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DIGITAL POWER CORPORATION
41920 Christy Street
Fremont, CA 94538

(510) 657-2635

To the Shareholders of Digital Power Corporation:

You are invited to attend the Annual Meeting (tMeeting") of the Shareholders of Digital Power Guoation ("Digital") which will be held
on Wednesday, May 21, 1997, at 10:00 a.m. (PDTtheaNewarkFremont Hilton Hotel located at 39900 BalentineveriNewark, Californiz
94560.

The accompanying Notice of the Annual Meeting & 8hareholders and Proxy Statement contain theeraatt be considered and acted
upon, and you should read such material carefully.

The Proxy Statement contains important informatoncerning the following two matters: (i) the elentof the Board of Directors of Digite
and (ii) the retention of Hein + Associates, LLAradependent auditors of the Company. In additévareholders may transact such other
business as may properly come before the Meetimgpadjournment thereof. | urge you to give theséters your close attention.

We hope you will be able to attend the Meeting, Bytou cannot do so, it is important that youas#s be represented. Accordingly, we urge
you to mark, sign, date, and return the enclosegyppromptly. You may, of course, revoke your prafkyou attend the meeting and chot
to vote in person.

Sincerely,
Edward L. Lammerding Chairman of the Board

April 11, 1997



DIGITAL POWER CORPORATION
41920 Christy Street
Fremont, California 94538
(510) 657-2635

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD ON WEDNESDAY, MAY 21, 1997

NOTICE IS HEREBY GIVEN that the Annual Meeting ¢ifet Shareholders of Digital Power Corporation, d@f@alia corporation ("Digital’
and/or the "Company"), will be held on WednesdagyM1, 1997, at 10:00 a.m. (PDT), at the Newarkveret Hilton Hotel located at 39900
Balentine Drive, Newark, California, 94560, for ttedowing purposes, all of which are more completdiscussed in the accompanying
Proxy Statement:

1. To elect five (5) directors to serve one-yeamteor until their successors have been electedjaalified;
2. To approve the retention of Hein + Associatés? LCertified Public Accountants, as the independeuitor of the Company; and
3. To transact such other business as may propenhe before the meeting or any adjournments thereof

Only shareholders of record at the close of busioesApril 1, 1997, are entitled to notice of and/dte at the Annual Meeting of the
Shareholders.

By Order of the Board of Directors

Edward L. Lammerding
Chairman of the Board

April 11, 1997

YOU ARE CORDIALLY INVITED TO ATTEND DIGITAL'S ANNUAL MEETING OF SHAREHOLDERS. IT IS IMPORTANT THAT
YOUR SHARES BE REPRESENTED REGARDLESS OF THE NUMBEQU OWN. EVEN IF YOU PLAN TO BE PRESENT AT THE
ANNUAL MEETING, YOU ARE URGED TO COMPLETE, SIGN, DRE, AND RETURN THE ENCLOSED PROXY PROMPTLY IN
THE ENVELOPE PROVIDED. IF YOU ATTEND THIS MEETINGYOU MAY VOTE EITHER IN PERSON OR BY PROXY. ANY
PROXY GIVEN MAY BE REVOKED BY YOU IN WRITING OR INPERSON AT ANY TIME PRIOR TO THE EXERCISE THEREC



PROXY STATEMENT
OF
DIGITAL POWER CORPORATION
41920 Christy Street
Fremont, CA 94538
(510) 657-2635

INFORMATION CONCERNING THE SOLICITATION

This Proxy Statement is furnished to the sharemsld&Digital Power Corporation ("Digital” or th€bmpany") in connection with the
solicitation of proxies on behalf of Digital's Bolanf Directors for use at Digital's Annual Meetiofthe Shareholders (the "Meeting”) to be
held on Wednesday, May 21, 1997, at 10:00 a.m. {P&tTthe Newark-Fremont Hilton Hotel located a®@9 Balentine Drive, Newark,
California, 94560, and at any and all adjournm#émseof. Only shareholders of record on April 1979will be entitled to notice of and to
vote at the Meeting.

The proxy solicited hereby, if properly signed aatlirned to Digital and not revoked prior to ite uwill be voted at the Meeting in
accordance with the instructions contained thetémo contrary instructions are given, each prosgeived will be voted "FOR" each of the
five nominees for the Board of Directors, "FOR" #igproval of Proposal No. 2, and, at the proxy édddiscretion, on such other matters, if
any, which may come before the Meeting (including proposal to adjourn the Meeting). Any sharehoffeing a proxy has the power to
revoke it at any time before it is exercised byfi(ing with Digital written notice of its revocain addressed to Philip G. Swany, Corporate
Secretary, Digital Power Corporation, 41920 Christseet, Fremont, California, 94538; (ii) submigtia duly executed proxy bearing a later
date; or (iii) appearing at the Meeting and givihg Corporate Secretary notice of his or her im@rto vote in person.

This solicitation of proxies is being made by Dadjg Board of Directors. Digital will bear the emticost of preparing, assembling, printing,
and mailing proxy materials furnished by the Boaf@irectors to shareholders. In addition to thkc#tation of proxies by use of the mail,
some of the officers, directors, employees, andhiagef Digital may, without additional compensatisnlicit proxies by telephone or perso
interview, the cost of which Digital will also bedbigital will reimburse banks, brokerage housesl ather custodians, nominees, and
fiduciaries for their reasonable expenses in fodivey these proxy materials to shareholders whasz $h Digital is held of record by such
entities. In addition, Digital may use the servioéidividuals or companies it does not regulahgploy in connection with this solicitation
of proxies if management determines it to be adhesa

A copy of Digital's Annual Report on Form 10-KSH tbe year ended December 31, 1996, accompangpritiy statement.
This Proxy Statement and form of proxy were firgtiled to shareholders on or about April 11, 1997.
RECORD DATE AND VOTING RIGHTS

Digital is authorized to issue up to 5,000,000 shaf common stock, no par value. As of April 19192,520,775 shares of common stock
were issued and outstanding. No shares of prefstomlt are outstanding. Each share of common stoak be entitled to one vote on all
matters submitted for shareholder approval. Thercedate for determination of shareholders entittedotice of and to vote at the Meeting is
April 1, 1997.



The five nominees receiving the highest numberodés shall be elected as directors. The affirmatote of a majority of the common stock
represented and voting at the Meeting is necessagprove Proposal No. 2.

All properly executed proxies delivered pursuarthis solicitation and not revoked will be votedta Annual Meeting in accordance with
the directions given. Regarding the election oécliors, shareholders may vote in favor of all naes) or withhold their votes as to all
nominees, or withhold their votes as to specifimimees, by following the instructions on the enebbproxy card. With respect to the
appointment of Hein + Associates to serve as thafgamy's independent auditor for the 1997 fiscat,ys@areholders may vote in favor of or
against the proposal, or may abstain from votiygsfecifying their choice as indicated on the esetbproxy card. If no specific instructions
are given with respect to any matter to be votedtmshares represented by a signed proxy willdbed FOR the election of the Board's
nominees, and FOR the appointment of Hein + Assesias independent auditor. Directors will be eléétom nominees receiving the
highest number of affirmative votes cast by thedbm of Digital's common stock, voting in persorbgiproxy at the Annual Meeting;
ratification of the retention of Hein

+ Associates as independent auditor will requigedfiirmative vote of the holders of a majoritytbé shares of common stock of Digital
voting on such retention in person or by proxyhat Annual Meeting. Thus abstentions, because tliépavcounted in determining whether a
guorum is present for the vote on both matterd,have no effect on the election of directors, Wwilt have the effect of a no vote for the
ratification of the retention of Hein

+ Associates as independent auditors. Similarlgkér non-votes are also counted towards a quorurarbwnot counted for any purpose in
determining whether a matter has been approvedwihidave the same effect as an abstention.

On any matter submitted to the vote of the shadsrslother than the election of directors, eactdrabf common stock will be entitled to ¢
vote, in person or by proxy, for each share of camistock held of record on Digital's books as ef®ecord Date. In connection with the
election of directors, shares may be voted cunmudhtj but only for persons whose names have besreglin nomination prior to the voting
for election of directors and only if the sharetesltiolding such shares has given notice at the alnvieeting, prior to such voting, of his or
her intention to vote cumulatively. (Notice of int®n to vote cumulatively may not be given by siynmarking and returning a proxy.) If a
Company shareholder gives such notice, then ateslotders eligible to vote will be entitled to culete their votes in voting for election of
directors. Cumulative voting allows a shareholdecast a number of votes equal to the number oEsheeld in his or her name as of the
Record Date, multiplied by the number of directorbe elected. All of these votes may be castifigrane nominee, or they may be
distributed among as many nominees as the shamrtggés fit. The nominees receiving the highesthaurof affirmative votes, up to the
number of directors to be elected, shall be elected

If one of Digital's shareholders gives notice démtion to vote cumulatively, the persons holdimg proxies solicited by the Board of
Directors will exercise their cumulative voting kg, at their discretion, to vote the shares thadgl m such a way as to ensure the election of
as many of the Board's nominees as they deem pmsEhis discretion and authority of the proxy testelmay be withheld by checking the
box on the proxy card marked "withhold from all riages". Such an instruction, however, will alsoyddre proxyholders the authority to
vote for any or all of the nominees of the BoardDakctors, even if cumulative voting is not called at the Annual Meeting, although it will
not prevent the proxyholders from voting, at thigcretion, for any other person whose name maydgerly placed in nomination at the
Annual Meeting.

A shareholder may choose to withhold from the phmtgiers the authority to vote for any of the indival candidates for the Board of
Directors by marking the appropriate box on thexproard and striking out the names of the disfagta@ndidates as they appear on the p
card. In that event, tr



proxyholders will not cast any of the shareholdeotes for candidates whose names have been crossaghether or not cumulative voting
is called for at the Annual Meeting, but they watain the authority to vote for the candidates imated by the Board of Directors whose
names have not been struck out, and for any ottratidates who may be properly nominated at the AhMigeting. If a shareholder wishes
to specify the manner in which his or her votesadliecated in the event of cumulative voting, hesloe must appear and vote in person at the
Annual Meeting. Ballots will be available at theAral Meeting for persons desiring to vote in person

PROPOSAL NO. 1
ELECTION OF DIRECTORS

The names and ages of the Executive Officers aretiirs of the Company as of April 1, 1997, alorithwertain information about such
persons, are set forth below. The Company's Bylawegide for a Board of Directors of not less thae f(5) nor more than nine (9) members,
with the actual number to be set by resolutiorhefBoard. There are currently five (5) memberdefBoard of Directors. Each of the
Company's Directors is elected at the annual mgetishareholders of the Company and serves tatihext annual meeting when such
person's successor is elected and qualified, drawtth person's earlier death, resignation, omoreah

Executive Officers are appointed by, and serveatiscretion of, the Board of Directors. Exceptlissussed below with respect to Rober
Smith, the Company's Chief Executive Officer, tren{pany has no employment agreements with any &xi¢sutive Officers or Directors.
The Company has not paid any fees to the Direétortheir services as Directors. The Directorslumyever, receive stock options and
warrants from the Company for their services. Irgist of 1996, each Director received warrants tchmse 20,000 shares of Common S
at $5.00 per share for services as a Director.ddmapany has registered the Common Stock underlieh warrants. No family relationship
exists between any of the Officers or Directors.

The following table sets forth the persons nomiddig the Board of Directors for election as Direstand certain information with respect to
those persons.

Name Age Posi tion

Edward L. Lammerding 67  Chairman o f the Board

Philip M. Lee 73  Director

Thomas W. O'Neil, Jr. 67 Director

Robert O. Smith 52 Director, Chief Executive Officer,
and Presid ent

Claude Adkins 54 Director, Executive Vice President,
and Vice P resident-Engineering

The term of office of each director of the Compangne year. None of the directors were selectegiyaunt to any arrangement or
understanding other than with the directors anit@f§ of Digital acting within their capacities &sch. There are no family relationships
between any of the directors and executive offioéiBigital.



VOTE REQUIRED FOR THE ELECTION OF DIRECTORS

Directors will be elected from the nominees reaavihe highest number of affirmative votes of thares of Common Stock present and
voting at the Annual Meeting. Each share of Comi8tatk which is represented, in person or by prakxyhe Annual Meeting will be
accorded one vote on each nominee for directogsgnbne or more shareholders express an inteotexetcise the right of cumulative
voting, in which case all shares will be accordszl¢umulative voting rights described under theioapg'Record Date and Voting Rights",
above.

THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT SHAREHOLDERS VOTE FOR
ALL OF THE FIVE (5) ABOVE-LISTED NOMINEES.
BACKGROUND OF EXECUTIVE OFFICERS AND DIRECTORS.

EDWARD L. LAMMERDING. Mr. Lammerding is Chairman diie Board of the Company and has been a Diretttoe 4989. Since
November, 1995, Mr. Lammerding has also servedrasr@an of the Board of Alternative Technology Reses, Inc., and from 1983 to t
end of 1996 he served as Chairman of the BoardeofeéSResources Corporation, a venture capitalstment firm which was voluntarily
dissolved in December 1996. Currently, Mr. Lammegds serving as a director or chairman of the t@drthree other organizations,
including Public Affairs Information, Inc., a ledggive bill reporting service, Unicube U.S.A., Ina.hospital curtain manufacturer, and Fulton
Water Co., a domestic water supply company. Mr. in@mting also serves on the board of the Sacranttwmgb Committee of St. Mary's
College, and the Marine Corps Historical Foundatddn Lammerding received an A.B. in Economics fr8tm Mary's College.

PHILIP M. LEE. Mr. Lee has served as a Directothaf Company since 1991. He has over 40 years experin supermarket management
and is a general partner of J & P Properties, llegate management and investment company. &atintly, Mr. Lee was also a director of
Sierra Resources Corporation. He received a aatdiin management from American River College.

THOMAS W. O'NEIL, JR. Mr. O'Neil has served as adator of the Company since 1991. He is a certifieldlic accountant and has been a
partner of Schultze, Wallace and O'Neil, CPAs, sib@891. Mr. O'Neil is a retired partner of KPMG Pielarwick. Mr. O'Neil is also a
director of the California Exposition and StaterF&hairman of the Board of the Regional Creditdksation, and a director of Alternative
Technology Resources, Inc. Mr. O'Neil is a gradwétst. Mary's College.

ROBERT O. SMITH. Mr. Smith joined the Company in\eonber 1989 as its Chief Executive Officer and &sractor, and in May 1996 he
was also made President of the Company. From 1880dh 1989, Mr. Smith held various executive posg with Computer Products, Inc.,
a manufacturer of power conversion products andstréhl automation systems (including position¥&® President/Group Controller of the
Power Conversion Group, General Manager of the @avep Division, and President of the Boschert subsy). From 1978 to 1980, Mr.
Smith was Cost Accounting Manager at Harris Comp8jstems. Mr. Smith received a B.S. in Businesmifugstration from the Ohio
University and completed numerous courses in tH&.M.program at Kent State University.

CLAUDE ADKINS. Mr. Adkins was the Company's Presitirom September 1987 to May 1996, and Executiie Yresident and Vice
President of Engineering from May 1996 to the pnesdr. Adkins has been responsible for marketiog/@r supplies and for new product
development for the Company since the inceptioth@fpower supply line of products. From August 18¥3anuary 1978, Mr. Adkins was a
technical sales representative for Richards Assesia manufacturer's representative organizati®an Jose, California. t



received an A.A. degree from El Camino Junior Gleand a B.S. degree in Industrial TechnologyHedtronics from California State
University at Long Beach.

PHILIP G. SWANY. Mr. Swany joined the Company as@ontroller in 1981. In February 1992, he left @@mmpany to serve as the
Controller for Crystal Graphics, Inc., a 3-D gragghsoftware development company. In September 18855 wany returned to the Company
where he was made Vice President- Finance. In & 1he was named Chief Financial Officer and Sagyef the Company. Mr. Swany
received a B.S. degree in Business Administratidncounting from Menlo College, and attended graeleaurses in business administration
at the University of Colorado.

COMMITTEES OF THE BOARD.

The Board has an Audit Committee and a Compens@tonmittee. The Audit Committee consists of Mesisasnmerding, Lee, and O'Neil,
and the Compensation Committee consists of Me@akgil and Lee. The Board does not have a Nomigafiommittee.

The primary functions of the Audit Committee aredgiew the scope and results of audits by the Gowy'g independent auditors, the
Company's internal accounting controls, the noritagdvices performed by the independent accousitand the cost of accounting services.

The Compensation Committee administers the Compdi®@6 Stock Option Plan and approves compensaéonyneration, and incentive
arrangements for officers and employees of the Gomp

The Board met six times during 1996, and the AGdinmittee and the Compensation Committee each neetime during 1996. Each
Director attended at least seventy-five percethefmeetings of the Board and of the committees ugluich he serves.

EXECUTIVE COMPENSATION.

The following table sets forth the Compensatiothef Company's president and chief executive offiteing the past three years. No other
officer received annual compensation in excessLo000.

SUMM ARY COMPENSATION TABLE
Annual Compensat ion Awards Payouts
Restricted Securities LT IP All Other

Name and Principal Other Annual Stock  Underlying Pay outs Compensa-
Position Year Salary Compensa tion ($) Award(s) ($) Options (#) ( $) tion
Robert O. Smith 1996 $110,000 $ 0 $0 61,500{(1)} $ 0 $0
President and CEO 1995 $105,000 $ 0 $0 0 $ 0 $0

1994 $100,000 $ 0 $0 0 $ 0 $0

(1) In August 1996, Mr. Smith received options tojaire 61,500 shares of common stock at $1.80hmespursuant to the 1996 Stock
Option Plan. The options are subject to a-year vesting period before they can be exerc



Effective October 1, 1996, the Company and Mr. 8rhdve entered into an employment contract whighiteates on December 31, 1999.
Under the terms of Mr. Smith's employment contriit, Smith shall serve as president and chief etkeewfficer of the Company and his
salary shall be $150,000 per annum effective Jgnliat997, increasing to $175,000 per annum onalgnl 1998, and to $200,000 per
annum by January 1, 1999. Mr. Smith's salary f@61®as $110,000. In addition, pursuant to Mr. Staitiontract, he shall have the right to
receive on the first business day of each Januaiipglthe term of his contract options to acquid@,000 shares of Common Stock at the
lower of market value as of such date or the avecdgsing price for the first six months of eacliyef his contract. Finally, pursuant to Mr.
Smith's employment contract, in the event thegedhange in control of the Company, Mr. Smith shalfranted a five year consulting
contract at $200,000 per year.

COMPLIANCE WITH SECTION 16(A) OF THE SECURITIES EXC HANGE ACT OF 1934

Section 16(a) of the Securities Exchange Act of41@Rjuires Digital's Directors, Executive Officeasd persons who own more than 10% of
Digital's outstanding common stock to file repat®wnership and changes in ownership with the SBifectors, Executive Officers, and
shareholders of more the 10% of Digital's commaslstre required by SEC regulations to furnish faigiith copies of the Section 16(a)
forms they file.

Based solely on a review of the copies of such fofumnished to Digital, or written representatidimnat such filings were not required, Digital
believes that, during the calendar year 1996, &dtiSn 16(a) filing requirements applicable toDisectors and Officers were complied with.

STOCK PLANS

EMPLOYEE STOCK PURCHASE PLAN. The Company has addpin Employee Stock Ownership Plan ("ESOP") irfaromity with

ERISA requirements. As of December 31, 1996, thO@E8wns, in the aggregate, 173,333 shares of thg&ay's Common Stock. In June
1996, the ESOP entered into a $500,000 loan withJ®ae National bank to finance the purchase oeshahe Company has guaranteed the
repayment of the loan, and it is intended that Camypcontributions to the ESOP will be used to piiyhe loan. All employees of the
Company participate in the ESOP on the basis @& lef.compensation and length of service. Partiaypan the ESOP is subject to vesting
over a six-year period. The shares of the Company's CommaekStwned by the ESOP are voted by the ESOP trudtée Smith, Presidel
and Chief Executive Officer of the Company, is oféwo trustees of the ESOP.

1996 STOCK OPTION PLAN. The Company has establish&896 Stock Option Plan (the "1996 Plan"). Theppse of the 1996 Plan is to
encourage stock ownership by employees, officerd directors of the Company to give them a grgadesonal interest in the success of the
business and to provide an added incentive to moatio advance in their employment by or serviagléoCompany. A total of 513,000
options are authorized to be issued under the Bfamhich 303,500 options have already been issDéthese stock options, 275,500 vest
after two years and 28,000 vest over a four yeao@eThe 1996 Plan provides for the grant of eiiheentive or non-statutory stock options.
The exercise price of any incentive stock opticenged under the 1996 Plan may not be less than td@ké fair market value of the
Common Stock of the Company on the date of grame. f&ir market value for which an optionee may tanted incentive stock options in
any calendar year may not exceed $100,000. Shalogecsto options under the 1996 Plan may be pseth&or cash. Unless otherwise
provided by the Board, an option granted unded®f6 Plan is exercisable for ten years. The 1986 Rladministered by the Compensation
Committee which has discretion to determine op&sn¢éhe number of shares to be covered by eactnopiie exercise schedule, and other
terms of the options. The 1996 Plan may be amet



suspended, or terminated by the Board, but no aaiibn may impair rights under a previously grardption. Each incentive stock option is
exercisable, during the lifetime of the optioneslyso long as the optionee remains employed byCtirapany. No option is transferrable by
the optionee other than by will or the laws of adegand distribution.

OTHER STOCK OPTIONS

The Company, as of December 31, 1996, has outsiguaghtions to acquire 235,500 shares of commork stb$1.80 per share. These options
were granted to employees in May 1993 and vest @V¥eur-year period.

401(K) PLAN

The Company has adopted a tax-qualified employ@iegaand retirement plan (the "401(k) Plan"), whinerally covers all of the
Company's full-time employees. Pursuant to the K)OR[an, employees may make voluntary contributimnthe 401(k) Plan up to a
maximum of six percent of eligible compensatione3é deferred amounts are contributed to the 4®1ék). The

401(k) Plan permits, but does not require, additionatching and Company contributions on behaRlah participants. The Company
matches contributions at the rate of $.25 for é&ich0 contributed. The Company can also make disogry contributions. The 401(k) Plan
is intended to qualify under Sections 401(k) anti(@pof the Internal Revenue Code of 1986, as aserdontributions to such a qualified
plan are deductible to the Company when made aitldeng¢he contributions nor the income earned as¢hcontributions is taxable to Plan
participants until withdrawn. All 401(k) Plan coiltintions are credited to separate accounts magadaimtrust.

The following table sets forth the options grarntedir. Smith during the past fiscal year.

OPTION GRANTS IN LAST FISCAL YEAR
Individual Grants

% of Total Options

Number of Securities Granted to Exercise or
Underlying Options Employees in Fiscal Base Price Ex piration
Name Granted (#) Year ($/Sh) Date
Robert O. Smith 61,500{(1)} 22.3% $1.80 M ay 2006

(1) The options granted to Mr. Smith are subje@ two year vesting period before they may be ésedc

The following table sets forth the number of opi@xercised by Mr. Smith and his fiscal year entibopvalues.

AGGREGATED OPTION E XERCISES IN LAST FISCAL YEAR
AND FIS CAL YEAR-END OPTION VALUES
Number of Unexercised  Value of Unexercised
Options at FY-End (#) In-the-M oney Options
at FY-E nd ($){(1)}
Shares Acquired on Exercisable/ Exerci sable/
Name Exercise (#) Value Realized ($) Unexercisable Unexer cisable
Robert O. Smith 18,022 $5 3,060 124,400 Exercisable/ $627 ,986/
74,000 Unexercisable $306 ,360

(1) Market price at December 31, 1996, for a slvai@mmon stock was $5.9



PRINCIPAL SHAREHOLDERS

The following table sets forth, as of April 1, 19@€rtain information with respect to the benefiolnership of shares of Digital common
stock by all shareholders known by Digital to be Beneficial owners of more than five percent efahtstanding shares of such common
stock, all Directors and Executive Officers of Régiindividually, and all Directors and all ExeodiOfficers of Digital as a group. As of
April 1, 1997, there were 2,520,775 shares of comstock outstanding.

No. of Shares

Name Common S tock{(1)} Percent
Rhodora Finance Corporation Limited 183, 464 7.28%
80 Broad Street
Monrovia, Liberia
Digital Power - ESOP 173, 333 6.88%
41920 Christy Street
Fremont, CA 94538
Edward L. Lammerding, 119, 560{(2)} 4.67%
Chairman of the Board
Philip M. Lee, 101, 750{(3)} 3.99%
Director
Thomas W. O'Neil, Jr., 55,0 00{(4)} 2.16%
Director
Robert O. Smith, 430, 233{(5)} 15.49%

Director and Chief Executive Officer

Claude Adkins, 84, 000{(6)} 3.24%
Director and Vice President

Philip G. Swany, 20, 000{(7)} *
Chief Financial Officer

All Directors and Executive Officers
as a group (6 persons) 860, 543{(8)} 28.99%

Footnotes To Table
* Less than one percent.

(1) Except as indicated in the footnotes to thidetathe persons named in the table have solegatinl investment power with respect to all
shares of common stock shown as beneficially oviryetthem, subject to community property laws wheggliaable.

(2) Includes 38,440 shares subject to options aardants exercisable within 60 days. Excludes 24db@0es owned by Mr. Lammerding's
adult children and to a family corporation to whidh. Lammerding disclaims beneficial ownership.

(3) Includes 59,750 shares held by a family trdistltich Mr. Lee is a trustee and 32,000 sharesestildp options and warrants exercisable
within 60 days.

(4) Includes 30,000 shares subject to options aadants exercisable within 60 da



(5) Includes 256,900 shares subject to optionsreardants exercisable within 60 days. Also inclutié3,333 owned by the Digital Power
ESOP of which Mr. Smith is a trustee.

(6) Includes 70,000 shares subject to options aaants exercisable within 60 days.
(7) Represents 20,000 shares subject to optiornsisable within 60 days.

(8) Includes 447,340 shares subject to optionsnaardants and exercisable within 60 days. Also ideki173,333 shares owned by the Digital
Power ESOP of which Mr. Smith is a trustee and bmgeemed a beneficial owner.

PROPOSAL NO. 2
RETENTION OF HEIN + ASSOCIATES, LLP
AS INDEPENDENT AUDITOR

On June 24, 1996, Digital engaged Hein + AssociatieB as its independent auditor. The engagemeRedi + Associates, LLP was
recommended and approved by Digital's Audit ConmeaitThe Board of Directors considers it desiraltde its engagement of the firm Heil
Associates, LLP as independent auditor for the Gowiand its subsidiaries for the year 1997 beiedltidy the shareholders. If not otherwise
specified, proxies will be voted in favor of ratdition of the appointment.

If the shareholders do not approve the engageniéti¢io + Associates, LLP as its independent augditer Board will consider another
candidate.

A representative of Hein + Associates, LLP may téh@ Meeting to make a statement and to respoagoopriate questions.
THE BOARD OF DIRECTORS UNANIMOUSLY RECOMMENDS THAT SHAREHOLDERS VOTE TO
RATIFY THE RETENTION OF HEIN + ASSOCIATES, LLP AS A UDITOR FOR THE COMPANY.
CHANGE IN ACCOUNTANTS

In June 1996, the Company decided to retain Hekgsociates LLP as the Company's independent acaotsrand dismissed Villanueva,
Purcell & Co., the Company's former accountantg décision to change independent accountants wsdand approved by the
Company's Board of Directors in June 1996. Durirgrelationship between the Company and VillanuPuacell & Co., there were no
disagreements regarding any matters with respestdounting principles or practices, financial esta¢nt disclosure, or audit scope or
procedure, which disagreements, if not resolvetié¢csatisfaction of the former accountants, woaldehcaused Villanueva, Purcell & Co. to
make reference to the subject matter of the disageat in connection with its report. The formeraaotants' reports were for the years er
December 31, 1994 and 1993. Such reports did miatoan adverse opinion or disclaimer of opiniomualification of modifications as to
uncertainty, audit scope or accounting principla$or to retaining Hein + Associates LLP, the Comphad not consulted with Hein +
Associates LLP regarding accounting princip



CERTAIN TRANSACTIONS
SIERRA RESOURCES CORPORATION

Sierra Resources Corporation was a venture caypitapany registered as a business development conupaier the Securities Act of 1933.
Edward L. Lammerding, Chairman of the Board of @@npany, was the founder of Sierra Resources Catiparand, from 1983 until 1996,
served as its chairman of the board. Previouslynbtiwithin the past two fiscal years, Sierra Reses assisted the Company in financing
through loans. Sierra Resources Corporation wameipal shareholder of the Company. In August 19%6rra Resources received warrants
to purchase 100,000 shares of common stock at $08hare for providing certain administrative éindncial advice to the Company. On
December 17, 1996, Sierra Resources dissolvediatiibdted to its shareholders shares of Digitahown stock and warrants.

OTHER MATTERS AND ADDITIONAL INFORMATION
OTHER MATTERS

The Board of Directors of Digital knows of no othmatters that may or are likely to be presentdti@iMeeting. However, in such event, the
persons named in the enclosed form of proxy witevauch proxy in accordance with their best judgenresuch matters pursuant to
discretionary authority granted in the proxy.

Shareholders should direct any requests for additimformation to Digital Power Corporation, 4190risty Street, Fremont, California,
94538.

SHAREHOLDER PROPOSALS

Shareholder proposals to be included in Digitaksp statement and proxy for its 1998 Annual Megtinust meet the requirements of Rule
14a-8 promulgated by the SEC and must be receiy&idital no later than Friday, December 5, 1997.

ALL SHAREHOLDERS ARE URGED TO EXECUTE THE ACCOMPANNG PROXY AND TO RETURN IT PROMPTLY IN THE
ACCOMPANYING ENVELOPE. SHAREHOLDERS MAY REVOKE THPROXY IF THEY DESIRE AT ANY TIME BEFORE IT IS
VOTED.

Digital Power Corporation By Order of the Boardifectors

Edward L. Lammerding Chairman of the Board Apri| 1297



DIGITAL POWER CORPORATION
41920 CHRISTY STREET, FREMONT, CA 94538

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF D IRECTORS

The undersigned hereby appoints Robert O. SmitrEaiwehrd L. Lammerding, and each of them, as proxidsthe power to appoint his or
their successor, and hereby authorizes them tesept and to vote, as designated below, all theslwd common stock of DIGITAL
POWER CORPORATION ("Digital"), held of record byetindersigned on April 1, 1997, at the Annual Megetf Shareholders to be held
on May 21, 1997, at 10:00 a.m. (PDT), at the NewRrkmont Hilton Hotel located at 39900 BalentinévB, Newark, California, 94560, and
at any and all adjournments thereof.

1. Election of Directors.

FOR all nominees listed below WITHOUT AUTHORITY
(except as marked to the contrary below) (to vote for all Nominees
below)

(INSTRUCTIONS: TO WITHHOLD AUTHORITY TO VOTE FOR AN INDIVIDUAL
NOMINEE, STRIKE A LINE THROUGH THE NOMINEE'S NAME I N THE LIST BELOW.)

Edward L. Lammerding Philip M. Lee Thomas W. O'Néil
Robert O. Smith Claude Adkins
2. Approval of retention of Hein + Associates, LIG®rtified Public Accountants, as the independenitar of Digital.
FOR AGAINST ABSTAIN
3. In their discretion, the proxies are authoriesote upon such other business as may propeniedmefore the Meeting.

THIS PROXY, WHEN PROPERLY EXECUTED, WILL BE VOTEINITHE MANNER DIRECTED HEREIN BY THE UNDERSIGNED
SHAREHOLDER. IF NO DIRECTION IS MADE, THIS PROXY

WILL BE VOTED FOR THE FIVE ABOVE-LISTED DIRECTOR NMINEES AND FOR PROPOSAL NO. 2.

Please sign exactly as name appears on the shtifieates. When shares are held by joint tenam#h) should sign. When signing as
attorney, executor, administrator, trustee, or diaar, please give full title as such. If a corpmnat please sign in full corporate name by
president or other authorized officer. If a parshgp, please sign in partnership name by authorpeesion.

Name (Print) Name (Pri nt) (if held jointly)
Dated:
Signature Signature (if held jointly)
(Address) (Address)

I will will not attend the Meeting. Numbafrpersons to attend:

PLEASE MARK, SIGN, DATE, AND RETURN THE PROXY PROMP TLY USING THE ENCLOSED ENVELOPE.

End of Filing
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