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Item 1.01 Entry Into a Material Definitive Agreement
Item 3.02 Unregistered Sales of Equity Securities

On April 11, 2007, Acorn Factor, Inc. (the “Company”) completed the second and final closing of its previously
announced private placement of 10% Convertible Redeemable Subordinated Debentures due March 2011.

At the final closing the Company issued $2,605,000 principal amount of the Debentures, at par, and received gross
proceeds in the same amount. This brings the aggregate principal amount of Debentures issued in the offering, and
gross proceeds raised, to approximately $6.9 million.

From the date of issuance of the Debentures through the first anniversary of the initial closing, 50% of the outstanding
principal amount of the Debentures is convertible into shares of the Company’s Common Stock at a price of $3.80 per
share. Following the first anniversary of the initial closing, the Debentures will be convertible up to the entire
principal amount then outstanding.

In addition to the Debentures, at the final closing subscribers received a warrant exercisable for the purchase of a
number of shares equal to 25% of the principal amount of the Debentures purchased divided by the conversion price
of $3.80, resulting in the issuance at the final closing of Warrants to purchase 171,391 shares. The Warrants are
exercisable for shares of the Company’s Common Stock for five years at an exercise price of $4.50 per share and are
callable by the Company in certain circumstances. Warrants to issue an aggregate of 453,047 shares of Common
Stock were issued to subscribers in the offering.

Provided that a registration statement covering the resale by the subscribers of the shares underlying the Debentures
and Warrants is effective, the Company may redeem the outstanding principal amount of the Debentures, at par, in
whole or in part, with accrued interest through the date of redemption.

The Debentures bear interest at the rate of 10% per annum, payable quarterly. If the Company fails to redeem at least
50% of the total outstanding principal amount of the Debentures, plus accrued interest, by the first anniversary of the
initial closing, the annual rate of interest payable on the Debentures will be increased to 12%.

First Montauk Securities Corp. served as placement agent for the offering. Out of the gross proceeds received at the
final closing, the Company paid the placement agent commissions and expenses of approximately $325,100. In
addition, in connection with the final closing, the Company issued to the placement agent warrants to purchase an
additional 68,553 shares of Common Stock on the same terms as those issued to the subscribers. The total of
placement agent commissions and expenses paid in connection with the offering was $863,795 and the total number
of warrants issued to the placement agent was 181,211.

The issuance and sale of the Common Stock and Warrants was made to accredited investors in reliance upon the
exemption provided in Section 4(2) of the Securities Act of 1933, as amended (the “Securities Act”). As such, the
securities sold in the offering and/or issuable upon the conversion or exercise thereof have not been registered under
the Securities Act and may not be offered or sold in the United States absent registration or an applicable exemption
from the registration requirements. No form of general solicitation or general advertising was conducted in connection
with offering. Each of the the securities sold in the offering and/or issuable upon the conversion or exercise thereof
will contain restrictive legends preventing the sale, transfer or other disposition of such securities, unless registered
under the Securities Act.

In connection with the initial closing, the Company issued the press release annexed as Exhibit 99.1 hereto.

Item 9.01 Financial Statements and Exhibits.
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(d) Exhibits

99.1 Press Release dated April 12, 2007.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned hereunto duly authorized on this 12th day of April 2007.

ACORN FACTOR, INC.

By:  /s/ Sheldon Krause
Name: Sheldon Krause
Title: Secretary and General Counsel
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