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ITEM 5.OTHER EVENTSAND REGULATION FD DISCLOSURE

On January 12, 2004, Digital Power Corporationaiif@nia corporation (the "Company") executed eusities purchase agreement with
Telkoor Telecom Ltd., a limited liability companyganized under the laws of Israel ("Telkoor"). Unthe securities purchase agreement,
Telkoor acquired 290,023 shares of common stock®raggregate purchase price of $250,000. AdditipnTelkoor may invest an
additional $250,000 on or before June 30, 2004.pthrehase price per share for the additional imaest is the average closing price of the
Company's common stock twenty (20) trading daysrd notice of intent to invest. Computed termsheaf transaction can be found in the

Securities Purchase Agreement attached as Exifibit 1

Telkoor is an Israeli corporation, primarily engdgde developing, marketing and selling power suggphind power systems for the
telecommunication equipment industry. After theghaise, Telkoor owns 2,440,023 shares of commoii.stoc

ITEM 9. REGULATION FD DISCLOSURE

Exhi bit No. Exhi bit Description

10 Securities Purchase Agreenment [ Form of]

99 Press rel ease announci ng agreenment w th Tel koor
Tel ecom Ltd.



SIGNATURE

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned hereunto duly authorized.

DIGITAL POWER CORPORATION,
a California Corporation

Dated: January 12, 2004 /'s/ Haim Yatim

Hai m Yatim
Chi ef Financial Oficer



SECURITIESPURCHASE AGREEMENT

THIS SECURITIES PURCHASE AGREEMENT (the "Agreemérns$'made as of January 12, 2004, by and betwegitaDPower
Corporation, a California corporation (the "Compgrand Telkoor Telecom Ltd., a limited liability quoration formed under the laws of
Israel, or any subsidiary thereof (the "Purchaser")

WHEREAS, the Company desires to sell shares @boitsmon stock, no par value, to the Purchaser wha Isccredited investor" as that t
is defined in Rule 501(a) of Regulation D, or whaot a U.S. person as that term is defined undguRtion S, promulgated by the United
States Securities and Exchange Commission ("SE@iguthe Securities Act of 1933, as amended (tkeuffties Act") upon the terms and
conditions contained herein; and

WHEREAS, the Purchaser desires to purchase shioesnmmon stock of the Company upon the terms abgestito the conditions set forth
herein.

NOW THEREFORE, for and in consideration of the pissa and the mutual representations, warrantiegnamts, and agreements set f
in this Agreement, and for other good and valuablesideration, the receipt and sufficiency of whach hereby acknowledged, the parties
hereby agree as follows:

SECTION 1. PURCHASES

1.1 PURCHASE OF COMMON STOCK. Upon the terms arfgjextt to the conditions set forth in this Agreemein¢ Purchaser hereby
agrees to purchase from the Company and the Compaehy agrees to issue and sell to the PurchastiedClosing Date, as defined below,
290,023 shares of common stock of the Company'@benmon Stock"). The per share price shall be tlegage closing price of the
Company's shares of common stock during the tw@ttytrading days immediately preceding the Clo$hade for a total purchase price of
$249,999.83 (the "Consideration"). All referenaesitllars in this Agreement shall mean United Stal@lars.

1.2 ADDITIONAL COMMON STOCK. Upon the terms and et to the conditions set forth in this Agreemehg Company and the
Purchaser hereby agree that the Purchaser shetititied, at its sole discretion, to purchase ftbmmCompany (and the Company shall be
obliged to issue and sell, if so elected by thecRasger) at any time before or on June 30, 2004 uh&er of shares of common stock of the
Company (the "Additional Common Stock") equal te tjuotient of (i) Two Hundred Fifty Thousand dadl#$250,000); divided by (ii) the
average closing price of the Company's shares gitiia twenty (20) trading days immediately precgdhe date of delivery of a written
notice (a "Notice"). The purchase price of the Aiddial Common Stock shall be the average tradingepf the Company's shares during
twenty (20) day trading period immediately precedine date of delivery of a Notice (the "Additional
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Consideration™). The Notice shall specify the numtifeshares of Additional Common Stock to be pusglthand the aggregate amount to be
paid in consideration thereof.

The Common Stock and the Additional Common Stoek eollectively, referred to herein as the "Se@sit

1.3 WIRE TRANSFER INSTRUCTIONS. The Consideration ahe Additional Consideration will be deliveredthe Company by the
Purchaser via wire transfer upon written instruttio be delivered to the Purchaser by the Company.

1.4 CLOSING DATE. The closing of all transactiomtamplated hereby, including the issuance of tlaeeshof Common Stock, shall be on
the 12th day of January, 2004 (the "Closing Da&'the offices of the Company.

1.5 DELIVERY OF SHARES OF COMMON STOCK ON THE CLO8E DATE. On the Closing Date, the Company shalivee] (i)
against payment therefore, certificate represertingshares of Common Stock; and (ii) all othenuioents required to be delivered on the
Closing Date pursuant to this Agreement. The shair€&mmon Stock and the Additional Common Stotknd when issuable, will be duly
authorized and issued to the Purchaser. The catgfievidencing the shares of Common Stock andddéional Common Stock (if and to
the extent issuable) as delivered to the Purchaifidrse in due and proper legal form.

SECTION 2. REPRESENTATIONS AND WARRANTIES OF THE GIPANY.
The Company represents and warrants to the Purchasé the date hereof and on the Closing Dafellmsvs:

2.1 CORPORATE ORGANIZATION. The Company is a coggmn duly organized, validly existing and in gastednding under the laws of
the State of California, with all requisite corpr@ower and authority to own, operate and leasgrdperties and to carry on its business as it
is now being conducted, and is qualified or licehedo business in each jurisdiction in which pheperty owned, leased or operated by it or
the nature of the business conducted by it makels gualification or licensing necessary, exceptnaties failure so to qualify to be licensed
would not have a material adverse effect on the @my.

2.2 CAPITALIZATION AND VOTING RIGHTS. On the ClosimDate, the authorized capital stock of the Compaifiyconsist of
10,000,000 shares of Common Stock, no par valueghath 5,410,680 shares shall be issued and odiisigynexcluding the Common Stock
be issued under this Agreement, and 2,000,000 sloafereferred Stock, no par value, of which naebare issued and outstanding. All of
such issued and outstanding shares of common §tadlding the shares of Common Stock to be isherdunder and the Additional
Common Stock, if and when issued) are and will &ély issued, fully paid and the holders theremwf mot entitled to any preemptive or ot
similar rights other than as set forth in Sched@u The rights, privileges, preferences and

2



restrictions of the Common Stock and PreferrediStwe as stated in the Company's Articles of Inoaion, which have not been changed
since September 6, 2001. Schedule 2.2 containgitalization table which includes all securitiesusd by the Company (on a fully diluted
basis) as of the Closing Date, immediately priatheissuance of the shares of Common Stock heeeuAd of such issued and outstanding
securities have been validly issued and the holdiergof will not be entitled to any preemptiveotiner similar rights, except as set forth in
Schedule 2.2. Except as set forth in Scheduletl?e2e are no outstanding rights, plans, optionstamés, conversion rights or agreements for
the purchase or acquisition from the Company oftabgtock.

2.3 AUTHORIZATION: VALIDITY. The Company has fullarporate power and authority to enter into the Agrent and to carry out its
obligations thereunder. When issued in accordarnttethis Agreement and the shares of Common Stadkilae shares of Additional
Common Stock, respectively, will be validly issu@dly paid and nonassessable. The execution alinede of the Agreement and the
consummation of the transactions contemplated fenetluding without limitation, the issuance ott€ommon Stock and the Additional
Common Stock hereunder, have been duly authorigedebBoard of Directors of the Company, which auittation remains in full force and
effect and has not been modified or amended bysahgequent action of such Board of Directors, andther corporate actions or
proceedings on the part of the Company is necessaythorize the Agreement or the transactionsecoplated hereby. This Agreement
constitutes the valid and binding obligations af @ompany enforceable in accordance with theirgerm

2.4 NO VIOLATION. The execution, delivery and parftance by the Company of the Agreement and theucomstion by it of the
transactions contemplated thereby, including, withioitation, the issuance, sale and deliveryhaf $hares of Common Stock and the
Additional Common Stock, do not require the consesatver, approval, license or authorization ofiting of any notice or report with any
person, entity or public authority and will not late, result in a breach of or the acceleratioaryf obligation under, or constitute a default
under, any provision of the Company's Articlesrafdrporation or Bylaws or any indenture, mortgdige, lease, agreement, contract,
instrument, order, judgment, decree, law, ordinaraggulation to which any property of the Comp@ngubject or by which the Company is
bound or result in the creation or imposition of éien, claim, charge, restriction, equity or enduremce of any kind whatsoever upon, or ¢
to any other person any interest or right in ohwéspect to, any of the properties, assets, Esiagreements or contracts of the Company.

2.5 COMPLIANCE WITH LAW. To the best of its knowlgd, the Company and its subsidiary are in compdéiamith the governmental laws,
environmental laws, safety laws, codes, ordersstukgulations and requirements applicable tousiness and conditions of employment,
except where noncompliance could not reasonabixpected to have a material adverse effect onubméss, assets, properties or financial
condition of the Company and its subsidiary. Thenpany and its subsidiary have obtained all perrhiéisnses, variances, exemptions,
orders, contracts and approvals from Federal,,dtatal and



foreign governmental and regulatory bodies whi@hraaterial, singularly or in the aggregate, todperation of its business (collectively, the
"Permits" and each individually, a "Permit"). Ther@pany and its subsidiary are in compliance withrttaterial terms of each Permit and
with all requirements, standards and procedurdiseofederal, state, local and foreign governmemtakégulatory bodies which issued the
Permits or any of them and there does not existiuady of the Permits any default or event of défauevent which with notice or lapse of
time or both would constitute an event of defaylthee Company or its subsidiary.

2.6 TAX MATTERS. The Company and its subsidiary é&uly and timely, properly and accurately fildiraaterial tax returns and reports
required to be filed by them, including all federfakeign, state and local returns and reportafioyears and periods for which any such
returns or reports were due. All income, sales, aseupation, property, or other taxes or assessnaere from the Company and its
subsidiary have been paid, and there are no perdsessments, asserted deficiencies or claimsifiitianal taxes that have not been paid.
There are no tax liens on any property or asseeniyapplicable government agency except thosgetatue. No state of facts exists or has
existed which would constitute grounds for the assent of any penalty or any further tax liabibigyond that shown on the respective tax
reports or returns. There are no outstanding aggaeor waivers extending the statutory periodmitation applicable to any federal, statt
local income tax return or report for any period.taxes which the Company or its subsidiary hagerbrequired to collect or withhold have
been duly withheld or collected and, to the extequired, have been paid to the proper taxing aifho

2.7 SEC FILINGS. The Company previously has deéddo the Purchaser a copy of the Company's AriRepbrt on Form 10-KSB for the
year ended December 31, 2002, and the quartertytsepn Form 1-Q for the quarters ended March 31, 2003, Jun@@03 and September
30, 2003, Proxy Statement for the annual sharel®ldeeting held on August 4, 2003 and current tspor Form & filed on November 1€
2003, August 8, 2003, May 19, 2003 and April 4,20ollectively, the "Reports"). Since 1996, thengpany has made all filings required to
be made by it under the Securities Act, the SaeariExchange Act of 1934 (the "1934 Act") and theusities laws of any state, and any rules
and regulations promulgated thereunder. The catetel financial statements of the Company includdbe Reports have been prepared in
accordance with generally accepted accounting iplieec consistently applied (except as may be indatén the notes thereto) and fairly
present the financial position of Company as atétes thereof and the results of its operatiodschanges in cash flows for the periods then
ended. The information contained in the Reports iwas accurate and complete as of the date gNeistop order asserting that any of the
transactions contemplated by this Agreement aresuto the registration requirements of the SdiasriAct has been issued by the SEC. The
Reports, at the time they were or are hereafted fir last amended, as the case may be, with tfe &nplied and will comply in all mater
respects with the requirements of the 1934 Actthéeithe Agreement nor the Reports, taken as aeybohtain any untrue statement of
material fact or omit to state a material fact rsseey to make the statements made therein, indighie circumstances under which they w
made, not misleading. To the best of the



Company's knowledge, it is not currently under stigation by the SEC, AMEX or other governmentahatity.

2.8 AS OF THE CLOSING DATE, REAL PROPERTY. As ottllosing Date, the Company and its subsidiary allvreal property
described in the Reports. All real property leasfeabie Company and its subsidiary as describetd@rReports are in full force and effect and
the Company or subsidiary is not in breach thereof.

2.9 AS OF THE CLOSING DATE, INTELLECTUAL PROPERTYs described in the Reports, the Company owns ssgsses all patents,
patent rights, licenses, inventions, copyrightavhow (including trade secrets and other unpateatal/or unpatentable proprietary or
confidential information, systems or procedurasidémarks, service marks and trade names ("IntedeProperty") currently employed or
utilized by it in connection with the business noperated and proposed to be operated. The Comaanydt received any notice of
infringement of or conflict with asserted rightsathers with respect to any Intellectual Propeftye description of the Intellectual Property
the Reports does not contain any untrue statenientmaterial fact or omit to state any material faguired to be stated therein or necessary
to make the statements therein, in the light ofddheumstances under which they were made, noewaudkihg.

2.10 AMEX COMPLIANCE. The Company does and will ¢zl necessary actions to ensure its continuddsiun in, and the continued
eligibility of the Common Stock for listing on, teMEX under all currently effective and currentlyoposed inclusion requirements.

2.11 PRIVATE OFFERING. Subject to the accuracyhaf tepresentations of the Purchaser in Sectiomeé®dhehe offer, sale and issuance of
the shares of Common Stock and the Additional ComBtock constitute a transaction exempt from tlgésteation requirements of Sectiol
of the Securities Act and neither the Company mgoae acting on its behalf will take any actiondadter that would cause the loss of such
exemption.

2.12 UNDISCLOSED LITIGATION. Except the Tek-Tronsgiute, the Company and/or the subsidiary thereohat currently involved in,
and to the best knowledge of the Company, thene ikireat of, any material civil, criminal, admiméative action, suit, claim, hearing,
investigation or proceeding.

SECTION 3. REPRESENTATIONS AND WARRANTIES OF THE RGHASER.

The Purchaser understands that the issuance andfghe Securities have not been registered uhéesecurities Act on the grounds that the
issuance and sale of such Securities to the Pwecigmexempt pursuant to Section 4(2) of the S&earAct and/or Regulation D promulgated
under the Securities Act or Regulation S promuldateder the Securities Act, and that the reliarfdee®Company on such exemptions is
predicated in part on the Purchaser's represensatizarranties, covenants and acknowledgmenterhtif this

Section 3.



3.1 AUTHORIZATION. The Purchaser represents andavds to the Company that it is a limited liabildgmpany duly organized, validly
existing and in good standing under the laws afdkrthat it was not organized for the specificqmse of purchasing the Securities to be
purchased by it hereunder; that it has full corfipwer and authority to enter into this Agreensd to carry out its obligations hereunder;
all corporate actions or proceedings on the pastuoh Purchaser as are necessary to authoriz&ghléement or the transactions contempl:
hereby; and that the transactions contemplatedhdrave been taken. The Purchaser represents anahigato the Company that this
Agreement constitutes the valid and binding obiggabf such Purchaser, enforceable in accordantteitgirespective terms except to the
extent that enforceability may be limited by equbignkruptcy, insolvency and other laws of genapglication affecting the rights and
remedies of creditors.

3.2 PURCHASE WITHOUT VIEW TO DISTRIBUTE. The Purd® represents and warrants to the Company thahtires of Common
Stock, being purchased by it are being acquireit$awn account, not as a nominee or agent, ahditio a view to resale or distribution
within the meaning of the Securities Act and thieswand regulations thereunder.

3.3 RESTRICTIONS ON TRANSFER.

(a) The Purchaser (i) acknowledges that the Séesigare not registered under the Securities Actlaidthe Securities must be held
indefinitely by it unless they are subsequentlyistsged under the Securities Act or an exemptiomfregistration is available, (ii) is aware
that any routine sales of the Securities under Rdtepromulgated by the SEC under the Securitigsmay be made only in limited amounts
and in accordance with the terms and conditiortbaif Rule and that in such cases where the Ruletiapplicable, compliance with some
other registration exemption will be required,) (i aware that Rule 144 is not presently availédeise by the Purchaser for resale of any
such Securities and that there can be no assutlaaicRBule 144 will be available at any time in thture, (iv) is aware that, except as provi

in Section 6 hereof, the Company is not obligateckgister under the Securities Act any sale, feaires other disposition of the Securities ,
(v) is aware that the Company shall not be requioe@gister the transfer of the Securities onbtbeks of the Company unless the Company
shall have been provided with an opinion of cousséisfactory to it prior to such transfer to tifiieet that registration under the Securities
Act or any applicable state securities law has leffatted or is not required in connection with ttesaction resulting in such transfer, and
(vi) is aware that the Securities, and each cedtifi representing the shares of Common Stock, daitiénal Common Stock and any shares
of common stock or other securities issued in retspiesuch shares of Common Stock or shares oftaa@il Common Stock upon any stock
split, stock dividend, recapitalization, mergemsolidation or similar event, shall (unless otheevpermitted by paragraph (b) of this Section
3.3) be stamped or otherwise imprinted with théofeing legend:

"THESE SECURITIESHAVE NOT BEEN REGISTERED UNDER THE SECURITIESACT OF
1933, ASAMENDED (THE " SECURITIESACT"), OR ANY STATE SECURITIESLAWS
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AND MAY NOT BE SOLD, OFFERED TO SALE, TRANSFERREPLEDGED, HYPOTHECATED OR OTHERWISE ASSIGNED
EXCEPT PURSUANT TO (i) A REGISTRATION STATEMENT REATING TO THE SECURITIES WHICH IS EFFECTIVE UNDER
THE SECURITIES ACT, (ii) RULE 144 PROMULGATED UNDERHE SECURITIES ACT OR (iii) AN OPINION OF COUNSEQR
OTHER EVIDENCE SATISFACTORY TO THE COMPANY AND ITSOUNSEL THAT AN EXEMPTION FROM THE
REGISTRATION REQUIREMENTS OF THE SECURITIES ACT ORY APPLICABLE STATE SECURITIES LAWS IS
AVAILABLE."

(b) The restrictions on the transferability of 8t@res of Common Stock and the Additional CommawiSshall cease and terminate when
such shares of Common Stock and the Additional Com8tock, respectively, shall have been registenslr the Securities Act and are
proposed to be sold or otherwise disposed of in@ance with an intended method of dispositiorfagh in the registration statement
covering such Common Stock and Additional CommarciStequired by Section 6.1 or 6.2 or any otheliagble registration statement, or
when such shares of Common Stock or Additional Com®tock are transferable in accordance with tbgigions of Rule 144(k)
promulgated under the Securities Act. Wheneverékgictions on transfer shall terminate as hef®ma provided with respect to any of the
shares of Common Stock or Additional Common Sttiok holder of any such shares of Common Stock aliticshal Common Stock bearing
the legend set forth in paragraph (a) of this ®ec8.3 as to which such conditions shall have teateid shall be entitled to receive from the
Company, without expense (except for the paymeangfapplicable transfer tax) and as expeditioaslpossible, new stock certificates not
bearing such legend.

3.4 ACCESS TO INFORMATION. The Purchaser acknowé=dthat it has been provided with a copy of thedRemnd has carefully
reviewed the same. The Purchaser further acknowtetiat the Company has made available to it thertynity to ask questions of and
receive answers from the Company's officers anettiirs concerning the terms and conditions of ffexing and the business and financial
condition of the Company, and to acquire, and tivelfaser has received to its satisfaction, suadrimdtion about the business and financial
condition of the Company and the terms and contlitiof the offering as it has requested.

3.5 ADDITIONAL REPRESENTATIONS OF THE PURCHASER. &Purchaser represents that (i) it is an "accrédieestor" as such ter

is defined in Rule 501 promulgated under the S&esrAct, or is a non-U.S. person as such ternefimed in Regulation S, (ii) its financial
situation is such that it can afford to bear theneenic risk of holding the securities for an indég period of time and suffer complete loss of
its investment in the securities, (iii) it has faads necessary to purchase the Common Stock inateddavailable to it and

(iv) its knowledge and experience in financial &udiness matters are such that it is capable dfi@ag the merits and risks of its purchase
of the Common Stock as contemplated by this Agregme



SECTION 4. COVENANTS OF THE COMPANY.

4.1 CONSUMMATION OF AGREEMENT. The Company shalHeem and fulfill all conditions and obligations dts part to be performed
and fulfilled under the Agreement, to the end thattransactions contemplated by the Agreement sbalarried out. The Company has
obtained all necessary authorizations or appraMals Board of Directors for the execution andfpemance of the Agreement, which inclt
as integral parts thereof the issuance to the Ragstof the Securities upon the terms and condisen forth in the Agreement.

4.2 SECURITIES COMPLIANCE. The Company agreeslwdiForm D with the SEC within fifteen days of tete of the Closing and to
file, on a timely basis, any amendments or suppfgst® such Form D as may be required under Ragnl&t promulgated under the
Securities Act. The Company also agrees to comfly the filing requirements of AMEX applicable toet sale of the shares of Common
Stock hereunder. All expenses, costs and feesrigatim connection with this

Section 4.2 shall be borne by the Purchaser.

4.3 GOOD FAITH EFFORT TO EFFECT TRANSFERS. Uponisegtion of the shares of Common Stock, or thenteation under the
provisions of Rule 144 of the restriction on tramsthe Company agrees to issue or cause its @igpand securities counsel to issue all
required consents or opinions that may be requoedfect the transfer of the Securities and rerhofzany legend on such shares of Comtr
Stock upon transfer. The Company agrees that it sba all reasonable best efforts to cause sunkerds or opinions of counsel to be
transmitted to the Company's transfer agent wiflzimours of receipt of a request by the Purchasevjded that all required certifications or
representations required to effect such transfee haen provided with such request. The Comparypajl all legal expenses required to
effect such transfer contemplated by this Secti@n 4

SECTION 5. OMITTED
SECTION 6. REGISTRATION.

6.1 DEMAND REGISTRATION. The Purchaser may, at &ime after the Closing Date, make a written reqth&t "Registration Request”)
to the Company for registration of all or part loé tshares of Common Stock and/or the Additional @om Stock ("Registerable Securities"),
under and in accordance with all federal and staterities laws (the "Demand Registration”). Upeceipt of a Registration Request,
Borrower shall as promptly as practicable, anddrewent later than one hundred twenty (120) caleddgs after the Registration Request is
made, file with the SEC a registration statementdog such Registerable Securities. The Compaal} bl obligated to effect not more than
two (2) Demand Registrations. If, after the Registn Request, the Purchaser withdraws the shiareguiested for registration from
registration such Demand Registration will be degmochave occurred.

6.2 PIGGYBACK REGISTRATION. If, at any time, the @pany shall determine to
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register any of its securities for its own accoonfor the account of others, other than a redistnarelating solely to "employee benefit

plans" (Form S-8), or a registration relating sptel an SEC Rule 145 transaction (Form S-4), aggstration on any registration form which
does not permit secondary sales, the Company ivél gritten notice to the Purchaser of its intentto effect such a registration not later t
thirty (30) calendar days prior to the anticipatiade of filing with the SEC of a registration statmt with respect to such registration. Such
notice shall offer the Purchaser the opportunitintdude in such registration statement all or pathe Registerable shares of Common Stock
(a "Piggyback Registration"). Subject to the prmns hereof, the Company shall include in such Yggk Registration all Registerable
shares of Common Stock with respect to which then@amy has received a written request from the Rsexhfor inclusion therein within
fifteen (15) calendar days after the receipt byGoenpany of Purchaser's notice. The Company skalbligated to effect not more than one
(1) Piggyback Registration.

If a Piggyback Registration is being made with eztfgo an underwritten registration on behalf & @ompany and the managing underwriter
or underwriters advise the Company in writing tinatheir opinion the total number or dollar amouhsecurities of any class requested to be
included in such registration is sufficiently largeadversely affect the success of such offetimg Company shall include in such
registration: (i) first, all securities the Compgmyposes to sell to the public, the proceeds afhvkhall go to the Company (ii) second, up to
the full number of the Registerable shares of Com&twck or Additional Common Stock requested tinbkided in such registration in
excess of the number or dollar amount of securitiesCompany proposes to sell which, in the opimibsuch managing underwriter or
underwriters, can be sold without adversely affecthe offering.

6.3 EXPENSES. All expenses incurred in connectitgh any registration pursuant to this Section 6Juding without limitation, all
registration, filing and qualification fees (incind those attributable to the Registrable shargSamfimon Stock), printing expenses, fees and
disbursements of counsel for the Company and fegé®apenses of counsel for the Company incurresiyaunt to Section 6 of this Agreem
and expenses of any comfort letters or speciatswafithe Company's financial statements incidewtak required by such registration shall
be borne by the Company (excluding underwritingalisits and selling commissions payable with resjeettte sale of Registrable shares of
Common Stock or Additional Common Stock).

6.4 REGISTRATION PROCEDURES. In the case of eagdistation, qualification or compliance effectedthg Company pursuant to this
Section 6, the Company will, at its expense:

(a) keep such registration statement effectivefdmany necessary post-effective amendments aadtsibest efforts to maintain the
effectiveness thereof until the earlier of (i) stiche as the Company reasonably determines, bgsmdan opinion of counsel, that the
Purchaser will be eligible to sell all of the Ragable shares of Common Stock then
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owned by the Purchaser without registration indpen market in compliance with the Securities At without regard to volume restrictic
or (ii) for a period of 18 months from the dateeffectiveness of the Registration Statement;

(b) prepare and file with the SEC such amendmamdssapplements to such Registration Statement gbmaecessary to keep such
registration, qualification or compliance effectimed comply with the provisions of the Securitiet with respect to the disposition of all
securities covered thereby during the applicablege

(c) update, correct, amend and supplement suchtraton, qualification or compliance as necessary;

(d) furnish such number of preliminary and finabgpectuses and other documents incident theratea3ompany from time to time may
reasonably request;

(e) register or qualify such Registrable shareSamhmon Stock for offer and sale under the Blue @ksecurities laws of such jurisdictions
the Company may reasonably designate to enaldecdrisummate the disposition of the Registrableeshaf Common Stock in such
jurisdiction, except that the Company shall notdxguired in connection therewith or as a conditteereof to qualify as a foreign corporati
or to execute a general consent to service of geoiceany State;

(f) timely file all reports required to be filed tiyunder the Securities Act or the 1934 Act anelrhles and regulations adopted by the SEC
thereunder, all to the extent required to enaldePthrchaser to sell the Registrable shares of Con8tack without registration under the
Securities Act pursuant to (i) Rule 144 adoptedhsySEC under the Securities Act, as such rulelmeagmended from time to time, or (ii)
similar rule or regulation hereafter adopted by $ifC;

(g) take all action necessary to render the Retiltrshares of Common Stock eligible for inclusstonPAMEX for trading thereon; and

(h) upon the sale of any Registrable shares of Com&tock pursuant to such Registration Statemembve all restrictive legends from alll
certificates or other instruments evidencing thgiReable shares of Common Stock.

6.5 FURTHER INFORMATION. If Registrable shares afrf@mon Stock owned by the Purchaser are includ#tkifRegistration Statement,
such Purchaser shall furnish to the Company suohnration regarding itself as the Company may reabte request and as shall be required
in connection with any registration, qualificationcompliance referred to in this Section 6.
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SECTION 7. INDEMNIFICATION.

7.1 INDEMNIFICATION OF THE PURCHASER. The Compangraes to indemnify and hold harmless, to the exgennitted by law, the
Purchaser, its directors and officers and eachopeso control the Purchaser (within the meaninthefSecurities Act) against any and all
losses, claims, damages, liabilities and expersesed, by arising out of or directly or indireatifating to (i) any inaccuracy in or any brei

of the representations, warranties, covenants grekments of the Company contained in the Agreearshill Schedules and Exhibits
thereto; or (ii) any untrue or alleged untrue stegat of material fact contained in any registrastatement, prospectus or preliminary
prospectus filed pursuant to Section 6 hereof gramission or alleged omission to state thereiragenial fact required to be stated therein or
necessary to make the statements therein not mistgaxcept insofar as the same are caused byntaioed in any information furnished in
writing to the Company by the Purchaser expressiyi$e in such registration statement or prospeblowvithstanding anything to the
contrary herein, the Purchaser shall be entitla@dteive the indemnification amount (i) in casly;lfy issuance of additional shares of
common stock of the Company in the amount (basati@price per share at which the shares of ComBtook have been puchased under
this Agreement) equivalent to the indemnificatiomoaunt (as determined in good faith by the CompaBgard of Directors), which shares
shall be issued to the Purchaser by the Companydf@onsideration; or (iii) any combination of casid shares, provided all such issuances
of shares are in compliance with federal securities.

7.2 INDEMNIFICATION OF THE COMPANY. The Purchaseagraes to furnish to the Company in writing sucloinfation and affidavits as
the Company reasonably requests for use in commegiith any registration statement or prospectusagrees to indemnify and hold
harmless, to the extent permitted by law, the Campis directors and officers and each person edrdrols the Company (within the
meaning of the Securities Act) against any antbaies, claims, damages, liabilities and expereesed by (i) any breach of the
representations, warranties, covenants, and agresmfthe Purchaser contained in this Agreemartij)aany untrue or alleged untrue
statement of material fact or any omission of aemalk fact required to be stated in any registraitatement, prospectus or preliminary
prospectus filed pursuant to

Section 6 hereof or necessary to make the statertteriein not misleading, but only to the exteat uch untrue or alleged untrue statement
or omission is contained or omitted in any inforimator affidavit so furnished in writing by the Rhiaser, and in no event will the Purchaser
be obligated to indemnify the Company, its direstafficers or any person who controls the Compgaran amount in excess of the proceeds
to be derived from the sale of Registerable shaff@€mmon Stock in the offering giving rise to aioh for indemnification.

7.3 CONTRIBUTION. If the indemnification providedifin this Section 7 is judicially determined todrgavailable to an indemnified person
in respect of any losses, claims, damages oriligsilreferred to herein, then, in lieu of indenyirify such indemnified person hereunder, each
party shall contribute to the amount paid or pagddy such indemnified person as a result of susbels, claims, damages or liabilities (and
expense relating thereto) (i) in
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such proportion as is appropriate to reflect thatinee benefits to the Company, on the one hand tha Purchaser, on the other hand, or (ii) if
the allocation provided by clause (i) above isailable, in such proportion as is appropriateeftect not only the relative benefits referred
to in such clause (i) but also the relative fatikach, as well as any other relevant equitablsidenations.

7.4 DEFENSE OF ACTION. Any person entitled to indgfication hereunder will (i) give prompt writterotice to the indemnifying party of
any claim with respect to which it seeks indemaaificn; and (ii) unless in such indemnified partgasonable judgment a conflict of interest
between such indemnified and indemnifying partiesy mxist with respect to such claim, permit theemahifying party to assume the defense
of such claim with counsel reasonably satisfactorthe indemnified party. If such defense is nsuased, the indemnifying party will not be
subject to any liability for any settlement madehout its consent (but such consent will not beeasonably withheld). An indemnifying
party will not be obligated to pay the fees andamges of more than one counsel for all partiesnimidfieed by such indemnifying party with
respect to such claim, unless in the reasonabtgmedt of any indemnified party a conflict of intstenay exist between such indemnified
party and any other of such indemnified partiehwispect to such claim.

7.5 REMEDIES NON EXCLUSIVE. The remedies provided ih this Section 7 are not exclusive and shatllinait any rights or remedies
that may otherwise be available to any indemnifiatty at law or in equity.

SECTION 8. CONDITIONS PRECEDENT TO PURCHASER'S OBIATIONS.

8.1 CONDITIONS. The obligations of the Purchasecdasummate the Agreement and the transactionsrogidted hereby are subject to
satisfaction of the following conditions on or prio the Closing Date except to the extent thatsargh condition can be and is waived by the
Purchaser:

(2) REPRESENTATIONS; WARRANTIES; COVENANTS. Eachtbé representations and warranties of the Compantained in Section
2 hereof shall be true and correct in all mategapects as though made at the time of and ag @ltsing Date; the Company shall, at or
before the Closing Date, have performed all oblikgations hereunder which by the terms hereotaise performed on or before the Clos
Date, including the covenants set forth in Section

(b) OPINION OF COUNSEL. At Closing, the Companyainsel shall issue to the Purchaser an opinioowfigel stating that as of the
Closing Date, the Company is duly organized angbod standing, the shares of Common Stock of thregaay are authorized, fully paid
and non-assessable as issued in the form attaemnetblas Exhibit 8.1(b).

(c) CERTIFICATE OF GOOD STANDING. The Company wdkliver a Certificate of Good Standing of the Compasued by the
California
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Secretary of State as of the Closing Date. The Giadding Certificate is attached hereto as ExBilifc).

(d) QUALIFICATIONS. All authorizations, approvals permits, if any, of any governmental authorityegulatory body of the United Sta
or of any foreign country that are required in ocection with the lawful issuance and sale of theehaf Common Stock pursuant to this
Agreement shall be duly obtained and effectivefdahe Closing Date.

(e) PROCEEDINGS AND DOCUMENTS. All corporate anthet proceedings in connection with the transactommtemplated at the closi
and all documents incident thereto shall be reasgrsatisfactory in form and substance to Purchssgecial counsel, and they shall have
received all such counterpart original and cedifie other copies of such documents as they mapnedly request.

SECTION 9. CONDITIONS PRECEDENT TO COMPANY'S OBLIGFONS.

9.1 CONDITIONS. The obligations of the Company emsummate the Agreement and the transactions cpfdatad hereby are subject to
satisfaction of the following conditions on or prio the Closing Date except to the extent thatsargh condition can be and is waived by the
Company:

9.2 REPRESENTATIONS; WARRANTIES; COVENANTS. Eachtbé representations and warranties of the Purclcas¢éained in Section

3 hereof shall be true and correct in all mategapects as though made at the time of and ag @ltsing; the Purchaser shall, at or before
the Closing, have performed all of its obligatidreseunder which by the terms hereof are to be pedd on or before the Closing. Unless the
Company receives written notification to the congrat the Closing, the Company shall be entitleddsume the preceding is accurate at the
Closing.

SECTION 10. MISCELLANEOUS.

10.1 LAW GOVERNING. This Agreement shall be constfwunder and governed by the laws of the Stateatifotnia applicable to contracts
made and to be fully performed therein.

10.2 ARBITRATION. Disputes arising under this Agmeent other than under

Section 1.3 shall be settled by three arbitratarsymant to the rules of the American Arbitratiorsésiation (the "AAA") for Commercial
Arbitration (the "Rules"). Such arbitration shadl beld in Alameda County, California or New Yorkew York, at the Purchaser's option, ¢
such other location as mutually agreed to by thiégsato the dispute. Subject to any applicablétéitions contained in this Agreement,
arbitration may be commenced at any time by antygaving notice to the other party that a displiées been referred to arbitration under this
Section 10.2. The arbitrators shall be selectethbyoint agreement of the parties hereto, butéfytdo not so agree within twenty

(20) days after the date of the notice referrealtove, the selection shall be made pursuant tRtihes from the panel of arbitrators
maintained by the AAA.
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Any award of the arbitrators shall be accompanigd lvritten opinion giving the reasons for the advarhe expense of the arbitration shal
borne by the parties in the manner determined itingrby the arbitrators. This arbitration provisishall be specifically enforceable by the
parties. The determination of the arbitrators panstio this Section 10.2 shall be final and bindimgthe parties and may be entered for
enforcement before any court of competent jurisalict

10.3 BROKER OR FINDER. The Purchaser representsaamchnts that no broker or finder has acted fohquarty in connection with this
Agreement or the transactions contemplated byAbieement and that no broker or finder is entitedny broker's or finder's fee or other
commission in respect thereof based in any waygoeeanents, arrangements or understandings madhe Burchaser.

10.4 NOTICES. All notices or other communicatioaguired or permitted hereunder shall be in wrifiexcept as otherwise provided herein)
and shall be deemed duly given when received hiyeatglin person, by facsimile, telex or telegranbgran overnight courier service or three
(3) days after deposit in the U.S. Mail, certifigilh postage prepaid, addressed as follows:

If to the Conpany: Di gital Power Corporation
41920 Christy Street
Fremont, California 94538
Attn: Haim Yatim CFO
Fax: (510) 657-6634

Wth copies to Bartel Eng & Schroder
300 Capitol Mall, Suite 1100
Sacramento, California 95814
Attn: Daniel B. Eng, Esq.
Fax: (916) 442-3442

If to the Purchaser: Tel koor Tel ecom Ltd.
5 G borei Israel
Net anya 42293
| srael
Attn: Ui Friedl ander, CFO
Fax: 011-972-9-865844

Wth copies to: Gross, Kleinhendl er, Hodak, Hal evy, G eenberg & Co
One Azrieli Center
Circul ar Tower
Tel Aviv 67021
| srael
Attn: Nitzan Hirsch-Fal k, Adv.
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Fax: 011-972-3-607-4422
or to such other addresses as a party may desigyditee (5) days' prior written notice to the othparty.

10.5 SURVIVAL OF REPRESENTATIONS, WARRANTIES AND GENANTS. Notwithstanding any investigation madedy party to
this Agreement, all representations, warrantiegeoants and obligations made by the Company anBuhehaser herein shall survive
indefinitely the execution of this Agreement and #ale and delivery of the shares of Common Stodkshares of Additional Common Stc

10.6 ENTIRE AGREEMENT. This Agreement, including tixhibits and schedules referred to herein, isptet@® and all promises,
representations, understandings, warranties areagmts with reference to the subject matter heagaf all inducements to the making of
this Agreement relied upon by either party herbtye been expressed herein or in such exhibitseamedules.

10.7 ASSIGNMENT. This Agreement may not be assidnedither the Purchaser or the Company withouptie written consent of the
other party. This Agreement shall be enforceablaryy shall inure to the benefit of and be bindipgruthe parties hereto and their succes
and no others.

10.8 FEES AND EXPENSES. Except as otherwise spadlfi provided herein, each party will bear its o@upenses in connection with the
negotiation and consummation of the transactionsecoplated by this Agreement.

10.9 PUBLICITY AND DISCLOSURE. Except as may beuigd by federal securities laws, no press releagaiblic disclosure, either
written or oral, of the transactions contemplatgdhis Agreement shall be made by the Purchaséowitthe prior approval of the Company.

10.10 COUNTERPARTS. This Agreement may be execsitedItaneously in multiple counterparts, each oichishall be deemed an
original, but all of which together shall constéuine and the same document.

10.11 AMENDMENTS AND WAIVERS. Except as otherwismpided herein, any provision in any of the Agreet@ay be amended or
waived only if the Company and the Purchaser cdrisenriting.

[THISSPACE WASINTENTIONALLY LEFT BLANK ]
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be executed as of the date gitdbove.
COMPANY
DIGITAL POWER CORPORATION

By:
Haim Y atim, Chief Financial Officer

PURCHASER
TELKOOR TELECOM LTD.

By:
Uri Friedlander, Chief Financial Officer
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DIGITAL POWER ANNOUNCESNEW INVESTMENT FROM TELKOOR TELECOM LTD.

FREMONT, Calif., January 14, 2004, Digital Powerfaration (Amex: DPW - News) ("Digital Power") todannounced, it has received an
investment of $250,000 from Telkoor Telecom Ltdotigh the sale of 290,023 shares of common sto$R.862 per share. The per share
price was calculated based on the 20 day averaginglprice of Digital Power's common stock primctosing. Additionally, Telkoor

Telecom Ltd. has the right to invest an additidg280,000 by June 30, 2004. The price per shareecddditional investment would be the 20-
day average closing price of Digital Power's shafesommon stock prior to the investment. Digitalrr intends to use the proceeds for
working capital.

Commenting on the news, Robert O. Smith, PresidedtCEO of Digital Power stated, "We are very peahat Telkoor Telecom has made
this additional investment, not only in the DigiRdwer, but more importantly in our continuing sttac relationship. Their purchase of
additional shares of Digital Power common stocke$ their confidence in our ability to continugrimering with them in collaborative
product development efforts and capturing addifiomarket share with these products. We look forwtarluilding on this relationship to the
benefit of all shareholders."

Digital Power designs, develops, manufactures, atar&nd sells switching power supplies to manufacswof telecommunications, data
communications, test and measurement equipmerdeafhd factory automation and instrumentation gaeint. Digital Power's headquarters
are located at 41920 Christy Street, Fremont, Qailia, 94538-3158; phone number 510-657-2635.

The foregoing contains forward-looking statemewtsich are subject to contingencies and uncertantidich are set forth in Digital Power's
filings with the Securities and Exchange Commiss



