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        Attached hereto as Exhibit 1 and incorporated herein by reference is the Registrant�s press release dated January 4, 2007.

SIGNATURE

        Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by
the undersigned, thereunto duly authorized.

AMERICAN ISRAELI PAPER MILLS LTD.
(Registrant)

By:  /s/ Lea Katz                                      
       Name:  Lea Katz
       Title:   Corporate Secretary

Dated: January 4, 2007
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N E W S
Client: AMERICAN ISRAELI

PAPER MILLS LTD.

Agency Contact:  PHILIP Y. SARDOFF

For Release: IMMEDIATE

American Israeli Paper Mills Ltd.
Announces Agreement to Sell Holding of TMM

Hadera, Israel, January 4, 2007 � American Israeli Paper Mills Ltd. (ASE:AIP) (the �Company� or �AIPM�) announced that an Agreement was
signed with CGEA ONYX (Israel) Ltd. (�CGEA�), according to which, the Company will sell to CGEA its holdings in Barthelemi Holdings Ltd.
(�Barthelemi�), a company through which AIPM and CGEA possess holdings in TMM Integrated Recycling Industries Ltd. (�TMM�). The
Company also will sell to CGEA, according to the Agreement, the rest of its holdings in TMM, as follows.

The sale is a part of a strategic process of focusing in the Company�s core business areas.

As of the date of this report, the Company directly holds approximately 17.8% of TMM, and indirectly through its holdings in Barthelemi,
approximately 25.3% of TMM. CGEA holds approximately 45% of TMM, through its holdings in Barthelemi.

According to the Agreement, CGEA will purchase, subject to the term mentioned below, all of the Company�s holdings in Barthelemi and will
become the sole shareholder of Barthelemi, in return to a total amount of approximately NIS 16 million to be paid to the Company, in
accordance with TMM�s share value, in the following purchase offer.

According to the Agreement, the closing of the above transaction, is conditional to the success of a complete purchase offer that CGEA is
planning to publish in the next few days, according to which CGEA intends to try to purchase all TMM�s issued and offered share capital
(including the Company�s direct holdings in TMM but excluding Barthelemi�s holdings and the dormant shares owned by TMM and its
subsidiaries).

The Company is obligated in the Agreement, to sell to CGEA all its direct holdings in TMM, in the frame of the purchase offer that will be
published as stated above, and on its terms.

The Company estimates that the transaction, if completed, will not have any essential effect on the financial outcomes of the Company.
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