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Landon Barretto: Good morning, my name is Landon Barretdd’d be the moderator for today’s
presentation which is being recorded and will be accestwbbwing this call for
30 days at 800-406-7325, code 4041091, and also archived on the Cyalume
website.

Thank you for your interest in Cyalume Technologiesth\we today are the
President and CEO, Derek Dunaway, and Chief Financiad€dfiMike Bielonko.
Mr. Dunaway and Mr. Bielonko are going to discuss thepaonyg’'s financial
results for the fourth quarter and yearend December 31, ZiG&e conclusion
of the prepared remarks, we’ll open the conference for iQnest

In compliance with SEC requirements, | must readdlewing statements.
Except for historical information the matters discussethe conference call are
forward-looking statements that are subject to certaksrand uncertainties that
could cause actual results to differ materially from éheet forth in the forward-
looking statements. The factors that could causetsasudliffer materially are
included in the company’s filings with the Securities and Brge Commission.

The forward-looking statements made during today’s calbahlg made as of the
date of this conference call and the company undertakeBligation to

publically update such forward-looking statements to reflabsequent events or
circumstances.

Gentlemen, please proceed.

Derek Dunaway: Thank you, Landon, and thanks everyoneifong us. Let me give you the
agenda for today’s call.

First, Mike will review our financial results and thewill share my thoughts
with you regarding our performance for the year as veetlar strategy and
outlook for the future. After that, we’ll open thdlag for questions.

Go ahead, Mike.

Michael Bielonko:  Thanks, Derek. Before we get int® fihancials, let me just remind people that
Cyalume Technologies Holdings Inc. was previously knosvWector, a special
purchase acquisition company. Vector acquired Cyalume Tedieslnc.,
which we refer to as CTI, on Decembef’19008. At that time, Vector changed
its name to Cyalume Technologies Holdings Inc. Indiscussion, we refer to
the entire consolidated company as Cyalume, but occélgisrawill refer to
CTI for just the operating company where we think it's appate.
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As a result of the acquisition of CTI on Decemberth®,audited financial
statements shown in Form 10-K include the consolidatgdreents of income of
Cyalume for 2008 and 2007. It also includes CTI as the presteoasmpany for
the period from January 1 to December 19, 2008 and for th§édar

The Cyalume income statement itself only reflelsésresults of operations of CTI
for the period December 20 to December 31.

To assist investors in better understanding the changes iousiness, we have
provided a reconciliation of our net income per the additeancial statements to
adjusted pro forma net income by adding the net incomd bfas the
predecessor company, to that of Cyalume. Unless othesteita, the financial
information we’re going to discuss reflects such adjuteghcial information.

Adjusted pro forma net income is an alternative view ofjpmance used by
management and we believe that investors’ understandmg @lerformance is
enhanced by disclosing this performance measure.

The adjusted pro forma net income measure is not anddshot be viewed as a
substitute for US GAAP net income.

Adjusted pro forma net income is an important internadsueement for us and
we measure the performance of the overall company si#sis.

We stress that adjusted pro forma net income is non-GAaFhas no
standardized meaning under US GAAP and therefore hasdints usefulness
with investors.

Due to its non-standardized definition, adjusted pro fanetancome, unlike US
GAAP net income, may not be comparable with the cal@n of similar
measures for other companies.

Adjusted pro forma net income is presented solely to p&maastors to more
fully understand how we assess our performance. Pletesedo the 10-K for a
complete set of GAAP financials.

Now let’s turn to the financial results themselv&gvenues for the year ended
December 31, 2008 were 40.8 million, an increase of 1.7omidlr 4.4% over
revenues of 39.0 million for the year ended December 31, 2007.

For 2008, approximately 90% of our total revenues were atthbie to sales to
the Militaries of the US and the Militaries of o\&0 other countries including
NATO member countries. For 2007, comparable revenuesthiemlilitaries
were approximately 87% of our total revenues.

In the Military revenue category, chemical product ness for 2008 of 29.2

million were down slightly from revenues of 29.4 mitlicm 2007. Ammunition
revenues of 2.2 million in 2008 were about 10% higher than 20d7edlective
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products revenue of approximately 5.5 million was about 107%hitlan the
prior year.

It is important to remember that due to the nature opoaniucts, many are sold
under indefinite quantity type contracts whereby we fudfitlers as they are
placed by customers. This applies to our Military chehgioatracts and, to some
extent, to our reflective products.

Accordingly, we have limited insight into why our cusemnorder or the times or
guantities that they do. Such patterns are affected kyntive, size and duration
of training maneuvers and tactical missions, inventotpcésg, and budgets,
among other things.

In the commercial and public safety category, revenue2d08 were $4 million,
representing a decline of about 19%.

During 2008, we shifted away from a previous strategy bhgelirectly to end
users to our current strategy, which Derek will talk enalbout later, of building
sales through relationships with established distributdfs.anticipate growth in
commercial and public safety sales as our revised saddsges continue to take
hold.

Gross profit for 2008 was $20.3 million compared to 20.0 miliio2007.
Corresponding gross margins were 49.8% for 2008 and 51.1% for 2007.

Change in the sales mix to products with a lower per uraufiible] small
increase in gross profit and a decrease in gross margis.change in mix was
somewhat offset by price increases received during thefgreeertain products
to the Military.

Sales and marketing expenses declined in 2008 to 3 million3rémillion in
2007 or 12.3% due primarily to a reduction in expenses suppangrigrtmer
strategy for commercial and public safety sales.

General and administrative expenses declined to 5.1 mitlia@08 from 6.8
million in 2007. This was due in large part to the settleroéarbitrational
proceedings with a [inaudible] 2006 former owners of @&t took place in
January 2008. About 1.4 million was spent on litigatioBdA7 which did not
repeat in 2008.

R&D expenses declined slightly to 1.3 million and weigher in 2007 due to
one-time research projects with the Federal Government.

Looking ahead for 2009, we anticipate SG&A and R&D togathastal will
increase by about $1 million due primarily to additional cassociated with
being a publically traded company.

Other income increased by about $600,000 to approximately llidnnm 2008.
The company received $3 million in cash from a settlemdéhtthe previous
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owners of CTI. This resulted in a net gain of $2.8iamill Partially offsetting
this was a restructuring charge of $1.1 million incurrecoinnection with the
former CEO and two Vice Presidents having left the compaffgcilitate the
sale.

Other income in 2007 consisted primarily of about $600,00&iD Bxpense
reimbursements from the federal government.

Interest expense declined in 2008 primarily due to a declimeirest rates on
long term debt and to reduce debt outstanding. CTI began 200321 million
in debt and ended 2008 with 32.8 million in debt and thatatsflhe changes for
the acquisition by Cyalume.

The growth of 4.4 million in pre-tax income is a prignéactor in the 1.3 million
increase in the 2008 provision for income taxes compar2ddad. Effective tax
rates for 2008 and 2007 were pretty consistent betweere#ns. y

Regarding foreign currency, if 2008 operations in foreigmencies had been
translated used the foreign exchange rate used in 200Ayesveould have been
about $500,000 lower than what we reported.

Regarding inflation, inflation did not have a materi&et on the company in
either 2008 or 2007.

Now I'd like to present some highlights of the balartoee$ by comparing
Cyalume at December 31, 2008 to CTI, the predecessor congiddgcember
31, 2007.

Inventory increased 2.7 million in 2008 due to a planned inciedss raw
materials and related work in process formulationsings in inventory variance
accounts and the step up in fair market value of approgiyn&v00,000 at
December 19 to reflect purchase accounting of the acquisiti

At the end of 2007, we made a decision to boost the stpteknels of certain
chemicals and other items to give us ample time to finédiceptent sources in
the event of a major supply chain disruption of whichehes been none.

Property, plant and equipment declined 2.1 million primatilg to the
revaluation of the West Springfield facility to fair rkat value at the acquisition
date.

Capital expenditures for 2008 were approximately 1.5 miftwra variety of
production facility improvements. For 2009, we expect toapital expenditures
to be just slightly less than that of 2008, but to includeva ERP system for the
company.

Intangible assets grew from 31.8 million to 49.4 milladter the revaluation to
fair market value. As a result of the increase ia Wailue, amortization expense
for 2009 is expected to be 3.9 million compared to 2.6 milhaz007.
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Derek Dunaway:

Goodwill increased to 16.9 million from 24.4 million due he &cquisition.

At December 31, 2007, we showed a liability of 2.3 milliondeferred
underwriting cost on our balance sheet. During 2008, appabeiyn$300,000 of
this obligation was paid in cash and approximately 1.8 milvas converted into
a note payable which is included in our long term debt at 12/31A8 balance
of about $200,000 was reversed.

Common stocks subject to redemption was 1.1 million andrillian at
December 31, 2008 and 2007, respectively. At December 31, 2008ttt
was estimated to be the maximum it could be sincestwanown at that time
how much stock would be redeemed. At December 31, 2008 ofritet
redemptions had occurred and the remaining out to be redegasetbwn with
significantly reduce the amount on the balance sheet.

Also the 12—the 2007 amount was reported as long terne asdemption date
was not know at the time. The 2008 amount is presentedr @t as those
remaining redemptions were finalized in the first quart@009.

Net [inaudible] deferred income tax liabilities primgiihcreased from
approximately 4.9 million in 2007 to 9.2 million in 2008 as a tesulecording
increases to the fair market value of identifying intareyddsets.

Also regarding taxes, we had federal net operating losg foawards of $10.3
million at December 31, 2008 that we can use to reduce fistxes. These
NOL'’s are good through 2028.

That concludes my presentation on the 2008 financialwevidow let me turn
things back to Derek to talk about the outlook for 2009.

Thanks, Mike. We’ll now turn the disaus®f topic to 2009 and our business
objectives and outlook.

| want to first talk to you about the current environmerttat we are seeing, and
how we have addressed and will continue to address tHergdes there. Then |
will address our strategy and outlook for 2009, highlightingkeyrobjectives for
the main areas of our business, for the year, and pngviggineral guidance.

Well, the year has started slowly. We believe waeustand the root causes for
that slow start and I'm confident that it’s not a Idasgting situation and that the
long term fundamentals of the business are as soundras eve

Military purchases for our core chemical light produtas been very slow in Q1
and we attribute this to several factors. One beingtihage in administration
causing some degree of uncertainty with regard to defense budgate we

think this concern is not justified, it is a reality. \Wave seen no indications that
the operations in maintenance budgets, where the fundirgifgroducts
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actually come from, will be adversely impacted in tlear term at all. However,
anxiety about budgets has resulted in low order volume.

Operations in Iraq and Afghanistan are also impactingrerée our troops
prepare for a draw down, in Iraq they are living off catsupply levels. We
anticipate seeing this offset as we surge our Militaryatpns in Afghanistan.

Finally, the overall global economic slowdown is imjirag the speed at which
we're able to expand into the commercial markets.

As a result of the slow first quarter and the ovesatinomic environment, we
have taken the necessary steps to reduce cost in ¢anyfaad reorganize our
shifts to create more efficiency. We believe that ilsresult in cost reductions
of about $1 million.

The company took these actions proactively to bettermugierational resources
with short term demand fluctuations. If demand returrsctimpany can move
quickly to increase production levels to meet normalal@hrequirements.

This slow down is not pervasive to all areas of ourriass, however, our
European chemical business has had a very strong shoviimg finst quarter and
most importantly our ammunition business has begun tnebgyond
expectations and I'll discuss that further in a fewnmeats.

In spite of a slow beginning, let me say right offtthexpect 2009 to be a very
positive and informative year for Cyalume. We've emtlea new era for the
company having completed our merger in December of last yea

We have a clear plan and defined objectives for the yeiest and foremost is to
maintain our dominant position in the Military and gavment segment. We're
the only approved vendor of ChemLights to the US MiitaDne of our main
contracts contributing to this is up for renewal this yaad we feel confident in
our ability to renew that position.

Contributing to that, at the end of 2008 we switched our @@ ormulation to a
new and patented more environmentally friendly formdlae growing
importance of using environmentally friendly products wilhtoue to be an
advantage to Cyalume maintaining its position in this mas&gment.

Additionally, we believe there’s considerable opportutotgrow our core
chemical light business in certain international marketsthis will be a large
part of our strategy for 2009. In fact, we have recdntld a new Director of
Military Sales, Europe who will be instrumental in ouastgy there.

One of our most successful Military products in thé fias years has been our
infrared reflective flag patches. We're in the midisa @olicitation to the US.
Military for these products, which we are hopeful ohming. In prior years, we
have sold reflective flags to a number of customersige on Military uniforms.

Cyalume Technologies Inc. Page 6 3/31/2009



The US Military has combined all flag purchases into glsinontract and started
a competitive bid process. We have submitted a bid facdhract and expect an
announcement in April of 2009. Now if we are successfiel contract will result
in sales between 2.1 million and 10.4 million over the taree years. In 2008
and 2007, we sold 3.9 and 894,000 respectively of US flag patches.

We also believe the international market for th@selucts to be substantial. And
we look to them to be a large part of our strategy amale a push into those
markets.

We will continue to innovate and address the needs d¥lditary with new
products and further development of our current productseriRéechnology
improvements we’ve had with our intrusion detection iddatraceable, or IDIRT
product, has resulted in significant interest both donaktiand abroad. We are
also working on a number of projects involving emittindig further areas of
the infrared, as well as thermal.

The second area I'd like to discuss is the commeacidlpublic safety segment.
In 2008, we redefined our strategy for this segment to fowus on building a
distribution network to cover many of the niche mageias in this area.

We're just now starting to see the fruits of thdtdlaas we have—as we’re having
new distributors join our team and order volume istenrise. This is a strategy
that will take some time to fully play out and the mairige—the current

marketing conditions are certainly working against us, [®iawe confident that
laying the groundwork here will pay off long term.

A big advantage is that we have in this segment isrthigonmentally friendly
chemical formulation we’ve developed. A significant gdrour strategy in 2009
will be to better educate the market on the advantagesrqiroducts relative to
the competitors, mostly products imported from China.

Additionally, we are working on a number of product waiions that will have
specific application and end uses for specific market satgn Products such as
our evacuation stations for the hotel and facilitreistry and our [inaudible]
approved personal marking light of the Marine industry Heagevery positive
initial success.

The third area to discuss in our ammunition businesspas tf you that have
been following Cyalume know, this is the area of ourrmss with the largest
growth potential and it's a business that we expectdefiree our company in the
years to come.

For those unfamiliar with this area of our businessl@ye produces specialty
payloads for ammunitions. The advantage that we britigeiability to create a
non-pyrotechnic payload utilizing our chemiluminescent tetdgy. The
payload has extensive application in training as it addrélssesgnificant
environmental issues that traditional training ammunitiopsasent. By
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presidential order, the DOD is required actually to begrammunition for all
training ranges where possible.

Our unique ability to incorporate chemical light into thenaunition payload,
creates a training round that can be used in both day amidtragning situations.

Our main product in this segment is the MK281 40 millimgtenade. This
product has been accepted by the US Marines as its 40 etdlitmaining
[inaudible].

Through our partnership with Rimatel [ph], we supply ttf®Marines with 2.5
million rounds per year and we are looking to expand beyat#rines both
domestically and internationally.

In addition to the MK281, Cyalume currently has severeldgpment projects
underway to incorporate our green payload into a numbehef otlibers of
ammunition. One of those projects, a different versib40 millimeter
ammunition, the XM1110, we anticipate going into productios yeiar. We're
also developing tactical applications of our payloadsriperating our infrared
chemistry to use as marking rounds.

In 2008, we achieved 2.2 million in revenue from our amnamiiroducts.
Based on our current purchase orders and the anticipatezhlatithe XM1110,
this year we anticipate ammunition revenue growing over 3@08tver $6
million.

Lastly, I'll comment on our operations. Throughoutdis2009 we will seek to
maximize productivity improvements, minimize costs, andedmanufacturing
efficiencies. We have made some changes, as refdreadger, in the first
quarter that | feel will provide long term efficiencieslamprovements.

We’ll also continue to support our customers with exceptiquality and to
support our distributors and partners with innovative prodeéistive

marketing programs, and on time delivery. This performateaaly separates us
in the industry.

Now I'll briefly discuss guidance for 2009. As was disad in yesterday’s press
release, we expect revenues between $43 and $47 milR98) which
represents between a 5% and 15% growth. This will aengd an adjusted net
income of between $7.2 and $7.6 million.

| expect 2009 to be a very evolutionary year for the comp&Ve expect to see
our core business continue to grow, both domesticatlyeaen more so
internationally. We are well entrenched as the gjitdader in the Military and
Government markets and through our continued product innoyateih
established reputation and relationships, and far superioungirqdality, we will
maintain that position.
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Operator:

Joe Giamichael:

Derek Dunaway:

Michael Bielonko:

Joe Giamichael:

Derek Dunaway:

Michael Bielonko:

Joe Giamichael:

Derek Dunaway:

Michael Bielonko:

Joe Giamichael:

Michael Bielonko:

On top of that, the growth potential of our ammunitiosibess will start to be
realized in 2009 with the launch of our next caliber anttioaed growth of our
current products.
With that, | would like to open the call to questions frin@ audience.

Thank you, sir. At this time, we will be¢ie question and answer session.

If you would like to ask a question, please press thddtawed by the one on
your touchtone phone. To withdraw your question, please fihresstar followed
by the two. If you are using speaker equipment, we do aslgdbalease lift the
handset before making your selection.

As a reminder, if you would like to ask a question, plgasss the star followed
by the one at this time. One moment please for teeduestion.

Our first question will come from the line of Joe Gianael with Rodman &
Renshaw. Please go ahead.

Good morning, gentlemen.
Good morning, Joe.
Good morning.

| have a couple of just pretty basi&kkeeping questions for you. Q4 weighted
average shares on a fully diluted basis were what?

15 point...

Shares common outstanding are abo8trilion or Q4 would be approximately
9.5 million.

So the, | guess, the anticipated fuliyed in Q1 is somewhere in the
neighborhood of 15.3, right?

Correct.
That's correct.

Okay. And then you've reclassifiedimber of line items and, you know, broke
out R&D in the K but not in the subsequent Q’s and maetip you know, an
acceleration in the SG&A as a result of being a puldiogany; no surprise there.
But going forward, should we expect you to continue to boeslR&D on a
quarterly basis? I'm just trying to think from a modelingnstpoint what this
should look like.

Yes we will. We think that’'s an inmpant componenet of the business and we
intend to highlight it.
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Joe Giamichael:

Michael Bielonko:

Joe Giamichael:

Michael Bielonko:

Joe Giamichael:

Michael Bielonko:

Joe Giamichael:

Michael Bielonko:

Joe Giamichael:

Michael Bielonko:

Joe Giamichael:

Operator:

Frank Magdlen:

Derek Dunaway:

Michael Bielonko:

And then also, | know you discusseakiorg out revenues by segment. Is that
something you plan on doing on a quarterly basis goingafiaw

No, we do not. And just to keep the teology appropriate, we report the
company as one segment. We do identify revenue catsguriewe will
continue to do that as appropriate going forward, but Wenat be publishing
those.

Okay, that’s fine. And then gross marg Q4 declined. Is that more of a mix
issue or, you know, under absorption of overhead? Aratevtio you sort of see
margins going forward?

IT really was a mix issue and igslly what impacted us the most in 2008
throughout the entire year. Going forward, it readlyain, depends on the
product mix. Our ammunition products have a wide range akgrargins
depending on the individual items selected as well as bemCights and other
products. So it's’ hard to say at this point, but | thinkrall we expect to remain
roughly about 50% gross margin absent any material chamgas.

Okay. And then just one last questanralates to your guidance; when you
describe the adjusted net income in the amortizatiomangibles, do you
approximate that at still about 2.6 for 2009?

No, that number for 2009 is going to be @xprately 3.9 million. It increases
significantly because of the revaluation resulting ftbmacquisition on
December 19.

That 2.6 million for 2008 is going up to about 3.9 millior2B09 and thereafter.

Okay. And what effective tax rateyareusing there?

| think our effective tax rate foethast year was around 30%.

Right. And that’'s what you've modeladlie guidance that you've given?

Yes, it's consistent.

Okay, thank you.

We’'ll take our next question from the line itk Magdlen with The Robinson
Group. Go ahead.

Good morning.
Good morning.

Good morning.
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Frank Magdlen:

Derek Dunaway:

Frank Magdlen:

Derek Dunaway:

Frank Magdlen:

Derek Dunaway:

Frank Magdlen:

Michael Bielonko:

Frank Magdlen:

Michael Bielonko:

Frank Magdlen:

Michael Bielonko:

Looking at your guidance for ‘09, at the émd does that exclude a flag
contract?

The low end anticipates a slower rebouartie—from the Q1 sales volumes of
chemical light as well as the lower end of the flatume.

Okay. So but it is—you’re expect—you hakigh degree of confidence of
getting that contract so it’s in your guidance?

That is correct.

All right. And then, what is happening tade®unt and how bad is the first
quarter?

We’'ve—we reduced headcount in the factoapbbut 20%. Again, it's—we
have the flexibility to go up and down there pretty gasil

We also did some changes there to improve efficiel¢g.changed from a five
day eight hour week to a four day 10 hour week which allovis ds a lot less
stopping and starting of some of the machinery and thingshidkethat’s resulting
in some nice—some nice cost savings.

As | said, the Q4, like | said, did start out prettywsladChemical light sales were
about 50% of our norm while some of the other aredaiogr remained healthy,
like ammunition and some of the European sales. Busthaut the slowdown
was really on the core Military ChemLight business.

Can you tell me headcount then? | know yeel i@ a percentage, but...

| think we’re at about 150, down fratvout 190 to 200. And most of those are
the entry level people in the factory. When we #lated the second shift, we
took the skilled machinists and other people and brought tmo the first shift
so the reduction really resulted in entry level peagiech has happened before at
times in the company’s history and, as Derek indicatesipas as the business
comes back we’re able to ramp up within a matter of weegett back to where
we need to be to run the machines.

Okay. And just one other question; whitesnaintenance cap ex?

Overhauls of major production equiptmeepairs, replacement of the roof on the
building, things like that. We're in a very old fatili We have a lot of old
machinery and we’ve begun a program a couple of yearefaggw automation
and significantly refurbishing old automation and keep the plaweing at top
level.

Well, can you quantify that in dollars year now?

You mean, in terms of how muchlaf tap ex is...?
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Frank Magdlen:
Michael Bielonko:
Frank Magdlen:

Operator:

Landon Barretto:

Derek Dunaway:

Landon Barretto:
Derek Dunaway:
Michael Bielonko:

Operator:

Maintenance.

Is maintenance. I'm guessing—I'm guessiogut half.

Thank you.

Thank you. At this time, if there are add#icquestions pleas press the star
followed by the one. If you are using speaker equipmmenijo ask that you
please lift your handset before making your selectfone moment please for our

next question.

Landon, at this time we have no additional questionsill turn the conference
back to you at this time.

Okay, Derek, before we go do you haythang else you'd like to say?

No, thank you. | just want to thank eweeyfor attending and listening to the
call. And as Landon said, this call is accessible omalsite if you'd like to
review it in the future.

Derek, Mike, thank you for your time.

Thank you.

Thank you.

Thank you. At this time, we will [inaudiblepiy’s teleconference. We do
thank you for your participation in today’s program. Warnk you for using

ACT and you may now disconnect. And please have agieday.

END
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