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PART | — FINANCIAL INFORMATION

ITEM 1 — FINANCIAL STATEMENTS (UNAUDITED)

Vector Intersect Security Acquisition Corp.

(a corporation in the development stage
Balance Sheet:

ASSETS

Current assets:

Cash

Cash and cash equivalents, held in trust
Prepaid Expenses

Total current and total assets

LIABILITIES AND STOCKHOLDERS ' EQUITY (DEFICIENCY)
Current liabilities:

Deferred underwriting fees

Accrued expenses

Accrued interest on notes payable, stockholders
Advance from Shareholder

Income taxes payable

Notes payable, stockholde

Total current liabilities

Common Stock, subject to possible redemption, 148®shares, at
redemption price of $7.62 per share

Commitments and Contingencie

STOCKHOLDERS' EQUITY

Preferred stock, $0.001 par value

Authorized 1,000,000 shares; none issued

Common stock, $0.001 par value Authorized 50,000 $tares Issued and

outstanding 1,875,000 shares and 9,375,000 at Dmre3d, 2007 and
March 31, 2008

Additional paid-in-capital
Retained earnings during the development stage
Total stockholders’ equity

Total liabilities and stockholders’ equity

See notes to financial statements.

March 31, December 31
2008 2007
(Unaudited) (Audited)
$ 467,633 $ 569,723
58,399,532 58,309,161
66,889 94,444
$ 58,934,054 $ 58,973,328
$ 2,340,000 $ 2,340,000
1,960 79,024
21,251 9,481
8,820 8,820
— 85,000
105,000 205,000
2,477,031 2,727,325
$ 11,261,242 $ 11,144,242
9,375 9,375
44,322,734 44,439,734
6883, 652,652
45,195,781 45,101,761
$ 58,934,054 $ 58,973,328
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Vector Intersect Security Acquisition Corp.
(a corporation in the development stage
Statements of Operation
(Unaudited)

Interest Income
Operating expenses
Income (loss) before interest expense and incoresta
Interest expense — related party
Income before provision for income taxes
Provision for income taxes
Net income (loss) for the peric
Weighted average shares outstanding —
basic
diluted
Net income (loss) per sha— Basic
Net income (loss) per she— Diluted

For the
period from
Three Months Ended i];lge;iof\;)(t);
March 31,
March 31, 2008 March 31, 2007 2008
$ 363,738 $ — $ 1,710,660
255,683 24,106 835,373
108,055 (24,106 875,287
1,770 2,836 29,988
106,285 6,922 845,299
(104,735 — (18,373
$ 211,020 $ (26992 $ 863,672
9,375,000 1,875,000 4,431,922
11,861,296 1,875,000 10,179,274
$ 002 % (0.0p $ 0.19
$ 0.02 $ (0.0 $ 0.08

See notes to financial statements.
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Vector Intersect Security Acquisition Corp.
(a corporation in the development stage
Statement of Stockholders Equity (deficit)

Deficiency
Accumulated Total
Common Stock During the Stockholders’
Additional Developmen Equity
Shares Amount Paid-in capital Stage (Deficit)

Balances at December 31, 2005 1,875,000 $ 1,875 $ 3,122 $ (67,116 % (42,119
Net loss for the perio — — — (77,534 (77,534
Balances at December 31, 2006 1,875,000 1,875 23,12 (144,650 (119,650
Private placement — April 25, 2007 187,500 187 9,893 — 1,500,000
Common shares issued September 30, 2007

at $8 per share 7,312,500 7,313 58,492,687 — 586800
Expenses of the Offering — — (4,431,649 — (4,431,649
Proceeds subject to possible redemption of

1,462,499 shares — — (11,144,242 — (11,144,243
Net income for the peric — — — 797,302 797,302
Balances at December 31, 2007 9,375,000 9,375 ax 23 652,652 45,101,761
Adjustment to value of shares subject to

possible redemption — — (117,000 — (117,000
Net income for the perio — — 211,020 211,020
Balances at March 31, 2008 9,375,000 $ 9,375 $ 44,322,734 $ 863,672 $ 45,835,7

See notes to financial statements.
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Vector Intersect Security Acquisition Corp.
(a corporation in the development stage
Statements of Cash Flow
(Unaudited)

Cash flows from operating activities:

Three Months Ended

March 31, 2008 March 31, 2007

For the period
from July 19, 200t
(inception) to
March 31, 2008

Net income (loss $ 211,020 $ (26992 % 863,672
Adjustments to reconcile net income (loss) to rshc
provided by operating activities:
Changes in:
Accounts payable and accrued expenses (7y,064 7,331 1,960
Prepaid Expenses 27,555 — (66,88p
Income taxes payable (85,000 — —
Accrued interest on notes payable, stockholders 7701, 2,836 21,251
Net cash provided by (used in) operating activities 88,281 (16,77p 819,994
Cash flows from Investment activities:
Payment to trust account (90,379 — (58,399,532
Net cash used in investing activitie (90,37) — (58,399,532
Cash flows from financing activities:
Proceeds from advances from stockholder — — 8,820
Proceeds from sale of shares of common stock — ,00D5
Proceeds from notes payable, stockholders — 848,7
Proceeds of note payable stockholders (100,000 — (243,79)
Proceeds from private placement — — 1,500,000
Proceeds from initial public offering — — 58,500000
Payment of expenses of offering — — (2,091)649
Net cash provided by (used in) financing activitie (100,000 — 58,047,171
Net increase in cast (102,090 (16,775 467,633
Cash at the beginning of the perioc 569,723 24,279 —
Cash at the end of the perioc $ 467,633 7,504 467,633
Supplemental Disclosure of no-cash financing activities
Cash paid for interest $ — $ 8,734 $ 8,734
Accruals of deferred offering cost $ — $ 17,500 $ 2,340,000

See notes to financial statements.
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Vector Intersect Security Acquisition Corp.
(a development stage company)

Notes to Condensed Financial Statemer

1. Organization, Proposed Business
Operations and Summary of Significant
Accounting Policies

March 31, 2008

Basis of Presentation

The financial statements of Vector Intersect Séguri
Acquisition Corporation (the “Company”), for the

three months ended March 31, 2008 and 2007, arttidor
period from July 19, 2005 (inception) to March 3008, are
unaudited. In the opinion of management, all adjestts
(consisting of normal adjustments) have been miaatestre
necessary to present fairly the financial positibthe
Company as of March 31, 2008 and the results of its
operations and its cash flows for the three moatided
March 31, 2008 and 2007, and for the period of from
July 19, 2005 (inception) to March 31, 2008. Opatatesults
for the interim periods presented are not necdgsadicative
of the results to be expected for the full fiscady. The
balance sheet as of December 31, 2007 has beered&wom
the audited financial statements.

Vector Intersect Security Acquisition Corporatiding
“Company”) was incorporated in Delaware on Jul, 2005
as a blank check company. It's objective is to aegthrough
a merger, capital stock exchange, asset acquisitiother
similar business combination (as defined below® onmore
businesses in the homeland security, national gg@urd/or
command and control industries.

The registration statement for the Company’s ihfiizgblic
offering (the “Public Offering””) was declared eftive on
April 25, 2007. The Company completed a private@taent
(the “Private Placement”) and received gross pexts of
$1,500,000 on April 25, 2007. The Company consurachat
the Public Offering on May 1, 2007 and receivedsgro
proceeds of $58,500,000. The Company’s managenasnt h
broad discretion with respect to the specific aggtion of the
net proceeds of the Private Placement and the®0lffiéring
(collectively the (“Offerings”) each as describ@dNote 2),
although substantially all of the net proceedsef®fferings
are intended to be generally applied toward consaitimg a
business combination with a target company. As hsedin, a
“target business” shall include an operating Imgsis in the
homeland security or defense industries, or a coatigin
thereof, and a “business combination” shall méaa
acquisition by the Company of such a target businBsere is
no assurance that the Company will be able to effec
business combination successfully.
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Of the proceeds of the Offerings, $58,030,000 wasagl in a
trust account (“Trust Account”) at JP MorganChallew
York City, New York, maintained by American Stockahsfer
& Trust Company, the Company’s transfer agent. @hisunt
includes the net proceeds of the Public Offering the
Private Placement, and $2,340,000 of deferred writerg
compensation fees (the “Discount”) which will ipaid to
Rodman & Renshaw, LLC if, and only if, a business
combination is consummated. The funds in the TAesbunt
will be invested until the earlier of (i) the comsonation of the
Company’s first business combination or (ii) theidation of
the Trust Account as part of a plan of dissoluton
liquidation approved by our stockholders. Up to58D,000 of
interest income on the Trust Account may be usddrtd the
Company’s working capital requirements includingmpants
for legal and accounting fees to due diligence mspective
acquisitions and continuing general and administat
expenses.

After signing a definitive agreement for the acdgidgs of a
target business, the company will submit such aetisn for
stockholder approval. In the event (i) the Business
Combination is not approved by a majority of tharsls of
common stock or (i) 20% or more of the sharesashmon
stock held by the public stockholders vote agaimstBusiness
Combination and exercise their conversion rightcdbed
below, the Business Combination will not be consuatad.

With respect to the first Business Combination Wwhi
approved and consummated, any Public Stockholder wh
voted against the Business Combination may dentaatdhe
Company redeem its, his or her shares. The pee shar
redemption price will equal the amount in the Triashd, plus
interest (net of taxes payable and net of up t6(1L P00 of
interest income on the Trust Fund that may be tséghd the
Company’s working capital) calculated as of twoibass
days prior to the proposed Business Combinationded by
the number of shares of common stock held by Public
Stockholders at the consummation of the Public 1@fe
Accordingly, Public Stockholders holding approxielgt
19.99% of the aggregate number of shares owned Bylalic
Stockholders may seek redemption of their sharésdrevent
of a Business Combination. Such Public Stockholdezs
entitled to receive their per share interest inTthest Fund
computed without regard to the shares held byl
Stockholders.

Income Taxes

On January 1, 2007 the company adopted, FASB Issue
Interpretation No. 48, “Accounting for Uncertainity Income
Taxes — an Interpretation of FASB Statement

No. 10¢" (“FIN 48"). FIN 48 clarifies the accounting fo






Table of Contents

uncertainty in income taxes recognized in a comjzany
financial statements in accordance with SFAS N@, 10
“Accounting for Income Taxes.” FIN 48 prescribas
recognition threshold and measurement attributéhier
financial statement recognition and measuremeattak
position taken or expected to be taken in a taxmet-IN 48 is
effective for fiscal years beginning after Decembgy 2006.
The adoption of “FIN 48" had no effect on our &incial
condition or results of operation.

We recognize interest and penalties related tortaiogax
positions in income tax expense. The tax years 20086 and
2007 remain open to examination by the major taxing
jurisdictions to which we are subje

The effective tax rate differs from the statutaaerof 34%
due to the increase in the valuation allowance.

Use of estimates

The preparation of financial statements in conféymiith
accounting principles generally accepted in thetdéthBtates
of America requires management to make estimatgs an
assumptions that affect the reported amounts eftassd
liabilities at the date of the financial statemeamsl the
reported amounts of expenses during the reportnigpg.
Actual results could differ from those estimates.

Cash Equivalents

The Corporation considers all highly liquid investmts with
original maturities of three months or less to hstc
equivalents.

Concentration of Credit Risk

Financial instruments that potentially subject @wporation
to credit risk consist of cash and cash equivalértte
Corporation’s policy is to limit the amount of credxposure
to any one financial institution and place investtsewvith
financial institutions or in short-term money markands that
provide minimal exposure to interest rate and ¢nésk.

Earnings per Common Share

Basic earnings per share (“EPS”) is computed lwdihg net
income applicable to common stock by the weightestage
common shares outstanding during the period. l&RS
reflects the additional dilution for all potentialilutive
securities such as stock warrants.



Recent Accounting Pronouncement

Management does not believe that any recently dsdue not
yet effective, accounting standards if currentlp@teéd woulc
have a material affect on the accompanying findncia
statements.
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2. Offerings

3. Deferred Offering Costs

4. Advances from Stockholde!

5. Notes Payable, Stockholdet

On April 25, 2007 the Company sold 187,500 unita in
Private Placement, and on May 1, 2007 the Compaldy s
7,312,500 units in a Public Offering collectivithé

“Units”). Each Unit consists of one share of tBempany’s
common stock, $0.001 par value, and one commork stoc
purchase warrant (“Warrants™). Each Warrant desitthe
holder to purchase from the Company one sharerafiraan
stock at an exercise price of $5.00 per share fwWarrant
may be exercised on a cashless basis) commena@nigtér of
(a) one year from the effective date of the Publitering; or
(b) the completion of a Business Combination witarget
business and expiring four years from the datdef t
prospectus (unless earlier redeemed). The Wasant i
redeemable at a price of $0.01 per Warrant upotta3s
notice after the Warrant becomes exercisable, iortlye event
that (a) the last sales price of the common steek least
$11.50 per share for any 20 trading days withi®-#rdding-
day period ending on the third business day pdatate on
which notice of redemption is given.

The Company will use its best efforts to causegssteation
statement to become effective on or prior to the
commencement of the Warrant exercise period anasiatain
the effectiveness of such registration statemetil tine
expiration of the Warrants. The Warrants may no¢kercised
in the absence of an effective registration staterard, in the
event that the Company is unable to maintain tfect¥eness
of such registration statement until the expiratibthe
Warrants, and therefore is unable to deliver regist shares,
the Warrants may expire unexercised and worthlasso
event will the Company be required to net-casHestte
Warrants. Accordingly, the Company has determihed the
Warrants should be classified in stockholders’ gqupon
issuance in accordance with the guidance in EITE®0
“Accounting for Derivative Financial Instrumentsdexed to,
and Potentially Settled in, a Company’s Own Stack”

Deferred offering costs consist of legal, auditiragulatory
filing, underwriting fees and other costs incurrelated to the
Proposed Offerings that were charged to stockhsleeguity
upon receipt of the capital raised.

In March 2006 and in September 2006, a stockholder
advanced the Company a total of $8,820 and $22,950
respectively for operating expenses. The advangeris
interest bearing and is due on demand.

In addition to their purchase of the Company’s camnrsatock,
two of the Company’s stockholders and officers adea the
Company an aggregate of $205,000 in exchange feaumed
promissory notes. The notes bear interest at afat® per
annum with principal and
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6. Per Share Information

Numerator:

Net Income (Loss)
Denominator:

accrued interest due no later than the first amséug of the
initial public offering of the Company. During tigg@arter
ended March 31, 2008, the Company repaid $100,00%kse
loans.

The Company issued two additional notes with arregae
principal amount of $143,791 to SCP Private Equity
Management Company, LLC. The notes bore interestrate
of 5.5% per annum with principal and were repaidrduthe
fiscal year of 2007.

In accordance with SFAS No. 128, “Earnings Perr8fia
basic income per common share (“Basic EPS”) impated
by dividing the net income by the weighted-averagmber of
shares outstanding. Diluted income per common share
(“Diluted EPS") is computed by dividing the netdome by
the weighted-average number of common shares autil/di
common share equivalents then outstanding. SFASRB.
requires the presentation of both Basic EPS anat&llEPS
on the face of the Company’s Condensed Stateménts o
Income.

The following table sets forth the computation asiz and
diluted per share information

For the period

from July 19,
2005 (inception
Three Months Endec to March 31,
March 31 2008

2008 2007

$ 211,020 $ (26,992 $ 863,672

Weighted-average common shares outstanding 9,375,001,875,000 4,431,922
Dilutive effect of warrants 2,486,296 — 5,747,352
Weighted-average common shares outstanding, asgumin
dilution $ 11,861,296 $ 1,875,000 $ 10,179,274
Net Income (Loss) Per Sha
Basic $ 0.02 $ (0.0 $ 0.19
Diluted $ 0.02 $ (0.0 $ 0.08
7. Commitments In connection with the Public Offering the Compamyd to

the representative of the underwriter for $100 piioo to
purchase up to a total of 731,250 Units. The Us#aable
upon exercise of this option are identical to thoBered to
the public, except that the Warrants underlying tiption are
exercisable at $5.50 (110% of the exercise pridhef
Warrants included in the units sold in the Publftefing).
This option is exercisable at $8.80 per unit comeimanon the
later of the consummation of a Business Combinatizhone
year from the date of offerings and expiring fivaays fromn
the date of offerings.
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The option and the 731,250 units, the 731,250 shafre
common stock and the 731,250 Warrants underlyich su
units, and the 731,250 shares of common stock lyiaigr
such Warrants, have been deemed compensation by the
National Association of Securities Deale*"NASD”) and are
therefore subject to a 180-day lock-up pursuamute 2710
(9)(1) of the NASD Conduct Rules. Additionally, tbption
may not be sold, transferred, assigned, pledged or
hypothecated for a one-year period (including tredoing
180-day period) following the date of offerings.wiver, the
option may be transferred to any underwriter arecsed
dealers participating in the offering and their &dide officers
or partners.

The Company accounted for this purchase optioncastof
raising capital and will include the instrumenteagiity in the
financial statements. Accordingly, there will bemat impact
on the Company'’s financial position or results pémtions,
except for the recording of the $100 proceeds fitwensale.
The Company estimated, based upon a Black-Schaldglmn
that the fair value of the purchase option on thie @f sale is
approximately $3.40 per unit (or $2,486,250 indlygregate),
using an expected life of 5 years, volatility oR44and a risk-
free rate of 5%. However, because the Companyts i
not have a trading history, the volatility assuraptivas based
on information then available to management. THatiliby
estimate is derived using historical data of pubimpanies in
the proposed industry. The Company believes thatiib}
estimate calculated from these companies is a neaso
benchmark to use in estimating the expected vitjadif our
units; however, the use of an index to estimatatiity may
not necessarily be representative of the volatiftyhe
underlying securities. Although an expected lifdioé years
was used in the calculation, if the Company doés no
consummate a Business Combination with the presiione
period and it liquidates the option will become tidess.

The Company has engaged the representative of the
underwriters on a non-exclusive basis as an ageihé
solicitation of target for a Business Combinatidhe
Company has agreed to pay the representative of the
underwriters a transaction fee in cash equal ta88he
aggregate consideration paid by the Company insinBas
Combination with a target business the represemstati the
underwriters introduces to the Company, if suchiBess
Combination is consummated within twenty-four manoii
such introduction.

The Company has engaged the representative of the
underwriters, on a non-exclusive basis, as its &fgerthe
solicitation of the exercise of the Warrants. Te éxtent not
inconsistent with the guidelines of the NASD anel thles and
regulations of the Securities and Exchange

10
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Commission, the Company has agreed to pay the
representative of the underwriter for bona fidevieess
rendered a commission equal to 3% of the exercise for
each Warrant exercised more than one year aftatatecof
this prospectus if the exercise was solicited ley th
representative. In addition to soliciting, eithealty or in
writing, the exercise of the Warrants the represivd’s
services may also include disseminating informatéther
orally or in writing, to Warrant holders about tGempany or
the market for the Company’s securities, and asgigt the
processing of the exercise of the Warrants. No emsation
will be paid to the representative upon the exeroisthe
Warrants if:

The market price of the underlying shares of camm
stock is lower than the exercise price;

e The holder of the Warrants has not confirmed iitimg
that the representative solicited the exercise;

e The Warrants are held in a discretionary account;

 The Warrants are exercised in an unsolicitedstiation;
or

*  The representative has not provided to the haltlére
Warrants solicited for exercise a copy of the pezsps
with respect to the shares of common stock undeglthie
Warrants.

The Company has engaged Selway Partners LLC, &g ent
with which several of the Company’s officers ancediors are
affiliated for an aggregate monthly fee of $7,560dertain
administrative, technology, bookkeeping and sedadta
services, as well as, the use of limited officecepia New
Jersey.

On May 1, 2007, the Company entered into a $500,000
revolving credit agreement with SCP Private Equity
Management Company, LLC, of which the Company’seChi
Executive officer and one of its directors are mersbAny
amounts outstanding under the revolving credit egent will
bear interest at a rate of 5.5% per year. Any fundstanding
under the revolving credit agreement will become dand
payable by the Company upon our consummation of a
business combination. As of March 31, 2008, the Qamy
has not borrowed any amounts under this facility.

On October 29, 2007, the Company entered into egeagent
with SMH Capital to pay SMH a finders fee of 1%héy
introduce a company to Vector that Vector subsetiyien
acquires. The agreement included a list of comgathiat
SMH had identified and introduced. Included in thsttis
Cyalume Technologies. Vector is currently finalgits



acquisition of Cyalume and if the acquisition isnqeted,
SMH will be entitled to 1% of the fair market valoéthe
transaction.

11
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ITEM2 MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINA NCIAL CONDITION AND
RESULTS OF OPERATIONS

Overview

Vector is a blank check company organized undelaie of the State of Delaware on July 19, 2005.Weéee
formed to acquire, through merger, capital stoathexge, asset acquisition or other similar business
combination, one or more businesses in the homedaadrity, national security and/or command androbn
industries or businesses relating to the manufacaitiproducts for use in such industries. We intengtilize our
cash derived from the net proceeds of our offering,authorized and unissued shares of common &ferped
stock, debt or a combination thereof to effect sifiess combination. Our officers and directors reyreed that
they will not recommend to our shareholders thay thpprove a business combination with an entay ith
affiliated with any of our officers or directors; that is an entity in which any of our officersdirectors, or any
of their respective affiliates, has a direct oriiadt investment. Our officers and directors hageead not to
recommend to our shareholders a business comhinatib an entity with which they are affiliated poevent a
conflict of interest from developing that couldde@ liability for us in the future.

On February 14, 2008, Vector and its newly-formeldplly-owned subsidiary Cyalume Acquisition Corp.
(“Transaction Subsidiary™), entered into a stqukrchase agreement with Cyalume Technologies, Inc.
(“Cyalume”) and GMS Acquisition Partners Holdings.C (“Seller”), which owns 100% of the issueda
outstanding equity securities of Cyalume, purst@amthich the Transaction Subsidiary will acquireadithe
outstanding securities of Cyalume, resulting inlGye becoming an indirect wholly-owned subsidiafy o
Vector. The total transaction consideration is agjpnately $120,000,000, which consists of the repeyt of
certain debts in cash, the payment in cash oficepteferred obligations, and the issuance of shaf&ector’s
common stock. The purchase price will be adjustskd on net working capital on the closing dataetf
working capital is above $9,000,000, then the Camgpaust make a payment to the Seller, on a datladéllar
basis, for the amount the net working capital thateeds $9,000,000 in shares of the Company’s constock
(value at $7.97 per share). If the net working tzdji$ below $7,000,000 then the Company will betkel to
receive for cancellation shares of the Companyfsroon stock paid as part of the transaction conatater that
is in escrow (with each share valued at $7.97)th@rclosing date, 1,505,646 shares of the Compamytsnon
stock to be issued as part of the transaction deration will be placed in an escrow account. Tineant held
in escrow will be available for any purchase padgustment and/or indemnification obligation ofI8el

Vector intends to file a preliminary proxy staternegiating to the transaction with Cyalume with SE€C
promptly after this Quarterly Report on Form 10sQilied.

Forward Looking Statements

This Quarterly Report on Form 10-Q includes forwhroking statements within the meaning of Secti@A »f
the Securities Act of 1933, as amended, and Se2fiéof the Securities Exchange Act of 1934, asralee.
We have based these forward-looking statementsipowrent expectations and projections about éuaivents.
These forward-looking statements are subject tavknand unknown risks, uncertainties and assumptbosit
us that may cause our actual results, levels ofiggtperformance or achievements to be materidifferent
from any future results, levels of activity, perf@ance or achievements expressed or implied by feuatard-
looking statements. In some cases, you can idefatifyard-looking statements by terminology suchrasy,”
“should,” “could,” “would,” “expect,” “pla n,” “anticipate,” “believe,” “estimate,” ‘c ontinue,” or the
negative of such terms or other similar expressibastors that might cause or contribute to sudiserepancy
include, but are not limited to, those describedun other Securities and Exchange Commissiorgslimhe
following discussion should be read in conjunctidgth our unaudited Financial Statements and relBleis
thereto included elsewhere in this report.

Mo LTS LET) LENT3 Mo LETS LENT3

Critical Accounting Policies

The preparation of financial statements in confeymiith accounting principles generally acceptethia United
States of America requires management to make agtinand assumptions that affect the
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reported amounts of assets and liabilities at Hie df the financial statements and the reportesuans of
expenses during the reporting period. Actual reszduld differ from these estimates.

Deferred income taxes are provided for temporaffeminces between the carrying amount of assets and
liabilities for financial reporting purposes ane thmounts for tax purposes. Valuation allowancegpasvided
against the deferred tax asset amounts when theatézn is uncertain.

Vector purchases U.S. Treasury Bills and money ptarikvestments and holds these investments to ityatur
The investments are recorded at market value wdpginoximates their carrying amount and includesusst
interest.

Vector must seek stockholder approval to effectlausiness combination. Vector will proceed withusibess
combination only if a majority of the shares of aoon stock voted by the public stockholders aredartfavor
of the business combination, and public stockhalderning less than 20% of the shares sold in tfezin§
exercise their redemption rights and vote agahlresbusiness combination. Public stockholders vagajnst the
combination may demand that Vector redeem his oshares at an initial redemption price of $7.50gt@re
plus interest earned thereon in the trust accoattof taxes payable and up to $1,500,000 of isteneome
which may be released from the trust account td faur working capital. Accordingly, Vector has ddied the
contingent shares at $7.50 and related deferredeisit outside of permanent equity and liabilitrethie
mezzanine area on the balance sheet.

Results of Operations for the Three Month Period eded March 31, 200¢

We reported net income of $211,020 for the threetmperiod ended March 31, 2008. We incurred dasst of
$26,942 for the three-month period ended Marct280y. Until we enter into a business combinatioa will
not have revenues.

Overall, for the quarter ended March 31, 2008, meaiired $192,573 of consulting and professionad,fee

$27,555 of insurance expense, $35,555 of rent esqpand other operating costs. For the quarter ended
March 31, 2007, we incurred $8,356 of consultind professional fees, $15,750 of rent expense émet ot
operating costs.

Our trust account earned interest of $363,739%eithree months ended March 31, 2008.

Liquidity and Capital Resources

On April 25, 2007, we completed a private placenoérit87,500 units to our Chief Executive Officedame of
our directors and received net proceeds of $1.5omilOn May 1, 2007, we consummated our initiablp
offering of 7,312,500 units. Each unit in both gréevate placement and the public offering consistedne share
of common stock and one redeemable common stodhase warrant. Each warrant entitles the holder to
purchase from us one share of our common stock ekercise price of $5.00.

The net proceeds from the sale of our units, aféelucting certain offering expenses of approxinyatel

$4.0 million including underwriting discounts of@pximately $3.5 million, were approximately $54nlion.
Approximately $58.0 million of the proceeds frone tinitial public offering and the private placemerats
placed in a trust account for our benefit. Except#1.5 million in interest that is earned on theds contained
in the trust account that may be released to be tased as working capital, we will not be abladoess the
amounts held in the trust until we consummate énless combination. The trust account also contains
approximately $2.3 million of the underwriter's cpamsation which will be paid to them only in theetof a
business combination. The amounts held outsideeofruist account are available to be used by psowide for
business, legal and accounting due diligence ospgative acquisitions and continuing general and
administrative expenses. From July 19, 2005 (the ofour inception) through March 31, 2008, we had
operating expenses of approximately $579,690. EBi@rmoceeds deposited into the trust fund remaideposit
in the trust account earning interest. As of Ma8th2008, we had approximately $58,399,532 hettiértrust
account, which includes deferred underwriting fee$2,340,000. Additionally, as of March 31, 200& have
approximately $467,633 outside the trust accoufiid our working capital requirements.
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On May 1, 2007, we entered into a $500,000 revglaredit agreement with SCP Private Equity Managgme
Company, LLC, of which our Chief Executive Officemd one of our directors are members. Any amounts
outstanding under the revolving credit agreemefithear interest at a rate of 5.5% per year. Amydfu
outstanding under the revolving credit agreemelitbgicome due and payable by us upon our consuramatfi
a business combination. As of March 31, 2008, wkrw borrowed any amounts under this facility.

Vector will use substantially all of the net prodsef the initial public offering to acquire a tatdusiness,
including identifying and evaluating prospectivejaisition candidates, selecting the target busjreasd
structuring, negotiating and consummating the lrgsrcombination. To the extent that our capitalksie used
in whole or in part as consideration to effect aibess combination, the proceeds held in the &esbunt, as
well as, any other net proceeds not expended willded to finance the operations of the targenlessi

Assuming the release of the full amount of theregewe are entitled to receive from the trust aotowe
believe we will have sufficient available funds side of the trust account to operate through Ma009,
assuming that a business combination is not congiathduring that time. We do not believe we wikdeo
raise additional funds in order to meet the expiene$ required for operating our business. Howevermay
need to raise additional funds through a privaterofg of debt or equity securities if such funds eequired to
consummate a business combination that is presémtes] We would only consummate such a financing
simultaneously with the consummation of a busiessbination. We anticipate that we will need apprately
$35.0 million in financing to consummate the Cyadutransaction.

Our accrued expenses, as of March 31, 2008 weg&®1which includes accruals of approximately $0,88
professional fees associated with attorneys, atcaatsrand bankers and related expenses.

Commencing on April 25, 2007 we began incurringa df approximately $7,500 per month for officecgpa
We pay consultants approximately $12,000 per mémtkervices in connection with Vector’s reporting
obligations and in connection with Vector's sedimha target business.

Assuming the completion of the Cyalume acquisitector will incur approximately $25 million of nedebt in
connection with the transaction. At closing, Veatdll pay certain Cyalume obligations totaling apgimately
$80 million as of March 31, 2008, relating to Cyakiand notes payable to Cyalume shareholders. Meidto
also assume the current liabilities relating tooairts payable, accrued liabilities and billinggktess of costs
and estimated earnings on incomplete contracts.

Off-Balance Sheet Arrangement

Vector does not have any off-balance sheet arraagtm

ITEM 3 QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the sensitivity of income to changeterest rates, foreign exchanges, commodityegr equity
prices, and other market-driven rates or prices.avéenot presently engaged in and, if a suitabsenegs target
is not identified by us prior to the prescribedildption date of the trust fund, we may not engagany
substantive commercial business. Accordingly, veerent and, until such time as we consummate a esssin
combination, we will not be, exposed to risks aiged with foreign exchange rates, commodity prieggiity
prices or other market-driven rates or prices. fiéteproceeds of our initial public offering heldtire Trust
Account are to be invested only in money marketifumeeting certain conditions under Rule 2a-7 pigatied
under the Investment Company Act of 1940 or Un@tates Treasury Bills. Given our limited risk inrou
exposure to money market funds and treasury bitsdo not view the interest rate risk to be siguaifit.

ITEM4 CONTROLS AND PROCEDURES

An evaluation of the effectiveness of our disclescontrols and procedures as of March 31, 2008meaie
under the supervision and with the participatiolwf management, including our Chief Executive €&ifi
Based on that evaluation, our Chief Executive @fficoncluded that our disclosure
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controls and procedures are effective as of theoétite period covered by this report to ensur¢ itifarmation
required to be disclosed by us in reports thatileeof submit under the Securities Exchange Act384 is
recorded, processed, summarized and reported withitime periods specified in Securities and Ergea
Commission rules and forms. During the most regezgpleted fiscal quarter, there has been nofsigni
change in our internal control over financial répay that has materially affected, or is reasondikbly to
materially affect, our internal control over finaaaeporting.

ITEM 4T CONTROLS AND PROCEDURES
Not Applicable.
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PART Il — OTHER INFORMATION

ITEM1 LEGAL PROCEEDINGS

None.

ITEM 1A RISK FACTORS

In addition to the other information set forth imstreport, you should carefully consider the feztiscussed in
the section titled “Risk Factors” in our AnnuakRort on Form 10-K, filed on April 15, 2008, whicbuld
materially affect our business financial conditmrfuture results. The risks described in our AnfRegport are
not the only risks facing our Company. Additioniaks and uncertainties not currently known to uthat we
currently deem to be immaterial also may materiatlyersely affect our business, financial conditod/or
operating results. There have been no materialggsato the risk factors described in our Annuald®epn form
10-K.

ITEM 2 UNREGISTERED SALES OF EQUITY SECURITIES A ND USE OF PROCEEDS

On April 25, 2007, we consummated a private placgra€187,500 units. On May 1, 2007, we consummated
our initial public offering of 7,312,500 units. Haanit consists of one share of common stock amd on
redeemable common stock purchase warrant. EachavWamtitles the holder to purchase from us onessbfa
our common stock at an exercise price of $5.00.Urties were sold at an offering price of $8.00 peit,
generating total gross proceeds of $60,000,000mRaod& Renshaw, LLC acted as lead underwriter. The
securities sold in our initial public offering weregistered under the Securities Act of 1933 oegéstration
statement on Form S-1 (No. 333-127644). The Séesidind Exchange Commission declared the registrati
statement effective on April 25, 2007.

We incurred a total of $3,510,000 in underwritingounts and commissions and placement agentdéesich
$2,340,000 has been placed in the trust accounh ortion of the underwriter's compensation wiillyobe
paid to the underwriters in the event that we comsate a business combination. The total expenses in
connection with the sale of our units in the prevatacement and the initial public offering were6#B,843. No
expenses of the offering were paid to any of otedors or officers or any of their respectivelattes. All the
funds held in the trust account have been invdasteither Treasury Bills or Money Market Accounts.

After deducting the underwriting discounts and cdssions, placement agent fees and the offeringresqs the
total net proceeds to us from the private placeragadtthe initial public offering were approximately
$60,000,000, of which approximately $58,030,000§0:62 per unit sold in the offering) was deposited a
trust account and the remaining proceeds are d@aita be used to provide for business, legal @medunting
due diligence on prospective business combinatimiscontinuing general and administrative experdes.
amounts held in the trust account may only be byags upon the consummation of a business combmati
except that we may use up to $1,500,000 of thedstearned on the trust account to fund our wgrkampital
prior to a business combination. As of March 310&Ghere was $58,399,352 held in the trust accovumth
includes deferred underwriting fees of $2,340,0001¢ding deferred interest).

For a description of how we have been using thddurom our initial public offering, see ltem 2Rért I,
“Management’s Discussion and Analysis of Finan€@ahdition and Results of Operations.”

ITEM 3 DEFAULTS UPON SENIOR SECURITIES

None.

ITEM 4 SUBMISSION OF MATTERS TO A VOTE OF SECURI TY HOLDERS

None.

ITEM5 OTHER INFORMATION

None.

16




Table of Contents

ITEM 6 EXHIBITS

Exhibit

No. Description

311 Certification of the Chief Executive Officer (Pripal Executive, Accounting and Financial Officer)
pursuant to Rule 13a-14(a) of the Securities Exghakct, as amended.

321 Certification of the Chief Executive Officer pursudo 18 U.S.C. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

In accordance with the requirements of the Exchaxaiethe registrant caused this report to be sigmeits
behalf by the undersigned, thereunto duly authdrize

VECTOR INTERSECT SECURITY ACQUISITION CORP.

May 20, 2008 By: /s/ Yaron Eitan
Yaron Eitan

Chief Executive Officer (Principal Executi
Accounting and Financial Officer)
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Exhibit Index

Exhibit

No. Description

311 Certification of the Chief Executive Officer (Pripal Executive, Accounting and Financial Officer)
pursuant to Rule 13a-14(a) of the Securities Exghakct, as amended.

321 Certification of the Chief Executive Officer pursudo 18 U.S.C. 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.
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Exhibit 31.1

Certification
Pursuant to Rule 13«14(a) of the Exchange Ac

[, Yaron Eitan, certify that:

1.

| have reviewed this Form -Q of Vector Intersect Security Acquisition Cor

Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or omsitate
a material fact necessary to make the statemerds,nralight of the circumstances under which such
statements were made, not misleading with respetietperiod covered by this repc

Based on my knowledge, the financial statementsodimer financial information included in this repo
fairly present in all material respects the finahciondition, results of operations and cash floivihe
registrant as of, and for, the periods presenteldisgnreport;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disaie
controls and procedures (as defined in ExchangdrAiteds 13a-15(e) and 15d-15(e)) for the registaanit
we have

a. Designed such disclosure controls and proceduregused such disclosure controls and procedures
to be designed under our supervision, to ensutanhaterial information relating to the registrast i
made known to us by others within those entitiestigularly during the period in which this repat
being preparec

b. Evaluated the effectiveness of the registrant’sldfire controls and procedures and presentedsin th
report our conclusions about the effectiveness®fdisclosure controls and procedures, as of te en
of the period covered by this report based on sweluation; an

c. Disclosed in this report any change in the regmtsanternal control over financial reporting that
occurred during the registrant’s most recent fisgalrter that has materially affected, or is reabbn
likely to materially affect, the registré's internal control over financial reportir

The registrant’s other certifying officer and | lsadisclosed, based on our most recent evaluationterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard
of directors (or persons performing the equivafanttion):

a. All significant deficiencies and material weaknessethe design or operation of internal contralero
financial reporting which are reasonably likelyadversely affect the registrant’s ability to record
process, summarize and report financial informatond

b. Any fraud, whether or not material, that involveamagement or other employees who have a
significant role in the registre’s internal control over financial reportir

Date: May 20, 2008

s/ Yaron Eitan
Name: Yaron Eita

Title:  Chief Executive Office
(Principal Executive, Accounting




Financial officer)







Exhibit 32.1

Certification
Pursuant to 18 U.S.C. Section 135

Pursuant to U.S.C. Section 1350 of the SarbanesyOXtt of 2002 (subsections (a) and (b) of Section
1350, Chapter 63 of Title 18, United States Codagh of the undersigned officers of Vector Inter&scurity
Acquisition Corp. (the “Company”), does herebyrify, to such officer’s knowledge, that:

The Quarterly Report on Form 10-Q for the quartetesl March 31, 2008 of the Company fully complies
with the requirements of Section 13(a) or 15(dhef Securities Exchange Act of 1934 and information
contained in the Form 10-Q fairly presents, imaditerial respects, the financial condition and ltesaf
operations of the Company.

Date: May 20, 2008

/s/ Yaron Eitan
Name: Yaron Eital
Title: Chief Executive Offict

(Principal Executive, Accounting
Financial officer)




