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NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

CYALUME TECHNOLOGIES HOLDINGS, INC.
96 Windsor Street
West Springfield, Massachusetts 01089

To be held June 17, 2010

To the Stockholders of
Cyalume Technologies Holdings, Inc.

Natice is hereby given that the Annual Meetingtaf Stockholders of Cyalume Technologies Holdings, (the
“Company”) will be held on June 17, 2010 at 9:0@ .docal time at the offices of Loeb & Loeb LLP,3Rark Avenue, New
York, NY 10154. The meeting is called for the feliog purpose:

1. To elect a board of eleven directors;

2. To ratify the appointment of CCR LLP as the ipeledent auditors of the Company for the fiscal yeating December
31, 2010; and

3. To consider and take action upon such otheremsatts may properly come before the meeting omdjgurnment or
adjournments thereof.

The close of business on April 27, 2010 has beesdfas the record date for the determination afkétolders entitled to
notice of, and to vote at, the meeting. The stoakdfer books of the Company will not be closedisPof the stockholders
entitled to vote at the meeting may be examingdeaCompany’s offices during the 10-day period pdétg the meeting.

All stockholders are cordially invited to atteneé timneeting. Whether or not you expect to attend,arewespectfully
requested by the Board of Directors to sign, dateraturn the enclosed proxy card promptly. Stotddrs who execute proxies
retain the right to revoke them at any time prtte voting thereof. A return envelope which regsino postage if mailed in
the United States is enclosed for your convenieYioa.may obtain directions to the meeting by callour offices at (888) 858-
7881. This Proxy Statement, a form of proxy andraost recent Annual Report are available to vielinerat the following
internet addressttp://investor.cyalume.com/annual-proxy.cfm

By Order of the Board of Directors,

Derek Dunaway
President, Chief Executive Officer

Dated: April 30, 2010
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CYALUME TECHNOLOGIES HOLDINGS, INC.
96 Windsor Street
West Springfield, Massachusetts 01089

PROXY STATEMENT

ANNUAL MEETING OF STOCKHOLDERS

This Proxy Statement is furnished in connectiorhwlite solicitation of proxies by the Board of Dies of Cyalume
Technologies Holdings, Inc. (the “Company,” “Cyalefh“we,” “us,” or “our”) for the Annual Meeting o$tockholders to be
held at the offices of Loeb & Loeb LLP, 345 Parkefwue, New York, NY 10154 on June 17, 2010, at &:@@ local time and
for any adjournment or adjournments thereof, ferpghrposes set forth in the accompanying Notickrwfual Meeting of
Stockholders. Any stockholder giving such a proag the power to revoke it at any time before vtated. Written notice of
such revocation should be forwarded directly toSleeretary of the Company, at the above stateceasidr

If the enclosed proxy is properly executed andrretd, the shares represented thereby will be viatadcordance with the
directions thereon and otherwise in accordance thigjudgment of the persons designated as proXxigsproxy on which no
direction is specified will be voted in favor oftlactions described in this Proxy Statement anthioelection of the nominees
set forth under the caption “Election of Directbrs.

The approximate date on which this Proxy Stateraadtthe accompanying form of proxy will first beited to the
Company’s stockholders is May 11, 2010.

Your vote is important. Accordingly, you are urgedsign and return the accompanying proxy card gredr not you plan
to attend the meeting. If you do attend, you mag \ay ballot at the meeting and cancel any proeyipusly given.

VOTING SECURITIES

Only holders of shares of common stock, $.001 paresper share (the “Shares”), of record at theeclf business on April
27, 2010 are entitled to vote at the meeting. @rélcord date, the Company had outstanding antlieents vote 15,583,737
Shares. For purposes of voting at the meeting, 8aalne is entitled to one vote upon all mattetset@cted upon at the meeting.
A majority in interest of the outstanding Shargzresented at the meeting in person or by proxy sbaktitute a quorum. The
affirmative vote of a plurality of the votes presemperson or represented by proxy at the Annueétihg and entitled to vote
on the election of directors is required for thecéibn of our directors. The affirmative vote ahajority of the votes present in
person or represented by proxy at the Annual Mgedimd entitled to vote is required to ratify thgaiptment of CCR LLP,
independent certified public accountants, as odependent auditors.

Any Shares not voted (whether by abstention, brokervote or otherwise) will have no impact on éhection of directors,
except to the extent that the failure to vote foy adividual may result in another individual’seaving a larger proportion of
votes. Abstaining from voting on the ratificatioh@CR LLP is equivalent to a vote against such psas but broker non-votes
do not affect the outcomes of the votes on suchgzal. Except for determining the presence or afeseha quorum for the
transaction of business, broker non-votes are manted for any purpose in determining whether aenatas been approved.

VOTING

If you are a stockholder of record, you may votpénson at the annual meeting. We will give yowalobwhen you arrive.
If you do not wish to vote in person or you willtrize attending the annual meeting, you may votprbyy. If you received a
printed copy of these proxy materials by mail, yoay vote by proxy using the enclosed proxy cardvdte by proxy using the
enclosed proxy card (only if you received a printegy of these proxy materials by mail), completgn and date your proxy
card and return it promptly in the envelope prodide

If you vote by proxy, your vote must be receivedliy00 a.m. Eastern Time on June 17, 2010 to betedu

If you are not a stockholder of record, pleaseofelthe directions provided to you by your bank mier. If you wish to
vote in person at the meeting, please contact lyank or broker to learn the procedures necessajow you to vote your
shares in person.
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ELECTION OF DIRECTORS

PROPOSAL NO. 1

The Board of Directors has nominated the currestezi directors for re-election as directors to eenttil the next Annual
Meeting of Stockholders or until their successaoesaedected and shall qualify. It is intended ttat accompanying proxy will be
voted for the election, as directors, of the elepersons named below, unless the proxy containsaggrinstructions.

The Company has no reason to believe that anyeafitiminees will not be a candidate or will be uadblserve. However,
in the event that any of the nominees should beaamable or unwilling to serve as a director, thespas named in the proxy
have advised that they will vote for the electidrsiach person or persons as shall be designatétehyirectors.

The following pages set forth the names, ages amdtdr start dates of the eleven nominees foleetien to the Board of
Directors, their respective principal occupation®ief employment history for the past five yearsl the names of other
publicly-held companies of which each serves ordeased as a director during the past five years.

Winston Churchill , 69, has been our Chairman of the Board since 31aY006 and was our Secretary from June 22, 2007
through December 19, 2008. Mr. Churchill is alsnember of the Board of Directors of Cyalume Tecbgs, Inc. (“CTI"), a
wholly-owned subsidiary of the Company. Since 1946, Churchill has been a member of SCP Privatetifdlanagement,
LLC. From 1993 to the present he has been the Gor@han of CIP Capital Management, Inc., a managéemnpany, and a
Director of CIP Capital, Inc., an investment comyate is currently a Director of Innovative Solut®and Support, Inc.
(NASDAQ: ISSC), a company engaged in the desigmufeature, and sale of flight information compujdiest panel displays,
and monitoring systems; Amkor Technology, Inc. (ND¥8Q: AMKR), a supplier of semiconductor packagingldest services,
Rodman & Renshaw Capital Group (NASDAQ: RODM), B-$ervice investment bank providing corporate fioe, strategic
advisory and related services and Griffin Land &$daries, Inc. (NASDAQ: GRIF), a real estate anditmape nursery
business. Mr. Churchill is a past director (2002087) of Auxilium Pharmaceuticals, Inc. (NASDAQ: XU), a company that
develops and commercializes pharmaceutical prodacisologic and sexual health disorders. Mr. Chill holds a B.S. in
Physics, Summa Cum Laude, from Fordham UniveraityMA in Economics from Oxford University, where lwas a Rhodes
Scholar, and a JD law degree from Yale Law SchHdol.Churchill's extensive leadership, business fimancial experience
qualify him to serve as a director.

Yaron Eitan , 53, has been our Vice Chairman of the Board dimeember 19, 2008 and was our Chief Executivecexfi
and President from May 31, 2006 through DecembgeR@08. Mr. Eitan is also a member of the Boar®iéctors of CTI. Mr.
Eitan founded Selway Partners LLC; a holding comyfacused on technology investments, in 1998 arsdblen its President
and Chief Executive Officer since that time. Framy 2002 to the present, Mr. Eitan has been a mewil®CP Private Equity
Management Company, LLC, a private equity and ventapital management company. From 1989 to 1998ENan was the
Chief Executive Officer of Geotek Communications;.| a wireless technology and services companyBifian is the
Chairman of the Board of DVTel, Inc., a softwarel &ardware provider of IP-centric solutions for gretection of assets and
facilities, the Chairman of STI, a provider of edtion data management solutions, Magnolia Broadbadeveloper of
semiconductors for the wireless industry and thet iompany to provide mobile transmit diversitytteology and XVionics,
Inc. a global provider of integrated, combat-proeaterprise resource planning and operations mamagfesystems. Mr. Eitan
holds an M.B.A. from the Wharton School of Businekthe University of Pennsylvania. Mr. Eitan’s diaiship, business and
technology experience qualify him to serve as aatar.

Admiral (Ret.) Archie Clemins, 66, has been our Director since August 2005. Aaln@lemins has been President of
Caribou Technologies, Inc., an international cotmsglfirm he founded, since January 2000. Sinceidan2005, he has also
been a Venture Partner with Highway 12 Venturesnixal Clemins retired from the U.S. Navy in Decemb899 after serving
as the Commander in Chief of the U.S. Pacific Flpetvious commands included Command of the U.8eisa Fleet,
Command of the Pacific Fleet Training Command, Camednof Submarine Group Seven and Command of thaate USS
Pogy (SSN 647).
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Admiral Clemins currently serves on the Board afdbtors for Global Crossing, Ltd. (NASDAQ: GLBC)xteEnded Systems,
Inc., Healthwise, the Software Revolution and AdethElectron Beams. Admiral Clemins received a Bexh of Science
degree and Masters of Science degree from the téitiyef lllinois. Admiral Clemins’s leadership amdilitary experience
qualify him to serve as a director.

Thomas G. Rebar , 47, has served as our Director since August 87 20r. Rebar has been a Partner of SCP PrivatéyEqu
Management, LLC since 1996. Mr. Rebar is curreatlyirector of several companies, including Magn8liaadband and
Pentech Financial Services, Inc. Prior to joinir@PS Mr. Rebar was a Senior Vice President at CHartese Inc. from 1989 to
1996, the U.S. investment banking arm of Chartesbd®LC, a U.K. merchant bank. Before joining Chrdase, Mr. Rebar
was a member of the corporate finance departmeBdiaiters Trust Company from 1987 to 1989. Mr. Rebeeived his B.S.
summa cum laude from the University of Scrantonamdi1.B.A. from New York University Graduate SchabBusiness
Administration. Mr. Rebar’s leadership, business fimancial experience qualify him to serve asracior.

Doron Cohen , 56, has served as our Director since August 87 2BIr. Cohen is the founder and has been a Sewaidner
of Doron Cohen & Co. Law Offices since 1985. Mr.hea is also a member of the Executive Committeeia@hairman of the
Audit Committee of the Weizmann Institute of Sciema Israel since 1999. Mr. Cohen received his Iftdn Tel Aviv
University. Mr. Cohen’s leadership and businessegpce qualify him to serve as a director.

Joseph T. Gorman , 72, has served as our Director since August 2BB5Gorman is the retired Chairman and Chief
Executive Officer of TRW Inc. (NYSE: TRW), a proeidof advanced technology products and servicegoided TRW in
1968, becoming President and Chief Operating Qffitd985 and serving as Chairman and Chief Exeeu@ifficer from
December 1988 through January 2001. Mr. Gormarpasachairman of the U.S.-Japan Business Coundifeceived Japan’s
1994 Prime Minister’s Trade Award for his contrilomis to promoting improved U.S.-Japan trade retatidle has also served
on the boards of the U.S.-China Business Coundilthe Prince of Wales International Business Leafflerum and was a
trustee of the Center for Strategic and Internafi@tudies. Mr. Gorman currently serves on the BadDirectors of Alcoa,
Inc. (NYSE: AA) and is a retired Director of Proc& Gamble (NYSE: PG), Imperial Chemical Industriaad National City
Corp. (NYSE: NCC). Mr. Gorman received a bacheldegree from Kent State University and a JD froneMaw School. Mr.
Gorman’s leadership, global, business and techgaagerience qualify him to serve as a director.

Jason Epstein , 36, has been our Director since December 19, 2808s also a Director of CTl, a position heldcgir2007.
Mr. Epstein has been a Senior Partner of ColumlmeNPartners since 2002. Cova Small Cap HoldingS isla subsidiary of
Columbus Nova Partners. Mr. Epstein is a memb&adimbus Nova’'s Executive and Investment Commitseesco-leads
Columbus Nova's three primary investment vehiceslumbus Nova Credit Investment Managers (“CNGCWN Private
Equity and Columbus Nova Real Estate Acquisitiooupr Prior to Columbus Nova, Mr. Epstein co-foundedhk
Communications and served as its Chief Executiiee€@ffor three years from 1998 to 2001. While lain&, Mr. Epstein was
twice a finalist for the Ernst & Young Entrepren@fithe Year Award and was named one of the “FOrigler 40 Rising Stars”,
by The Washington Post’'s annual Business ForwardBgstein received his B.A. from Tufts University1996 and currently
serves on the Tufts Board of Overseers. Mr. Epsté#adership and business experience qualify bigetve as a director.

Frank R. Kline, 59, has been our Director since December 19, 26@8s also a Director of CTI, a position heldcsin
January 23, 2006. Mr. Kline founded Los Angelesblagenture capital firm Kline Hawkes & Co. in 19®%4manage investment
capital for institutional investors, and has basmianaging partner since that time. Some of KHaekes’ largest limited
partners include CalPERS, LA County, and Pennsydvaiate Employees’. Mr. Kline serves as Managiagrier of Kline
Hawkes California, L.P.; Kline Hawkes California €B L.P.; and Kline Hawkes Pacific, L.P. Mr. Klinkrects the firm’s
venture investments in communications, informatexhnology, healthcare services and enterpriseisotu Prior to forming
Kline Hawkes & Co., Mr. Kline was the West Coasin@ml Manager of Lambda Funds, a private equity fomsed in New
York and Los Angeles. Earlier, he was a Partn@&aaific Technology Venture Fund, which he co-fouhdéth Patrick J.
McGovern, founder of IDG and publisher of
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ComputerworldMr. Kline is currently a member of the boards ofyRa Corporation and CaseStack, Inc. For many years
served as a member of the Board of Governors toNgitional Association of Small Business Investn@mmpanies
(NASBIC). Mr. Kline received a Bachelor’'s degreerfr Rider College, Lawrenceville, N.J. in 1972 arldasters Degree from
the University of Massachusetts at Amherst in 197¢.Kline’s leadership, business and financialex@nce qualify him to
serve as a director.

Yair Shamir , 64, has been our Director since December 19,.2008Shamir is the Chairman and Managing Partiier o
Catalyst Investments and the Chairman of IAl, Ikr&erospace Industries. From 2004 — 2005, Mr. Shavas Chairman of El
Al, Israeli Airlines and lead the privatization pess of the firm. From 1997 — 2005 Served as Clzairamd CEO of VCON
Telecommunications Ltd. From 1995 to 1997, Mr. Sina®rved as Executive Vice President of the ChglteFund-Etgar L.P.
From 1994 to 1995, he served as Chief Executivee&@fbf Elite Food Industries, Ltd. From 1988 t®39Mr. Shamir served
as Executive Vice President and General Manag8citéx Corporation, Ltd. Mr. Shamir served in teeakli Air Force as a
pilot and commander from 1963 to 1988. During bisrtin the Air Force, Mr. Shamir attained the rafkolonel and served as
head of the electronics department, the highesepsmnal electronics position within the Air Foréte currently serves as a
Director of several publicly traded companies sastDSP Group Corporation (NASDAQ: DSGP) since Qetdl®96, Orckit
Communications Ltd. (NASDAQ: ORCT) since July 20081 Commtouch Software Ltd. (NASDAQ: CTCH) sincerbla
2008 and also serves as Director of a few privatedih companies. Mr. Shamir holds a B.Sc. EleétE&ngineering from the
Technion, Israel Institute of Technology. Mr. Shemieadership, global, business and military eigrere qualify him to serve
as a director.

Mr. Shamir also served as a member of the Boamirefctors of Mercury Interactive, LLC from 1997 2605. In September
2008, Mr. Shamir settled a complaint filed by tHeCSwhich alleged that certain independent Direcodglercury (including
Mr. Shamir) recklessly approved backdated stocloagirants and reviewed and signed public filings tontained materially
false and misleading disclosures about the comgastgck option grants and company expenses. Witigmitting or denying
the allegations in the SEC’s complaint, in ordeséttle the charges against them, each of the @mtigmt Directors implicated
(including Mr. Shamir) agreed to permanent injunicsi against violating certain provisions of theusiies laws, paid a
financial penalty, and retained the ability to €eas a Director or officer of U.S. public companies

General (Ret.) Jack Keane, 67, has been our Director and a Director of Gii¢es December 19, 2008. General Keane is the
Senior Managing Director and co-founder of Kean&idars, LLC. He has been elected to the Board oéd@ors of MetLife
(NYSE: MET), General Dynamics Corp (NYSE: GD) aniiel Barton Security. He is a senior advisor tchkxerg, Kravis and
Roberts, one of the nation’s largest private edfilitys and is an advisor to the Chairman & CEO &3JCorporation. He is
also a member of the Secretary of Defense’s P&8aard, a trustee of the Rand Corporation, a membire Council on
Foreign Relations, Director of the George C. Malldhaundation, Chairman of the Knollwood Foundatand chairman of
Senior Executive Committee, Army Aviation Assoaatiof America. General Keane, a four-star genematpleted 37 years in
public service in December 2003, culminating aggoChief of Staff and Vice Chief of Staff of theSUArmy. As the chief
operating officer of the Army for 4.5 years, heedied one million five hundred thousand soldieis @milians in 120 countries,
with an annual operating budget of 110 billion dodl General Keane was in the Pentagon on 9/1prawitled oversight and
support for the wars in Afghanistan and Iraq. Hwag as a national security analyst for ABC News speaks throughout the
nation on national security and leadership. Stilive in national security, General Keane condiretguent trips to Iraq for
senior defense officials having completed multights in 2007 and 2008. General Keane is a cgraeatrooper, a combat
veteran of Vietnam, deco-rated for valor, who speath of his military life in operational commanakere his units were
employed in Somalia, Haiti, Bosnia and Kosovo. dmmanded the famed 168%Airborne Division (Air Assault) and the
legendary 18" Airborne Corps, the Army’s largest war fighting anization. General Keane graduated from Fordham
University with a Bachelor of Science degree in duating and a Master of Arts degree in PhilosopbynfWestern Kentucky
University. He is a graduate of the Army War Colend the Command and General Staff College. Geldesme’s leadership,
military and business experience qualify him toseeas a director.
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Andrew Intrater , 47, has been our Director since September 1,.2009ntrater is the CEO and Senior Managing Rartn
of Columbus Nova and serves on the Executive amgsiment Committees for Columbus Nova. Prior toijg Columbus
Nova, from 1985 to 2000, Mr. Intrater served assBlient and Chief Operating Officer of Oryx Techrgidnc., a scientific test
equipment and advanced materials design and mauatifaccompany. Mr. Intrater is still a significasthareholder and serves
as a member of their Board of Directors. Mr. Irdgratlso serves on the Board of Directors for HQt&nable Maritime
Industries, Inc. (AMEX: HQS), an integrated aquaad and aquatic product processing company, witirations based in the
environmentally pristine island province of HainanChina's South Sea. Mr. Intrater completed hiS.Bn Chemical
Engineering at the Rutgers University College ofiiaaering and graduate studies in Materials Sciantiee Columbia
University School of Mines. Mr. Intrater’s leadeifshglobal and business experience qualify himetvs as a director.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF EACH OF THE ABOVE
NOMINEES.
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THE BOARD AND BOARD COMMITTEES

During the year ended December 31, 2009, the Bofabdrectors met five times and took action by venit consent on three
occasions. All of the directors attended more tha¥ of the meetings except for Mr. Epstein. Eachalor is expected to
participate, either in person or via teleconferemteneetings of our Board of Directors and meetinffcommittees of our
Board of Directors in which each director is a memland to spend the time necessary to properthdige such director’s
respective duties and responsibilities. We do aetha written policy with regard to directors’ a@ance at annual meetings of
stockholders; however, all directors are encouragexdtend the annual meeting. The Board of Dimsdas determined that
Messrs. Churchill, Eitan, Clemins, Gorman, Rebah&h, Shamir, Keane, Kline, Epstein, Intrater, aredeach independent
directors as defined in Rule 5605(a)(2) of theibhgRules of the NASDAQ Stock Market LLC (the “Lirsgj Rules”).

On August 20, 2009, Daniel Gaspar resigned forgreisreasons from the Board of Directors and thdid@ommittee. Mr.
Gaspar held one of two director positions assigogtiova Small Cap Holdings, LLC (“Cova”) that werletained by Cova in
the acquisition of Cyalume Technologies, Inc. oc@eber 19, 2008. Under the investor rights agregnttem holders of
Cova'’s investment have the right to nominate twisqes for election to the Board of Directors agjlas Cova owns 12.5% of
the outstanding stock of the Company. On Septerhp2009, the Board of Directors approved Mr. Andtatvater joining the
Board of Directors as Mr. Gaspar’s replacemenbiio Jason Epstein, who is the other member of therd@of Directors
nominated by Cova.

Committee Composition

Nominating

and Military
Name Audit Governance Compensatior  Executive Advisory
Winston J. Churchilft) C M
Yaron Eitan C C M
Archie Clemins M M
Thomas G. Rebar C
Doron Cohen M
Joseph T. Gorman M
Jason Epstein M M
Frank Kline M M
Yair Shamir M M
General (Ret.) Jack Keane M M

Andrew Intrater

(1) Chairman of the Board of Directors
C Committee Chair
M Committee Member

Audit Committee. On January 13, 2009, the Board of Directors fatme Audit Committee in accordance with Section) 3(a
(58)(A) of the Securities Exchange Act of 1934. iitas Rebar (Chairman), Yair Shamir and Joseph Gosmase on this
committee. The Audit Committee held seven meetthging 2009.

The Board of Directors has determined that ThomelsaRis an “audit committee financial expert”. Bw@ard of Directors
has determined that each of the members of thet @athmittee are independent as defined in Rule &§( of the Listing
Rules. The Audit Committee assists the Board oé®urs by overseeing the performance of the indég@rauditors and the
quality and integrity of our internal accountingdéing and financial reporting practices. The Audommittee is responsible
for retaining and, as necessary, terminating, tdependent auditors, annually reviews the quatiioa, performance and
independence of the independent auditors and tthié @lan, fees and audit results, and pre-appraved and non-audit
services to be performed by the auditors and rlgtes. The Audit Committee adopted a
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written charter on March 3, 2009, to set forth thgponsibilities, authority and specific dutiestsf Audit Committee. The
Audit Committee charter is available on our wehsitew.cyalume.com

Nominating Committee. On January 13, 2009, the Board of Directors farmé&lominating Committee and adopted a
written charter on that date. Winston Churchill @&¢man), Doron Cohen and Jason Epstein, each offwhdndependent as
defined in Rule 5605(a)(2) of the Listing Rulegyvseon this committee. The charter is availablsdourity holders on our
website www.cyalume.comThe Nominating Committee held one meeting du#iag9.

The Nominating Committee will consider director datates recommended by security holders. Potemi@inees to the
Board of Directors are required to have such egpeg in business or financial matters as would nsakb nominee an asset to
the Board of Directors and may, under certain eirstances, be required to be “independent”, as ®uohis defined under
Rule 5605 of the Listing Rules and applicable SE@ufations. Stockholders wishing to submit the naifree person as a
potential nominee to the Board of Directors musidsine name, address, and a brief (no more thamvb@ds) biographical
description of such potential nominee to the Nomiiggand Corporate Governance Committee at theviatig address:
Nominating Committee of the Board of Directors, €galume Technologies Holdings, Inc., 96 Windsoe&t, West
Springfield, Massachusetts 01089. Potential direatoninees will be evaluated by personal intervismgh interview to be
conducted by one or more members of the Nominaimgmittee, and/or any other method the Nominatingh@ittee deems
appropriate, which may, but need not, include astioenaire. The Nominating Committee may soliciteceive information
concerning potential nominees from any sourceénueappropriate. The Nominating Committee neeégngage in an
evaluation process unless (i) there is a vacanah@Board of Directors, (ii) a director is notretiéng for re-election, or (iii) the
Nominating Committee does not intend to recomméecdchbmination of a sitting director for re-electidnpotential director
nominee recommended by a security holder will roebaluated differently from any other potentiafmee. Although it has
not done so in the past, the Nominating Committag retain search firms to assist in identifyingaibie director candidates.

The Board does not have a formal policy on Boardlitate qualifications. The Board may consider ¢hiagtors it deems
appropriate in evaluating director nominees matteeeby the Board or stockholders, including judgimskill, strength of
character, experience with businesses and orgamisatomparable in size or scope to the Comparper@nce and skill
relative to other Board members, and specializedhvkedge or experience. Depending upon the curreads of the Board,
certain factors may be weighed more or less heavilgonsidering candidates for the Board, thealines evaluate the entirety
of each candidate’s credentials and do not havespagific minimum qualifications that must be ni&iversity,” as such, is
not a criterion that the Committee considefse directors will consider candidates from anysogeble source, including
current Board members, stockholders, professiaaaich firms or other persons. The directors witlexaluate candidates
differently based on who has made the recommendatio

The Company has entered into an investor rightseamgent with certain former owners of CTI as a tesiuthe acquisition
of CTI on December 19, 2008, which allows certaénédficial owners to nominate up to three personsliction to the Board
of Directors for so long as a minimum percentagthefCompany’s outstanding common stock are owgeslibh security
holders. The terms of the agreement are as follows:

(i) the holders of Cova’s investment have the rightitominate (a) two persons for election to thaf8af Directors as long
as Cova owns 12.5% of the outstanding stock oCivapany, and (b) one person to the Board of Dirsas long as Cova
owns over 10% but less than 12.5% of the outstgnciimmon stock of the Company; and

(i) the holders of Kline Hawkes Pacific Friendsniely LLC and Kline Hawkes Pacific, L.P. have thentitp nominate one
person for election to the Board of Directors agjlas Kline Hawkes owns 10% of the outstanding comstock of the
Company. Andrew Intrater and Jason Epstein are ‘S@varent nominees to the Board of Directors arahk Kline is Kline
Hawkes’ current nominee to the Board of Directors.
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Compensation Committee. On January 13, 2009, the Board of Directors fatmé&ompensation Committee and adopted a
written charter on that date. Serving on the Cormpton Committee are Yaron Eitan, Admiral Archie@lns and Frank
Kline, each of whom is independent as defined iteR605(a)(2) of the Listing Rules. The CompensaG@ommittee held two
meetings during 2009. The charter is availablestusgty holders on our websit@ww.cyalume.comThe charter sets forth
responsibilities, authority and specific dutieshed Compensation Committee. The Compensation Caaemi¢views and
recommends to the board the compensation for th@ &ifl non-employee directors of our Company, avigwe the CEQO’s
compensation recommendations for all other corparéficers. It also reviews the general policy tielgto compensation and
benefits for all employees. The Compensation Cotemibas been designated by the Board of Direaaaidiminister the
Cyalume Technologies Holdings, Inc. 2009 Omnibusugiges and Incentive Plan.

Executive Committee. On January 13, 2009, the Board of Directors fatmwe Executive Committee. Yaron Eitan
(Chairman), Winston Churchill, Jason Epstein, Friifike and General Jack Keane serve on this coramifthe Executive
Committee exercises the powers of the Board betwesatings of the full Board of Directors. The Ex@éoel Committee met
three times during 2009.

Military Advisory Committee. On January 13, 2009, the Board of Directors fatméilitary Advisory Committee.
General Jack Keane, Admiral Archie Clemins, Yaia®ir and Yaron Eitan serve on this committee. Thiidvly Advisory
Committee did not formally meet during 2009 butaigr members were consulted with on an as needsgd. Gde Military
Advisory Committee provides strategic guidance advice on matters relating to the Company’s miifamsiness.

Board Operations

The positions of principal executive officer andizinan of the Board of Company are held by diffepgrsons. The
chairman of the Board, an independent directorirsti&oard and stockholder meetings and participatgseparing their
agendas. The chairman of the Board also callsspkmd chairs the independent directors’ execsgsions and serves as a
focal point for communication between managemedttha Board between Board meetings, although tisare restriction on
communication between directors and managemenbéhieve that these arrangements afford the indeperdirectors
sufficient resources to supervise management efédgt without being overly engaged in day-to-dgemations.

The Board of Directors is responsible for overaparvision of the Company’s risk oversight effatsthey relate to the key
business risks facing the organization. Managendentifies, assesses, and manages the risks niticldo the Company’s
operations on a day-to-day basis and routinelysadvihe Board on those matters as the Presidentd@BQFO have access to
the Board of Directors, attend regular meetingaa$as the audit committee meetings. The Boaradls in risk oversight of the
Company is consistent with the Company’s leaderstripcture, with senior management having respditgifor assessing and
managing the Company’s risk exposure, and the Baagdts Committees, providing oversight as neagssaconnection with
those efforts.
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DIRECTOR COMPENSATION

Director Compensation

Our director compensation policy for 2009 was tovie each Director with an award of 7,500 optitmpurchase common
stock at $4.80 per share as compensation for ssrvéndered in 2009. General Keane also receivatvard of 150,000
options to purchase common stock at $3.50 per glsacempensation for additional services render@909. Otherwise no
compensation was paid to non-employee directorsmxbat Directors are reimbursed for travel arfeéoexpenses directly
related to activities as directors.

The following table provides compensation informaatfor our non-employee directors for 2009.

Total
Number of
Option
Fees Awards at
Earned or ) December 31, 200
Paid in Stock Option
Cash Awards Awards Total Year-End
Name &) &) $® ©® *#)
Winston Churchill — — 8,02t 8,02t 7,50(
Yaron Eitan — — 8,02¢ 8,02¢ 7,50(
Archie Clemins — — 8,02t 8,02t 7,50(
Thomas Rebar — — 8,02t 8,02¢ 7,50(C
Doron Cohen — — 8,02¢ 8,02¢ 7,50(C
Joseph T. Gorman — — 8,02t 8,02t 7,50(
Jason Epstein — — 8,02¢ 8,02¢ 7,50(
Frank Kline — — 8,02t 8,02t 7,50(C
Yair Shamir — — 8,02¢ 8,02¢ 7,50(C
General (Ret.) Jack Keane — — 118,37: 118,37: 157,50(
Andrew Intratef?) — — — — —
Daniel Gaspaf?) — — 8,02t 8,02t 7,50(

(1) Andrew Intrater was appointed to serve as dactbr on September 1, 2009.
(2) Daniel Gaspar served as our director from Ddoxsga9, 2008 until his resignation on August 2020

(3) The amounts reflect the amounts recognizeddomance with ASC 71&ompensation — Stock Compensation
Assumptions used in the calculation of these ansoar# included in Note 17 to our audited finanstatements for the year
ended December 31, 2009 included in our annuaktrepo-orm 10-K for the year ended December 319200

On February 4, 2010, each Director received an éwav,500 options to purchase common stock at358e8 share as
compensation for services rendered in 2010.

CTI did not pay its Directors any compensation othan the repayment of expenses incurred in paifay their functions
as a Director.
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EXECUTIVE OFFICERS

The following sets forth the names and ages ofasacutive officers, their respective positions affites, and their
respective principal occupations or brief employbigstory.

Name Age Office

Derek Dunaway 40 President and Chief Execu@iffecer

Michael Bielonko 57 Chief Financial Officer &€retary

Edgar (Earl) Cranor 52 Vice-President — Techggl— CTI

Thomas McCarthy 53 Vice-President — Governn&Military Divisions — CTI
Tomas Ogas 53 Vice-President — Operations — CTI

Derek Dunaway has been our President and Chief Executive Offizere December 19, 2008. He was a consultant to us
from May 2007 until he became the President an@fiiecutive Officer of CTl on February 29, 2008&.. dunaway came to
us from WNL Associates, where he was a digital médilustry consultant involved in due diligenceatggic consulting and
fund raising, from 2006 to 2008. Prior to that,nfr@000 to 2006, he was the CEO and President dfordine, a provider of
online education and online media services to etnics industry, of which SCP Partners and &glRartners were majority
stockholders (Techonline was considered to be tighorcompany of both Selway and SCP). In 2000as the Vice President
of Business Development for Selway Partners. Mmd&vay holds an M.B.A. from the Wharton School otBiess of the
University of Pennsylvania and received his B.AnfrSouthern Methodist University.

Michael Bielonko has been our Chief Financial Officer and Secresarge December 19, 2008 and Chief Financial Officer
and Secretary of CTI since January 23, 2006. Frodb 2intil he joined CTI, he was employed as the=ClRinancial Officer of
CTM Group, Inc., a New Hampshire based companyidagrequipment in malls and at tourist sites. Fi®eptember 1999
until December 2004, Mr. Bielonko served as thee€Rinancial Officer of Omni Facility Services, &M York City based
provider of facility maintenance services. Mr. Bieko served as a Director of Omni Facility ServiCasmada, Ltd., a Toronto
based facility maintenance company from May 200&utoe 2008. Mr. Bielonko has a B.S. and an M.Btdmfthe University
of Connecticut.

Edgar (Earl) Cranor has been the Vice President — Technology of CTdesifanuary 23, 2006. Previously, he was
employed by CTI in a variety of positions, inclugigerving as the Vice President of Research an@lbpment. Mr. Cranor
joined CTI in 1993 with the acquisition of the CHeat Light Division of American Cyanamid, where had served as Director
of Operations. Mr. Cranor has a B.S. in Chemicajig®ering from Auburn University. He is responsifile nearly all of CTI's
current patents.

Thomas McCarthy has been the Vice President — Government & Miliaiyision of CTI since 1998. Mr. McCarthy
joined CTI upon his retirement from the militaryrMAcCarthy is a Lieutenant Colonel (retired) w2t years distinguished
service in the U.S. Army. His last position wadBastalion Commander. Mr. McCarthy has a B.A. irehniational Relations
from Cornell University and an M.S. in Business Adistration from Boston University. Mr. McCarthy @sgraduate of the
Command and General Staff College and has a Mdat&t#itary Arts and Sciences from the School advanced Military
Studies.

Tomas Ogas has been the Vice President — Operations of CTesMay 1, 2007. From 1979 to 2007, Mr. Ogas was
employed by Pitney Bowes, Inc., where he servealdisector of operations for Latin America.

11
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EXECUTIVE COMPENSATION DISCUSSION AND ANALYSIS

Overview

Our named Executive Officers are: Derek Dunawayg Was been President and Chief Executive OfficeresDecember
19, 2008 and had been a consultant to us from N&y 2hrough February 2008, and Michael Bielonkop\hs been Chief
Financial Officer and Secretary since Decembe2098.

CTI's named Executive Officers are: Mr. Dunaway ontas been the President and Chief Executive Q@fficee February
2008 and Mr. Bielonko, who has been the Treas@eeretary and Chief Financial Officer since Jan2&Qg6.

CTI's Key Employees are: Edgar (Earl) Cranor, weerb Vice President of Technology since January Z086mas
McCarthy, who has been Vice President of GovernrBaies since January 2006 and Tomas Ogas who easJjé’s Vice
President of Operations since May 2007.

Compensation Philosophy

The overriding goal of our executive compensatimygpam is to recruit and retain key executives madivate them to
achieve maximum results. To this end, we designnaalage our programs with the following objectiiremind:

e Generating significant stockholder value, whitagticing good corporate governance,
e Maximizing the alignment between our short-temd dong-term results and executive pay, and

«  Providing market-competitive compensation, wisibgsidering our financial resources.

Administration of Executive Compensation Programs

In January 2009, we formed a Compensation Comnuft#ee Board of Directors comprised of three algsindependent
Directors which will administer all compensatiorograms for its officers, key employees, and out8idectors. This
Committee worked with management throughout 2008egign key compensation policies and programaedisas sound
governance practices, to ensure that our compensaitograms reflect best practices and stronglyribiurte to our growth and
success. The two named Executive Officers and thesyeEmployees all entered into employment agreesnguring 2009.

The compensation for senior executives is compridédur elements: a base salary, an annual pedoca bonus, equity
awards and benefits. On March 3, 2009, our Boat@ifctors adopted the Cyalume 2009 Omnibus Séesid@nd Incentive
Plan for employees and Directors, which is adménexd by the Compensation Committee. Awards grgmtiesiiant to the stock
incentive plan are described below.

In developing salary ranges, potential bonus pay@guity awards and benefit plans, the Compens&ammittee takes
into account: 1) competitive compensation amongpamable companies and for similar positions inrttagket, 2) relevant
incentives and rewards for senior management fprowing stockholder value while building us intsw@ccessful company, 3)
individual performance, 4) how best to retain kegautives, 5) our overall performance, 6) our &pid pay and 7) other
relevant factors.

All CTI executives were involved in decisions ratgtto their compensation. We believe that, foriimst part, executives
believe they are fairly compensated.

Employment Agreements

The following discussion summarizes the materiahteof current employment agreements with Execufiffecers and Key
Employees:

Derek Dunaway Mr. Dunaway’s employment agreement, effectiveilXpr2009, provides that Mr. Dunaway will be
employed as CTI's Chief Executive Officer. The gant has an initial term of three years and shaitiaue for successive one-
year periods unless terminated by either party @@ibdays written notice prior to the anniversarpieation date or terminated
pursuant to certain events or for cause. Mr. Duyaweeives an annual base salary of $350,000, cliuioj@nnual adjustments
at the sole discretion of the board of directors. Bunaway is entitled to equity compensation otap0,000 shares of
restricted
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stock and 200,000 restricted options subject taltheretion of the board of directors. Annually,.Ndunaway is entitled to a
cash bonus of up to $150,000 based on the achieterheevenue targets, EBITDA targets and spedffiectives, all
determined by the board of directors. Mr. Dunav&aglso eligible to receive annually up to an addai 10,000 restricted
shares and 20,000 restricted options subject tewaoly specific objectives. If Mr. Dunaway voluntaresigns or is terminated
for cause during the period of employment, theish®t entitled to receive any benefit or compensabllowing the date of
termination. If terminated without cause during iniial term, Mr. Dunaway is entitled to severarmdean amount equal to his
annual base salary plus the remainder of compemsdtie him through the end of his initial termtelfminated without cause
subsequently to his initial term, Mr. Dunaway isieed to receive severance of an amount equaistatnual base salary. If
Mr. Dunaway is terminated without cause pursuarat thiange in control, he is entitled to receivamount equal to his annual
base salary in addition to his other severancefliene

Michael Bielonko Mr. Bielonko’s employment agreement, effectiveyMd, 2009, provides that Mr. Bielonko will be
employed as CTI's Chief Financial Officer. The gat has an initial term of three years and shaitiaue for successive one-
year periods unless terminated by either party @Bibdays written notice prior to the anniversarpieation date or terminated
pursuant to certain events or for cause. Mr. Bietoreceives an annual base salary of $220,000esitg annual adjustments
at the sole discretion of the board of directonsnially, Mr. Bielonko is entitled to a cash bontisip to 40% of annual base
salary based on the achievement of revenue taigBt$ DA targets and specific objectives, all detared by the board of
directors. Mr. Bielonko is also eligible to receienually an equity bonus of up to 50% of annuaklzay subject to achieving
the same criteria for the cash bonus. If Mr. Bi&lmroluntarily resigns or is terminated for causeing the period of
employment, then he is not entitled to receive laeyefit or compensation following the date of teration. If terminated
without cause during his initial term, Mr. Bielonisentitled to severance of an amount equal tahigial base salary plus the
remainder of compensation due him through the émdsdnitial term. If terminated without cause seluently to his initial
term, Mr. Bielonko is entitled to receive severantan amount equal to his annual base salaryrlBilonko is terminated
without cause pursuant to a change in controlstaniitled to receive an amount equal to his anbasé salary in addition to
his other severance benefits.

Earl Cranor Mr. Cranor’'s employment agreement, effective Mag009, provides that Mr. Cranor will be employexd
CTI's Technology Vice President. The contract haindial term of three years and shall continuedoccessive one-year
periods unless terminated by either party upon&8@ dvritten notice prior to the anniversary/expinatdate or terminated
pursuant to certain events or for cause. Mr. Cra@ceives an annual base salary of $215,000, dubjecnual adjustments at
the sole discretion of the board of directors. @iranor was entitled to equity compensation of upd®O00 shares of restricted
stock and 110,000 restricted options subject taltberetion of the board of directors. Annually,.NDranor is entitled to a cash
bonus of up to 45% of annual base salary basetieoadhievement of revenue targets, EBITDA targetsspecific objectives,
all determined by the board of directors. Mr. Cnaisaalso eligible to receive annually up to anitiddal 4,000 restricted shares
and 15,000 restricted options subject to achiesjperific objectives. If Mr. Cranor voluntarily rgsis or is terminated for cause
during the period of employment, then he is noitkedtto receive any benefit or compensation follogvthe date of
termination. If terminated without cause during inisial term, Mr. Cranor is entitled to severarafean amount equal to his
annual base salary plus the remainder of compemsdtie him through the end of his initial termtelfminated without cause
subsequently to his initial term, Mr. Cranor isit@d to receive severance of an amount equald@hnual base salary. If Mr.
Cranor is terminated without cause pursuant toamgé in control, he is entitled to receive an ameguoal to his annual base
salary in addition to his other severance benefits.

Thomas McCarthy Mr. McCarthy’s employment agreement, effectiveyM&, 2009, provides that Mr. McCarthy will be
employed as CTI's Government Sales Vice Presidér.contract has an initial term of three yearsstrall continue for
successive one-year periods unless terminatedisr giarty upon 30 days written notice prior to dmaiversary/expiration date
or terminated pursuant to certain events or fosear. McCarthy receives an annual base sala$2d®,000, subject to
annual adjustments at the sole discretion of tla@dof directors. Annually, Mr. McCarthy is entiléo a cash bonus of up to
30% of annual base salary based on the achieveshemtenue targets, EBITDA targets and specifieotiyes, all determined
by the board of directors. Mr. McCarthy is alsagdle to receive annually an equity bonus of up
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to 10% of annual base pay subject to achieving#mee criteria for the cash bonus. If Mr. McCartlbjuntarily resigns or is
terminated for cause during the period of employintiien he is not entitled to receive any benefitampensation following
the date of termination. If terminated without cadsiring his initial term, Mr. McCarthy is entitléd severance of an amount
equal to his annual base salary plus the remawfdesmpensation due him through the end of higainierm. If terminated
without cause subsequently to his initial term, McCarthy is entitled to receive severance of amwamequal to his annual
base salary. If Mr. McCarthy is terminated withoatise pursuant to a change in control, he is edtitl receive an amount
equal to his annual base salary in addition tmtlier severance benefits.

TomasOgas Mr. Ogas’s employment agreement, effective May2I®9, provides that Mr. Ogas will be employed as
CTI's Operations Vice President. The contract hramiial term of three years and shall continuesaccessive one-year
periods unless terminated by either party upon&@ dvritten notice prior to the anniversary/expimatdate or terminated
pursuant to certain events or for cause. Mr. Ogasives an annual base salary of $200,000, subjecinual adjustments at the
sole discretion of the board of directors. Annuallly. Ogas is entitled to a cash bonus of up to 26%nnual base salary based
on the achievement of revenue targets, EBITDA targad specific objectives, all determined by tbart of directors. Mr.
Ogas is also eligible to receive annually an eqoidyus of up to 10% of annual base pay subjeath@ging the same criteria
for the cash bonus. If Mr. Ogas voluntarily resignss terminated for cause during the period oplEryment, then he is not
entitled to receive any benefit or compensatiotofihg the date of termination. If terminated with@ause during his initial
term, Mr. Ogas is entitled to severance of an arhegual to his annual base salary plus the remabfd®mpensation due him
through the end of his initial term. If terminate@hout cause subsequently to his initial term, Mgas is entitled to receive
severance of an amount equal to his annual bazeysHIMr. Ogas is terminated without cause punéda a change in control,
he is entitled to receive an amount equal to hisiahbase salary in addition to his other severaecefits.

Employee Benefits Plans
Pension Benefits
We do not sponsor any qualified or non-qualifiedgien benefit plans.
Nonqualified Deferred Compensation

We do not maintain any non-qualified defined cdnition or deferred compensation plans. We sponsax gualified
defined contribution 401(k) plan in which employeé<TI who have reached the age of 18 are elidilnigarticipation after
completing the earlier of (i) three consecutive therof service or (ii) one year of service may iograte.

Severance Arrangements

Assuming the employment of our named executiveeffi were to be terminated without cause, eacl Beaember 31,
2009, the following individuals would be entitlempayments in the amounts set forth opposite tio tizene in the below table:

Cash Severance

No Change in Change in
Control Control
Derek Dunaway $ 1,137,500 $  1,487,50i
Michael Bielonko $ 742,50 $ 962,50(
Earl Cranor $ 716,66° $ 931,66
Thomas McCarthy $ 708,75( $ 918,75(
Tomas Ogas $ 675,02¢ $ 875,02¢

We are not obligated to make any cash paymentegetexecutives if their employment is terminatged$for cause or by
death or disability, other than the payment of aedrbut unpaid annual salary and bonus, if any reimbursement of accrued
but unpaid business expenses.
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Assuming the employment of our named executiveeffi were to be terminated without cause or fodgeason, each as
of December 31, 2009, the following individuals Wbbe entitled to accelerated vesting of their tanding stock options and
common stock awards described in the table below:

Value of Equity Value of Equity
Awards: Awards: In
Termination Connection With a

Without Cause™  Change in Control ()
Derek Dunaway $ 1,001,651 $ 1,001,65!
Michael Bielonko $ 57,76« $ 57,76«
Earl Cranor $ 537,678 $ 537,67!
Thomas McCarthy $ 3,35 % 3,35(
Tomas Ogas $ 12,92: $ 12,92:

(1) The market price of our common stock on the @B®n December 31, 2009 was $3.35 per share.
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2009 SUMMARY COMPENSATION TABLE

The following table shows information concerning imnual compensation for services provided tolgyTits Chief
Executive Officer, the Chief Financial Officer aodr three other most highly compensated employagag 2009, 2008 and
2007.

Earned Stock Option All Other Total

Salary Bonus Awards Awards Compensation Compensation

Name and Principal Position Year $) $) %@ %O $® ($)
Derek Dunaway, 200¢ 311,92 — 79,088 36,26(  12,78¢ 440,05
President & CEGY 2006 202,80: 50,00( 12,00 — 10,866 275,66¢
2007 — — — — _ —
Michael Bielonko, 200¢ 212,38 — 5563 — 1157 279,59
Chief Financial Officer and Secretdd) 2006 203.84(  30.00( 6.00( o 13.50: 253 34t
2007 173,07  70,00( — —  11,06( 254,13
Edgar (Earl) Cranor, 200¢ 209,86t — 43,80( 7,131 9,00( 269,79°
Vice President — Technology of CTI 2006 203,75( 30,000 3,00 — 9,00 245,75(
2007 181,61 127,75( — — _ 309,36
Thomas McCarthy, 200¢  206,19: — — — 9,00 215,19
Vice President -Government Sales of C 2006 203.84( 30,00( 3.00¢ o 88,937 325 77"
2007 152,76¢  81,31( — — 9,00 243,07
Tomas Ogas, 200¢ 200,00 — 10,42t — 12,62 223,05
Vice President — Operations of C) 2006 194,90 30,00  3,00( — 1389 241,79
2007 113,75 46,66 — — 6,00( 166,41

(1) Mr. Dunaway became our President and CEO on Deceb®008. Mr. Dunaway was appointed as the Peasiand CEC
of CTI on February 21, 2008.

(2) Mr. Bielonko became our CFO and Secretary on Deeerhi®, 2008. Mr. Bielonko has been CFO and SegrefaC Tl since
January 23, 2006.

(3) Mr. Ogas joined CTl on May 1, 2007.

(4) The amounts in this column reflect the fairueafor unrestricted and restricted stock determimedsing the grant date
closing price for the common stock.

(5) The amounts reflect the amounts recognized¢d@omance with ASC 71&ompensation — Stock Compensation
Assumptions used in the calculation of these ansoar# included in Note 17 to our audited finanstatements for the year
ended December 31, 2009 included in our annuaktrepo-orm 10-K for the year ended December 319200

(6) Consists of an automobile and gas allowance.

(7) In addition to the automobile and gas allowaiitc@cludes expenses incurred in connection WMthMcCarthy’s
approximate one-year relocation to Europe.
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EQUITY COMPENSATION AWARDS

On March 3, 2009, the Board of Directors authoritexifollowing: 114,000 restricted shares of commtmtk and 200,000
restricted options to certain of our officers arideo members of management. The Plan was apprgvekaseholders at the
2009 Annual Meeting of Shareholders and we fileth#8-8 with the SEC to register the shares undePtan on August 27,

On February 4, 2010, the Compensation CommittekeoBoard of Directors authorized the following; B restricted
shares of common stock and 45,000 restricted aptmeertain of our officers.

OUTSTANDING EQUITY AWARDS AT DECEMBER 31, 2009

Option Awards

Stock Awards

Equity Incentive Plan Awards:

Equity Incentive Plan Awards:

Number of  Number of  Number of
securities securities securities
underlying  underlying  underlying

Market or
Market payout value
Number of ~ value of  Number of
shares of sharesof ynearned O©f unearned
stock that stock that shares that shares that

unexercised unexercised unexercisec Option Option have not have not have not have not
options (#) options (#) unearned  exercise  expiration vested vested vested vested
Name exercisable unexercisable options (#) price ($) Date #) %D #) o
Derek Dunaway — 66,661@ 133,331 $ 3.0 3/3/201¢ — — — —
— 10,00 — $ 3.6 3/3/202( — — — —

Michael Bielonko

Edgar (Earl) Cranor

Thomas McCarthy

Tomas Ogas

— 27,50(@ 8250( $ 3.9¢
— 7,50(® — $ 3.6&

— 55,661 186,48: 33,33: 111,66t
— 17,240  57,76¢ — —
7/17/202( — — — —
2/4/202( — — _ _
— 13,000M  43,55( 30,00 100,50(

—  1,00(® 3,35( — —

— 3,8519 12,92: — —

(1) The market price of our common stock (OTCBB:LLY on December 31, 2009 was $3.35 per share.
(2) These options vest on 3/3/2010.
(3) These options vest in the following incremeB{834 on 1/1/2011, 3,333 on 1/1/2012 and 3,338//2013.

(4) These options vest in the following incremedt875 on 1/1/2011, 1,875 on 1/1/2012, 1,875 of20/13 and 1,875 on

1/1/2014.

(5) These restricted shares vest in the followimgeéments: 4,000 on 2/4/2010, 31,667 on 3/3/208&71on 1/1/2011, 15,000
on 3/3/2011, 1,667 on 1/1/2012 and 1,666 on 1/13201

(6) These restricted shares vest in the followimgeéments: 2,000 on 2/4/2010, 5,081 on 1/1/2010B15¢0n 1/1/2012 and 5,081

on 1/1/2013.

(7) These restricted shares vest in the followimggéments: 1,000 on 2/4/2010, 10,000 on 7/17/2800,0n 1/1/2011, 500 on
1/1/2012, 500 on 1/1/2013 and 500 on 1/1/2014.



(8) These restricted shares vest on 2/4/2010.

(9) These restricted shares vest in the followimgements: 1,000 on 2/4/2010, 953 on 1/1/2011,8862/1/2012 and 952 on
1/1/2013.
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SECURITIES OWNERSHIP

The following table sets forth, as of April 27, ZQtertain information as to the stock ownershifi)oéach person known

by the Company to own beneficially more than fieegent of the Company’s Common Stock, (ii) eacthefCompany’s
directors, (iii) each of the Company’s named exeeubfficers, and (iv) the Company’s named exeautificers and directors
as a group. Except otherwise set forth in the niatéise table, the business address of each sHdegh® c/o the Company, 96
Windsor Street, West Springfield, Massachusett891hformation provided as to 5% shareholdersratien our employees
or management is based solely on forms 13D or 1186 ith the Securities and Exchange Commissiahsaarbsequent
issuances by the Company.

Shares of common stock which an individual or grbap a right to acquire within 60 days pursuarthéoexercise or

conversion of options, warrants or other similamartible or derivative securities are deemed toutstanding for the purpose
of computing the percentage ownership of such iddal or group, but are not deemed to be outstanitinthe purpose of

computing the percentage ownership of any othesgpeshown in the table.

*

The applicable percentage of ownership is baselbgB3,737 shares outstanding as of April 27, 2010.

Amount and

Nature of Approximate
Name and Address of Beneficial Ownef?) ()Bv?/zgfrg?rl) Ci%ﬁgaagfogli
Winston J. Churchilf?) 1,747,19 11.21%
Yaron Eitan®) 1,241,04 7.9€%
Derek Dunaway?* 334,00( 2.1%
Michael Bielonko 68,37 *
Earl Cranor®) 119,87 *
Thomas McCarthy 42,37: *
Tomas Ogas 11,00( *
Archie Clemins 108,75( *
Joseph T. Gorman 108,75( *
Thomas G. Rebdf) 547,90 3.52%
Doron Cohen 15,00( *
Yair Shamir() 908,86t 5.89%
General (Ret.) Jack Keane 165,00( 1.0€%
Frank Kline® 2,335,810 14.9%
Jason Epsteiff) 15,00( &
Andrew Intrater10) 7,50( *
Kline Hawkes Pacific Advisors, LL&) 2,320,81 14.8%
Cova Small Cap Holdings, LL&) 3,826,72. 24.56%
Stanford Financial Group, LtdV 1,018,23 6.5%%
Wellington Management Company, LI 1,070,50 6.87%
Nicusa Capital Partners, L.(33) 795,54¢ 5.1(%
All Directors and Executive Officers as a group ameir affiliates 6,718,12! 43.11%

Less than 1%.



(1) The business address of each of our officedsdirectors is 96 Windsor Street, West Springfidéssachusetts 01089.

(2) Consists of (i) 1,196,784 shares of commonkstestd directly, (ii) options to purchase 17,50@rgs of common stock held
directly and (iii) 532,906 shares of common stoeldtby SCP Private Equity Management Company, LY&on Eitan,
Winston Churchill, Thomas G. Rebar and Wayne B.dMein are joint and equal owners of SCP Privateti£dylanagemer
Company, LLC, each with equivalent rights as a memtiberein and each with a pecuniary interest Iy 85% of such
shares.
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(3) Consists of (i) 633,134 shares of common stwll directly, (i) options to purchase 15,000 sisasf common stock held
directly, (iii) 60,000 shares of common stock hieydSelway Capital, LLC, an entity solely owned by. Eitan, and (iv)
532,906 shares of common stock held by SCP Privaitity Management Company, LLC. Yaron Eitan, Wins&hurchill,
Thomas G. Rebar and Wayne B. Weisman are joinegndl owners of SCP Private Equity Management Comngda.C,
each with equivalent rights as a member thereineanth with a pecuniary interest in only 25% of ssicares. The business
address of SCP Private Equity Management Compdu®,i& 1200 Liberty Ridge Drive, Suite 300, Wayné, F9087.

(4) Consists of: (i) 114,000 shares of common stoEkvhich 50,000 shares vest in three equal ilmstalts beginning March 3,
2010, subject to the Company’s achievement of ireparformance objectives determined by the ComjsaBgard of
Directors, and 15,000 vest in three equal instalt:beginning January 1, 2011, and (ii) optionguchase 220,000 shares
of common stock, of which 200,000 options vestireé equal installments beginning March 3, 20102600 vest in
three equal installments beginning January 1, 2011.

(5) Consists of: (i) 67,373 shares of common sto€kyhich 15,000 shares vest in four equal instalits beginning January 1,
2011, and (ii) options to purchase 52,500 shareswimon stock, of which 25,000 options vest in fegual installments
beginning January 1, 2011.

(6) Consists of: (i) options to purchase 15,000ahaf common stock held directly and (i) 532,80@res of common stock
held of record by SCP Private Equity Management gamy, LLC. Mr. Rebar shares voting and dispositigerer over the
warrants and shares of common stock held by SGRterEquity Management Company, LLC and has a paguimterest
in only 25% of such shares.

(7) Consists of (i) options to purchase 15,000 shaf common stock held directly, (ii) 775,116 sisaof common stock owned
by Catalyst Private Equity Partners (Israel) Il bRer which Yair Shamir has voting and disposifaver, and (iii) 118,75
warrants to purchase shares of common stock owyn&htalyst Private Equity Partners (Israel) Il loRer which Yair
Shamir has voting and dispositive power.

(8) Based on information contained in a Schedul®@/AJiled by Frank R. Kline (“Mr. Kline"), Kline Havkes Pacific Advisors
LLC (“KH Advisors”), Kline Hawkes Pacific L.P. andline Hawkes Pacific Friends Fund LLC on JanuaryZ009, as well
as subsequent issuances by the Company. Mr. Kiiaetly holds an option to purchase 15,000 shaféseoCompany’s
common stock. As managing member of KH Advisors, Kline has voting and dispositive power over {320,816 shares
of common stock. Mr. Kline and KH Advisors may beethed to own an aggregate of 7,955,815 shareswwhoa stock by
virtue of their having entered into in an InvestBights Agreement with GMS Acquisition Partners diogjs, LLC, an entit
controlled by Cova Small Cap Holdings, LLC.

(9) Based on information contained in a Schedul@/AJiled by GMS Acquisition partners Holdings, LL.Cova Small Cap
Holdings, LLC (“Cova”),Jason Epstein, Andrew Intrater, Renova US Holdlrtgs Columbus Nova Investments IV Ltd, ¢
Special Opportunity Fund Ltd. and CN Credit Oppoities Fund 2007-1 Ltd on August 12, 2009, as waslsubsequent
issuances by the Company. Mr. Epstein directly $iaid option to purchase 15,000 shares of the Coyrp@ommon Stocl
however, pursuant to a privately negotiated agre¢mvigh Cova, Mr. Epstein has agreed to transfemenship of all
common stock underlying the stock option to Covarupxercise of the stock option. Cova is an aféiliaf Renova U.S.
Management LLC, in which Mr. Epstein serves as add@r and participates in a profit sharing plan. Bfrstein disclaims
beneficial ownership over the 3,826,721 share®ofroon stock held of record by Cova. Cova may bengeleto own an
aggregate of 7,955,815 shares of common stockrhyevof their having entered into in an Investoigh®s Agreement with
GMS Acquisition Partners Holdings, LLC, an entintrolled by Cova. Andrew Intrater has voting amgpdsitive power
over the shares of common stock held by Cova. Gavasiness address is Citigroup Center, 153 £ S8, 58" Floor,
New York, NY 10022

(10)Includes a stock option to purchase 7,500 sharesrafnon stock held of record by Mr. Intrater, hoeg\pursuant to a
privately negotiated agreement with Cova, Mr. ltgrdas agreed to transfer ownership of all comsiook underlying the
stock option to Cova upon exercise of the stockoopCova is an affiliate of Renova U.S. Managemér&, in which Mr.
Intrater serves as the Managing Partner and peaties in a profit sharing plan. Mr. Intrater digtla beneficial ownership
over the 3,826,721 shares of common stock heldafrd by Cova.

(11)Based on information contained in a Schedule 18 fiy Stanford Financial Group Ltd. on Octobe2®)8. Includes
warrants to purchase up to 498,230 shares of oummm stock which became exercisable upon our aitiquisf CTI.
James M. Davis has voting and dispositive power the
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shares of our common stock owned by Stanford Finh@roup. The business address of Stanford FiaaGioup Ltd. is
No. 11 Pavilion Drive, St. JoI's, Antigua — Barbuda, West Indies.

(12)Based on information contained in a Schedule 18 fiy Wellington Management Company, LLP on Fetyrd2, 2010.
The business address of Wellington Management Compd P is 75 State Street, Boston, MA 02109.

(13)Based on information contained in a Schedule 18 fiy Nicusa Capital Partners, L.P. on Februar2080. The busine
address of Nicusa Capital Partners, L.P. is 1&S3aket, Suite 1650 New York, N.Y. 10004.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Related Party Debt

There are five unsecured notes payable to foukbktiders at December 31, 2009.

Four of these notes were entered into Decembe&2¥8, and are payable to Messrs. Yaron Eitan, Win&hurchill,
Thomas Rebar and Wayne Weisman, partners of S@BRt®Equity Management Company, LLC (“SCP”), whigla
stockholder and of which three of our Directors members, in principal amounts of $150,000, $650,8200,000 and
$100,000, respectively. Subsequently, on Juned@,2Yaron Eitan assigned to Winston Churchilldnisire right, title and
interest in and to the unsecured promissory notedramount of $150,000. Each note bears inteté&tawhich is calculated
quarterly and paid in-kind (added to the unpaidi@pal balance). These notes are payable in ondiceah installment of $1.0
million, plus all paid-in-kind interest on June P®14. At December 31, 2009 and 2008, outstandiimgipal on these notes
totaled $1.1 million and $1.0 million, respectively

Management Agreement with Board Member

On October 1, 2009, we entered into a Managemerdgekgent with Selway Capital, LLC (“Selway”), anignthat is solely
owned by Yaron Eitan, the Vice-Chairman of our Bbaf Directors. Mr. Eitan and two other of our iters are members of
SCP, a stockholder. The agreement provides forighudt limited to) the following services to berfeemed by Selway on our
behalf:

« Strategic development and implementation as astionsultation to our chief executive officer aegular basis as per
his reasonable requests;

< ldentifying strategic partners with companies withich Selway has relationships and access. Irctihigection, Selwe
will focus on building partnerships with companiedsrael, Singapore, India and Europe. The focilisbe on the
expansion of our munitions business;

e Advice related to our investor relations strategy
< Advice related to our future fund raising, indlugl identifying sources of capital in the Unitedss; and
e Support our mergers and acquisitions strategypdendan active role in our due diligence and asialy

The Management Agreement stipulates that theséssrwill be performed by Yaron Eitan, with assista as needed from
other employees of Selway and consultants. The §eEmant Agreement is retroactive to August 1, 2@@jres on October 1,
2012 and can be terminated by either us or Selyway 80-days’ written notice or upon our defaulpayment or Selway’s
failure to perform services under the ManagementAgent. Selway’s compensation for these servidebev$41,666.67 per
month for the duration of the Management Agreemidatvever, we are only required to pay $11,000 pantim through
January 31, 2010 with the balance of $31,666.6frmerth remaining unpaid until our senior lendersaonis to such payment.
Additionally, Selway can earn a $210,000 bonusap#yin cash or our common stock at the discregfayur Board of
Directors. That bonus was approved by our Boardigdfctors on March 17, 2010 and paid to Selwagammon stock, in
April 2010. We will also reimburse Selway for costsurred specifically on our behalf for these segs. Under the
Management Agreement, we indemnify Selway and Sela@demnifies us against certain losses that mapdered while
carrying out its obligations under the Managemegite&ment.

It is Company’s policy to not enter any transactjother than compensation arrangements in the anglicourse) with any
director, executive officer, employee, or principtdckholder or party related to them, unless aizbd by a majority of the
directors having no interest in the transactiomrug favorable recommendation by the Audit Commifte a majority of its
disinterested members).
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee assists the Board in providingrsight of the systems and procedures relatinigetantegrity of the
Company’s financial statements, the Company’s fir@meporting process, its systems of internabaating and financial
controls, the annual independent audit processeo€ompany’s annual financial statements, the Cagipaompliance with
legal and regulatory requirements and the quatificeand independence of the Company’s indepenagigtered public
accounting firm. Management has the responsilfiitthe implementation of these activities. In illiig its oversight
responsibilities, the Audit Committee reviewed aigtussed with management the audited financitrsints in the
Company’s Annual Report on Form 10-K for the fispadr ended December 31, 2009, including a discasHithe quality and
the acceptability of the Company’s financial repaytand controls.

The Company’s independent registered public ac@ogifitm is responsible for expressing an opiniontlee conformity of
those audited financial statements with U.S. gdiyesiacepted accounting principles and on the éffeness of the Company’s
internal control over financial reporting. With pext to the audit of Company'’s financial statemémtshe year ended
December 31, 2009, the Audit Committee has revieavetdiscussed the audited financial statementsménagement; has
discussed with Company’s independent accountaatmttters required to be discussed by the statemneftiditing Standards
No. 61, as amended (AICPA, Professional Stand&fals,1, AU section 380), as adopted by the Publien@any Accounting
Oversight Board in Rule 3200T; and has receivedittitten disclosures and the letter from the indef@nt accountant required
by applicable requirements of the Public Compangomting Oversight Board regarding the independenbuntant’s
communications with the Audit Committee concernimdependence and has discussed with the indepeademiintant the
independent accountant’s independence.

Based on these reviews and discussions, the Awdiindittee recommended to the Board of Directorsttiaaudited
financial statements be included in the compangisial report on Form 10-K for the fiscal year en@&tember 31, 2009. The
Audit Committee also reappointed CCR LLP as the gamy’s independent registered public accounting for fiscal 2010.

AUDIT COMMITTEE

Thomas Rebar, Chairman
Joseph Gorman
Yair Shamir
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RATIFICATION OF INDEPENDENT AUDITORS

PROPOSAL NO. 2

The Audit Committee has appointed CCR as indepéraiatitors to audit the financial statements ofGlmenpany for the
year-ending December 31, 2010, and the Board afdors is asking stockholders to ratify that appoant.

A representative of CCR is expected to be pregatheaAnnual Meeting, with the opportunity to makstatement, if he or
she desires to do so, and is expected to be alatlabespond to appropriate questions.

The Audit Committee is not required to take anyaschs a result of the outcome of the vote onghiposal. In the event
stockholders fail to ratify the appointment, thedtuCommittee will reconsider this appointment. BvEthe appointment is
ratified, the Audit Committee, in its discretionayndirect the appointment of a different independ&eounting firm at any
time during the year if the Audit Committee detares that such a change would be in the Company shemstockholders’
best interests.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE RATIFICATION OF THE APPOINTMENT
OF CCR LLP AS CYALUME'’S INDEPENDENT AUDITORS FOR TH E YEAR ENDING DECEMBER 31, 2010.

Principal Accountant Fees and Services

CCR LLP audited our consolidated financial statetsiéor the years ended December 31, 2009 and ZDOR. LLP also
audited the Predecessor (CTI) for the period framudry 1, 2008 to December 19, 2008. CCR LLP igpoucipal accountant
as of December 31, 2009. Miller, Ellin and Compé&hf? was our principal accountant in 2008 until Deber 19, 2008.

2009 2008

Miller, Ellin and

CCRLLP CCRLLP Company

Audit fees® $ 260,000 $ 382,000 $ 13,00(
Audit-related fee&) — 3,00( —
Tax fees® — — —
All other fees® — — —
Total fees $ 260,000 $ 350,000 $ 350,00(

(1) Audit fees were primarily related to our finaalstatement audits, related quarterly reviews rawgew of various SEC
Forms. CCR LLP for 2008 includes $32,000 relate@Td financial statements audits.

(2) Audit-related services principally include ackvion compliance with Sarbanes-Oxley.
(3) There were no tax related services provideéhduhe period.

(4) There were no other services provided durirgpériod.

Change in the Company'’s Principal Accountant

On December 19, 2008, we engaged CCR as its pahagrountant and dismissed Miller Ellin from thale. The change in
accountants was approved by the Board of Directbtise Company and did not result from any diséadison with the quality
of professional services rendered by Miller Ellin.

Miller Ellin served as our independent public acatamt from July 23, 2007 until December 19, 2008tily such period,
there were no disagreements with Miller Ellin oty amatter of accounting principles or practicesafinial statement disclosure,
or auditing scope or procedures. The audit repodwr financial statements as of and for the paretled December 31, 2007
and the related statements of income, stockholéepsity and cash flows for the years ended Dece®be?007 and the period
from July 19, 2005 (inception) to December 31, 28@&not contain any adverse opinion or disclaiofepinion, nor were any
qualified or modified as to uncertainty, audit seppr accounting principles.

During the year-ended December 31, 2007 and isubsequent interim period, we did not consult Vli@®R regarding (i)



the application of accounting principles to a sf)eciompleted or contemplated transaction,
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or the type of audit opinion that might be rendesadur consolidated financial statements and nttemror oral advice was
provided by CCR that was an important factor com®d by us in reaching a decision as to any actayraguditing or financial
reporting issue or (i) any matter that was eitiher subject of a disagreement or event, as sét fottem 304(a)(1)(iv) or ltem
304(a)(1)(v) of Regulation S-K.

Pre-Approval Policies and Procedures

In accordance with the SEC’s auditor independenkesythe Audit Committee has established the iotig policies and
procedures by which it approves in advance anytaugiermissible non-audit services to be provitteds by our independent
auditor.

Prior to the engagement of the independent audidorany year's audit, management submits to théitA\Dommittee for
approval lists of recurring audit, audit-relateak &ind other services expected to be provided éynttependent auditors during
that year. The Audit Committee adopts pre-appreehbdules describing the recurring services thHestpre-approved, and is
informed on a timely basis, and in any event byrtéet scheduled meeting, of any such services redd®y the independent
auditor and the related fees.

The fees for any services listed in a pre-appreghédule are budgeted, and the Audit Committeanesjthe independent
auditor and management to report actual fees vénsusudget periodically throughout the year. ThelihCommittee will
require additional pre-approval if circumstancdseawhere it becomes necessary to engage the indepeauditor for
additional services above the amount of fees aaibyirpre-approved. Any audit or non-audit service listed in a pre-approval
schedule must be separately pre-approved by thé Soedhmittee on a case-by-case basis.

Every request to adopt or amend a pre-approvaldstder to provide services that are not listed jpre-approval schedule
must include a statement by the independent agditoto whether, in their view, the request is sbast with the SEC's rules
on auditor independence. All of the services desdiunder the caption Principal Accountant FeesSerdices were pre-
approved.

The Audit Committee will not grant approval for:

e any services prohibited by applicable law or hy aule or regulation of the SEC or other regulatoody applicable to
us;

e provision by our independent auditors of strataginsulting services of the type typically prodddsy management
consulting firms; or

< the retention of the independent auditors in eation with a transaction initially recommendedthg independent
auditors, the tax treatment of which may not barciender the Internal Revenue Code and relatedatégus and which
it is reasonable to conclude will be subject toibpicedures during an audit of our financial sta¢nts.

Tax services proposed to be provided by the auttitany of our directors, officers or employees vsim an accounting
role or financial reporting oversight role mustdmproved by the Audit Committee on a case-by-caseslwhere such services
are to be paid for by us, and the Audit Committééele informed of any services to be provided tietsindividuals that are not
to be paid for by us.

In determining whether to grant pre-approval of aop-audit services in the “all other” categorye tudit Committee will
consider all relevant facts and circumstancesudinb the following four basic guidelines:

« whether the service creates a mutual or conflicinterest between the auditor and us;
« whether the service places the auditor in thétiposof auditing his or her own work;
< whether the service results in the auditor acisgnanagement or an employee of ours; and

< whether the service places the auditor in a jposif being an advocate for us.
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OTHER MATTERS

General

Management does not know of any matters otherttha@se stated in this Proxy Statement that are frésented for action
at the meeting. If any other matters should prgpewme before the meeting, it is intended that jg®in the accompanying
form will be voted on any such other matters incadance with the judgment of the persons votindquroxies. Discretionary
authority to vote on such matters is conferredushgroxies upon the persons voting them.

We will bear the cost of preparing, printing, asbéng and mailing the proxy, Proxy Statement artteoimaterial which
may be sent to stockholders in connection with sbigitation. It is contemplated that brokeragedes will forward the proxy
materials to beneficial owners at our requestdiditéon to the solicitation of proxies by use oétimails, our officers and
regular employees may solicit proxies without aiddil compensation, by telephone, facsimile or oéhectronic
communications. We may reimburse brokers or otkesgns holding stock in their names or the nameisadf nominees for the
expenses of forwarding soliciting material to th@incipals and obtaining their proxies.

A copy of our Annual Report on Form 10-K for theayended December 31, 2009 (as filed with the SEE)ding the
financial statements thereto, is being providedhwhe proxy statement. Requests for additionalesophould be directed to
Derek Dunaway, c/o Cyalume Technologies Holdings,,196 Windsor Street, West Springfield, Massaetta€$1089. Proxy
materials are also available on the Company wehbsitgtp://investor.cyalume.com/annual-proxy.cfm

Communications with the Board of Directors

The Board of Directors maintains a process forldtotders to communicate with the Board of Direct@®ckholders
wishing to communicate with the Board of Directorsany individual director must mail a communicataddressed to the
Board of Directors or the individual director t@tBoard of Directors, c/o Cyalume Technologies Had, Inc., 96 Windsor
Street, West Springfield, Massachusetts 01089. g\tph communication must state the number of stdresmmon stock
beneficially owned by the stockholder making thenomunication. All such communications will be forndad to the full Board
of Directors or to any individual director or ditecs to whom the communication is directed unlegsscommunication is
clearly of a marketing nature or is unduly hostitegatening, illegal, or similarly inappropriabte which case the Company has
the authority to discard the communication or tagpropriate legal action regarding the communigatio

Where You Can Find More Information

We file annual, quarterly and current reports, gretatements and other documents with the SEC uhddfxchange Act.
Our SEC filings made electronically through the SEEDGAR system are available to the public at$#C’s website at
http://www.sec.govYou may also read and copy any document we fille the SEC at the SEC'’s public reference room
located at 100 F Street, NE, Room 1580, Washind2@h20549. Please call the SEC at (800) SEC-03Bfufther information
on the operation of the public reference room.

Code of Ethics

We have adopted a Code of Business Conduct ands&ttat applies to our directors, officers and eygés, including our
Chief Executive Officer and Chief Financial Offid@ur principal executive officer and principaldimcial and accounting
officer, respectively). A copy of the Code of Ethis available on our websiteyw.cyalume.com

Changes in Director Nomination Process for Stockhders

There were changes in the director nomination ®&®m January 1, 2009 through the present.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requires our atkee officers, directors and persons who bendfic@avn more than
10% of a registered class of our equity securtbefde with the SEC initial reports of ownershipdareports of changes in
ownership of our common stock and other equity sees. Such executive officers, directors, andaggethan 10% beneficial
owners are required by SEC regulation to furnishvitis copies of all Section 16(a) forms filed bychueporting persons.

Based solely on our review of such forms furnisteeds and written representations from certain g persons, we
believe that all shareholders have complied witfilalg requirements applicable to 10% benefidainers during the year-
ended December 31, 2009, except that Winston CHidiitdd four reports that were not timely, GenkfRet.) Jack Keane filed
three reports that were not timely, Yaron Eitan &ad Shamir filed two reports that were not timelyd Archie Clemins,
Thomas G. Rebar, Doron Cohen, Joseph T. Gormamn Egsstein, Daniel Gaspar, Derek Dunaway and MicBextonko each
filed one report that was not timely.

STOCKHOLDER PROPOSALS

The Annual Meeting of Stockholders for the yeariegddecember 31, 2010 is expected to be held ie 2011. Any
stockholder proposal intended to be included inGbenpany’s proxy statement and form of proxy fargantation at the 2010
Annual Meeting of Stockholders pursuant to Rule-84&Rule 14a-8"), as promulgated under the SemsiExchange Act of
1934, must be received by the Company not later Brecember 31, 2010. As to any proposals subnfittepresentation at the
Annual Meeting outside the processes of Rule 14heBproxies named in the form of proxy for the AahMeeting will be
entitled to exercise discretionary authority ort fhi@posal unless the Company receives noticeeofrthtter on or before April
16, 2011.

By Order of the Board of Directors,

Derek Dunaway
Chief Executive Officer and President

April 30, 2010
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ANNUAL MEETING OF STOCKHOLDERS OF

CYALUME TECHNOLOGIES HOLDINGS, INC.

JUNE 17, 2010

NOTICE OF INTERNET AVAILABLITY OF PROXY MATERIAL

The Notice of Meeting, Proxy Statement and ProxydGae available ainvestor.cyalume.com/annual-proxy.cfm

Please sign, date and mail your proxy card in thereelope provided promptly.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THELECTION OF DIRECTORS AND
“FOR” PROPOSAL 2.

PLEASE SIGN, DATE AND RETURN PROMPTLY IN THE ENCLOS ED ENVELOPE. PLEASE MARK
YOUR VOTE IN BLUE OR BLACK INK AS SHOWN HERE X

This Proxy is Solicited on Behalf of the Board of Dectors

The undersigned hereby appoints Derek Dunaway ohaél Bielonko, individually, as proxy to represtre undersigned
at the Annual Meeting of Stockholders to be helthatoffices of Loeb & Loeb LLP, 345 Park AvenueviNYork, NY 10154
on June 17, 2010 at 9:00 a.m., local time, anahatajournments thereof, and to vote the shar€oafmon Stock the
undersigned would be entitled to vote if personphysent, as indicated below.

1. ELECTION OF DIRECTORS: NOMINEES:
O FOR ALL NOMINEES ° Winston Churchill ° Yarcitan
° Archie Clemins ° Thomas G. Rebar
O WITHHOLD AUTHORITY ° Doron Cohen ° Joseph T. Gorman
FOR ALL NOMINEES ° Jason Epstein ° Frank Kline
° Yair Shamir ° Andrew Intrater
O FOR ALL EXCEPT ° General (Ret.) Jack Keane

(See instructions below)

INSTRUCTIONSTo withhold authority to vote for any individual minee(s), mark “FOR ALL EXCEPT” and fill in the cie
next to each nominee you wish to withhold, as shbene: -

2. RATIFICATION OF INDEPENDENT AUDITORS FOR AGAINST  ABSTAIN
O O O

If any other business is presented at the meetimgproxy will be voted by those named in thisxyrin their best judgment. At
the present time, the Board of Directors knowsmbther business to be presented at the meeting.

The shares of Common Stock represented by thisypraixen properly executed, will be voted as dirdctewever, abstentions will have no effect on the
election of directors (Item 1). Abstentions will treated as being present and entitled to votéemther Iltems presented at the annual meetingtlaacifore,
will have the effect of votes against such propadélyou do not provide your broker or other nogerwith instructions on how to vote your “streetned
shares, your broker or nominee will not be permdittevote them on non-routine matters (a broken*mote”) such as ltem 1. Shares subject to a bririaan-
vote” will not be considered entitled to vote withtspect to Item 1, and will not affect the outcoonethat Item. Please note that this year the malgarding
how brokers may vote your shares have changed eBsakay no longer vote your shares on the elecfialirectors in the absence of your specific instinns
as to how to vote. We encourage you to provideuesbns to your broker regarding the voting of yebares.

Signature of Shareholder Date

Signature of Shareholder Date




Note: Please sign exactly as your name or namezaamm this Proxy. When shares are held jointlghdelder should sign. When signing as executor,
administrator, attorney, trustee or guardian, @egige full title as such. If the signer is a caigtmn, please sign full corporate name by dulhatized officer,
giving full title as such. If signer is a partnegsiplease sign in partnership name by authorizzdqn.




