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Section 2 Financial Information

Item 2.03 Creation of a Direct Financial Obligation or an Obligation Under an Of-Balance Sheet Arrangement of a Registrant

On February 3, 2005, Telkoor Power Ltd. ("Telkopd Israeli limited liability company, loaned Digji Power Corporation (the "Company")
$250,000 through a Convertible Note. Telkoor is@menpany's largest shareholder and is primarilyaged in developing, marketing and
selling power supplies and power systems for tleetenmunication equipment industry. Under the teofrthe convertible note, Telkoor
loaned $250,000 interest free until the tenth esdrday after the Company announced its finanesallts for fiscal 2005. Telkoor has the
right to convert the debt to common stock at $@6share. The loan will automatically convert &0 per share if the Company meets its
set budget for the fiscal year 2005. For more imfation, see the attached Convertible Note as Bxdhiahd Press Release as Exhibit 99.

Section 9 Financial Statements and Exhibits

Item 9.01 Financial Statements and Exhibits

Exhi bit Nunber Descri ption

4 Convertible Note [ Form of]

99 Press Rel ease dated February 9, 2005 titled "Digital
Power Corporation signed $250,000 Convertible Note
wi th Tel koor Power 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: February 9, 2005 /'s/ Jonat han Wax

Jonat han Wax,
Chi ef Executive O ficer

(Principal Executive Oficer)



EXHIBIT 4

DIGITAL POWER CORPORATION,
A California Corporation

CONVERTIBLE NOTE
$250,000 AGGREGATE PRINCIPAL AMOUNT

NEITHER THIS NOTE NOR THE SECURITIES ISSUABLE UPONHE CONVERSION HEREOF AS PROVIDED HEREIN HAV
BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933 ORDER THE LAWS OF ANY STATE OR OTHER JURISDICTION.
TRANSFER OF THIS NOTE AND SUCH SECURITIES IS RESTRED PURSUANT TO SUCH LAWS.

Fremont, California
$250,000 February 3, 2005

1. Convertible Note. Digital Power Corporation, ali@rnia corporation (the "Borrower"), hereby prises to pay to the order of Telkoor
Telecom Ltd., an Israeli limited liability compafiyhe "Lender") the amount of $250,000 on the téhfth) business day after the public
announcement of the Borrower's financial resultste fiscal year end December 31, 2005 ("Due Dafaly and all payments by the
Borrower shall be made free and clear of and witlsetroff, defense, counter claim and any tax diolus unless such tax deductions are
required by law.

2. Default. In the event of an occurrence of angnewf default specified below, the principal of tBonvertible Note shall become
immediately due and payable without notice, excapspecified below. The occurrence of any of dlewing events shall constitute an e\
of default under this Convertible Note:

2.1. Default on Other Obligations. If a defaultlslbacur in the payment of any principal or intdregth respect to any indebtedness for
borrowed money or any obligation which is the sabsve equivalent thereof of the Borrower or unaley agreement or instrument under or
pursuant to which any such indebtedness or obtigatiay have been issued, created, assumed, guedtamteecured by the Borrower and
such default shall continue for more than the gkodbgrace, if any, therein specified, or if anglsindebtedness shall be declared due and
payable prior to the stated maturity thereof anittvinas not been cured within ten (10) days ofr¢ieeipt by the Borrower of written notice
thereof from or on behalf of the Lender.



2.2. Unable to Pay Debts When Due. If the Borrostell be unable to pay its debts generally as bieepme due; file a petition to take
advantage of any insolvency act; make an assignfoetite benefit of its creditors; commence a peatieg for the appointment of a receiver,
trustee, liquidator or conservator of itself of hoke or any substantial part of its property; &leetition or answer seeking reorganization or
arrangement or similar relief under the federalkdoaptcy laws or any other applicable law or statftehe United States of America or any
state; or

2.3. Bankruptcy, etc. If a court of competent jdigsion shall enter an order, judgment or decrgeaying a custodian, receiver, trustee,
liquidator or conservator of the Borrower or of thirole or any substantial part of its propertigsagprove a petition filed against the
Borrower seeking reorganization or arrangementroila relief under the federal bankruptcy lawsaory other applicable law or statute of
United States of America or any state; or if, urttherprovisions of any other law for the reliefadd of debtors, a court of competent
jurisdiction shall assume custody or control of Bearower or of the whole or any substantial pitoproperties; or if there is commenc
against the Borrower any proceeding for any offtiregoing relief and such proceeding or petitiomags undismissed for a period of thirty
(30) days; or if the Borrower by any act indicatssonsent to or approval of any such proceedimgetition; or

3. Conversion. The Lender of this Convertible Ngtiall have conversion rights as follows:

3.1. Right to Convert. The principal amount of t@isnvertible Note shall be convertible, at the aptof the Lender on one or more occasions
at any time immediately following the date of tRienvertible Note until paid in full (subject to adfment pursuant to Section 3.5) of fully
paid and nonassessable shares of the Borrower'snGnr8tock ("Common Stock") (or, in the event of erger, recapitalization or like
transaction, the equivalent capital stock for smember of shares of Common Stock shall be exchaogednverted). The exact number of
shares of Common Stock into which such principabant is convertible shall be determined by dividargount of debt to be converted by
the then effective Conversion Price (as define8ention 3.3). Upon conversion into shares of Com8imgk, the portion converted by the
Lender in respect of this note shall be discharged.

3.2. Automatic Conversion. The principal amount ang accrued interest due on this Convertible [Shtl convert automatically without
any action on the part of the Lender if the Borromeets the financial performance standards s#t &or Exhibit A (subject to adjustment
pursuant to Section 3.5) of fully paid and nonasskle shares of Common Stock (or, in the eventroéryer, recapitalization or like
transaction, the equivalent capital stock for smember of shares of Common Stock shall be exchaogednverted). The exact number of
shares of Common Stock into which such principabamt is convertible shall be determined by dividamgount of debt to be converted by
the then effective Conversion Price (as define8antion 3.3). Upon conversion into shares of Com®imaek, the note shall be discharged.
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3.3. Conversion Price. Subject to adjustment pumsteaSection 3.4 hereof, the Conversion Priceldtiwshares of Common Stock shall be
issuable upon conversion under Section 3.1 or @e8&ti2 of this Convertible Note shall be $1.06 gware (the closing price on the AMEX on
the date of this note).

3.4. Adjustment to the Conversion Price. If the®uarer at any time, or from time to time, shall lason of stock split or reverse stock split
(the "Event") affect the number of shares outstagdir required to be reserved for issuance upowmersion of the Convertible Note, then the
Conversion Price shall be adjusted to be the proofuthe Conversion Price and the fraction (x) tluenerator of which shall be the number of
shares of Common Stock outstanding or requirectteberved for issuance upon conversion of the €tible Note immediately prior to the
Event and (y) the denominator of which shall berthmber of shares of Common Stock outstandingarired to be reserved for issuance
upon conversion of the Convertible Note on the dateh Event is effected.

3.5. Adjustment of Number of Shares of Common Sttfake Borrower at any time, or from time to tinreffects an Event (as defined in
Section 3.4) which affects the number of sharéSahmon Stock outstanding or required to be reseimedsuance upon conversion of the
Convertible Note, then the maximum number of shafédommon Stock into which this Convertible Naeconvertible shall be adjusted to
be the product of the number of shares into whiehGonvertible Note is convertible at the datenaf Convertible Note and the fraction (x)
the numerator of which shall be the number of shaféCommon Stock outstanding or required to berkesl for issuance upon conversion of
the Convertible Note on the date such Event iscedteand the (y) denominator of which shall berthmber of shares of Common Stock
outstanding or required to be reserved for issuapoa conversion of the Convertible Note immediafelor to the Event.

3.6. Mechanics of Conversion. Before the Lendel sigaentitled to convert this Convertible Notedarghares of Common Stock, it shall
surrender this Convertible Note duly endorsed, strall deliver to the Borrower a Notice of Convens{in the form as attached hereto as
Exhibit B) at the office of the Borrower, and shetfite therein the amount or amounts in which #réficate or certificates for shares of
Common Stock are to be issued. The Borrower siimlboon as practicable thereafter, issue and deliveaich office to the Lender, a
certificate or certificates for the number of sisané Common Stock to which the Lender shall betledtias aforesaid, a statement indicating
the manner in which any adjustments pursuant ttid®ec3.4 and 3.5 have been made and a new Cdbpleetote for the remaining unpaid
principal with all other terms and conditions i ttsame form as the Convertible Note surrenderezglinder. Such conversion shall be dee
to have been made immediately prior to the clogmusfness on the date of such surrender of the €tk Note and the Lender shall be
treated for all purposes as the record holder ttens



of such shares of Common Stock as of such dateshalles of Common Stock issuable upon conversitimisConvertible Note shall be fully
paid and non-assessable.

3.7. Fractional Shares. In no event shall the Beerdssue any certificate evidencing any fractiba &hare, but in lieu thereof shall pay cash
for such fraction at the then effective Converdruite.

4. Unsecured Debt. The Borrower's obligations dballinsecured.

5. Prepayment/Notice of Certain Events. The Borrostrall have the right to repay this ConvertibleéNat any time before maturity by
paying the principal amount of the Convertible N@movided, however, that the Borrower shall gitre Lender not less than fourteen (14)
days prior written notice of its intent to prepajstConvertible Note. To avoid any doubt, at theqaeof those fourteen (14) days, the Lender
shall have the right to convert the principal amafrthis Convertible Note, according to Sec. Db\e.

6. Securities Law Compliance. The Lender understdinalt the right of conversion of this Convertiblete is subject to full compliance with
the provisions of all applicable securities lawd #me availability thereunder upon any conversibany exemption from registration
thereunder for such conversion, and that the caté or certificates evidencing such shares of @omStock will bear a legend to the
following effect:

"THE SHARES REPRESENTED BY THIS CERTIFICATE HAVE NGBEEN REGISTERED UNDER THE SECURITIES ACT OF 1933,
AS AMENDED, OR UNDER THE SECURITIES LAWS OF ANY STA&. THEY HAVE BEEN ACQUIRED BY THE LENDER FOR
INVESTMENT AND MAY NOT BE SOLD, TRANSFERRED OR OTHRWISE DISPOSED OF IN THE ABSENCE OF AN EFFECTIVE
REGISTRATION STATEMENT COVERING THESE SECURITIES UINER THE SAID ACT OR LAWS, OR AN OPINION OF
COUNSEL SATISFACTORY TO THE BORROWER AND ITS COUNBEHAT REGISTRATION IS NOT REQUIRED
THEREUNDER."

7. Notices. Any notice herein required or permittedbe given shall be in writing and may be perfigrsrved, sent by United States Mail,
certified or by overnight delivery service. For tharposes hereof, the address of the Lender aralitiress of the Borrower shall be as
reflected in the Convertible Note Agreement betwieender and Borrower of even date herewith. Boghltbnder and the Borrower may
change the address for service by written notidgbether as herein provided.
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8. No Wawvier: Rights and Remedies Cumulative. Nlofa on the part of the Lender to exercise, andi@lay in exercising any right
hereunder shall operate as a waiver thereof; radt ahy single or partial exercise by the Lendeamy right hereunder preclude any other or
further exercise thereof or the exercise of angotlght. The rights and remedies herein providedcamulative and not exclusive of any
remedies or rights provided by law or by any otiigreement between the Borrower and the Lender.

9. Costs and Expenses. Each party shall pay theiroosts and expenses incurred in connection Wwétpteparation, execution and closing of
this Convertible Note.

10. Amendments. No amendment, modification or wabfeny provision of this Convertible Note nor sent to any departure by the
Borrower therefrom shall be effective unless thmeahall be in writing and signed by the Lender #xedBorrower.

11. Successors and Assigns. This Convertible Nw# se binding upon the Borrower and its succesaad assigns and the terms hereof
shall inure to the benefit of the Lender and itscassors and assigns, including subsequent hdidezsf.

12. Severability. The provisions of this Convesriblote are severable, and if any provision shaliddd invalid or unenforceable in whole or
in part in anyjurisdiction, then such invalidity enenforceability shall not in any manner affeattsprovision in any other jurisdiction or any
other provision of this Convertible Note in anyigdliction.

13. Waiver of Notice. The Borrower hereby waivesggntment, demand for payment, notice of protededrother demands in connection
with the delivery, acceptance, performance, defauéinforcement of this Convertible Note.

14. Governing Law. This Convertible Note has beescated in and shall be governed by the laws ofstiage of California.

15. Noteholder is Not a Shareholder. No Lendehisf Convertible Note, solely by virtue of the owstgp of this Convertible Note, shall be
considered a shareholder of the Borrower for anmp@ge, nor shall anything in this Convertible Nooéeconstrued to confer on any Lender of
this Convertible Note any rights of a shareholdehe Borrower including, without limitation, anight to vote, give or withhold consent to
any corporate action, receive notice of meetingshafeholders or receive dividends.

16. Exchange and Replacement of Convertible Ngpe@nlsurrender of this Convertible Note to the Baweg the Borrower shall execute and
deliver, at its expense, one or more new Converfilmites of such denominations and in such namesgassted by the holder of the
surrendered Convertible Note, subject to compliamitie applicable securities laws. Upon receiptwflence satisfactory to the Borrower of
the loss, theft, mutilation, or destruction of



any Convertible Note, the Borrower will make andd® a new Convertible Note, of like tenor, at tieguest of the holder of such
Convertible Note.



IN WITNESS WHEREOF, the Borrower has caused thisv@dible Note to be signed by its authorized @fficas of the _ day of
, 200

DIGITAL POWER CORPORATION

Jonathan Wax,

Chief Executive Officer



EXHIBIT 99
Digital Power Corporation signed a $250,000 conbkriote with Telkoor Power Ltd.

FREMONT, Calif., February 3, 2005, Digital Powerr@oration (Amex: DPW - News) (the "Digital") annared that Telkoor Power Ltd.
("Telkoor") an Israeli limited liability companynvested $250,000 through a convertible note. Utideterms of the convertible note, Telk
loaned $250,000 interest free until the tenth esdrday after Digital announced its financial ressidr fiscal 2005. Telkoor has the right to
convert the debt to common stock at $1.06 per shdue loan will automatically convert at $1.06 pbare if Digital meets its set budget for
the fiscal year 2005.

Commenting on the convertible note, Jonathan Weesifent and CEO, stated, "We continue to be insgiby the level of financial suppr
we have received from Telkoor Power Ltd. This suppall expedite the strategic initiatives we hawat forward in order to support our
newer product lines and manufacturing initiativeshe Far East.”

Digital Power designs, develops, manufactures, atar&nd sells switching power supplies to teleconioations, data communications, test
and measurement equipment, office and factory aatiomand instrumentation manufacturers. DigitaWBds headquarters are located at
41920 Christy Street, Fremont, California, 94538&Iphone number 510-657-2635.

The foregoing contains forward-looking statemewtsich are subject to contingencies and uncertantidich are set forth in Digital's Form
10-KSB and other filings with the Securities anccEange Commission. Such forward-looking statemamsot guarantees of future
performance and are based upon assumptions atiorg fionditions that could prove to be inaccurattuiding, but not limited to, that Digit
will be able to lower its production costs and nedironditions are improving in Digital's industActual events, transactions, and results
differ materially from anticipated events, transas or results described in such stateme



