe

6.7. N.L.C.E. will deliver to Ampal Real Estate Pledgecellation Deeds/Notices, signed by Discount Baaidiressed to the Lal
Registration Office* TABQO”) and to the Companies Registrar for the purposamtallation of the Real Estate Pled

6.8. N.I.C.E. will deliver to Ampal (1) a confirmatiomdm Gadc's secretary with respect to the cancellation ofégistration of th
Purchased Securities in the name of Bank HapoatimtTCompany and N.I.C.E. in Gadot’s shareholdemgister and the
cancellation of the share certificates in the naff@ank Hapoalim Trust Company and N.I.C.E. witepect to the Purchased
Securities, and (2) a new share certificate imtmme of Ampal evidencing the purchase herein oPtlmehased Securities, and
(3) an evidence of the registration of the Purcti&ecurities in the name of Ampal in G&'s shareholde’ register.

6.9. N.I.C.E. shall cause Gadot to convene a meetinfgjeoBoard of Directors of Gad¢* Board ), procure that a legal quorum is
present, and deliver to Ampal and Gadot the foltmndocuments

6.9.1. resignation notices of 3 members from the Boardatiffe immediately

6.9.2. aresolution of the Board to appoint Mos¥f A. Maiman, Dr. Yossef Yerushalmi and Mrs. HEitiz, , as new members
of the Board“ Ampal Directors "), such appointment effective immediate

6.9.3. resignation notices of the members oBbard, except for Messrs. Moshe Johananoff and d&i@ohen, the external
directors and the Ampal Directors, effective imnatelly.

6.9.4. aresolution of the Board to appoint Messeo Malamud and Ofer Gilboa, as new memberseBbard, such
appointment effective immediatel



6.10. The Parties shall deliver to each other the Appso{es defined hereinabove), to the extent requisethem to obtair

6.11. Each party shall deliver to the other partertified copy of a resolution of its board @kdtors, approving the consummation
of the transactions contemplated hereby includivithout limitation (in the case of N.I.C.E.), thansfer of the ownership in
the Purchased Securities to Amg

Post Closing Covenant:

7.1. Subject to the provisions of the law, Ampal shak all its voting power as controlling shareholoeGadot to ensure the

7.1.1. Gadot shall continue to maintain propeebtors and Officers insuranced&O Insurance ") covering the liability of
all directors and officers of Gadot, including vttt limitation, those designated by N.I.C.E, as wdimtely prior to the
Closing, until the expiry of the limitation peri@gpplying to their duties and liabilities associatéth their positions as
directors or officers of Gadot, as the case mayrbamounts and at a scope not inferior to thatqilieg under the
existing D&O Insurance prior to Closin

7.1.2. Gadot shall respect all of its obligatibtowards all directors and officers of Gadot, imtthg without limitation, those
designated by N.I.C.E, as immediately prior to@esing, under any indemnity undertaking or agregmséth such
directors or officers, in amounts and at a scopénierior to that prevailing under the existinglemnity undertaking or
agreement prior to Closin

7.2. Indemnification.

7.2.1. Each party shall indemnifyl(f{demnifying Party ") the other party, its Affiliates and each of thedspective officers,
directors, employees, stockholders, agents an@septatives (collectively, theliddemnitees™), upon first written
demand by each of the Indemnitees against andthefd harmless from any loss, liability, deficiendgmage, cost, or
expense, or actions in respect thereof (includ@agonable legal fees and expengis)ss ") suffered or incurred by ai
such indemnified party (fhdemnified Party ) arising from, in connection with, relating to otherwise in respect of (i)
any breach of any representation and warranty rogdiee Indemnifying Party in this Agreement or) éiny breach of
any covenant of the Indemnifying Party in this Agreent.

7.2.2. _Other Claimsin the event any Indemnified Party should haetaan against any Indemnifying Party under
Section 7.2.1 being asserted against or sougte tmllected from such Indemnified Party, the Indéima Party shall
deliver notice of such claim to the Indemnifyingtyawvith reasonable promptness. The failure by lmdgmnified Party
so to notify the Indemnifying Party shall not rekethe Indemnifying Party from any liability excdptthe extent the
Indemnifying Party has proved that it has beenugliepd as a result of such failure in which caseaitmount of the
indemnification due from the Indemnifying Party Bt reduced by the amount of direct damages priyethe
Indemnifying Party. If the Indemnifying Party dagst notify the Indemnified Party within 30 Busind3ays following
its receipt of such notice that the IndemnifyingtPaisputes its liability to the Indemnified Parpder Section 7.2.1,
such claim specified by the Indemnified Party intsnotice shall be conclusively deemed a liabiityhe Indemnifying
Party under Section 7.2.1 and the IndemnifyingyPsinall pay the amount of such liability to the énghified Party on
demand or, in the case of any notice in which theunt of the Loss (or any portion thereof) is eatieal, on such later
date when the amount of such Loss (or such pottiereof) becomes finally determined. If the Indefying Party has
timely disputed its liability with respect to suclaim, as provided above, the Indemnifying Partgt the Indemnified
Party shall resolve such dispute as follows: (gtfithe parties shall negotiate in good faithgqueriod of up to 15
Business Days to resolve such dispute, then (iij@findemnifying Party and the Indemnified Party anable to reach
an agreement, they shall resolve such disputedordance with Section 10.4 hereunc

Confidentiality and Stock Exchange Reports

Without derogating of Ampal’s confidentiality undekings towards N.I.C.E. and Gadot pursuant td\tbe Disclosure Agreement
signed between the parties dated September 24,200A "), following the execution of this Agreement andiop to the Closing,
neither party shall provide any information to firess, make a public disclosure or in any other prayide information to third
parties about this Agreement without the prior w@ritconsent of the other party, except in so fesuah disclosure is required by law
by TASE or other stock exchange or other applicatlles, in which case the party required to disslagch information is obliged to
consult in advance with the other party and cormulthe text of the public disclosu

Termination

This Agreement may be terminated at any time gddhe Closing:

9.1. by the mutual written consent of Ampal, on the baad, and N.I.C.E., on the other ha



9.2.

by either Ampal, or N.I.C.E., without lialbjl on the part of the terminating party for termiimg this Agreement (provided that
the terminating party is not otherwise in defaultrobreach of this Agreement), if N.I.C.E. or Anhpas the case may be, shall
(i) fail to perform in any material respect its @gments contained herein required to be performedtp the Closing Date, or
(i) materially breach any of its representationd avarranties or covenants contained herein, acld f&ilure or breach (under
sub sections (i) or (i) above) is not cured witBihBusiness Days of delivery of written noticertud.

Termination of this Agreement pursuant to this Bec® shall terminate all obligations of the pastieereunder, except for the obligations
under Section 10.3, 10.4 and 10.10; provided #ratination pursuant to Section 9.2 shall not reithe defaulting or breaching party from
any liability to the other party hereto.

10. Miscellaneous

10.1.

10.2.

10.3.

10.4.

10.5.

10.6.

10.7.

Gadot Storage & Handling Ltés at the closing hereunder, and without add@i@monsideration to the Consideration paid
hereunder, N.I.C.E. shall transfer to Ampal, andp&hshall acquire from N.I.C.E., all of N.I.C.Ehsldings in Gadot Storage
& Handling Ltd. (namely 1,000 ordinary shares o6ML.0 par value each) free and clear of any Pldugthe parties executing
a share transfer deed in the form attached as Ab@dxhereto

Additional Actions Without derogating from the other parties’ obtigas under this Agreement, each of the partieettalles
to sign all documents and carry out all actionsaltsigning or execution by the parties are requioegive effect to the
provisions of this Agreement and implement th

Taxes and expensEgcept as otherwise expressly provided in this Agrent, whether or not the transactions contemplated
hereby are consummated, each of the parties skelldnd pay the taxes and levies imposed onat @fl) under any law in
relation with this Agreement and the transactiomstemplated therein. Transfer tax payable (if Btialrespect of the transfer
of the Purchased Securities hereunder, under theeNands jurisdiction, shall be borne and paid\blyC.E. It is clarified that
payment of the Consideration Amount is subject ithhwolding tax obligations Ampal is subject to adiag to Israeli laws and
regulations, unless and to the extent that N.|sh&l provide Ampal with an exemption from suchhkiblding tax obligation

Law & Jurisdiction This Agreement will be governed by the laws & 8tate of Israel. The competent courts of Tel-Aviv
Israel shall jurisdiction in any matter pertainitogthis Agreement

Entire Agreementhis Agreement, including the all annexes attadi@to constitutes the entire understanding op#rdes
and except for the NDA supersedes all oral or amitepresentations or agreements, privileges agrstahdings between the
parties.

AmendmentsNo modification or amendment of this Agreement rhaymade except in a written instrument duly sigoedll
parties.

WaiversA waiver by a party of any of its rights under thigreement shall not be effective unless made Wyitten instrument
duly signed by such party, and shall not be deemediver of any other right hereund

10.8.

10.9.

HeadingsThe headings of several sections in this Agreeraeninserted only as a matter of convenience, halll 5ot be
taken into consideration in the interpretationto$ tAgreement

Preamble and Annex. The preamble and annexes to this Agreement shadtitate an integral part there:

10.10.Notices. Any notice sent by one party to the others toatidresses set forth in the preamble to this Ages¢shall be

considered as having reached its destinationwig delivered by hand, at the time of its deliyéfrit was sent by registered

mail, within 3 Business Days from the time it wasdispatched; and if it was sent by facsimile, with Business Days from tl
receipt of the confirmation of proper transmissidithe notice. Any notice to Ampal shall be senthvd copy to Eldad Firon,

Adv. and/or Raphael Melman, Adv., M. Firon & Co6, Abba Hillel Silver Rd., Ramat-Gan 52506 Fax (+932/540011 and

any notice to N.I.C.E. shall be sent with a copfbud Arad, Adv., Yossi Avraham, Arad & Co., 3 Dalrfrrisch St., Tel-Aviv
64731 Fax. (+97:-3-6963801).

[SIGNATURES ARE ON THE FOLLOWING PAGE]

In witness whereof the parties have set their sigtares hereunto:




Netherlands Industrial Chemical Enterprises B.V.
By: Mr. Moshe Johannanof

under specific proxy dated

October 25, 2007

I, the undersigned, Ehud Arad, Adv., as legal celittsNetherlands Industrial Chemical Enterpriség.Ba private company with limited
liability under the laws of Netherlands with corpte seat in Amsterdam [.I1.C.E. "), hereby confirm that N.I.C.E. signed upon this
Agreement through its authorized signatory Mr. Modbhannanof , according to a resolution duly astbpy N.I.C.E. and to its constituting
documents and | further confirm that the aboveaigre is binding upon N.I.C.E. for every intent gnapose.

Ehud Arad, Adv.

Merhav Ampal Energy Ltd.
By: Yosef A. Maiman & Irit Eluz

I, the undersigned, Eldad Firon, Adv., as legalnsmlito Merhav Ampal Energy Ltd., co. no. 51375407&mpal "), hereby confirm that
Ampal signed upon this Agreement through its autieor signatories Mr. Yosef A. Maiman and Mrs. Eltiz, according to a resolution duly
adopted by Ampal and to its constituting documamis | further confirm that the above signaturesbémding upon Ampal for every intent
and purpose.

Eldad Firon, Adv.




Exhibit 10.ff

Merhav Ampal Energy Ltd
Company No. 513754077

Date: December 3, 20

Messrs
Discount Bank Ltd

Dear Sirs,

Re: Irrevocable covenant

Whereas we, the undersigned, Merhav Ampal EnerdyCompany No. 51-375407-7 (hereafter: “the Compahngve received and/or are to
receive from you, Israel Discount Bank Ltd (hereaftthe Bank”), loans, credit, guarantees and subdnking services (hereafter: “the
credits”) and we accordingly owe and/or shall otwe Bank debts, obligations, charges and variousiata@nd all in accordance with the
Bank’s records as may be valid from time to timd anall times (hereafter: “the debts”), and in mection therewith the Company has signed
and/or is to sign, has delivered and/or is to @elte the Bank various instruments in connectiothwie credits and/or the debts including
inter alia forms, confirmations, letters of conalits, security and bonds, insurance rights andr$io, im accordance with the Barsk'ecords a
may be from time to time and at all times; accogtlinas security and bond additional to the creatitd the debts we do hereby irrevocably
warrant, consent, attest, confirm and covenanawss the Bank that throughout the entire termlubhtiarance and repayment of all the debts
to the Bank in connection with the credits (hemafithe credit term”)we shall act, shall execute, shall cause to beuwtgd@nd to be fulfille
at our sole expense and on our sole responsiliiitshe full and complete satisfaction of the Baailkpf the conditions, the stipulations, the
acts and matters set forth below:

1. Definitions—

EBITDA Earnings Before Interest Taxes Depreciatma Amortization. The aggregate amount of opergtiogit from
routine activity according to the latest finangtdtements for the four successive calendar qsaeteting on the
date of the last financial statements, before fimamexpenses (interest, indexation differenceshamge rate and
foreign currency differences and commissions) andg together with depreciation expenses in respdioted
assets and write down of intangible ass

Means of control and/or As per the definition thereof in the Securities La#28-1968 and any term in the said definitiondl $iea
control construed in accordance with the aforesaid L

Shareholders or party at Any shareholder in the Company and/or office holdehe Company and/or party at interest in the Gany,

interest or owne either directly or indirectly as is at present amdis shall be from time to time and at any ti
Gadot Gadot Chemical Tankers & Terminals Ltd Company B&-00370:-7
1
Dollar Dollar of the United States of Ameri
Discount Trus Discount Trust Ltc
TASE The Te-Aviv Stock Exchange Lt

The financial statements  The annual financial statgs of the Company and/or Ampal American and&lds severally (hereafter: "solo
financial report") and/or jointly and in consolidat with all the subsidiaries and investee compahiethe
Company and/or Gadot and/or Ampal American (heeeaftonsolidated financial report”) from time fone and
at all times in accordance with any law and in adance with generally accepted accounting prinsipieluding,
inter alia, balance sheet, income statement, dashstatement, statement of changes in shareholeigugy,
including the notes thereto, and in addition theesty other report, notice and instrument beingarttiat shall
be required under any law and/or by any authoréiedor entities and/or competent concerns; andnheal
financial statements shall be audited and the gugrfinancial statements shall be reviewed — byxernal
auditing accountant, in accordance with principtepprting principles and generally accepted actiogn
standards having been and/or that shall be edtablisom time to time by the Institute of Certifiedblic



Shareholders’ equity

The determining dat

Gadot shares
and/or the share

Legal opinion

Gadot shares acquisition
agreemen

The Companies Law

Accountants in Israel and/or statutori

In accordance with the acdongmntiles and principles generally accepted indsaad/or in the United States (all
according), being statutorily applicable to puldi@npanies, as they are presented in the finaneit@dreents,
together with loans granted to the Company by theers, and net of loans granted by the Companlya@tvner
and owners’ withdrawals of any type whatsoever, @ad net of intangible assets in respect of whizclpayment
was made

December 31, 200

The shares acquired by the Company i.e. 43,275bB2fs of NIS 0.1 n.v. constituting 65.6% of ththarized,
issued and paid up share capital of Gadot and 6818ydiluted.

A legal opinion letter signed by an attorney of @@mpany and addressed to the Bank, in a wordinggddy thi
Bank and confirming to the Bank, inter alia, théidigy of this instrument, the credit documents gecurity and
the bonds, the Company’s holdings in Gadot andalsoeans of control and control in Gadot, thedimajs of
parties at interest and/or owners in the Compaulyadithe means of control and control in the Comypand all
both directly and/or indirectly as far as the ulibe physical owne

An agreement whereby the Company acquired shar@sadt including the whole complex of agreements an
the related appendic

The Companies Law 5759-1999 aadioother law that shall be made in additiondt®or that shall supersede
the Companies La

Account

The credit instruments

Free and clear

The vendor:

Quarter

Assets

IFRS

Account No10492having been opened in the name of the CompanythéBank Tel-Aviv Head Office ,
Branch No (10)including and together with all compensation aceésurelated accounts, ancillary accounts,
secondary accounts, adjunct accounts, monetaryats;Gecurities, deposits and more as shall e firae to
time and at all times according to the B's records and its determination in this ma

All instruments, approvals, reference materialfg@gsional, legal and other opinions, the infornratithe materia
the forms, the letters of conditions, the loan doents, agreements, arrangements, credit instrunfergacing
instruments, security and bonds, this instrumedtsanforth, as are or may be required the Bankeastle
discretion of the Bank from time to time and attefles under appropriate signatures, in wording amder
conditions in accordance with the sole requiremantsdeterminations of the Bank, in accordance wiith
subject to the procedures and the rules beingfé@ttedind customary with the Bank and also in acaacd with
the resolutions of the Bank as shall be from timérhe and at all times — which the Company coventm
deliver to the Bank and/or the execute and/or tsedo be executed and/or to duly record in a tirfedhion, in
accordance with the requirements of the Bank alnat #he Company expense and on its responsibility and
expenditure, and all to the full and complete &atison of the Bank

A situation in which there is flgfil the condition whereby all of the rights, theets and the property acquired
by the Company pursuant to the Gadot shares atiqnisigreement including (and without derogatirapfrthe
generality of the aforesaid) Gadot shares beingyr chevailable, and completely free of all liengdies,
attachments, rights of line, setoff rights, claiofisight, debts and third party liabilities whatsee

Netherlands Industrial Chemical Enterprises E

A continuous period of three months endiiagch 31, June 30, September 30, and December &dcbifand
every year

Real estate, chattels, moneys, rights, gsoaed any other matter and thing in the most aain@nsive and
sweeping meaning thereof without limit, includimge toroceeds and income thereon, their substitpteperty
being the consideration of such property and asgtashaving derived or come from the profits ofsassets

International Financial Reporting Standar@ssaandards and explanations adopted by the Inti@nah
Accounting Standards Commission. International Réiag Reporting Standards include: (A) IFRS and 8B
International Accounting Standards (IAS) and alSpKExplanations determined by IFRIC (InternatioRedancial
Reporting Interpretations Committee) or SIC (Stagdnterpretations Committee) the committee thateded it
in interpreting international accounting standa
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Proportion of mortgaged 43,275,025 shares of NIS 1 n.v. constituting 65@%e issued, authorized and paid up share cagitahdot
shares in Gadc being 63.6% fully diluted

LIBOR London Interbank Borrowing Rate — within theeaning of that term in the Bank as may be modifienh time to
time and at all times, at the sole determinatiothefBank.

Financial debt Debts to banks and/or financialitugbns net of cash balances — in accordance thélfinancial statements of
the Company alon

Ampal American Ampal-American Israel Corporatioa €ompany registered in the United States in aecma with the laws of
the State of New Yorl

As regards any word, term, phrase, expression arfarth in this agreement not being defined in Hgseement, the meaning,
interpretation and definition thereof shall be astomarily and generally accepted with the Bankadoordance with the Bank’s
records from time to time and at all times, an@ atsaccordance with the sole determination ofBhak. The appendices to this
document constitute an integral part her

2. Object of the financing
Acquisition of the ownership, control and meansaftrol including Gadot shares at a rate of 65.6% @ share capital of
Gadot and the assets of Gadot from the vendorsignt$o the Gadot Shares Acquisition Agreementegddssr: “transaction
for the acquisition of ownership, control and mean®f control in Gadot”) .

3. Rate of financing—

3.1  The Bank shall finance the transaction ferdabquisition of ownership, control and means oitiab in Gadot including
Gadot shares at a rate of up to 65% of the actprisibst pursuant to the Gadot shares acquisitioeesnent

3.2  The balance of the requisite financing aita of some 35% of the acquisition cost of Gadateshshall be paid by the
Company in cash out of its own resources by wagepisit into the account — all as a precedent aspending
condition for the provision of the financing by tBank.

4. The financing

A credit framework aggregating NIS 234 million,liztation of the credit framework being subject e following conditions (“
the credit framework "):

41.1

41.1.1 Up to NIS 117 million for a period of §@ars commencinBecember 3, 200'andending Decembel
3, 2019in short term loans of up to one year as is custpmwith the Bank, on such terms as shall be
agreed between us separately and shall find expressthe credit instruments, and inter alia,hie t
matter of: margin, interest, repayments/ paymehgsiocipal, interest, indexation differences,
exchange rate differences, clearance tables, caiong prices, expenses and so forth (hereafter:
“Loan I')

41.1.2 Interest on Loan | — Libor plus margirsasforth in Appendix B, with current interest pagnts on a
quarterly or a si-monthly basis, or on the basis of any other pebiidg shorter than six montt

41.1.3 The unutilized loan commission that shalpaid by the Company to the Bank at the enderye
quarter for the past quarter. The ndailization commission amount shall be computedtenbasis of
daily computation within the commission calculatjperiod as aforesai

4.1.2

41.2.1 Up to an additional NIS 117 million fopariod of up to 12 years — regular six monthleiast
payments and principal payments in accordancetiéltlearance table annexed to this document as
Appendix A and constituting an integral part her@redfreafterLoan II”

4.1.2.2 Interest on Loan I- Libor plusmargin as detailed in Appendix




4.2

4.3

4.4

The credit framework shall be utilized inld$ as determined in accordance with the reprateatrate of exchange as
of the first drawdown date of any of the lo:

Notwithstanding the aforesaid, if there shall hageurred an instance of breach, then as from thtatahd for as long i
the breach event shall not have been rectifietiécsatisfaction of the Bank, the credit framewdrélsbe reduced and
shall stand at the balance of the amounts actutillged at that time and the Company shall noébttled to utilize
additional amounts out of the credit framewc

As a condition for granting the loans on actmf the credit framework, the Company shall exed¢oan provision
instruments as customary with the Bank. The Comsaayl also warrant with every drawdown applicatitbrat until the
date of the drawdown application there has not weduany breach event that has not been rectifi¢bet satisfaction of
the Bank.

4.5

4.6

4.7

Commissions, margins, prices, costs and expenseas-set forth in Appendix B to this Docume

“Utilization term ” — drawdown and utilization of the credit framewshall take place, subject to the conditions of this
document and the credit instruments, throughoup#t®d up to and not later than the determining

Special interest increment- it is hereby agreed and emphasized that thecstteates as per sub-paragraphs 4.1.1.2 anc
4.1.2.2 shall automatically increase on servicé days notice by the Bank upon the Company by 2&minevent of
breach of a material condition of this document|uding all or any of the terms of the keepinghad turrent account
under our signature, constituting an integral pathis document, for the entire duration of thedwh in accordance wi
the Bank’s records, and all in respect of the iaseein the risk to the Bank as a result of thedbreahis special interest
increment shall be charged by the Bank to the temiount and shall be defrayed by us separatiely,gnd together
with the interest payments or debits as outlineavatand in addition thereto. To dispel any douli @mphasized that
this special interest increment shall in no inséaacd under no circumstances be repayable, evartlaét amendment of
the breach and/or under circumstances in whiclBdrk consents to waive or to postpone the impleatiemt of the
covenant that was breached, or to modify it orlmaaany extension whatsoever. It is hereby stdted the Bank’s right
to the special interest increment in a state chtineand also the actual collection thereof as afide shall not derogate
from, shall not delay and shall in no wise impaiy aemedy or relief or right or cause availablé¢ht® Bank against us
pursuant to this document or pursuant to the camditof the keeping of the current account unders@nature and inte
alia, nothing aforesaid is such as to derogate ttwright of the Bank to collect from us or fromr@bligation to pay to
the Bank arrears interest as outlined hereinafi@emaincrement to the cumulative interest as a&mleand also from all
additional rights and causes being available tdB#uek, under circumstances or in instances of breacon fulfilment
of all or any of our covenants and the aforesaithig clause shall be in addition there

5. Precedent and suspending conditions, financial stigations and covenants

It is hereby agreed as precedent and suspendimtitioms for the granting of the credit and the coméd availability of the
credits already granted, and for repayment datdeiog brought forward and the credit not beindeckbfor immediate payment
throughout the credit term and until the repaynierfiall and absolute clearance thereof in accordamith the Bank’s records —
there shall apply, be fulfilled and be in existeatieof the conditions, the provisions, the ruléhg representations, and matters
as set forth below, and all the other terms orasgntations of this document, and the Company gpgrading its signature in
the margins of this document), hereby irrevocablysents and covenants toward the Bank to fulfilexetute them and/or to
take steps to cause that they be fulfilled and @tegtto the full and complete satisfaction of teBin accordance with the
Bank’s assessments and reasonable and sole dis¢tétiough the entire credit term until the fuidaabsolute payment and
repayment thereof in accordance with the Bank’snégxand at its determination, and all in additimand without derogating
from all of stipulations, the conditions and thgquiements of the credit instruments, these bdiegtles, the matters, the
provisions and the conditions to which the Compemwyenants towards the Bank as sta
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5.1

The Company
5.1.1 Matters agreed, approvals and legal opi- the Company shall deliver to the Bank the followingtruments
5.1.1.1 Alegal opinion in such and wording as shall beeagrbetween the partie

5.1.1.2 All of the matters agreed and the apgsoejuired in order to validate the transactiantifie
acquisition of ownership, control and means of manhcluding the Gadot shares and so ft



5.1.1.3 The Gadot shares acquisition agreemdytedecuted and/or prepared and/or made by théepart
thereto, the Gadot shares acquisition agreemeng theily valid and the Company having fulfilled all
of its covenants in accordance therewith and tleewdue to be fulfilled prior to date of executifn
this document

5.1.1.4  All of the Compan’s rights pursuant to the Gadot shares acquisitioeesnent are clear and fr

7

512

5.1.3

5.1.2.1 The balance of the Company’s credit WithBank shall not exceed the economic value o3hédot

shares mortgaged to the Bank multiplied by 0.83%& @conomic value of the Gadot shares mortgagec

to the Bank shall be determined in accordance wvéthations that shall be delivered to the Bank by
the Company. To date of the first valuation madiegng acquisition of the aforesaid shares, the
value of the shares shall be determined on thes lofishe acquisition prict

5.1.2.2 The aforesaid measurements shall be mattee Bank continuously and regularly in accordawih
criteria and procedures and rules being in effadtgenerally accepted with the Bank and the
determination of the data detailed above shalltlvdth the Bank’s sole discretion and in accordance
with the Banl's sole resolution:

5.1.2.3 The Company shall deliver to the Banlalaation, once a year, at the Bank’s demand, witBilays
of the date of demand. The valuation shall be nigdene of the five major accountancy firms in
Israel or by one of the three major firms in Israefjaging in corporate valuations — and all to the
satisfaction of the Banl

Control and means of control in the Company-

The ownership and control position in the Compargjuding the holdings of all means of control af it
authorized, issued and paid up share capitalfisllasvs:

Itemization of holdings of the means of control:

Registration/identity Particulars of shares
Name number and class of shares % Holdings
Ampal Energy Ltc 51-37537°-2 Ordinary share 100%

5.2

The ownership structure of all of the means of mr&nd control of the Company as set forth hetgiva shall
be preserved and maintained at all times, suchshhbject to this condition, there shall not be tgaged, shall ni
be attached, shall not be sold, shall not be asdigshall not be transferred and shall not beetillany of the
shares and/or the holdings and/or the rights of &imymerican in the Compar

Ampal American

5.2.1 The shareholders’ equity of Ampal Ameriearset forth in the solo financial report of Ampaherican shall be

not less than the higher of the sum of 200 milli@fiars or a rate of 35% of the balance sheet.t

8

52.2

Control and means of contr-

The ownership and control position in Ampal Ameni¢gacluding the holdings of all of the means of ohin its
authorized, issued and paid up share capitalfisliasvs:

Details of holdings of the means of control:

Name

Registration/ Particulars of shares and
identity number class of shares % Holdings




Merhav (M.N.F) Ltd 51061855¢ 4,476,389 share 7.8%
De Majorca Holdings Lt 513920157 18,850,153 share 32.7%
Di-Rapallo Holdings Ltc 51390096¢ 9,650,132 share 16.7%

The ownership structure shall always be presermedshall persist, in all the means of control @ dontrol
over Ampal American as set forth hereinabove is thause, such that, subject to this conditionstieres and/or
the holdings and/or the rights of Yossi Maiman impgal American shall not be mortgaged, shall naatteched,
shall not be sold, shall not be assigned, shalbedtansferred and shall not be diluted to belwsvrate of a 40%
direct and/or indirect holding in Ampal Americ:

5.2.3 Ampal American shall not pay and shallmake any distribution (within the definition theféo the Companies
Law) and shall not covenant to pay in any shaderon whatsoever, either direct or indirect, any ams of
money out of its earnings or its equity or out oy @ther source whatsoever, including dividendshiwithe
definition thereof in the Companies Law) or intér@smanagement fees or compensation or indemtidicar
consultation fees or any amounts of money or cgsivalents in any shape or form whatsoever to st
interest and/or to its shareholders and/or toatdrolling shareholders and/or to companies ancligporations
any of whose shareholders is a party at intereseth and/or to any third party whatsoever that negyace or
appear on behalf of any of the abovementioned.cbwvenants per this sub-paragraph 5.2.3 shall ry ap
transactions between Ampal American and partidsteitest therein and/or to its shareholders and/ecompanie
and/or corporations any of whose shareholderparty at interest therein and/or to any third parhatsoever
that may replace or appear on behalf of any ohtle/ementioned and that shall have been approvieteasstec
party transactions in accordance with the law beijogjicable to Ampal American for this purpo

If there shall not have occurred any event of breas-a-vis the Bank, the Company will be permitteghay the
controlling shareholder management fees or compiensar indemnification or consultation fees praaddthat
the payment of such moneys shall not result ineadir of its covenants visws the Bank, either at the time of
drawdown or throughout the entire credit te
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5.2.4 Ampal American covenants not to acquire, not tosjgl® financing for the acquisition of, and also ttovenan
to acquire or provide financing for the acquisitmfrshares of Ampal American, in any shape or farinatsoever,
including and without derogating from the geneyatit the aforesaid, by providing guarantee, eitliegctly or
indirectly, to the Company or to a subsidiary af ompany or to a corporation under their contuithout
obtaining the prior written consent of the Banke@roceed, and all with the exception of statiyapproved
interested party transactions under the law apglygnAmpal American for this purpos

5.3 Gadot

5.3.1 The ratio between the financial debt of @aahd its EBITDA according to its consolidatedaficial report shall
not exceed the following volume

Period Debt / EBITDA ratio
To June 30, 201 Not more than -
From July 1, 2010 to June 30, 2C Not more than {
From July 1, 2001 and thereaf Not more than !

5.3.2 The shareholders’ equity of Gadot underSFRnciples as set forth in the consolidated faialnreport — shall be
not less than the higher of the sum of NIS 170iamil{linked to the Consumer Price Index commeneiagrom
date of execution of this document) or than a c&tE3% of total balance she

5.4  Allfinancial ratios are to be measured on a quirteasis
6. Security and guarantees

As additional precedent and suspending conditionghie allocation of the credit framework and thigaation thereof, the
Company shall deliver to the Bank and/or shall eaode issued and delivered to the Bank the sgamd the guarantees as
detailed below, and all being first ranking, antegoand exclusively to credit of the Bank and alssuch wording and on such
conditions as shall be required by the Bank, tdftiieand complete satisfaction of the Bank, asofek:

6.1  All (100%) of the Company'’s shares in Gadet,43,275,025 Gadot shares constituting 65.6%, (arly diluted —
63.6%) of the total authorized, issued and paidhgre capital of Gadot including all of the proce#tereof and also the
account including all the moneys and securitieadp@ind or that shall be on deposit ther
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6.2  The shares shall be transferred into the refriéscount Trust Ltd in accordance with the cdiodis set forth in the
irrevocable instructions of the Company to Discolintst. At the request of the Bank, the Company edibperate with
it in restoring the shares to marketability on Ted-Aviv Stock Exchange

6.3  All of the Company'’s rights in respect of thadot shares acquisition agreement, includingfate rights and/or assets
and/or shares and/or moneys and/or anything elaayofype and kind whatsoever, either direct anidirect being due
and/or that shall become due to the Company inrdeoce and/or in connection with and/or by virtii¢he Gad shares
acquisition agreemer

6.4

6.4.1 All the amounts, the income, and the payments witleaception being and/or that shall become duegtend/o
that shall become payable to the Company from Gadatspect of the Company'’s holdings in shareSadot
and inter alia management fees, consultancy féégedds, distribution (within the meaning theréothe
Companies Law), refunds, cash flow and so forthall e deemed to be and shall always be subjdgbeto
mortgage rights and rights of lien in favour of 8&nk and shall be directly transferred solelyh® account and
shall serve, entirely and fully, by way of exerciehe rights of lien and setoff of the Bank ir tihamework of
the security and the guarantees to be credited¢d@vuat of the Company’s debts towards the Bankespect of
the credit at that time, which shall be reducedatiagly.

6.4.2 In any situation in which the dividend amtsupayable to the Company by Gadot exceed thenshf current
payments on account of the loan’s current matstited no event of breach shall have occurred tisihie
Bank, then such excess balance shall be creditia taccount of the Company, provided that the Gowiseeks
permission, in writing, from Discount Trust Ltd ¢eedit its account with the Bank and the Bank apesahe
transfer.

6.5 Inany instance in which the issued and ppidhare capital of Gadot is increased as a refatt increase of capital
and/or issuance, and/or under any other and/otiaddi circumstances, without exception, at anyetand at all times —
then the Company hereby covenants to further iseréi@de quantity of shares in Gadot being mortgagdae Bank all
by way of creating additional liens such that adld@t shares being mortgaged to the Bank by the @oynat any point
in time and at all times shall be not less thaata of 51% of the fully diluted issued and paidsbhare capital of Gadot.
In any event the result of the aforesaid transasti&hall not give rise to a breach of the ratiaccdbed in sub-paragraph
51.21
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6.6  Guarantee of unlimited amount of Ampal Amani¢o secure all of the Company’s debts to the Bam&spect of the
credit, in unlimited amount, in such wording andsorch conditions as the Bank may reqt

The Bank shall retain the option of selling andfansferring and/or endorsing and/or assigning@rs#curitizing the credit
and/or the credit instruments, in whole or in pertany concern whatsoever on such conditionse8#émk may deem fit,
provided that the Company’s rights and obligatipussuant to the credit instruments shall not beifieedand shall remain
fully valid .

The Company and/or Ampal American shall napddesolutions as to voluntary liquidation, comgerrestructuring, merger
and/or any resolution as to compromise or arrangémichin the meaning thereof in the Companies [5889-1999 or any
other law that may be promulgated in addition tteeeand/or in lieu thereof and/or any applicationdastay of proceedings
order under the Companies Law 5-1999 or any other law that may be promulgated itamh thereto and/or in lieu there«

The import of this clause relates both in respéaherger in accordance with Part Eight or Part Nihthe Companies Law and
in respect of any other merger in accordance whitlwthe bulk of the Comparngassets are acquired by another corporatis
whereby shares of the Company are acquired beittyasito confer on the acquiring party controhia Company or whereby
the Company directly or indirectly acquires thekood the assets of another corporation or sharemother corporation
conferring on it control of such corporatic

Repayment of the credit and the calling thereof foimmediate repayment

9.1 ltis hereby agreed that, inter alia, the instaniceghich the Bank shall have cause to bring fooMlie repayment date
the credit and call it for immediate repayment Iidiing realization of the security and the guarast@nd setoff of the
proceeds of the realization on account of the sgtdebts) all as set forth in the credit instruraemtd, in addition
thereto, every one of the following instances, Whio the opinion of the Bank, are injurious to tbempan’s solvency



9.1.1 If the Company fails to pay the Bank any amounttatever being due to the Bank from the Companycoouni
of the credit and/or the debts on the due dateiamabfor the payment therec

9.1.2 If the Bank discovers that changes have besle in the instruments of incorporation of tleenPany and/or

Ampal American and/or Gadot, being such as to ejbie Bank’s rights, without the prior written censof the
Bank.
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9.1.3 If there shall arise to any creditor of @@mpany and/or Ampal American and/or Gadot, cansagcordance
with the instruments of contractual agreement betweand the Company and/or of Gadot and/or of Aimp
American, all according, for bringing forward trepayment date of its debts, and/or calling its slédat
immediate repayment and which, in the opinion efBank, are injurious to its right

9.1.4 If there exists any material breach ofdbeditions of this document and/or the conditiohthe credit
instruments

9.1.5 If any event shall have occurred or if emstances prevail and/or if any situations come é@ftect which, in the
opinion of the Bank, may materially injure the valef Gadot and/or of the Company and/or of Ampalefican.

9.1.6 If, in the opinion of the Bank, any matédaterioration shall have occurred in the econgpaisition and/or
solvency of the Company and/or of Gadot and/or mfp&l American

9.1.7 If there shall have arisen any situatiom@ conditions and/or circumstances in whictthim opinion of the
Bank, there is no reasonable prospect that the @oynwill pay its debt to the Bank and/or if, in thginion of
the Bank, there are reasonable grounds to feathbatebt of the Company will not be paid in theoants and
instalments and at the times stipulated in theitiestruments and/or that the Company is not flirfy and/or
will be unable to fulfil its covenants vis-a-vistiBank on due date thereof as per this documeribvrasl per the
credit instruments and/or the security and the bc

9.1.8 If the Company and/or Ampal American shallin breach of any of their material covenantspant to this
document and/or if it should transpire that anyhefir warranties is untru

9.1.9 |If there should be a suspension of tradir@l consecutive days in the shares of Gadottheishares of Gadot
are dvlisted from Te-Aviv Stock Exchange tradini

9.1.10 If there shall been filed against the Canypand/or against Gadot and/or against Ampal Asaaran application
for a stay of proceedings order pursuant to Se@&kihof the Companies Law 5759 -1999 or under alajtianal
and/or other law that may replace it and such apfiins are not withdrawn within 30 days and indp#ion of
the Bank that fact is such as to impair or to egearhe value of the security given to the Be

9.1.11 If there shall form part of the agend#éhefgeneral meeting and/or of the meeting of therBof Directors of the
Company and/or of Gadot and/or of Ampal Americatraft resolution concerning the following matteas:
resolution pursuant to Sections 350 and/or 35h@Qompanies Law 5759-1999 and a resolution onnvaiy
liquidation or a resolution on merger and/or cogpemrestructurin
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9.2

9.1.12 If, at the sole determination of the Bamkhange shall have occurred in the control dweGompany and/or
Gadot and/or Ampal American or in their equity tiusture as against the status quo as of the daitéso
document, whether by means of voluntary transfeshafes or otherwise, whether as recipient compaag
transferring company, or as splitting company, and/the name of Gadot is stricken out of theigiatly kept
register and/or if it should transpire that it oat to be stricken ou

In any one of the instances detailed in satagraph 9.1 above, depending on the circumstariezch and every case,
the Company shall be served notice allowing the gamy a curative period of 30 days, provided thgtpents are not |
arrears of more than 7 days, but notwithstandiegafbresaid in this Clause, and/or any matter kstipd in sub-
paragraph 9.1 above, with all the sub-paragraptredf, in circumstances of especial urgency, irctvisiamage is liable
to be occasioned to the Bank and/or the rights@Bank as creditor are liable to be injured assalt of any waiting
period and/or extension as aforesaid — then thd Bhall be entitled to act and to exercise itstaglmmediately and
without any delay and/or postponement or waitindqoewhatsoevetr



9.3 Prepaymen-
The Company shall be entitled to prepay the cradéiny portion thereof subject to the following auative conditions:

9.3.1 The prepayment shall be made solely oimtieeest payment dates as set forth in the loavigiom instruments
executed or that shall be executed by the Comy

9.3.2 There shall be served on the Bank in régheceof 30 business days’ written notice priothi® anticipated
repayment date. Notice of prepayment shall be ddémavocable in respect of the entire amount djeti
therein and such notice shall be deemed to be@voitable order on the part of the Company to debétccount
at the Bank with the prepayment amo

9.3.3 Any amount of Loan Il that is prepaid shall notdyevided again

9.3.4 Inthe event that only a part of the ppatiof the loan is prepaid, then the balance stwaitinue to be repaid in
the original amounts stipulated in the loan instenis; and the repayment period shall be shortecemtdingly.

9.34.1 On the prepayment date, the Company ghaglthe Bank the principal of the prepayment arhoun

together with the interest in respect thereof ayrdmissions as generally accepted in the Bank in
respect of prepayment, to the aforesaid ¢
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9.3.5 Without derogating from sub-paragraph 9a8otesaid, the Company shall be exempt from pregay
commission fine

9.35.1 If they are implemented on the interesinpent dates and the source of the repaymentlisficas
surpluses in the Company or dividends being dukgédCompany from Gad

9.3.5.2 If the prepayment is made on interest payment datethe source thereof is not cash flow surplus
dividend, then a flat commission of 1% shall bdexied on the amount pai

10. Reports—

10.1 The Company shall deliver the Company’srfaial statements to the Bank by and not later ##h(a hundred and
twenty) days from the end of each calendar yedhdfCompany publishes additional consolidatectloerdfinancial
statements in Israel or elsewhere, either auditeshaudited, the Company shall deliver to the Bempies thereof as
soon as possible after publication thereof, exogpti case of an annual report, which shall be &ded within 120
days.

10.2 The Company shall deliver to the Bank tharicial statements of Gadot not later than 60y(stktys as of the end of
any calendar quarter and/or calendar year, allrdoog. If Gadot publishes additional consolidateather financial
statements in Israel or elsewhere, either auditeshaudited, the Company shall deliver copies thfeiethe Bank as
soon as possible following publication thereof,eptan case of an annual report which shall be &mded within 90
days.

Gadot shall include in a note to its annual finahstatements for the year ended December 31, 200 balance sheet
data as of December 31, 2007 and the income statetat for the year ended December 31, 2007, thitee shall hav
been applied in respect thereof the principlesobgnition, measurement and presentation as p& #t&hdards

10.3 The Company shall deliver to the Bank tharicial statements of Ampal American by and natrltttan 60 (sixty) days
as of the end of each calendar quarter and/or&aehdar year, all according. If Gadot publisheditamhal consolidated
or other financial statements in Israel or elsewheither audited or unaudited, the Company skdiNer copies thereof
to the Bank as soon as possible following publicathereof, except in case of an annual reporthwvkiall be forwarde
within 90 days
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10.4 In addition the Company shall issue to thal8 by and not later than 60 days as from theofmeéch quarter, a
calculation of all the data in connection with flreancial stipulations set forth in this documerithaconfirmation and
under hand of the Compe’s General Manager or the Comp’s VP Finance

10.5 In addition to and without derogating frolnodi the aforesaid, we shall deliver to you froime to time, at your demand,



11.

additional information on the business data andittamcial position of the Company and all in weittreports in such
reporting format and in accordance with such deslyou shall require — and all within 15 daydate of any reporting
requirement on your pal

General -

111

11.2

11.3

This document shall constitute and shalbgvform an integral part of any of the forms, ittetruments, the security
and the guarantees, the letters of conditions aridréh as are and/or shall be present in the Biaork time to time and
at all times under our hand and/or under handlodrston our behalf and as may be valid at any itinseich a way that
they are to be read in conjunction, in a singletioolmum, and en bloc, as part of the conditionsebgras complementing
one another and as adding to one ano

Any material breach and/or non-fulfilmentatifand/or any portion of the import and stipudas of this document, shall
constitute and shall be deemed also be a bredtie afedit instruments and an additional defaulseahat that shall
confer on the Bank the right to call the credit #mel debts for immediate repayment, with all tkahiereby implied, as a
result, and the Company covenants to pay themet®#mnk under such circumstances at the s first demand

A waiver by the Bank to the Company in respé non fulfilment of one of more of the Compasgovenants towards
the Bank, either included or that will be includaduture in any other instrument, shall not berded justification or
excuse for any breach or any further non-fulfilmehany of the conditions or stipulations aforesadohd the Bank's
refraining from the use of any right whatsoevertwgsin it pursuant to this document and/or anyeofinstrument and/or
under any law, shall not be construed as a waif/such right.
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11.6

11.7

11.8

The Company and/or Ampal American warrant@wvenant toward the Bank that it has duly adoptedesolutions and
obtained all approvals statutorily necessary angkasts instruments of incorporation for its camtual engagement
pursuant to this document and the implementaticadlaif its covenants in accordance herewith asd #iat it does not
require any 34 party consent or approval for contracting purstarhis document and for fulfilling all of its comants
detailed herein; in addition, the Company and/ompaimmerican warrant and covenant toward the Baakthere exisi
no prohibition and/or impediment and/or limitatimhatsoever, either statutorily or pursuant to agne@ament, against
the Company and/or Ampal American executing thisugieent and the implementation hereof by it doesoostitute a
breach of and/or injury to any'8party right, including under any law and/or agreetrend/or any other covenants

toward any 39 party.

Our above-mentioned covenants are hon @eninunconditional, absolute and irrevocable aadshall not be entitled
to annul or modify them, without obtaining yourgrivritten consent, since we are aware that youaelthem in
providing the credit

There shall be applicable to this documadtta every one of the credit instruments and tiecsecurity and the
guarantees and all the various other instrumergsiwggd by and/or on behalf of the Company soladyldiwvs of the State
of Israel, and shall be from time to tin

The sole and exclusive venue for the purpoéhis document shall be the competent law edarthe city of Tel-Aviv
—Jaffa, Israel

The appendices to this document constitute anratg@grt hereof

In witness whereof we have set our hand

Merhav Ampal Energy Lt

We consent to the foregoing and shall act accolgling

Date: December 3, 2007

Israel Discount Bank Lt
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Messrs

Israel Discount Bank Ltd

Tel-Aviv Date: December 3, 2007
(Hereafter- "the Bank")

Dear Sirs,

We, the undersigned, Ampal American Israel Corponathereafter: “Ampal American”) do hereby confitmthe Bank our assent to the
entire import of the foregoing instrument underdah Merhav Ampal Energy Ltd Company No.-8154077 , constituting an integral part
this document and which are to be read in conjon¢ctnd as a single continuum (hereafter: “Merhayal covenant”) and we hereby
irrevocably warrant and covenant toward the Baralt tre shall act in accordance and shall not dohémytbeing by way of a breach of the
import of the Merhav Ampal covenant and/or thatlnet conform to the import thereof and likewisesheall cause Merhav Ampal to act in
accordance with the Merhav Ampal covenant aforesaid hereby covenant, absolutely and irrevocaiatd the Bank, to cause the entire
import of the Merhav Ampal covenant aforesaid tduifilled and implemented by Merhav Ampal and/grus to the extent that this is rela
to and/or dependent on us as owners, and alse toittand complete satisfaction of the Bank.

In addition, and without derogating from the gefigraf the aforesaid, | hereby further emphasiseimevocable covenant toward the Bank
as follows (as stated and as defined in the afarédarhav Ampal covenant):

(1) The shareholdersquity of Ampal American as detailed in the sofmficial report of Ampal American shall be not I the
higher of the sum of 200 million dollars or a rafe35% of the total balance she:

(2)  The ownership structure of all the meansooftml and the control over Ampal American as settfin the Merhav Ampal
covenant aforesaid shall always be maintained aist, such that, subject to this condition, thdrallnot be mortgaged, shall
not be attached, such not be sold, shall not higreess and shall not be transferred and shall naliloéed the shares and/or the
holdings and/or the rights of Yossi Maiman in Ampaherican in such a way that there shall alwaypfeserved and shall
continue to exist the control of Yossi Maiman in pah American at a rate that shall be not less #0#4.

(3) Ampal American shall not pay and shall nopiement any distribution (within the definition tieef in the Companies Law)
and shall not covenant to pay in any shape or fehatsoever, either directly or indirectly, any amtsuwhatsoever out of its
earnings or its capital or out of any other sowrbatsoever, including dividends distribution (withhe definition thereof in the
Companies Law) or interest or management feesrapeasation or indemnification or consultancy feesums of money or
cash equivalents in any shape or form whatsoewveaitiies at interest and/or to its shareholdergaautd its controlling
shareholders and/or to companies and/or corposatiag of whose shareholders is a party at inténestin and/or to any third
party whatsoever that may replace or stand indfeany of the above. If no instance of breach talithe Bank shall have
occurred, then the Company will be permitted to fhegycontrolling shareholder management fees opensation or
indemnification or consultancy fees or remuneragtfmovided that the payment of such moneys doesawgte a breach of its
covenants towards the Bank either at the time a@fvdown or throughout the entire credit te
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(4) Ampal American covenants not to acquire,togirovide financing for the acquisition of and t@ttovenant to acquire or to
provide financing for the acquisition of, sharesAofipal American, in any shape or form whatsoeveluiding and without
derogating from the generality of the aforesaig tHe giving of a guarantee, either directly oriiadtly, to the Company or to a
subsidiary of the Company or to another corporatioder their control, without obtaining the B/’s prior written consen

Our above-mentioned covenants shall be binding wsces long as Merhav Ampal remains owing you angumt of money
whatsoever

In witness whereof we have set our hand

Ampal American Israel Corporatic

Messrs Date: December 3, 2007
Israel Discount Bank Ltd

Tel-Aviv

(Hereafter“the Banl")

Dear Sirs,

I, the undersigned, Yosef Maiman, (Id. No 01277Q5%88hereby warrant and covenant towards the Baatkas long as Merhav
Ampal Energy Ltd Company No. 51-375407-7 owes yoyamount of money whatsoever pursuant to thedcable letter of
undertaking executed by Merhav Ampal Energy Ltdfa@ecember 3, 2007, | shall directly or indiredtigld at least 40% of the isstL



and paid up capital of Ampal American Israel Cogtimn and these holdings shall be the highestafdtelding, directly or indirectly,
of all the shareholders of Ampal American Israetgfoation.

In witness whereof | have set my hand

Yossi Maiman
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OPTION AGREEMENT

OPTION AGREEMENT (this “ Agreemetf)t dated as of December 25, 2007, by and amongad#fmerican Israel Corporation, a N
York corporation (* Ampar), and Merha m.n.f.) Limited, a company organized under the lafvthe State of Israel (* Merhdy (each, a “
Party” and, collectively, the “ Parti€y.

RECITALS

WHEREAS, Merhav, directly and through certsubsidiaries, intends to develop an ethanolpcody project in Colombia, as more
fully described on Exhibit A hereto (the “ Projéyt

WHEREAS, Merhav has offered Ampal the ooty to participate in the Project;

WHEREAS, Ampal has expressed interesténRtoject but requires additional time to compietelue diligence with respect to the
Project;

WHEREAS, Merhav needed to fund the purcludidke real property for the Project prior to Hidicipated completion of Ampal’s due
diligence;

WHEREAS, to provide Merhav the requireddimy and Ampal the additional required time to ctetgits due diligence on the Project,
(i) Ampal extended Merhav a loan in the originahpipal amount of $20,000,000 (the “ Logrpursuant to the Promissory Note, dated as of
the same date hereof by Merhav in favor of Amgas (t Promissory Not&) and (ii) Merhav granted Ampal the option settlfoin this
Agreement to purchase up to 35% percent intergskiProject on the terms herein set forth;

NOW, THEREFORE, in consideration of therafaid premises and of the mutual representatieensanties and covenants contained
herein, and for other good and valuable considamathe receipt and sufficiency of which is heralsinowledged, the Parties hereby agree as
follows:

ARTICLE |
DEFINITIONS
The following terms shall have the follogimeanings for purposes of this Agreement:

“ Affiliate ” means (i) with respect to any Person, a Persandbntrols, is controlled by, or is under commonteol with such Person (it
being understood, that a Person shall be deentedtrol” another Person, for purposes of this definitiospiéh Person directly or indirec
has the power to direct or cause the directiomefhanagement and policies of such other Persathehthrough holding ownership
interests in such other Person, through agreensemherwise); and (ii) with respect to any nati®altson, (1) any parent, grandparent,
sibling, child or spouse of such natural Persortber Person related by marriage to any such Rer$d) any trust established for the benefit
of such natural Person or any Affiliate of suchunak Person or (3) any executor or administratadhefestate of such natural Person.
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“ Agreement has the meaning set forth in the Preamble.

“ Authority” means any governmental, judicial, legislativee@xtive, administrative or regulatory authoritylsrfael and the United
States or any state, local, provincial or foreigne&ynment or any subdivision, agency, commissifficeoor judicial, administrative or
regulatory authority thereof.

“ Business Daymeans any day other than a Saturday, Sundayday @n which banking institutions in New York, N&erk or Israel
are authorized or obligated by law or executivesotd close.

“ Charter Documentsmeans any byaws, charter, memorandum, certificate of incorfiorg articles of association and any other sin
constitutive or governing documents.

“ Consent means any consent, waiver, approval, authorizaégemption, registration, permit, license or destian of or by any Pers«
or any Authority, or expiration or termination afyaapplicable waiting period under any Legal Regmient, that is required with respect to
any Party in connection with (i) the execution aetivery of this Agreement or any other Transacfimctument or (ii) the consummation and
performance of any of the transactions providechéreby or thereby.

“ Contract or “ Contracts’ means any and all contracts and agreements,dimgithose that are franchises, warranties, uraiedstgs,
arrangements, leases, licenses, registrationsprzations, mortgages, bonds, notes and otheuim&nts (whether written or oral).

“ Definitive Documentatiofrhas the meaning set forth in Section 2.1(c).

“ JudgmentSmeans any and all judgments, orders, writs, dives, rulings, decisions, injunctions, decreetijesaent agreements or
awards of any Authority or arbitrator.

“ Legal Requirementsmeans any and all (i) laws, ordinances and reiura, whether federal, provincial, state or locdllsrael, the
United States, or any other applicable jurisdigti@in codes, standards, rules, requirements aitérier issued under any laws, ordinances and
regulations, whether federal, provincial, statéocal of Israel, the United States or any otherliapple jurisdiction; and (iii) Judgments.

“ Liabilities” means any obligation, liability, or indebtedne$sany kind, character or description, whether &lispcontingent, accrued,
liquidated, unliquidated, known, unknown, executorytherwise.

“ Lien” means any mortgage, pledge, hypothecation, chasgggnment, deposit arrangement, encumbranagjtydoterest, lien,
fiduciary assignment and any security or similareagnent of any kind or nature whatsoever.

“ Loan” has the meaning set forth in the Recitals.




“ Necessary Actiohmeans, with respect to a result required to hesed, all actions (to the extent such actions armitted by
applicable Legal Requirements) reasonably necessaguse such result.

“ Note Balancé has the meaning set forth in Section 2.1(b).
“ Option” has the meaning set forth in Section 2.1(a).

“ Option Closing has the meaning set forth in Section 2.1(c).
“ Option Interest has the meaning set forth in Section 2.1(a).

“ Option Termination Datemeans the earlier of (i) one year from the daeebf or (ii) the Qualified Financing Date.

“ Party’ or “ Parties” has the meaning set forth in the Preamble.

“ Persori means an individual, corporation, partnershipstr limited liability company, a branch of any d¢gntity, unincorporated
organization, joint stock company, joint venturgs@ciation or other entity, or any government,ror agency or political subdivision thereof.

“ Pledge Agreemefitmeans the Pledge Agreement, dated as of thehadat®f, between Merhav and Ampal, delivered a $gdar the
Loan.

“ Preamblé means the preamble to this Agreement.

“ Promissory Notehas the meaning set forth in the Recitals.
“ Project’ shall have the meaning set forth in the recitals.

“ Purchase Pricehas the meaning set forth in Section 2.1(b).

“ Qualified Financing Datemeans the date on which both of the followingregehave occurred: (i) Merhav has obtained delning
for the Project from an unaffiliated Third Partyda(ii) an unaffiliated third party holds no lesatha 25% equity interest in the Project.

“ Recitals’ means the recitals to this Agreement.

“ ThirdParty Pricé’ means the lowest price paid by an unaffiliateiddtiparty for interests in the Project.

“ Transaction Documeritsneans each of this Agreement, the Promissory NbtePledge and any other agreement, certificate o
instrument delivered pursuant to any of the foragoi

“ Transfe’ means, whether voluntary or involuntary, any sf@n, assignment (including any fiduciary assigntheronveyance, sale,
pledge or hypothecation.




“ Valuation Model means the model, dated as of October 2007 prdgarderhav and Galileo and attached hereto astitxBj as
reasonably updated with respect to project costan€ing costs and other similar changes by MedmalGalileo, as such updates are
approved by Houlihan Lokey Howard & Zukin as begugsistent with the methodology and assumptionfosit in the original model
attached hereto as Exhibit B.

ARTICLE Il

OPTION

2.1 Option.

(@) At any time from the date hereobtigh the Option Termination Date, Ampal shall htheoption (but not the obligation)
purchase from Merhav (or the relevant subsidiariftitiate of Merhav) up to a 35% equity interentthe Project on a fully diluted
basis (the “ Optiori). Ampal may exercise the Option set forth in tBisction 2.1 by delivering written notice of itseesise of such
right to Merhav (the “ Option Notic§ prior to the Option Termination Date, settingtfothe percentage interest (the “ Optioned
Interest”) up to 35% of the Project that Ampal shall acquinespant to the Optiol

(b) The Purchase Price (as defined befomthe Option Interest shall be paid as follogkfirst, by conversion of the balance
(up to the amount of the Purchase Price) of thstantling balance of principal, interest and aleottimounts due under the Promis:
Note (the" Note Balancée) and (ii) if the Purchase Price exceeds the NB#kance, the excess of the Purchase Price ovétdtee
Balance shall be paid by Ampal to Merhav at thei@pClosing. The purchase price for the Optionddrkst (the “ Purchase Prite
shall be determined as follows: the sum of (A)h®e éxtent the Note Balance is being convertedipurchase of the Optioned
Interest, the purchase price for each portion ef@ptioned Interest shall be the lower of (x) thechase price for the Optioned Intel
based on a valuation of the Project in accordarittethe Valuation Model or (y) the Third Party Rrjand (B) after converting the
Note Balance in full at the price determined purgua clause (A) of this sentence, any portionhaf ©ptioned Interest that remains
be purchased shall be purchased at the Third Paidg, except if no Third Party price exists thechase price will be based on the
Valuation Model.




(c) Upon exercise of the Option, Ampadl &erhav shall execute within 45 days (the “ Opt@losing”) of the date of the
Option Notice but not later than the Qualified Finag Date definitive documents evidencing (i) thechase by Ampal from Merhav
of the Optioned Interest, which documents shalehaystomary representations and warranties fromhdeiincluding with respect to
Merhav (and any relevant subsidiary and affiliaiating to the Project), the Project and the Omibinterest and (ii) the agreement
between Ampal and Merhav with respect to the mamage and governance of the Project and the righfsnpal as a holder of an
Interest in the Project (the “ Definitive DocumetfijtsAt the Option Closing, Merhav shall deliver Aanpal such documentation
reasonably requested by Ampal and required tofeais Ampal the Optioned Interest, free and ctifaany Liens attributable to
Merhav or any of is Affiliates. Merhav hereby aclatedges and confirms that Ampal’s obligation to ®s@mmate the purchase of the
Optioned Interest is expressly conditioned uporefiygroval by the Audit Committee of the Board ofdators of Ampal of the
Definitive Documents. Without limiting anything daned herein, Merhav and Ampal hereby agree HeabDefinitive Documents
shall contain the following provision

0] the right to appoint such numbettaf directors (or members of any applicable goveyihiody of the Project) of the
total board of directors (or similar body) managihg project equal to the percentage interest hteo@ed Interest is to the to
outstanding equity interests of the Project (toakient there is more than one entity is involvethie Project, this provision
shall be read to provide Ampal with the abilityeteercise the same amount of control as such nuaflubrectors (or other
persons) would have if the Project was a singléyn

(i) the right to participate in any saf an interest in the Project by an other inteheder on the same terms as such
interest holder

(iii) full ratchet anti-dilution proteicin with respect to the Optioned Interest, withpexs to any equity interest of the
Project sold by the Company from and after the dathe Option Closing

(iv) right of first refusal for Ampal ceny sale of any equity interest by Merhav after@ption Closing, providethat
Merhav may transfer shares not subject to such afjfirst refusal (i) to a single strategic pantte the extent that such
transferred equity interest, together with any gaguiterest currently held by such strategic partagl not result in such
strategic partner or its affiliates having an eginterest in the Project in excess of 35% of thgdet and (ii) to Riagro S.A. to
the extent such transferred equity interest doesxmeed 2.5% of the Proje

(v) any financing obtained by and fog #roject shall be n-recourse to Ampal without Amf’s consent

(vi) Ampal shall have the right to consto any modification of the Charter Documentshaf Project or any entity
comprising the Project in a manner adverse to Arapahy change in purpose of the Proj

(vii) the right for Ampal to consentaay transactions involving the Project and Merhaary of its Affiliates.
(viii) customary preemptive rights; ¢

(ix) Ampal shall be permitted to Transis interest
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(d) Notwithstanding the forgoing andlvatit limiting the forgoing requirements of the Dtive Documents, Ampal shall have
the benefit of any broader rights and prefereneds or granted to any other invest

ARTICLE 1lI
MERHAV’'S REPRESENTATIONS AND WARRANTIES
Merhav hereby represents and warrants tpahmon the date hereof:

3.1 Existence; Authority; EnforcealyilitMerhav is a company duly organized and validligtirxg under the laws of Israel. Merhav
has the requisite power and authority to enter éatch Transaction Document to which it is a panty @ perform its respective obligations
thereunder. The execution, delivery and performdaycklerhav of each Transaction Document to whighilitbe a party and the
consummation by it of the transactions contemplat@by and thereby have been duly authorized ppibeed by all corporate action of
Merhav. Merhav has duly and validly executed aniveleed each Transaction Document to which it sy, and each such Transaction
Document constitutes its legal, valid and bindib¢jgation, enforceable against Merhav, in accordanith its terms.

3.2 Interests in the Proje€a) Merhav currently owns 100% of the outstandiggity interests in the Project. All of the isswsal
outstanding interests in the Project have been alutliyorized, validly issued and are be fully paighassessable, free of preemptive rights,
with no personal liability attaching to the owndpsthereof. There are no outstanding securitievedible into, exchangeable for, or carrying
the right to acquire, any interest in the Projectsubscriptions, warrants, options, calls, rigpte-emptive or other) or other arrangements or
commitments obligating any person to issue or dispaf any of its capital stock or any ownershigriest therein, other than an Agreement
with Riagro S.A., pursuant to which Riagro shalldmtitled to up to a 2.5% equity interest in thej&ct, coming from Merhav’s holdings in
the Project.

3.3 Absence of Conflict§ he execution and delivery by Merhav of the Teati®n Documents to which it is a party and the
performance of its respective obligations hereumaherthereunder, and the consummation of the tctinsa contemplated hereby and ther
does not and will not conflict with, or result imetbreach of any provision of, the Charter DocumefiMerhav or any Contract or violate any
Legal Requirement applicable to Merhav.

3.4 Compliance With Law; Consenbéo Consent is required to be made or obtainebliéshav in connection with (i) the execution,
delivery or performance of the Transaction Docurs¢ntbe entered into by Merhav or (ii) the consurtioneof any of the transactions
contemplated by the Transaction Documents. To &isé &f Merhav’'s knowledge, Merhav and the Projeetiacompliance in all respects
with all applicable Legal Requirements, except weharch failure would not have or could not reasbnbyp expected to have a material
adverse effect on Merhav, the Project or MerhabiBtg to consummate the transactions contemplatgdand perform its obligations, under
the Transaction Documents.




35 FeesNeither Merhav nor any of its Affiliates has paidbecome obligated to pay any fee or commissicanyy broker, finder or
intermediary in connection with the transactionstemplated hereby.

3.6 DisclosureMerhav has provided to Ampal all documents arfidrination (i) in Merhav’s or any of its Affiliate’possession
relating to the Project, and (ii) that is reasogabhterial in connection with a decision to make ltloan or exercise the Option, including
without limitation the reports and evaluations leé Project set forth on Exhibit C hereto. No repnéation or warranty by Merhav contained
in this Agreement or any other Transaction Docunagict no information contained in any other instrobfarnished or to be furnished to
Ampal pursuant hereto or in connection with th@section contemplated by this Agreement or anyrofn@nsaction Document contains or
will contain any untrue statement of a materiat facomits or will omit to state a material factcessary in order to make the statements
contained herein or therein not misleading. Merisavot aware of any facts or circumstances whichld/cause the representations and
warranties of Merhav contained in this Agreemenrdroy other Transaction Documents to be untrueawmriect. To the knowledge of Merhav,
after due inquiry, there is no fact, circumstanceandition which has had or could reasonably hEeeted to have a material adverse effe
Merhav or the Project, which has not been discldsesimpal or its representatives.

ARTICLE IV
COVENANTS

4.1 Due DiligenceMerhav hereby agrees to cooperate with Ampakiniiie diligence and shall provide Ampal with sidbrmation
and documents as Ampal shall reasonably requesPattees agree that the due diligence to be corduny Ampal shall be to assist Ampal
() in confirming the representations and warratéMerhav set forth in this Agreement, and (8f@rmining whether to exercise its Option.
In addition, Merhav hereby agrees to promptly delito Ampal (x) any new material information withspect to the Project in its possession
or control and (y) any reports, models, projectionsther information provided to any other persorntity.

4.2 Further AssuranceSubject to the terms and conditions herein, efthe Parties agrees to take, or use reasonabimeccial
efforts in order to cause to be taken, all Necgsaations and to do, or use reasonable commerffiaite in order to cause to be done, all
things necessary, proper or advisable under allcgiyde Legal Requirements to consummate and mei&etiee the transactions contemple
by the Transaction Documents to which it is a party

ARTICLE V
SURVIVAL
5.1 Survival Each representation and warranty in this Agredrsieall survive for a period of two years after tfate hereof, provided

that (i) the representation set forth in Section 3.1 &rdshall survive indefinitely and (ii) the suraivperiods set forth in this Section 5.1 shall
not apply to any claims involving fraud or bad ffiaitn the part of any Party hereto.
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ARTICLE VI
MISCELLANEOUS

6.1 Governing LawThis Agreement shall be governed in all respacatduding validity, interpretation and effect, the internal laws
of the State of New York without regard to its daotfof law principles (other than Section 5-140the New York General Obligation Law).

6.2 Arbitration All disputes between the parties hereto arisindeu the terms of this Agreement or any other Taatisn Documents
shall be arbitrated in New York City under the sutd the American Arbitration Association then abitag in the City of New York judgment
on any award made by the arbitrators hereunderbreagndered in any court having jurisdiction.

6.3 SeverabilityEach Section, subsection and clause of this Agee¢ and each other Transaction Documents corestituseparate
and distinct undertaking, covenant or provisiorebérin the event that any provision of this Agresnor any other Transaction Document
shall finally be determined to be unlawful, suchypsion shall be deemed severed from this Agreemestich Transaction Document, but
every other provision of this Agreement or suchnection Document shall remain in full force anféetf

6.4 InterpretationWhenever used in this Agreement, except as otker@xpressly provided or unless the context otlservequires,
any noun or pronoun shall be deemed to includelilmal as well as the singular and to cover alldgga. Unless otherwise specified, words
such as “herein”, “hereof”, “hereby”, “hereundericawords of similar import refer to this Agreemesta whole and not to any particular
Section or subsection of this Agreement, and refare herein to “Articles” or “Sections” refer totistes or Sections of this Agreement. The
headings in this Agreement are intended solelgémvenience of reference and shall be given netifiethe construction or interpretation of
this Agreement.

6.5 Costs and Expens&ach Party shall bear its own expenses incurredmnection with the negotiation, preparation cegien and
closing of this Agreement and each other Transadliocument and the transactions provided for heastgythereby.

6.6 NoticesAll notices or other communications required errmitted by this Agreement or any other Transadilocument shall be
effective upon receipt and shall be in writing aledivered personally or by overnight courier, antdgy facsimile (with confirmation copies
delivered personally or by courier within three B)siness Days), as follows:
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If to Merhav, to:

Merhav (m.n.f) Ltd

33 Havatzelet Hasharon Street

Herzlia, Israel

Attention: Mr. Yossef Maiman and Mr. Leo Malamud
Facsimile:+972-9-9501733

If to Ampal, to:

Ampal-American Israel Corporation
111 Arlozorov Street

Tel Aviv 62098 Israel

Attention: Yoram Firon
Facsimile:+972-3-6080101

with copies to:

Bryan Cave LLP

1290 Avenue of the Americas

New York, NY, USA 1001¢
Attention: Kenneth Henderson, Esq.
Facsimile: (212) 541-1357

or to such other address as hereafter shall béeshed as provided in this Section 6.6 by any Pargny other Party. Any demand, notice or
other communication given by personal delivery Isbalconclusively deemed to have been given onlélyeof actual delivery thereof and, if
given by facsimile, on the day of transmittal thadrié given during the normal business hours ofagpient, and on the Business Day during
which such normal business hours next occur ifgnan during such hours on any day.

6.7 Counterpartshis Agreement and each other Transaction Documewy be executed in any number of counterparts) e
which shall be deemed an original, but all of whiahether shall constitute a single instrument.

6.8 Entire Agreementhis Agreement together with the other TransacBocuments set forth the entire understandingagnedemer
between the Parties as to the matters coverednhemditherein and supersede and replace any prilerstanding, agreement or statement of
intent, in each case, written or oral, of any anerg nature with respect thereto. In the eventgfiaconsistency between this Agreement and
the other Transaction Documents, this Agreemerit gbaern as between the Parties with respectaarthtters set forth herein.

6.9 No Third Party Rights; Assignmeiitis Agreement is intended to be solely for thadfit of the Parties and is not intended to
confer any benefits upon, or create any rightaiof, of any Person other than the Parties and sbiabe assignable without the prior written
Consent of the other Parties. Notwithstanding dithe foregoing, Ampal may transfer its rights amigrests hereunder to an Affiliate.
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6.10 Waivers and Amendmenhk$o modification of or amendment to this Agreemenany other Transaction Document shall be \
unless in writing signed by the Parties referripgafically to this Agreement or such other TratgecDocument and stating the Parties’
intention to modify or amend the same. Any waivieamy term or condition of this Agreement or anjest Transaction Document must be in
a writing signed by the Party sought to be chargitld such waiver referring specifically to the teancondition to be waived, and no such
waiver shall be deemed to constitute the waiveanyf other breach of the same or of any other teroondition of this Agreement or any

other Transaction Document.
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IN WITNESS WHEREOF, the parties hereto hduly executed this Option Agreement as of the tieseabove written.

AMPAL -AMERICAN ISRAEL CORPORATION

By:

Name: Irit Eluz, Yoram Firol
Title: CFO, VI

MERHAV (M.N.F) LIMITED

By:

Name: Yosef A. Maima
Title: Director

[SIGNATURE PAGE TO OPTION AGREEMENT]
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Exhibit 10.hh

PROMISSORY NOTE

$20,000,000.0t December 25, 200

FOR VALUE RECEIVED, MERHAYV (M.N.F) LIMITEDa company formed pursuant to the laws of the Stalsrael, located at 33
Havatzelet Hasharon Street, Herzlia, Israel (* Baer”), promises to pay to the order of Ampal-Ameridarael Corporation, a New York
corporation, located at 111 Arlozorov Street, Telv62098, Israel (* Lendel), at such office of Lender or at such other plasghe holder
hereof may from time to time appoint in writing,lawful money of the United States of America imiediately available funds, the principal
sum of TWENTY MILLION ($20,000,000.00) Dollars oo snuch thereof as may then be the aggregate uppaitipal balance of such loan
made by Lender to Borrower hereunder (the “ L§aas shown on the schedule attached to and madet af this Note. Borrower also
promises to pay interest (computed on the basas360 day year for actual days elapsed) at saickdfi like money on the unpaid principal
amount of the Loan from time to time outstanding aate per annum equal to LIBOR Plus 2.25Phe entire unpaid balance, together with
all interest accrued and unpaid thereon, and b#ragdums then due and payable to Lender undeNtiis shall be due and payable in full on
the earlier of (i) December 24, 2008 and (ii) tieaRcing Date (as defined below) (the “ Maturityt®3. Interest on outstanding amounts
hereunder shall accrue on a quarterly basis apdyable on the earlier of (i) the date on which pastion of the balance of this Note is
converted in accordance with Section 4 hereofiptq@ether with principal and any other amounte tdereunder, on the maturity hereof.
Borrower further agrees that upon and following=arent of Default and/or after any stated or anyelrated maturity of the indebtedness
evidenced hereby, the aggregate outstanding pehbglance of the Loan shall bear interest (conthdggly) at a rate equal to 5% per annum
in excess of the rate applicable to such Loan, lgayan demand. In no event shall interest payabteunder be in excess of the maximum
rate of interest permitted under applicable lavany payment to be so made hereunder becomes dymgable on a day other than a
Business Day, such payment shall be extended toekiesucceeding Business Day and, to the extentifted by applicable law, interest
thereon shall be payable during such extension.

All payments made in connection with thigt&lshall be in lawful money of the United Statesrimediately available funds. All such
payments shall be applied first to the paymentldeas, expenses and other amounts due to Leedelu@ding principal and interest), then to
accrued interest, and the balance on account sefamding principal; provided, however, that after bccurrence of an Event of Default,
payments will be applied to the obligations of Bever to Lender as Lender determines in its solerelion. Borrower hereby expressly
authorizes Lender to record on the attached sceelelamount and date of the Loan and the datamodnt of each payment of principal.
All such notations shall be presumptive as to threactness thereof (absent manifest error); pravilewever, the failure of Lender to make
any such notation shall not limit or otherwise afféne obligations of Borrower under this Note.

In consideration of the granting of the ha@videnced by this Note, Borrower hereby agredelbsvs:

1. Loan. Lender agrees to make a Loan to the Borrowenéraggregate amount of $20,000,000 upon the reqtidst Borrower. The
request for the Loan may be made up until 11:00,aMew York time, on the date the Loan is to be enakhy request for the Loan (i)
must be written and may be delivered to Lendeewmil or facsimile transmission, (ii) must be acpamed with a full executed
version of the Option Agreement, dated as of he Hateof, between Borrower and Lender, in the fattacched hereto as Exhibit A
(the “Option Agreement™and (iii) must be accompanied by evidence that.tien, and the execution, delivery and performarichis
Note and the Option Agreement have been approveldedpoard of directors or other governing bodjofrower.

2. Prepaymen. Borrower may not prepay the Loan at any time lrol& or in par

3. Use of ProceedsThe proceeds of the Loan shall be used to fatglithe Project and to fund the purchase of 11h@@tares of real
property located in Colombia in connection with ttevelopment of an ethanol producing Project mollg tlescribed on Exhibit E

4, Conversion/MandatoryThis Note shall be convertible into equity intsein the Project in the manner and in accordariitethe
Option Agreement. Interest shall cease to accrugioh portion of the outstanding amounts hereucdeverted on the date of the
Option Closing under the Option Agreeme

5. Events of Default Upon the occurrence of any of the following sfiedievents of default (each an * Event of Defé)l{a) default in
making any payment of principal, interest, or atlyeo sum payable under this Note when due andfailcine shall continue
unremedied for a period of 30 days after Borroveeeives notice thereof from Lender; or (b) defaylBorrower (i) of any other
obligation hereunder or (ii) in the due paymenany other obligation owing to Lender or (iii) undaty other Loan Document, and
failure set forth in (i), (ii) or (iii) above shationtinue unremedied for a period of 30 days &tmrower receives notice thereof from
Lender; or (c) default by Borrower in the due papinaf any other indebtedness for borrowed moneyedault in the observance or
performance of any covenant or condition containeghy agreement or instrument evidencing, secudngelating to any such
indebtedness, which causes or permits the acdele@ftthe maturity thereof; or (d) Borrower becanesolvent or bankrupt, is
generally not paying its debts as they become alumakes an assignment for the benefit of creditmra trustee or receiver is




appointed for Borrower or for the greater partred properties of Borrower with the consent of Baseo, or if appointed without the
consent of Borrower, such trustee or receiver tdisctharged within 60 days, or bankruptcy, reoizgion, liquidation or similar
proceedings are instituted by or against Borrowsteu the laws of any jurisdiction, and if institdtegainst Borrower are consented to
by it or remain undismissed for 60 days, or a writvarrant of attachment or similar process shalissued against a substantial pai
the property of Borrower and shall not be releasellonded within 30 days after levy; or (e) Borrowball be in default beyond any
applicable grace period under any Loan Document),tih any such event, and at any time thereaftany Event of Default shall the
be continuing, Lender may declare the principal #redaccrued interest in respect of the Loan utidemNote to be, whereupon the
Note shall become, immediately due and payableonitpresentment, demand, protest or other notieamypkind, all of which ar
expressly waived by Borrower, provided that in ¢hse of any event described in clause (d) of thii&@n with respect to Borrower,
the principal of the Loan then outstanding, togethi¢h accrued interest thereon and all fees ahdratbligations of Borrower accrued
under the Loan Documents, shall automatically becdoe and payable, without presentment, demantkstror other notice of any
kind, all of which are hereby waived by Borrow

Collateral Securit'. This Note is secured by the Pledge Agreen

Covenant:. So long as any obligations are outstanding utideiNote, Borrower hereby represents, covenardsagrees as follow:
€) Borrower is the legal and benefioaher of 4,476,389 shares (the “Shares”) of ChaStock, par value, $1.00 per share, of

Ampal-American Israel Corporation, free and clelaamy liens, security interests, pledges or otlgge@ments or encumbrances.
Borrower shall not sell, transfer, pledge or othieeaencumber it right, title and interest in anytef Shares
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(b) Borrower shall keep Lender timelformed on the progress of the Project, and prokiteder with reports, analysis,
financial and such other information as Lender measonably reques

(c) Borrower shall permit Lender, atgemable times and with reasonable notice, to irigpedroject. Lender may, and
Borrower shall assist Lender, in reviewing and @wtng any books, records, data or other infornmat@ating to the Project. Lender
may make copies of any information and documenéding to the Projec

(d) Borrower shall not sell, disposeotiterwise transfer the Project or assets thereittipwt the consent of the Lender, other
than (i) up to a 35% equity interest in the Projeci single strategic partner, and (ii) up to%2equity interest in the Project to
Riagro S.A.

(e) Borrower shall not merge with omimr consolidate with another entity; or otherwdsgsolve or liquidate without the
consent of the Lende

Definitions. As used hereir

(@) “Business Day” means a day othen th&aturday, Sunday or other day on which commldpeinks in New York or Israel
are required or permitted by law to remain clo:

(b) “Loan Documents” means each docurpigatrument or agreement executed pursuant heragtoconnection herewith,
together with each other document, instrument ceegent made with or in favor of Lender, includihg Note, the Option
Agreement and the Pledge Agreem:

(c) “Pledge Agreement” means the Pletigeeement, dated as of the date hereof, betweermBer and Lender, as the same,
from time to time, may be amended, restated, replaextended, supplemented or otherwise modi

(d) “LIBOR” means the rate per annumtgdan the London interbank market for dollar defsolsaving a term of thirty (30)
days, as quoted from Bloomberg or a similar seraikenay be selected by Lender from time to ti

(e) “Financing Date " means the datewich (i) Borrower has obtained from unaffiliatddrtl party debt financing for the
Project and (ii) a unaffiliated third party holds equity interest on the Project of no less tha¥bz

Miscellaneous.

€) Borrower agrees to pay on demandfdlender’s costs and expenses, including reademansel fees, in connection with
the collection of any sums due to Lender in corinaatith the enforcement of its rights thereunc

(b) No modification or waiver of any pision of this Note shall be effective unless soutdification or waiver shall be in
writing and signed by a duly authorized officel.@ihder and Borrower, and the same shall then leetafé only for the period and on
the conditions and for the specific instances digetin such writing. No failure or delay by Lendarexercising any right, power or
privilege hereunder shall operate as a waiver diprer shall any single or partial exercise thémeclude any other or further
exercise thereof or the exercise of any rights,qraw privilege



(c) Borrower hereby waives presentméamand for payment, notice of protest, notice shdnhor, and any and all other noti
or demands except as otherwise expressly provimeaefein.

(d) This Note shall be construed in adaoce with and governed by the internal laws efSkate of New York

(e) EACH PARTY HERETO HEREBY WAIVES, TCHE FULLEST EXTENT PERMITTED BY APPLICABLE LAW, ANY
RIGHT IT MAY HAVE TO A TRIAL BY JURY IN ANY LEGAL PROCEEDING DIRECTLY OR INDIRECTLY ARISING OUT
OF OR RELATING TO THIS AGREEMENT OR THE TRANSACTIGNCONTEMPLATED HEREBY (WHETHER BASED ON
CONTRACT, TORT OR ANY OTHER THEORY:

()] This Note shall be binding upon andre to the benefit of Borrower, Lender, all fugdrolders of this Note and their
respective successors and assigns, except thaiviBarmay not assign or transfer any of its righitdar this Note without the prior
written consent of Lender. The term “Lender” asduBerein shall be deemed to include Lender arglitsessors, endorsees and
assigns. Lender shall have the unrestricted rigahg time or from time to time, and without Borreris consent, to assign all or any
portion of its rights and obligations hereunded &orrower agrees that it shall execute, or caogetexecuted, such documents,
including without limitation, amendments to thistd@nd to any other documents, instruments andaggets executed in connection
herewith as Lender shall deem necessary to efiedioregoing

(9) This Note and the other Loan Docuta@me intended by the parties as the final, cotaad exclusive statement of the
transactions evidenced thereby. All prior or corieraneous promises, agreements and understandingther oral or written, are
deemed to be superceded by this Note and suchlodh@rDocuments, and no party is relying on anyrpse, agreement or
understanding not set forth in this Note or sudtent.oan Document:

MERHAV (M.N.F) LTD.

By:

Name: Yosef A. Maima
Title: Directol
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Exhibit 10.ii
PLEDGE AGREEMENT

PLEDGE AGREEMENT, dated as of DecemberZZ®7, Merhav (m.n.f.) Limited a company estaldisluinder the laws of Israel
(“Pledgo”) and Ampa-American Israel Corporation, a New York Corporat{“Pledge”).

WITNESSETH:

WHEREAS, concurrently with the executamd delivery of this Agreement, Pledgee has lodhedPledgor $20,000,000 (the
“Loar”) pursuant to a Promissory Note, dated the date hénethe (the*Note”); and

WHEREAS, it is a condition precedent to thoan that the Pledgor shall have made the pledgteemplated by this Agreemel

NOW, THEREFORE, in consideration of therpises and in order to induce the Pledgee to comsue the transactions
contemplated by the Note, the parties hereto heagbse as follows

SECTION 1. PledgeThe Pledgor hereby pledges with, hypothecatedeliyers and transfers into the possession oPtedgee, his
assigns, heirs and legal representatives and giattie Pledgee, its assigns, heirs and legal septatives a continuing first priority security
interest in, the following (collectively the “Pleeld Collateral”):

® all Class A Stock, par value $1.@ phare (the “Class A Stock”), of Ampal-Americanael Corporation (collectively, the
“Pledged Shar”) currently owned or hereinafter acquir

(ii) the certificates representing thares referred to in clauses (i) above;

(iii) subject to Section 6, all dividendtash, instruments, options, rights and othepguty or proceeds, from time to time
received, receivable or otherwise distributed striiutable in respect of or in exchange for anglbof the shares referred to in clause
(i) above.

SECTION 2. Security for Obligation3 his Agreement secures and the Pledged Collagesaicurity for the indefeasible payment in full
when due, whether at the stated maturity, by acaiida or otherwise, of the obligations of the RBjedpursuant to the Note, and all
obligations of the Pledgor now or hereafter exgtimder this Agreement (all such obligations of edgor being referred to herein as the
“Secured Obligations™).

SECTION 3. Delivery of Pledged Collaterdlll certificates or instruments representing eidencing the Pledged Collateral shall be
delivered to and held by Pledgee and shall be apaoied by undated stock powers duly endorsed imkidad irrevocable proxies
substantially in the form of Exhibit A hereto.

SECTION 4. Representations and Warrantjey The Pledgor represents and warrants as fsllow

0] The Pledgor currently is the legatideneficial owner of 4,476,389 shares of Clagtdck and such shares are all of the
Class A Stock of Pledgee owned by Pledgor. Thexaarexisting options, warrants, calls, commitmenghts (pre-emptive or
otherwise), or subscriptions of any character wdster relating to any of the Pledged Shares eXoephose created or incurred by or
at the direction of the Pledge

(ii) The Pledgor is the direct and béciaf owner of the Pledged Collateral free and clgfeany lien, claim or encumbrance
other than the encumbrance granted to the Pledzreeiider

(iii) This Agreement has been duly exeduand delivered by the Pledgor and constitutesetyal, valid and binding obligation
of the Pledgor, enforceable against the Pledgacaordance with its term

(iv) The pledge of the Pledged Colldtprasuant to this Agreement creates a valid amfepted first priority security interest

the Pledged Collateral securing the payment oSeaeured Obligations, subject to no prior lien oahy agreement purporting to grant
to any third party a security interest in the prtyper assets of the Pledgor which would include ftedged Collatere

(b) The representations and warrantés$osth in this Section 4 shall survive the exémutand delivery of this Agreemet



SECTION 5. Further Assurances; Supplemefas The Pledgor agrees that at any time and fiom to time, at the expense of the
Pledgor, the Pledgor will promptly execute andwd#liall further instruments and documents, and &lkeirther action, that may be necess
or desirable in order to perfect and protect amysty interest granted or purported to be gramieatby or to enable the Pledgee to exercise
and enforce its rights and remedies hereunderm@ipect to any Pledged Collateral including, witHomitation, the execution and delivery
UCC-1 financing statements for filing by and at sode expense of Pledgee. Pledgor hereby authd?ieegee to file all UCC-1 financing
statements or other instruments that Pledgee deeoessary or desirable to perfect the Pledgeeenudity interest created hereunder.

(b) The Pledgor will defend Pledgeeghti title, special property and security inteiasind to the Pledged Collateral pledged by it
hereunder and the encumbrances of the Pledge®thagainst the claim of any person and will mamtaid preserve such Encumbrances so
long as any Secured Obligations are outstanding.

(c) If the Pledgor shall become entitledeceive or shall receive any certificate oreotimstrument (including, without limitation, any
certificate representing a stock dividend or disttion in connection with any reclassification,ri@&se or reduction in capital), option or right,
whether in addition to, in substitution of, or ikchange for any of the Pledged Collateral, the gtdedhall accept any such certificate or other
instrument as the Pledgee’s agent, shall hold thenust for the Pledgee, and shall deliver thenthfwith to Pledgee in the exact form
received, together with appropriate undated staskgrs duly endorsed in blank and other instrumehtsansfer which may be necessary or
desirable duly executed in blank, to be held byRleelgee, subject to the terms hereof, as furthiéateral for the Secured Obligations and the
same shall for all purposes be deemed to be Pledgkateral hereunder.
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SECTION 6. Voting Rights; Dividends; Efa) As long as no Default (as defined in Sectiopst@ll have occurred and be continuing
and, in the case of Section 6(a)(i), as long asatwe thereof shall have been given by the Pletigéiee Pledgor):

® The Pledgor shall be entitled to reiee any and all voting and other consensual sigkttaining to the Pledged Collateral
pledged by it hereunder or any part thereof for pumgpose not inconsistent with the terms of thise®gnent or the Notgyrovided,
however, that the Pledgor shall not exercise or refraamfrexercising any such right if such action wowdddran adverse effect on the
value of the Pledged Collateral or any part ther

(i) The Pledgor shall be entitled taewe and retain any and all dividends paid in eespf the Pledged Collateral pledged t
hereunder, other than any and

(A) dividends paid or payable other tiraoash in respect of, and instruments and othegygsty received, receivable or
otherwise distributed in respect of, or in exchafageany Pledged Collater:

(B) dividends and other distributionsdpar payable in cash in respect of any Pledgeda@uhl in connection with a
partial or total liquidation or dissolution or imrnection with a reduction of capital, capital suspor pai-in-surplus, anc

© cash paid, payable or otherwiserithisted in redemption of, or in exchange for, atgdged Collateral, all of which
shall be, and all of which shall be forthwith delied to the Pledgee to hold as Pledged Collatadhkhall, if received by the
Pledgor, be received in trust for the benefit & Bledgee, be segregated from the other propeftinds of the Pledgor, and be
forthwith delivered to the Pledgee as Pledged @altdin the same form as so received (with angssary endorsemen

(iii) The Pledgee shall execute andwal{or cause to be executed and delivered) t®kbégor all such proxies and other
instruments as the Pledgor may reasonably reqoesid purpose of enabling the Pledgor to exetbiseroting and other rights which
it is entitled to exercise pursuant to paragraphtfove and to receive the dividends which it iharized to receive and retain pursu
to paragraph (ii) abow

(b) Upon the occurrence and during thatiouance of a Default:
3
() All rights of the Pledgor to exereithe voting and other consensual rights whiclorle otherwise be entitled to exercise

pursuant to Section 6(a)(i) above shall cease uptine from the Pledgee to the Pledgor, and ah sights shall thereupon become
vested in the Pledgee who shall thereupon havsdieeright to exercise such voting and other cosisgirights and any and all rights
of conversion, exchange, subscription or any otighits, privileges or options pertaining to thedgjed Collateral or any part thereof,
and Pledgee may exercise such powers in such masribe Pledgee may elect, but the Pledgee shallimduty to exercise any of
the aforesaid right, privileges or options and Ishai be responsible for any failure to do so dagén doing so

(i) All rights of the Pledgor to receithe dividends which it or he would otherwise btharized to receive and retain pursuant



to Section 6(a)(ii) above shall cease, and all sigtits shall thereupon become vested in the Pkdd® shall thereupon have the sole
right to receive and hold as Pledged Collaterahslicidends

(iii) All dividends which are received khe Pledgor contrary to the provisions of parpgréi) of this Section 6(b) shall be
received in trust for the benefit of the Pledgémlisbe segregated from other funds of the Pledgdrshall be forthwith paid over to
the Pledgee as Pledged Collateral in the samedsrso received (with any necessary endorsen

(c) In order to permit the Pledgee tereise the voting and other rights which it mayebétled to exercise pursuant to Section 6(b)(i)
above, and to receive all dividends and distrimgiahich it may be entitled to receive under Sec€itb)(ii) above, the Pledgor shall, if
necessary, upon written notice of the Pledgee, fiora to time execute and deliver to the Pledgge@piate proxies, dividend payment
orders and other instruments as the Pledgee magnahly request including, without limitation, tieevocable proxies in the form of Exhil
A hereto delivered by the Pledgor to the Pledgetherdate hereof.

SECTION 7. Transfers and Other Liens; Aiddil Shares or Warrant¢a) The Pledgor agrees that it will not (i) salsign or transfer
or otherwise dispose of, or grant any option, watrsubscription, call, warrants or other agreemerith respect to, any of the Pledged
Collateral, or (ii) create or permit to exist amcambrance upon or with respect to any of the Riddgpllateral, except for the encumbrance
in favor of the Pledgee under this Agreement.

(b) The Pledgor agrees that it will natise, consent to or approve the issuance of atifiahl shares of any class of capital stock of
the Companies, except in each instance to the Biedgth delivery thereof to be made to the Pledigelee held as additional Pledged
Collateral hereunder.

SECTION 8. Power of AttorneyThe Pledgor hereby authorizes the Pledgee arsllteeby make, constitute and appoint the Pledgee
and any officer of agent of the Pledgee, with jdiver of substitution, as the Pledgor’s true amduéattorney-in-fact, with power, in its own
name and in the name of the Pledgor upon the aaeeerand continuance of a Default, to endorse atgsnchecks, drafts, money orders or
other instruments of payments in respect of theddd Collateral that may come into possessione@Pikrdgee; to sign and endorse any d
against debtors, assignments, verifications anide®in connection with accounts and other docusestating to the Pledged Collateral; to
pay or discharge taxes, liens, security interestgtter encumbrances at any time levied or plaoces ¢threatened against the Pledged
Collateral; to demand, collect, receipt for, coragrisettle and sue for monies due in respect dPlgaged Collateral; and generally, to do, at
the Pledgee’s option each at the Pledgor’s expesay time, or from time to time, all acts anihdjs, which the Pledgee deems necessary tc
protect, preserve and realize upon the Pledge@teddll and Pledgee’s security interest thereirrdeto effect the intent of this Agreement
all as fully and effectually as the Pledgor mightxmuld do; and the Pledgor hereby ratifies alt #&id attorney shall lawfully do or cause to
be done by virtue hereof. This power of attorneglldbe irrevocable for the term of this Agreememd ghereafter as long as any of the
Secured Obligations shall be outstanding.

SECTION 9. Pledgee May Perforiif the Pledgor fails to perform any agreementtaored herein, the Pledgee may itself perform, or
cause performance of, such agreement, and the segefthe Pledgee incurred in connection therestithl be payable by the Pledgor under
Section 11 of this Agreement.

SECTION 10. Remedies Upon Defaltor purposes of this Agreement, “Default” sha#lan (i) a default in Pledgor’s obligations under
the Note, and (ii) any breach or default undenéhms of this Agreement, which breach or defauttarrthis clause (ii) has not been cured
within 30 days after receipt of written notice b&toccurrence thereof. Upon the occurrence of @m&sf Default and the delivery of the
Pledged Collateral to the Pledgee pursuant to @ed, in addition to any other rights and remegrewided for herein or available to him,
the Seller may cause all or any part of the Pledg@thteral to be registered in the name of Pledgdes designee and, in addition:

€)) The Pledgee may exercise in respfettte Pledged Collateral, all the rights and reieedf a secured party in default under the
Uniform Commercial Code (the “Code”) in effect lretState of New York at that time, and the Pledgeg also, without notice except as
specified below, sell the Pledged Collateral or past thereof in one or more parcels at publicrorgte sale, at any exchange, broker’s board
or at any of the Pledgee’s offices or elsewhenec#sh, on credit or for future delivery, and upoich other terms as the Pledgee may deem
commercially reasonable and the Pledgee may bputtbhaser of any or all of the Pledged Collatevad@d. Each purchaser at any such sale,
including, without limitation, the Pledgee, shabldhthe property sold, absolutely, free and cleamfany claim or right of redemption of the
Pledgor, whom specifically waives all rights of eagption, stay or appraisal which he may has or haag under any rule or law or statute
now existing or hereafter adopted. The Pledgoresgtieat, to the extent notice of sale shall beirediby law, at least ten business days’
notice to the Pledgor of the time and place of pulylic sale or the time after which any privateesalto be made shall constitute reasonable
notification. The Pledgee shall not be obligatechike any sale of Pledged Collateral regardles®iife of sale having been given. The
Pledgee may adjourn any public or private sale ftiome to time by announcement at the time and pliaee therefor, and such sale may,
without further notice, be made at the time and@t® which it was so adjourned.
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(b) The Pledgor recognizes that, byoeas certain requirements and prohibitions cordiim the Securities Act of 1933, as amended
(the “Securities Act”), and applicable state sa®silaws, the Pledgee may with respect to anycfadd or any part of the Pledged Collateral,
limit purchasers to those who will agree, amongpthings, to acquire such securities for their @eoount, for investment, and not with a
view to the distribution or resale thereof. Thedgler acknowledges and agrees that any such saleesaly in prices and other terms less
favorable to the seller than if such sale wereldipsale without such restrictions and, notwithsliag such circumstances, agrees that any
such sale shall be deemed to have been made ma@wially reasonable manner. The Pledgee shalhber no obligation to delay the sale
of any of the Pledged Shares for the period of tieessary to permit the Pledgor to register sactrgies for public sale under the
Securities Act, or under applicable state secsriagrs, even if the Pledgor would agree to do so.

(c) If the Pledgee determines to exeriisright to sell any or all of the Pledged Cwfal, upon written request, the Pledgor shaliyi
time to time, furnish to the Pledgee all such infation as the Pledgee may reasonably request @ todletermine the number of shares and
other instruments included in the Pledged Colldtehdch may be sold by the Pledgee as exempt tcdioses under the Securities Act and
rules of the Securities and Exchange Commissioretimeler, as the same are from time to time in effec

(d) Any cash held by the Pledgee asdg@lddCollateral and all cash proceeds received dytbdgee in respect of any sale of, collec
from, or other realization upon all or any parttoé Pledged Collateral shall be applied by the gded

First to the payment of the reasonable costs and egparisuch sale, including reasonable compensttitre Pledgee and its
agents and counsel, and all reasonable experedgitifiés and advances made or incurred by theg@ledn connection therewit

Next, to the Pledgee on account of the Secured Oldiggiin such order as the Pledgee may elect

Finally, after indefeasible payment ifi ©if all Secured Obligations, to the payment te Bledgor, or his assigns, heirs or legal
representatives or to whomsoever may be lawfultitled to receive the same or as a court of conmiéteisdiction may direct, of any
surplus then remaining from such procet

SECTION 12. Expense3he Pledgor will upon demand pay to the Pledgeetmount of any and all expenses, including theaeable
fees and expenses of its counsel and of any exgedtagents, which the Pledgee may incur in coioreutith the exercise or enforcement of
any of the rights of the Pledgee hereunder witpeaesto its Pledged Collateral or the failure by Bledgor to perform or observe any of the
provisions hereof.

SECTION 13. Security Interest Absolutll rights of the Pledgee and security interdstseunder, and all obligations of the Pledgor
hereunder, shall be absolute and unconditionadpeetive of any change in the time, manner or pidigyment of, or in any other term of,
all or any of the Secured Obligations, or any odraendment or waiver of or any consent to any depafrom the Note.

6

SECTION 14. WaiverNo delay on the Pledgee’s part in exercising@ower of sale, encumbrance, option or other righebnder, and
no notice or demand which may be given to or maumuhe Pledgor by the Pledgee with respect tgpamer of sale, encumbrance, option
or other right hereunder, shall constitute a waitaereof, or limit or impair the Pledgee’s righttédke any action or to exercise any power of
sale, encumbrance, option, or any other right hretery without notice or demand, or prejudice thedBee’s rights hereunder or the rights of
the Pledgee under the Note.

SECTION 15. Amendments, Edo amendment or waiver of any provision of this égment, nor consent to any departure by the
Pledgor herefrom, shall in any event be effectinkess the same shall be in writing and signed byPlledgee, and then such waiver or cor
shall be effective only in the specific instance &or the specific purpose for which given.

SECTION 16. Addresses for Noticessll notices and other communications providedHereunder shall be in writing and deemed
delivered (i) upon receipt if by hand, overnightider or telecopy (provided a copy is mailed bytified mail, return receipt requested,
postage prepaid) and (ii) three days after mattipgertified mail, return receipt requested, postpgepaid, to the Pledgor or to the Pledgee at
the address provided for in the Note, or at subleroaddress as shall be designated by such persowritten notice to each other person
complying as to delivery with the terms of this &at.

SECTION 17. Continuing Security Interegh) This Agreement shall create a continuing firsority security interest in the Pledged
Collateral, and shall (a) remain in full force agftect until indefeasible payment in full of thecBeed Obligations; (b) continue to be effect
or be reinstated, as the case may be, if at arg/ payment and performance of the Secured Obligatmmany part thereof, is, pursuant to
applicable law, rescinded or reduced in amountast otherwise be restored or returned by the eblif the Secured Obligations, all as
though such payment or performance had not beer;nfe)dbe binding upon the Pledgor, his assigniss laad legal representatives and (d)
inure to the benefit of the Pledgee and his higggl representatives, transferees and ass




(b) Upon the indefeasible payment ih é@the Secured Obligations the security intecesaited by this Agreement shall be terminated
an released without further action, and the Pledball be entitled to the return, upon his requefssuch of the Pledged Collateral pledged by
him hereunder as shall not have been sold or oteempplied pursuant to the terms hereof. Pledgektake such actions and execute such
documents (at Pledgor’s expense) reasonably rezplibgtPledgor to effectuate the release of therggdunterest created hereunder.

SECTION 18. Severabilityif for any reason any provision or provisionsdwrare determined to be invalid and contrary tpexisting
or future law, such invalidity shall not impair tbperation of or effect those portions of this Agreent which are valid.

SECTION 19. Section TitleSThe Section titles contained in this Agreemeetad shall be without substantive meaning or ek
any kind whatsoever and are not a part of the ageaebetween the parties hereto.
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SECTION 20. Waiver of Jury TrialThe parties hereto hereby agree to waive any tigly may have to a jury trial in connection with
any action, suit or proceeding arising out of datex in any way to this Agreement.

SECTION 21. Governing Law; Term$his Agreement shall be governed by, and condtamel enforced in accordance with, the inte
laws of the State of New York.

IN WITNESS WHEREOF, the Pledgor has caubkedAgreement to be duly executed and deliveredshgfficer thereunto duly
authorized, as of the date first above written.

[Release and further assurance]

PLEDGOR:
MERHAV (M.N.F.) LIMITED

By:

Name: Yosef A. Maima
Title: Directo

PLEDGEE:
AMPAL-AMERICAN ISRAEL CORPORATION

By:

Name: Irit Eluz, Yoram Firol
Title: CFO, Vi




Exhibit 11
AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES

SCHEDULE SETTING FORTH COMPUTATION
OF
EARNINGS PER SHARE OF CLASS A STOCK

(Amounts in thousands, except per share data)

Fiscal Year Ended December 31,

2007 2006 2005

(U.S. Dollars in thousands)

Weighted average number of shares outstani

4% Preferres - - 11€
€-1/2% Preferret - - 522
Class A 51,36: 24,10¢ 19,96

Basic and diluted EP¢

Loss income from continuing operatiofs (13,57%) (6,027) (5,916
Income (loss) from discontinued operations, neag 21,34+ (2,060 (42
Net (Loss) incom: $ 7,76¢ $ (7,089) $ (5,959
Earnings per Class A shal
Loss income from continuing operatic $ (0.26) (0.36) (0.3))
Income (loss) from discontinued operations, ndbg 0.4Z (0.09) -
0.1¢€ (0.40) (0.37)
Shares used in calculati 51,36: 24,10¢ 19,96

(1)  After deduction of preferred stock dividends tfiousands) of $2,438 and $191 for the years 20062005, respectively. In 2006 all of
the preferred stock were converted to class A sh




Exhibit 12
AMPAL-AMERICAN ISRAEL CORPORATION AND SUBSIDIARIES
SCHEDULE SETTING FORTH THE COMPUTATION OF RATIOS OF CONSOLIDATED
EARNINGS TO FIXED CHARGES
(Amounts in thousands, except ratios)
Fiscal Year Ended December 31,
2007 2006 2005
(U.S. Dollars in thousands)
Earnings:
Income (loss) from continuing operations (ind@hgddividends from less the
50% owned affiliates) before income taxes,jtggn earnings o
affiliates, and minority interes $ (15,919 $ (1,029 $ (8,519
Fixed charge: 10,122 5,15¢ 5,257
Earnings (insufficient earning to cover fixed ches} $ (5,289 $ 4,12¢ $ (3,260
Fixed charges
Interest $ 9,96¢ $ 513¢ § 5,257
Amortization of debentures expen: 152 20 =
Fixed charge $ 10,12: $ 515¢ $ 5,257
Ratio of earnings (deficit) to fixed charg * 0.80:1 *

* Due to the loss in 2007 and 2005, the ratio cagerwas less than 1:1. The registrant must genadaigonal earnings of $15,919
thousands and $ 8,517 thousands in 2007 and 28&§}iectively, to achieve a coverage ratio of




Exhibit 21
Subsidiaries of the Registrant
Ampal Financial Services Ltd., an Israeli company
Ampal Development (Israel) Ltd., an Israeli company
Nir Ltd., an Israeli company (in voluntary liquidtar)
Ampal Realty Corporation, a New York corporation
Ampal Communications, Inc., a Delaware corporation
Ampal Enterprises Ltd, an Israeli Company
Ampal Holdings (1991) Ltd., an Israeli company
Ampal Industries, Inc., a Delaware corporation
Ampal Industries (Israel) Ltd. an Israeli compamy\oluntary liquidation)
Ampal International Ventures (2000) Ltd., an Israelmpany
Ampal (Israel) Ltd., an Israeli company
Ampal Properties Ltd., an Israeli company
Ampal Communication LP, an Israeli limited partrieps
Ampal Communication Holdings Ltd., an Israeli compa
Ampal Energy Ltd., an Israeli company
Merhav-Ampal Energy Ltd., an Israeli company
Ampal Fuels Ltd., an Israeli company
Country Club Kfar Saba Ltd., an Israeli company
Merhav Ampal Energy Limited Partnership, an Isréiglited partnership
Merhav Ampal I.I.F General Partner Ltd, an Israeinpany
Global Wind Energy Israel Ltd., an Israeli company
Global wind Energy Cyprus Limited, a Cyprus company
CL-AM Argithea Public Limited Energy Company, a @kecompany
Gadot Chemicals Tankers & Terminals Ltd., an IsSre@ipany
Gadot Chemicals Terminals (1985) Ltd., an Isragfhpany
Gadot Yam Chemical Shipping Ltd., an Israeli comypan

GCT Ltd., a USA compan



Shelah Chemical Haulage Service Co. Ltd., an lscaghpany
GCT Netherlands B.V., a Dutch company

Eurochem Maritime B.V., a Dutch company

Gadot A.S.M Ltd., an Israeli company

Gadot Lab Supplies Ltd., an Israeli company

Euro —Gama Properties Ltd., an Israeli company

GCT-EST B.V., a Dutch company

GCT Holding B.V., a Dutch company

Gadot Storage & Handling Limited Partnership, aad$ limited partnership
Chemichlor (2005) Chemicals Marketing Ltd., an éiraompany
Bax Chemicals B.V., a Dutch company

Bax Chemicals France S.A.R.L., a French company

Bax Chemicals Export Overseas B.V., a Dutch company
Chyma Bulk Chemicals Shipping S.A. Greece, a GoeeRpany
Chyma Hellas S.A. Greece, a Greek company

Finlog B.V. (Holding), a Dutch company

VLS Group Germany GmbH, a German company

Vopak Logistic Services Pernis B.V., a Dutch compan

Vopak Logistic Services Belgium N.V., a Belgian quany

VLS Dusseldorf GmbH, a German company

VLS Netherlands.B.V. , a Dutch company

VLS Moerdijk B.V., a Dutch company




Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8, (Rde333-61895, File No. 333-55970)
and Form S-3,( File No. 333-140968 , File No. 338969 and , File No. 333-140974) of Ampal — Amaritsrael Corporation of our report
dated March 17, 2008 relating to the financialestagnts and the effectiveness of internal contret émancial reporting, which appears in-
Form 10-K.

/S/ Kesselman & Kesselman CPAs (ISR) A member mieRraterhouse Coopers International Limited

Tel Aviv, Israel
17 March, 2008




Exhibit 23.2

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3, (File No. 333-140968 , File No. 338969 and , File No. 333-140974) of our reportedi&ebruary 6, 2007 and January 28,
2008 relating to the financial statements of BAYARET Ltd which appears in this Form 10-K of Ampalmerican Israel Corporation .

Brightman Almagor & Co.
Certified Public Accountants
Member firm of Deloitte Touche Tohmatsu

Haifa, Israel, March 13, 2008




Exhibit 23.3

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We consent to the incorporation by reference inRbgistration Statement on Forms S-8, (File No-8B395 and File No. 333-55970) and
Forms S-3,( File No. 333-140968 , File No. 333-18®and , File No. 333-140974) of our report dateatd¥t 5, 2007 relating to the financial

statements of Carmel Container Systems Ltd.'s 200fual report, which appears in this Form 10-Ktleryear ended December 31, 2007, of
Ampal — American Israel Corporation.

Kost Forer Gabbay & Kasierer
Member of Ernst & Young Global

Haifa ,Israel
March 13, 2008




Exhibit 23.4

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3,( File No. 333-140968 , File No. 338969 and , File No. 333-140974) of our reporedd#larch 6, 2006 relating to the

financial statements of C.D. Packaging Systems528nnual Report to Shareholders, which appeatisisnForm 10-K of Ampal Americar
Israel Corporation .

/S/ Kesselman & Kesselman CPAs (ISR)
A member of Pricewaterhouse Coopers Internatiomalted

Haifa, Israel
March 13, 2008




Exhibit 23.5
Rotterdam, 13 March 2008
Consent Chem-Tankers C.V.
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3, (File No. 333-140968, File No. 333969 and, File No. 333-140974) of Ampal — Ameritsnael Corporation of our report
dated February 25, 2008 relating to the finandetiesnents for consolidation purposes, which appeatss Form 10-K.

Yours faithfully,

MAZARS PAARDEKOOPER HOFFMAN ACCOUNTANTS N.V.
Corporate Assurance Services

A.G. de Nijs RA




Exhibit 23.6

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statement on Form S-8, (Fite BB3-61895, File No. 333-55970) and
Forms S-3, (File No. 333-140968, File No. 333-148%8nd File No. 333-140974) of our report dateddi&?2, 2007 relating to the financial
statements of Coral World International, Ltd. whagtpears in this Form 10-K of Ampal-American Isr@ekporation.

Fahn Kanne & Co. CPAs (ISR)

Tel-Aviv, Israel
March 13, 2008




Exhibit 23.7
Rotterdam, 13 March 2008
Consent Eurochem Maritime B.V.
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3, (File No. 333-140968, File No. 333969 and, File No. 333-140974) of Ampal — Ameritsnael Corporation of our report
dated February 27, 2008 relating to the finandetiesnents for consolidation purposes, which appeatss Form 10-K.

Yours faithfully,

MAZARS PAARDEKOOPER HOFFMAN ACCOUNTANTS N.V.
Corporate Assurance Services

A.G. de Nijs RA




Exhibit 23.8

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3, (File No. 333- 140968, File No. 338969 and, File No. 333-140974) of our report d&ebruary 26, 2008, relating to the
financial statements of Hod Hasharon Sport Ceniteited which appears in this Form 10-K of Ampal mérican Israel Corporation.

KPMG Somekh Chaikin — Tel Aviv

March 13, 2008




Exhibit 23.9

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3, (File No. 333- 140968, File No. 338969 and, File No. 333-140974) of our report d&ebruary 26, 2008, relating to the

financial statements of Hod Hasharon Sport Ceri@®Z) Limited Partnership which appears in thisnkd@0-K of Ampal — American Israel
Corporation.

KPMG Somekh Chaikin — Tel Aviv

March 13, 2008




Exhibit 23.10

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3,( File No. 333-140968 , File No. 338969 and , File No. 333-140974) of our reporedadlarch 29, 2007 relating to the
financial statements of Ophir Holdings Ltd’s 2006nAial report to shareholders, which appears inRbisn 10-K of Ampal -American Israe
Corporation .

Kesselman & Kesselman CPAs (ISR) A member of Priterthouse Coopers International Limited

Tel-Aviv, Israel
13 March , 2008




Exhibit 23.11

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGRM

We hereby consent to the incorporation by referémtlee Registration Statement on Forms S-8, (Rde333-61895, File No. 333-55970)
and Forms S-3,( File No. 333-140968 , File No. 338969 and , File No. 333-140974) of our reporedadlarch 27, 2006 relating to the

financial statements of Ophirtech Ltd’s 2005 Anniggdort to shareholders, which appears in this FtOaAK of Ampal — American Israel
Corporation .

Kesselman & Kesselman CPAs (ISR) A member of Priterthouse Coopers International Limited

Tel-Aviv, Israel
13 March , 2008




Exhibit 31.1
Certification of Principal Executive Officer pursuant to 17 CFR 240.13al4(a),
as adopted pursuant to 8302 of the Sarbané3xley Act
I, Yosef A. Maiman, certify that:
1. | have reviewed this annual report on Forrn-K of Ampal— American Israel Corporatiol
2. Based on my knowledge, this report does notado any untrue statement of a material fact oit torstate a material fact

necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the company aardd, for, the periods presen
in this report;

4. The company’s other certifying officer and¢ aesponsible for establishing and maintainingld®ure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in
Exchange Act Rules 1-15(f) and 15¢- 15(f)) for the company and hay

€) Designed such disclosure controls and praesgdor caused such disclosure controls and proesdao be designed
under our supervision, to ensure that materiarmédion relating to the company, including its cdigated subsidiarie
is made known to us by others within those entipi@sticularly during the period in which this repis being preparet

(b) Designed such internal control over finanogdorting, or caused such internal control oveaificial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the compadigslosure controls and procedures and presenteisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

(d) Disclosed in this report any change in theapany’s internal control over financial reportifgt occurred during the
company’s fourth fiscal quarter that has materiaffgcted, or is reasonably likely to materiallfeat, the company’s
internal control over financial reporting; a

5. The company’s other certifying officer andaie disclosed, based on our most recent evaluatimiernal control over
financial reporting, to the company’s auditors #mel audit committee of the company’s board of doex(or persons
performing the equivalent function:
€)) All significant deficiencies and material weasses in the design or operation of internalroboter financial reporting

which are reasonably likely to adversely affecté¢benpany’s ability to record, process, summarizg r@port financial
information; anc

(b)  Any fraud, whether or not material, that itues management or other employees who have disatirole in the
compan’s internal control over financial reportir

Date: March 17, 2008

By: /s/ Yosef A. Maiman

Yosef A. Maiman
President and Chief Executive Offic




Exhibit 31.2
Certification of Principal Financial Officer pursuant to 17 CFR 240.13&l4(a),
as adopted pursuant to 8302 of the Sarbané3xley Act
I, Irit Eluz, certify that:
1. | have reviewed this annual report on Forrn-K of Ampal— American Israel Corporatiol
2. Based on my knowledge, this report does notado any untrue statement of a material fact oit torstate a material fact

necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the company aardd, for, the periods presen
in this report;

4. The company’s other certifying officer and¢ aesponsible for establishing and maintainingld®ure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1Bd)) and internal control over financial repogtias defined in
Exchange Act Rules 1-15(f) and 15¢- 15(f)) for the company and hay

€) Designed such disclosure controls and praesgdor caused such disclosure controls and proesdao be designed
under our supervision, to ensure that materiarmédion relating to the company, including its cdigated subsidiarie
is made known to us by others within those entipi@sticularly during the period in which this repis being preparet

(b) Designed such internal control over finanogdorting, or caused such internal control oveaificial reporting to be
designed under our supervision, to provide readerasurance regarding the reliability of financegorting and the
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

(c) Evaluated the effectiveness of the compadigslosure controls and procedures and presenteisineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of thegeovered by this
report based on such evaluation;

(d) Disclosed in this report any change in theapany’s internal control over financial reportifgt occurred during the
company’s fourth fiscal quarter that has materiaffgcted, or is reasonably likely to materiallfeat, the company’s
internal control over financial reporting; a

5. The company’s other certifying officer andaie disclosed, based on our most recent evaluatimiernal control over
financial reporting, to the company’s auditors #mel audit committee of the company’s board of doex(or persons
performing the equivalent function:
€)) All significant deficiencies and material weasses in the design or operation of internalroboter financial reporting

which are reasonably likely to adversely affecté¢benpany’s ability to record, process, summarizg r@port financial
information; anc

(b)  Any fraud, whether or not material, that itues management or other employees who have disatirole in the
compan’s internal control over financial reportir

Date: March 17, 2008

By: /s/ Irit Eluz

Irit Eluz
Chief Financial Officer and Senior Vice
Presiden- Finance and Treasur




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report onAdk0-K of Ampal — American Israel Corporation (tf@gompany”) for the year ended
December 31, 2007 as filed with the Securitiesxcthange Commission on the date hereof (the “R8ptit undersigned, Yosef A.
Maiman, President and Chief Executive Officer & @ompany, certifies, to the best of his knowleggesuant to 18 U.S.C. sec. 1350, as
adopted pursuant to sec. 906 of the Sarbanes-@xdegf 2002, that:

(1) The Report fully complies with trequirements of section 13(a) or 15(d) of the SéiesrExchange Act of 1934, as amended; and

(2) The information contained in the Bedairly presents, in all material respects, financial condition and result of operations of
Company.

March 17, 2008

By: /s/ Yosef A. Maiman

Yosef A. Maiman
President and Chief Executive Offic




Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report onAdk0-K of Ampal — American Israel Corporation (tf@gompany”) for the year ended
December 31, 2007 as filed with the SecuritiesExchange Commission on the date hereof (the “R8pthe undersigned, Irit Eluz,
President and Chief Executive Officer of the Comypaertifies, to the best of her knowledge, purstari8 U.S.C. sec. 1350, as adopted
pursuant to sec. 906 of the Sarbanes-Oxley AcD6f2that:

(1) The Report fully complies with trequirements of section 13(a) or 15(d) of the SéiesrExchange Act of 1934, as amended; and

(2) The information contained in the Bedairly presents, in all material respects, financial condition and result of operations of
Company.

March 17, 2008

By: /s/ Irit Eluz

Irit Eluz, Chief Financial Officer and Senior
Vice Presiden- Finance and Treasur




