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PART | — FINANCIAL INFORMATION
ITEM 1 — FINANCIAL STATEMENTS (UNAUDITED)
Vector Intersect Security Acquisition Corp.
(a corporation in the development stage)
Balance Sheet s

As of June 30, 2008 and December 31, 2007

December 31,

June 30, 2008 2007
(Unaudited) (Audited)
ASSETS
Current assets:
Cash $ 374,678 $ 569,72:
Investment in trust account 58,489,50 58,309,16
Prepaid Expenses 39,33« 94,44¢
Total current assets 58,903,51 58,973,32
Deferred Acquisition Cost 176,64« -
Total assets $ 59,080,15 $ 58,973,32
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Deferred underwriting fees $ 2,340,000 $ 2,340,001
Accounts payable and accrued expenses 75,40¢ 79,02«
Accrued interest on notes payable, stockholders 22,31 9,481
Income taxes payable 64,76 85,00(
Due to stockholders 8,82( 8,82(
Notes payable, stockholders 105,00( 205,00(
Total current liabilities 2,616,30! 2,727,32!
Common Stock, subject to possible redemption, 148Pshares 11,290,49 11,144,224
Commitments and Contingencies
STOCKHOLDERS' EQUITY
Preferred stock, $0.001 par value
Authorized 1,000,000 shares; none issued - -
Common stock, $0.001 par value
Authorized 50,000,000 shares
Issued and outstanding 1,875,000 shares and 9(B¥Y&t@ecember 31, 2006 and June 30, 2 9,37¢ 9,37¢
Additional paid-in-capital 44,293,48 44,439,73
Earnings accumulated during the development stage 870,50¢ 652,65
Total stockholders’ equity 45,173,36 45,101,76
Total liabilities and stockholders’ equity $ 59,080,15 $ 58,973,32

See notes to financial statements.




Interest Income
Operating expenses

Income before interest expense and income taxes
Interest expense-related party

Income before provision for income taxes
Provision for income taxes

Net income for the perio

Weighted average shares outstanding -
Basic
Diluted

Net income per shar- Basic

Net income per shar- Diluted

Vector Intersect Security Acquisition Corp.
(a corporation in the development stage)
Statement s of Income

(Unaudited)

For the period from

July 19, 2005

Six Months Ended June 30, Three Months Ended June 30, (inception) to

2008 2007 2008 2007 June 30, 2008
$ 612,58: $ 342,43 $ 248,84t $ 342,43: $ 1,959,501
412,13! 124,27! 156,45:. 100,16¢ 991,82!
200,44¢ 218,15¢ 92,39/ 242,26! 967,68:
2,831 11,07¢ 1,061 8,24: 31,04¢
197,61¢ 207,08( 91,33: 234,02: 936,63
(20,239 30,40( 84,49; 30,40( 66,12¢
$ 217,85t $ 176,68( $ 6,83¢ $ 203,62: $ 870,50¢
9,375,00! 4,381,25I 9,375,00! 6,887,50! 4,849,58:
11,871,31 5,315,90. 11,880,09 8,746,53: 10,357,50
$ 0.0z $ 0.04 $ — % 0.0: $ 0.1¢€
$ 0.0z $ 0.0t $ — $ 0.0z $ 0.0¢

See notes to financial statements.




Vector Intersect Security Acquisition Corp.
(a corporation in the development stage)
Statement of Stockholders Equity (deficit)

Common shares issued
July 19, 2005 at (inception) at $0.0133
Net loss for the perio

Balances at December 31, 2005
Net loss for the perio

Balances at December 31, 2006

Proceeds of private placement- April 25, 2007

Common shares issued June 30, 2007 @$8 per share
Expenses of the Offering

Proceeds subject to possible redemption of 1,462sh8res
Net income for the perio

Balances at December 31, 2007
Adjustment to value of shares subject to possidkemption
Net income for the perio

Balances at June 30, 2008

Deficiency
Accumulated Total
During the Stockholders’
Common Stock Additional Development Equity
Shares Amount Paid-in capital Stage (Deficit)
1,875,000 $ 1,87¢ 23,12 $ -3 25,00(
- - - (67,11¢) (67,11¢)
1,875,000 $ 1,87¢ 23,12 $ (67,116 $ (42,11¢)
- - - (77,53¢) (77,53¢)
1,875,001 1,87¢ 23,12¢ (144,65() (119,65()
187,50( 187 1,499,81. - 1,500,001
7,312,501 7,31z 58,492,68 - 58,500,00
- - (4,431,64) - (4,431,64)
- - (11,144,24) - (11,144,24)
- - - 797,30: 797,30:
9,375,00! 9,37t 44,439,73. 652,65 45,101,76
(146,25() (146,25()
217,85¢ 217,85¢
9,375,000 $ 9,37% 44,293,48 $ 870,50¢ $ 45,173,36

See notes to financial statements.




Vector Intersect Security Acquisition Corp.
(a corporation in the development stage)

Cash flows from operating activities
Net income

(Unaudited)

Statement s of Cash Flows

For the Period From July 19, 200

Six Months Ended June 3C

(Inception) to

Adjustments to reconcile net income to net caskigeal by operating

activities
Deferred Acquisition Cost
Prepaid Expenses
Accounts payable and accrued expenses
Income tax payable

Accrued interest on notes payable, stockholders

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Payment to trust account

Net cash used in investing activities

Cash flows from financing activities

Proceeds from advances from stockholder
Proceeds from sale of shares of common stock
Proceeds from notes payable, stockholders
Repayment of notes payable, stockholders
Proceeds from private placement

Proceeds from initial public offering

Payment of expenses of offering

Net cash provided by financing activities

Net increase (decrease) in cash
Cash, beginning of period

Cash, end of period

Supplemental disclosure of cash flow information

Cash paid for interest

Supplemental schedule of non-cash financing activés:

Accrual of deferred underwriting costs

2008 2007 June 30, 2008

$ 217,85t $ 176,68($ 870,50¢
(176,644 - (176,649
55,11( (151,11) (39,33
(3,61¢) (66,12¢) 75,40¢
(20,23%) 30,40( 64,76:
12,83: 10,07¢ 22,31:
85,29 (80) 817,01(
(180,34) (58,213,91) (58,489,50)
(180,34) (58,213,91) (58,489,50)

- - 8,82(

- - 25,00(

_ _ 348,79:

(100,00() - (243,79)

- 1,500,001 1,500,001

- 58,500,00 58,500,00

- (1,646,97) (2,091,64)

(100,000  58,353,02 58,047,17
(195,049 139,02 374,67!
569,72 24,27¢ -

$ 37467' $ 163,30.$ 374,67
$ - $ - 8,73¢
$ - $ 2,35233% 2,340,001

See notes to financial statements.




Vector Intersect Security Acquisition Corp.
(a development stage company)

Notes to Financial Statements

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

June 30, 2008

Basis of Presentation

The financial statements of Vector Intersect Ségucquisition
Corporation (the “Company”) , for the six monteaded June 30,
2008 and 2007, for the three months ended Jun2088, and 2007
and for the period from July 19, 2005 (inceptiamJtine 30, 2008,
are unaudited. In the opinion of management, glisachents
(consisting of normal adjustments) have been miaateatre
necessary to present fairly the financial positbéthe Company as
of June 30, 2008 and the results of its operatimsits cash flows
for the six months ended June 30, 2008 and 20@#htee months
ended June 30, 2008 and 2007 and for the period Jrdy 19, 200
(inception) to June 30, 2008. Operating resultgHerinterim
periods presented are not necessarily indicatitheofesults to be
expected for the full fiscal year. The balance shsef December
31, 2007 has been derived from the audited findstagéements.

Vector Intersect Security Acquisition Corporaticdig
“Company”) was incorporated in Delaware on Jul, 2005 as a
blank check company. #'objective is to acquire, through a mert
capital stock exchange, asset acquisition or ctimeitar business
combination (as defined below), one or more busiee the
homeland security, national security and/or commeamdi control
industries.

The registration statement for the Company’s ihfigblic offering
(the “Public Offering”) was declared effective dxpril 25, 2007.
The Company completed a private placement (thévaee
Placement”) and received gross proceeds of $108000n April
25, 2007. The Company consummated the Public @ffevh May
1, 2007 and received gross proceeds of $58,50070G0.
Company’s management has broad discretion withetgp the
specific application of the net proceeds of thede Placement al
the Public Offering (collectively the (“Offeringy’each as
described in Note 2), although substantially alih&f net proceeds
of the Offerings are intended to be generally aaptoward
consummating a business combination with a targ@ipany. As
used herein, a “target business” shall includeoperating business
in the homeland security or defense industries, @mbination
thereof, and a “business combination” shall méaa acquisition
by the Company of such a target business. There &ssurance
that the Company will be able to effect a busirmsabination
successfully.




Of the proceeds of the Offerings, $58,030,000 wasaul in a trust
account (“Trust Account”) at JP MorganChase, N¢éark City,
New York, maintained by American Stock Transfer 8dt
Company, the Company’s transfer agent. This amimghides the
net proceeds of the Public Offering and the Privdseement, and
$2,340,000 of deferred underwriting compensati@s fighe
“Discount”) which will be paid to Rodman & RensiwaLLC if,
and only if, a business combination is consummaibd.funds in
the Trust Account will be invested until the earlié (i) the
consummation of the Company'’s first business coatiwn or (ii)
the liquidation of the Trust Account as part oflanpof dissolution
and liquidation approved by our stockholders. U1¢600,000 of
interest income on the Trust Account may be usddrtd the
Company’s working capital requirements includingmpants for
legal and accounting fees to due diligence on matHEe
acquisitions and continuing general and adminiseagxpenses.

After signing a definitive agreement for the acdiga of a target
business, the Company will submit such transadtiostockholder
approval. In the event (i) the Business Combinaisamot approved
by a majority of the shares of common stock issaexur initial
public offering or (ii) 20% or more of the shardscommon stock
held by the public stockholders vote against theifBess
Combination and exercise their conversion righscdbed below,
the Business Combination will not be consummated.

With respect to the first Business Combination whgapproved
and consummated, any Public Stockholder who vageihat the
Business Combination may demand that the Compateere its,
his or her shares. The per share redemption piitequal the
amount in the Trust Fund, plus interest (net oétapayable and n
of up to $1,500,000 of interest income on the TRusid that may
be used to fund the Company’s working capital) daled as of
two business days prior to the proposed Businessb@ation,
divided by the number of shares of common stocH bglPublic
Stockholders at the consummation of the Public 1@fe
Accordingly, Public Stockholders holding approxielgt19.99% o
the aggregate number of shares owned by all P8bdickholders
may seek redemption of their shares in the eveatRifisiness
Combination. Such Public Stockholders are entittecbceive their
per share interest in the Trust Fund computed withegard to the
shares held by the Initial Stockholders.

Use of estimates

The preparation of financial statements in conféymiith
accounting principles generally accepted in thetdthStates of
America requires management to make estimatesssuigptions
that affect the reported amounts of assets antlitied at the date
of the financial statements and the reported ansoofneéxpenses
during the reporting period. Actual results coulitfied from those
estimates.




2.

Offerings

Concentration of Credit Risk

Financial instruments that potentially subject @mmpany to credit
risk consist of cash and cash equivalents. The @oyip policy is
to limit the amount of credit exposure to any onaricial
institution and place investments with financiatitutions or in
short-term money market funds that provide minimadosure to
interest rate and credit risk.

Earnings per Common Share

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

Recent Accounting Pronouncements

Management does not believe that any recently dsdue not yet
effective, accounting standards if currently addpt®uld have a
material affect on the accompanying financial stegets.

On April 25, 2007 the Company sold 187,500 unita IPrivate
Placement, and on May 1, 2007 the Company sold27580 units
in the Public Offering (collectively the “Units’))Each Unit
consists of one share of the Company’s common s®&k01 par
value, and one common stock purchase warrant (tsvds”). Eact
Warrant entitles the holder to purchase from then@any one sha
of common stock at an exercise price of $5.00 pares(which
Warrant may be exercised on a cashless basis) coaimgethe late
of (a) one year from the effective date of the RuBfffering; or (b)
the completion of a Business Combination with geabusiness
and expiring four years from the date of the PuBlifering
prospectus (unless earlier redeemed). The Wasartieemable at
a price of $0.01 per Warrant upon 30 days notiter die Warrant
becomes exercisable, only in the event that (aletbtesales price of
the common stock is at least $11.50 per sharenfp®8 trading
days within a 30-trading-day period ending on thigdtbusiness
day prior to date on which notice of redemptiogiigen.

The Company will use its best efforts to causegisteation
statement to become effective on or prior to thermencement of
the Warrant exercise period and to maintain thectiffeness of
such registration statement until the expiratiothef Warrants. The
Warrants may not be exercised in the absence effaative
registration statement and, in the event that the@any is unable
to maintain the effectiveness of such registrasimtement until the
expiration of the Warrants, and therefore is unabldeliver
registered shares, the Warrants may expire uneegrend
worthless. In no event will the Company be requiedet-cash
settle the Warrants. Accordingly, the Company teteminined that
the Warrants should be classified in stockholdeggiity upon
issuance in accordance with the guidance in EITE®0
“Accounting for Derivative Financial Instrumentsdexed to, and
Potentially Settled in, a Company’s Own Stock™.






3.

4.

5.

6.

Deferred Acquisition Costs

Advances from Stockholder

Notes Payable, Stockholders

Per Share Information

Deferred acquisition costs consist of legal, anditregulatory
filing, underwriting fees and other costs incurrethted to the
Proposed Acquisition.

In March 2006 and in September 2006, a stockh@deanced the
Company a total of $8,820 for operating expenshs.ddvance is
non-interest bearing and is due on demand.

In addition to their purchase of the Company’s camrstock, two
of the Company’s stockholders and officers advanbedCompany
an aggregate of $205,000 in exchange for unseqredissory
notes. The notes bear interest at a rate of 4%narm with
principal and accrued interest due no later tharfitet anniversary
of the Public Offering. During the quarter endedréfa31, 2008,
the Company repaid $100,000 of these loans.

The Company issued two additional notes with arregage
principal amount of $143,791 to SCP Private EqManagement
Company, LLC. The notes bore interest at a rate % per annur
with principal and were repaid during the fiscahyef 2007.

In accordance with SFAS No. 128, “Earnings Perr8fabasic
income per common share (“Basic EPS”) is compuigdlividing
the net income by the weighted-average numberaresh
outstanding. Diluted income per common share (4Bt EPS”) is
computed by dividing the net income by the weigkdedrage
number of common shares and dilutive common shguivalents
then outstanding. SFAS No. 128 requires the prasientof both
Basic EPS and Diluted EPS on the face of the Cogipan
Condensed Statements of Income.

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




Interest Income
Operating expenses

Income before interest expense and income taxes
Interest expense — related party

Income before provision for income taxes
Provision for income taxes

Net income for the peric

Weighted average shares outstanding —
basic
diluted

Net income per sha~ Basic

Net income per shar Diluted

7. Commitments

For the
period
from

July 19, 200¢
Three Months Ended Six Months Ended (inception) to

June 30, 200 June 30, 200 June 30, 200 June 30, 200 June 30, 200

$ 612,58: $ 342,43 $ 248,84t $ 342,43: $ 1,959,50
412,13! 124,27! 156,45 100,16¢ 991,82!
200,44¢ 218,15! 92,39/ 242,26 967,68:

2,831 11,07¢ 1,061 8,24 31,04¢
197,61¢ 207,08( 91,33 234,02: 936,63:
(20,23¢) 30,40( 84,497 30,40( 66,12¢

$ 217,85t $ 176,68( $ 6,83t $ 203,62: $ 870,50!

9,375,001 4,381,25! 9,375,001 6,887,501 4,849,58.
11,871,31 5,315,90. 11,880,09 8,746,533 10,357,50
$ 0.0z $ 0.0¢ $ — 3 0.0t $ 0.1¢
$ 0.0z $ 0.0 $ — $ 0.0z $ 0.0¢

In connection with the Public Offering the Compamd to the
representative of the underwriter for $100 an apt@mpurchase up
to a total of 731,250 Units. The Units issuablerupmercise of this
option are identical to those offered to the pyldixcept that the
Warrants underlying this option are exercisabl$550 (110% of
the exercise price of the Warrants included inuhiés sold in the
Public Offering). This option is exercisable at88Bper unit
commencing on the later of the consummation of sirBss
Combination and one year from the date of offeriagd expiring
five years from the date of offerings. The optiom ahe 731,250
units, the 731,250 shares of common stock and3he?30
Warrants underlying such units, and the 731,25@eshaf common
stock underlying such Warrants, have been deenmageosation
by the National Association of Securities DealéASD™) and
are therefore subject to a 180-day lock-up purstaRille 2710(g)
(1) of the NASD Conduct Rules. Additionally, thetiop may not
be sold, transferred, assigned, pledged or hypateddor a one-
year period (including the foregoing 1-day period) following the
date of offerings. However, the option may be tramsd to any
underwriter and selected dealers participatingpandffering and
their bona fide officers or partners.
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The Company accounted for this purchase optioncastof raising
capital and will include the instrument as equityhe financial
statements. Accordingly, there will be no net intpgatthe
Company'’s financial position or results of operasipexcept for the
recording of the $100 proceeds from the sale. Tom@2any
estimated, based upon a Black-Scholes model,hibdatr value of
the purchase option on the date of sale is appteiyn $3.40 per
unit (or $2,486,250 in the aggregate), using areetqu life of 5
years, volatility of 44%, and a ri-free rate of 5%. However, beca
the Company’s units did not have a trading histtg,volatility
assumption was based on information then availabfeanagement.
The volatility estimate is derived using historidalta of public
companies in the proposed industry. The Comparig\ed the
volatility estimate calculated from these compaises reasonable
benchmark to use in estimating the expected vityatif our units;
however, the use of an index to estimate volatitigy not
necessarily be representative of the volatilityhaf underlying
securities. Although an expected life of five yeaes used in the
calculation, if the Company does not consummatesirgss
Combination with the prescribed time period andjitidates the
option will become worthles:

The Company has engaged the representative ohtterwriters on
a non-exclusive basis as an agent for the soliftaif target for a
Business Combination. The Company has agreed tthgay
representative of the underwriters a transactierirfecash equal to
3% of the aggregate consideration paid by the Compaa
Business Combination with a target business theesgmtative of th
underwriters introduces to the Company, if suchiBess
Combination is consummated within twenty-four mantti such
introduction.

The Company has engaged the representative ofhtterwriters, on
a non-exclusive basis, as its agent for the satiolh of the exercise
of the Warrants. To the extent not inconsistenhhie guidelines of
the Financial Industry Regulatory Authority and thées and
regulations of the Securities and Exchange Comorisshe
Company has agreed to pay the representative afrttherwriter for
bona fide services rendered a commission equatofthe exercis
price for each Warrant exercised more than one giar the date of
the Public Offering prospectus if the exercise s@igcited by the
representative. In addition to soliciting, eithealty or in writing, the
exercise of the Warrants the representative’s cesuinay also
include disseminating information, either orallyiomriting, to
Warrant holders about the Company or the markethi®iCompanys
securities, and assisting in the processing oéxegcise of the
Warrants. No compensation will be paid to the repn¢ative upon
the exercise of the Warrants

« The market price of the underlying shares of comstonk is
lower than the exercise price;

« The holder of the Warrants has not confirmed iningithat the
representative solicited the exercise;




8.

Proposed Business Combination

» The Warrants are held in a discretionary account;

 The Warrants are exercised in an unsolicited tietitsg or

« The representative has not provided to the holfitreoWarrants
solicited for exercise a copy of the Public Offgriprospectus
with respect to the shares of common stock undeglthie
Warrants.

The Company has engaged Selway Partners LLC, &g efith
which several of the Company’s officers and directare affiliated
for an aggregate monthly fee of $7,500 for certaministrative,
technology, bookkeeping and secretarial servicesial as, the use
of limited office space in New Jerse

On May 1, 2007, the Company entered into a $500,800lving
credit agreement with SCP Private Equity Manager@amhpany,
LLC, of which the Company’s Chief Executive officend one of its
directors are members. Any amounts outstandingnuthéeevolving
credit agreement will bear interest at a rate 6%bper year. Any
funds outstanding under the revolving credit agesmwill become
due and payable by the Company upon our consummetia
business combination. As of June 30, 2008, the Goypas not
borrowed any amounts under this facil

On February 14, 2008, Vector and its newly-formedolly-owned
subsidiary Cyalume Acquisition Corp. (“TransactiSobsidiary”),
entered into a stock purchase agreement with Cyallechnologies,
Inc. (“Cyalume”) and GMS Acquisition Partners Hiihgs, LLC
(“Seller™), which owns 100% of the issued and statnding equity
securities of Cyalume, pursuant to which the Tratisa Subsidiary
will acquire all of the outstanding securities ofdlime, resulting in
Cyalume becoming an indirect wholly-owned subsidiafrVector.
The total transaction consideration will equal $196,687 minus
$40,621,808 for the repayment of the indebtednE€yalume,
Cyalume’s unpaid acquisition expenses, and theevaflthe
1,505,646 shares placed in escrow at a contragtagitbed value of
$7.97 per share (which was based on the amoumiyidic share hel
in the trust account as of the date of the purchgseement). The
estimated closing payment will be adjusted basedroestimate of
Cyalume’s net working capital on the closing d#t€yalume’s
estimated net working capital is above $9,000,80€, the estimated
closing payment will be increased, on a dollardollar basis, by the
amount that the estimated net working capital eds&9,000,000. If
Cyalume’s estimated net working capital is below0$9,000, then
the estimated closing payment will be reduced, dolkar for dollar
basis, by the difference between the estimatedvagking capital an
$7,000,000. A number of shares held in escrow witlalue equal to
any adjustment on Vector’s behalf will be returned/ector for
cancellation in satisfaction of such adjustment @mount held in
escrow will be available for any purchase pricaiatipent and/or
indemnification obligation of Seller. The Comparastfiled
preliminary proxy statement on Schedule 14A whichending SEC
approval. Once SEC approval is received the Compalhjold a
meeting and the shareholders will vote on the pseddusiness
combination.
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9. Subsequent Event

12

On July 31 2008, Vector signed a commitment ldtiea senior
secured credit facility from TD Banknorth N.A. imet aggregate
amount of $30 million (collectively, the “TD Loan"The TD Loan
is divided into three distinct facilities, consiggiof (i) a $5,000,000
senior secured revolving credit facility (the “Réxar™); (i) a
$20,000,000 amortizing senior secured term loaa (Tlerm
Loan”); and (iii) a $5,000,000 commercial real estate nawégloar
(the “CREM?"). The TD Loan is to close on or befdfevember 30,
2008, and the Revolver, Term Loan and CREM aredture three,
five and five years from the closing date of the O@an,
respectively. Cyalume would be the borrower unHerfacilities,
which would close concurrently with the proposeduasition of
Cyalume (discussed in further detail in Item 20Rg| and the TD
Loan is guaranteed by Vector, Cyalume Technolod@es,, a
wholly-owned subsidiary of Cyalume, and all exigtor future
subsidiaries of Cyalume.

The TD Loan, as well as any interest rate hedgiogiged by TD
Banknorth, will be secured by a first priority psefed security
interest in all of Cyalume’s tangible and intangibksets and all
proceeds thereof. The Loans will also be secured fgdge by
Vector of Cyalume’s capital stock, 2/3 of Cyalumectinologies,
S.A!’s capital stock, and a first mortgage on Cyadis real estate
property located in West Springfield, MA. Cyalunsgd pay an
origination fee at closing in an amount equal todfdthe TD
Facility ($300,000), and Vector will pay a commitméee of
$10,000 per month, which is payable whether ortimetransaction
closes. Cyalume will also pay a fee equal to onedfiamne percent
of the average daily unused portion of the Revglpayable
quarterly in arrears, after Closing.

Interest will accrue and payments will be due mbynith arrears on
each of the Revolver and Term Loan at a rate détedrby adding
the applicable margin to (i) the prime rate as riabin the Wall
Street journal or (ii) 30, 60, or 90 day LIBOR,Gytalume’s
election so long as no default has occurred ooiigicuing. The
applicable margin will be set quarterly and will esed on a ratio
of Cyalume’s senior debt to its adjusted EBITDAEgTihitial Prime
Rate margin will be 1.5% and the initial LIBOR margyill be
3.5%, with a 30 day LIBOR floor of 3.0%. The defardte of
interest will be 2% above the applicable non-defautérest rate.
Other debts incurred by Cyalume will be subordirtatthe TD
Loan and on terms acceptable to the lender. Cyawithprovide
monthly, quarterly and annual reports to the lendédest
Cyalume’s compliance with various financial coveisamder the
TD Loan.

The terms of the TD Loan are subject to the satisfg completion
of due diligence, credit approval, satisfactoryieawvof
documentation and such other terms and conditisrse
determined by TD Banknorth.




ITEM 2 MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

Overview

Vector Intersect Security Acquisition Corp. is arik check company organized under the laws of thie f Delaware on July 19, 2005. We
were formed to acquire, through merger, capitatlstxchange, asset acquisition or other similaim&ss combination, one or more
businesses in the homeland security, national gg@id/or command and control industries or busses relating to the manufacture of
products for use in such industries. We intendtiteze our cash derived from the net proceeds afatering, our authorized and unissued
shares of common and preferred stock, debt or dication thereof to effect a business combinatiur: officers and directors have agreed
that they will not recommend to our shareholdeas they approve a business combination with arnyettat is affiliated with any of our
officers or directors, or that is an entity in winiany of our officers or directors, or any of theispective affiliates, has a direct or indirect
investment. Our officers and directors have agre#do recommend to our shareholders a businesbination with an entity with which
they are affiliated to prevent a conflict of intetérom developing that could lead to liability foes in the future.

On February 14, 2008, Vector and its newly-formeldplly-owned subsidiary Cyalume Acquisition CorpTi@ansaction Subsidiary™),
entered into a stock purchase agreement with Cyalbeehnologies, Inc. (“Cyalume”) and GMS Acquisit Partners Holdings, LLC
(“Seller™), which owns 100% of the issued and statnding equity securities of Cyalume, pursuamthah the Transaction Subsidiary will
acquire all of the outstanding securities of Cyaunesulting in Cyalume becoming an indirect whailyned subsidiary of Vector. The total
transaction consideration will equal $117,196,68@u% $40,621,808 for the repayment of the indet#sgof Cyalume, Cyalume’s unpaid
acquisition expenses, and the value of the 1,5@5%64res placed in escrow at a contractually agrakes: of $7.97 per share (which was
based on the amount per public share held in tls &iccount as of the date of the purchase agrdpriiée estimated closing payment will
adjusted based on an estimate of Cyalume’s netimgodapital on the closing date. If Cyalume’s estied net working capital is above
$9,000,000, then the estimated closing paymentogiincreased, on a dollar for dollar basis, byatm®unt that the estimated net working
capital exceeds $9,000,000. If Cyalume’s estimattdvorking capital is below $7,000,000, then thiéneated closing payment will be
reduced, on a dollar for dollar basis, by the défee between the estimated net working capitaan@00,000. A number of shares held in
escrow with a value equal to any adjustment on &f&cbehalf will be returned to Vector for cancéba in satisfaction of such adjustment.
The amount held in escrow will be available for aychase price adjustment and/or indemnificatioligation of Seller.

Vector has filed a preliminary proxy statementtiatpto the transaction with Cyalume with the SE®@ & waiting for comments or an
indication from the SEC that they have no additi@mmnments.

Forward Looking Statements

This Quarterly Report on Form 10-Q includes forwhoking statements within the meaning of Secti@A ®f the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchaogef 1934, as amended. We have based theseritaaking statements on our
current expectations and projections about futuemes. These forward-looking statements are subjeatown and unknown risks,
uncertainties and assumptions about us that maseaawr actual results, levels of activity, perfone&or achievements to be materially
different from any future results, levels of adyviperformance or achievements expressed or ichplesuch forward-looking statements. In
some cases, you can identify forward-looking statets by terminology such as “may,” “should,”could,” “would,” “expect,” “plan,”
“anticipate,” “believe,” “estimate,” “continue,” or the negative of such terms or other simégpressions. Factors that might cause or
contribute to such a discrepancy include, but atdimited to, those described in our other Semsgiand Exchange Commission filings. The
following discussion should be read in conjunctiath our unaudited Financial Statements and relbtegés thereto included elsewhere in
this report.
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Critical Accounting Policies

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America requires
management to make estimates and assumptiondfietttae reported amounts of assets and liatslgiethe date of the financial statements
and the reported amounts of expenses during tleetheg period. Actual results could differ from Heeestimates.

Deferred income taxes are provided for temporaffgrdinces between the carrying amount of assetdiahitities for financial reporting
purposes and the amounts for tax purposes. Vatuatiowances are provided against the deferredsagt amounts when the realization is
uncertain.

Vector purchases U.S. Treasury Bills and money ptdrivestments and holds these investments to ihatlihe investments are recorded at
market value which approximates their carrying anmt@nd includes accrued interest.

Vector must seek stockholder approval to effectlaminess combination. Vector will proceed withugihess combination only if a majority
of the shares of common stock issued in its infiiddlic offering are voted in favor of the businessnbination, and public stockholders
owning less than 20% of the shares sold in theiaffeexercise their redemption rights (which regsithat the stockholder electing
redemption vote against the business combinatiud)lic stockholders voting against the combinatiay demand that Vector redeem his or
her shares at an initial redemption price of ${v@dich includes $0.32 of deferred underwriting disct) per share plus interest earned
thereon in the trust account, net of taxes payaiteup to $1,500,000 of interest income which maydbeased from the trust account to fund
our working capital. Accordingly, Vector has cldisi the contingent shares at $7.62 ($7.94 - $(aB@)related deferred interest outside of
permanent equity and liabilities in the mezzanireaan the balance sheet.

Results of Operations f or the Three Month Period eded June 30, 2008

We reported net income of $6,836 for the three-imgetiod ended June 30, 2008. We incurred a netieroof $203,622 for the three-month
period ended June 30, 2007. The decrease in nehmduring the three-month period ending June 308 2vas mainly the result of
acquisition costs incurred in the quarter, whign#gicantly increased after signing a definitive@gment with Cyalume in February 2008 .
Until we enter into a business combination, we wilt have revenues.

Overall, for the quarter ended June 30, 2008, weriied $81,066 of consulting and professional 828,555 of insurance expense, $50,661
of rent expense and other operating costs. Foyuheter ended June 30, 2007, we incurred $50,668rfulting and professional fees,
$27,902 of rent expense and other operating costs.

Our trust account earned interest of $248,846Hertthiree months ended June 30, 2008.

Results of Operations for the Six Month Period end# June 30, 2008

We reported net income of $217,856 for the six-rhqrdriod ended June 30, 2008. We incurred a netiroof $176,680 for the six-month
period ended June 30, 2007. The increase in netmadauring the six-month period ending June 308208s mainly the result of our having
a full six months of interest in 2008, less expsriseurred for our business combination. Until vaéee into a business combination, we will
not have revenues.

Overall, for the six months ended June 30, 2008meerred $273,639 of consulting and professioaasf $55,110 of insurance expense,
$86,216 of rent expense and other operating cestshe six months ended June 30, 2007, we inc@58¢D15 of consulting and professio
fees, $42,902 of rent expense and other operatisi.c

Our trust account earned interest of $612,584Hersix months ended June 30, 2008.

Liquidity and Capital Resources

On April 25, 2007, we completed a private placenoérit87,500 units to our Chief Executive Officeddamme of our directors and received net
proceeds of $1.5 million. On May 1, 2007, we conswated our initial public offering of 7,312,500 wiEach unit in both the private

placement and the public offering consisted of sim&re of common stock and one redeemable commok gtwchase warrant. Each warrant
entitles the holder to purchase from us one shianeirocommon stock at an exercise price of $5.00.
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The net proceeds from the sale of our units, aéelucting certain offering expenses of approxinyebdl0 million including underwriting
discounts of approximately $3.5 million, were apgnuately $54.5 million. Approximately $58.0 millioof the proceeds from the initial
public offering and the private placement was pldicea trust account for our benefit. Except forSphillion in interest that is earned on the
funds contained in the trust account that may lemased to us to be used as working capital, wenaillbe able to access the amounts held in
the trust until we consummate a business combimafibe trust account also contains approximatel@ $#llion of the underwriter’s
compensation which will be paid to them only in 8went of a business combination. The amountsdwgkide of the trust account are
available to be used by us to provide for businlegs| and accounting due diligence on prospeaoguisitions and continuing general and
administrative expenses. From July 19, 2005 (the dfour inception) through June 30, 2008, we dyaerating expenses of approximately
$991,825 and deferred acquisition costs of appratety $176,644 . The net proceeds deposited imtdrtist fund remain on deposit in the
trust account earning interest. As of June 30, 20@8had approximately $58,499,506 held in thet taasount, which includes deferred
underwriting fees of approximately $2,340,000. Aidutially, as of June 30, 2008, we have approxime#8lr4,675 outside the trust accour
fund our working capital requirements. As of JuBe 008, we have received $1,500,000 in interest fthe trust account which we used for
working capital purposes.

On May 1, 2007, we entered into a $500,000 revgleiredit agreement with SCP Private Equity Managegr@@mpany, LLC, of which our
Chief Executive Officer and one of our directors arembers. Any amounts outstanding under the ringpbredit agreement will bear inter
at a rate of 5.5% per year. Any funds outstandimden the revolving credit agreement will become dne payable by us upon our
consummation of a business combination. As of 3008, we have not borrowed any amounts undefability.

Vector will use substantially all of the net prodeef the initial public offering to acquire a tatdusiness, including identifying and
evaluating prospective acquisition candidates csialg the target business, and structuring, netjogiand consummating the business
combination. To the extent that our capital staclised in whole or in part as consideration toctfibusinessombination, the proceeds he
in the trust account, as well as, any other netgeds not expended will be used to finance theatipes of the target business.

Assuming the release of the full amount of therggewe are entitled to receive from the trust aotowe believe we will have sufficient
available funds outside of the trust account taajgethrough May 1, 2009, assuming that a busio@sbination is not consummated during
that time. We do not believe we will need to raigditional funds in order to meet the expenditueegiired for operating our business.
However, we may need to raise additional fundsugihoa private offering of debt or equity securiifesuch funds are required to consumr
a business combination that is presented to usvvdd only consummate such a financing simultanongh the consummation of a
business combination. We anticipate that we widdhat least $26,000,000 (and up to at least $39000f the maximum number of Vecter’
stockholders redeem their shares of common stoakdisummate the Cyalume transaction.

Our accounts payable and accrued expenses, are80u2008 were $97,718 which includes accruadgppfoximately $75,000 for
professional fees associated with attorneys, adaatmand bankers and related expenses and$24,at2roed interest on related party
notes..

Commencing on April 25, 2007 we began incurring@ ¢f approximately $7,500 per month for officecgpdNVe pay consultants
approximately $12,000 per month for services innemtion with Vector’s reporting obligations andcimnnection with Vector’s search for a
target business.

Assuming the completion of the Cyalume acquisitidector will incur approximately $25 million of nedebt in connection with the
transaction. At closing, Vector will pay certain&yme obligations totaling approximately $80 mitlias of June 30, 2008. Vector will also
assume the current liabilities relating to accoymatgable, accrued liabilities and billings in exse$ costs and estimated earnings on
incomplete contracts.

The Company has filed preliminary proxy statememtSzhedule 14A which is pending SEC approval. CBEE approval is received
Company will hold a meeting and the Shareholdelswaie on the proposed business combination.

Off-Balance Sheet Arrangements

Vector does not have any off-balance sheet arraagtm
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ITEM 3 QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Market risk is the sensitivity of income to changefterest rates, foreign exchanges, commodityegr equity prices, and other market-
driven rates or prices. We are not presently erdydgand, if a suitable business target is nottified by us prior to the prescribed liquidati
date of the trust fund, we may not engage in, afpgtmntive commercial business. Accordingly, wererteand, until such time as we
consummate a business combination, we will noekposed to risks associated with foreign exchaatgsy commodity prices, equity prices
or other marketkriven rates or prices. The net proceeds of otialrpublic offering held in the Trust Account @cebe invested only in mon:
market funds meeting certain conditions under Ral§ promulgated under the Investment Company At940 or United States Treasury
Bills. Given our limited risk in our exposure to ney market funds and treasury bills, we do not Jiegvinterest rate risk to be significant.

ITEM 4 CONTROLS AND PROCEDURES

An evaluation of the effectiveness of our disclesoontrols and procedures as of June 30, 2008 yaarChief Executive Officer, with the
participation of our management. Based on thatuatiin, our Chief Executive Officer concluded tbat disclosure controls and procedures
are effective as of the end of the period coverethls report.

Disclosure Controls and Procedures are intendeddare that information required to be disclosed$in reports that we file or submit
under the Securities Exchange Act of 1934 is remtbrgrocessed, summarized and reported withirinfeegeriods specified in Securities and

Exchange Commission rules and forms.

During the most recently completed fiscal quattegre has been no significant change in our intewatrol over financial reporting that has
materially affected, or is reasonably likely to evally affect, our internal control over financiaporting.

ITEM 4T CONTROLS AND PROCEDURES

Not Applicable.
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PART Il — OTHER INFORMATION
ITEM 1 LEGAL PROCEEDINGS
None.
ITEM 1A RISK FACTORS

In addition to the other information set forth imstreport, you should carefully consider the fezdiscussed in the section titled “Risk
Factors” in our Annual Report on Form 10-K, filed April 15, 2008, which could materially affectrdausiness financial condition or future
results. The risks described in our Annual Repitret the only risks facing our Company. Additibrisks and uncertainties not currently
known to us or that we currently deem to be imnialtatso may materially adversely affect our bus&)dinancial condition and/or operating
results. There have been no material changes tasthéactors described in our Annual Report omfdro-K.

ITEM 2 UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On April 25, 2007, we consummated a private placgra€187,500 units. On May 1, 2007, we consummatednitial public offering of
7,312,500 units. Each unit consists of one shammwimon stock and one redeemable common stock gseckarrant. Each Warrant entitles
the holder to purchase from us one share of ounoomstock at an exercise price of $5.00. The wnit® sold at an offering price of $8.00
per unit, generating total gross proceeds of $&00MD. Rodman & Renshaw, LLC acted as lead undemwviihe securities sold in our initial
public offering were registered under the Secwgifiet of 1933 on a registration statement on Forin(No. 333-127644). The Securities and
Exchange Commission declared the registrationragé effective on April 25, 2007.

We incurred a total of $3,510,000 in underwritingodunts and commissions and placement agentdeesich $2,340,000 has been placed
in the trust account. Such portion of the undemristcompensation will only be paid to the undeters in the event that we consummate a
business combination. The total expenses in commmewith the sale of our units in the private plaent and the initial public offering were
$1,678,843. No expenses of the offering were paghly of our directors or officers or any of thespective affiliates. All the funds held in
the trust account have been invested in eitherstirgaBills or Money Market Accounts.

After deducting the underwriting discounts and cassions, placement agent fees and the offeringresgs the total net proceeds to us from
the private placement and the initial public offigrivere approximately $60,000,000, of which apprately $58,030,000 (or $7.62 per unit
sold in the offering, which does not include théede=d underwriting discounts of $2,340,000 thdietd in the trust account.) was deposited
into a trust account and the remaining proceeds\aagable to be used to provide for business,| lagd accounting due diligence on
prospective business combinations and continuimgigé and administrative expenses. The amountsitéfe trust account may only be
used by us upon the consummation of a businessinatin, except that we may use up to $1,500,0G8efnterest earned on the trust
account to fund our working capital prior to a Imesis combination. As of June 30, 2008, there wpsapnately $58,489,506 held in the
trust account, which includes deferred underwrifiees of $2,340,000 (including deferred interest).

ITEM 3 DEFAULTS UPON SENIOR SECURITIES
None.
ITEM 4 SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.
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ITEM5 OTHER INFORMATION
None.
ITEM 6 EXHIBITS

Exhibit No. Description

31.1 Certification of the Chief Executive Officer (Pripal Executive, Accounting and Financial Officegrpuant to Rule
13a-14(a) of the Securities Exchange Act, as antende

32.1 Certification of the Chief Executive Officer pursudo 18 U.S.C. 1350, as adopted pursuant to Se666 of the
Sarbanes-Oxley Act of 2002.
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SIGNATURES

In accordance with the requirements of the Exchaxaiethe registrant caused this report to be signeits behalf by the
undersigned, thereunto duly authorized.

VECTOR INTERSECT SECURITY ACQUISITION CORP.

Date: August 14, 200 By: /s/ Yaron Eitan

Yaron Eitan
Chief Executive Officer
(Principal Executive, Accounting and Financial ofii)
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Exhibit Index

Exhibit No. Description

31.1 Certification of the Chief Executive Officer (Pripal Executive, Accounting and Financial Officegrpuant to Rule
13a-14(a) of the Securities Exchange Act, as antende

32.1 Certification of the Chief Executive Officer pursudo 18 U.S.C. 1350, as adopted pursuant to Se6fé of the
Sarbanes-Oxley Act of 2002.
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Exhibit 31.1

Certification
Pursuant to Rule 13a-14(a) of the Exchange Act

I, Yaron Eitan, certify that:

1.

| have reviewed this Form 10-Q of Vector Intersgeturity Acquisition Corp.;

Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#itiate a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to tl
period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this
report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining discie controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))5¢r the registrant and we have:

a. Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under
our supervision, to ensure that material informatielating to the registrant is made known to usthers within those
entities, particularly during the period in whidtig report is being prepared;

b. Evaluated the effectiveness of the registrant’sldfure controls and procedures and presentedsimgort our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehlis report based on
such evaluation; and

C. Disclosed in this report any change in the regigtsanternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter that hagenally affected, or is reasonably likely to maadly affect, the registrant’s
internal control over financial reporting.

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the
equivalent function):

a. All significant deficiencies and material weaknessethe design or operation of internal contralerdinancial reporting
which are reasonably likely to adversely affectrigistrant’s ability to record, process, summasiad report financial
information; and

b. Any fraud, whether or not material, that involveamagement or other employees who have a significéein the
registrant’s internal control over financial repogt

Date: August 14, 200 By: /s/ Yaron Eitan

Yaron Eitan
Chief Executive Officer
(Principal Executive, Accounting and Financial oéfi)




Exhibit 32.1

Certification
Pursuant to 18 U.S.C. Section 1350

Pursuant to U.S.C. Section 1350 of the SarbanesyOxtt of 2002 (subsections (a) and (b) of Secti8B0, Chapter 63 of Title 18,
United States Code), each of the undersigned offioEVector Intersect Security Acquisition Corfhg “Company”), does hereby certify, to
such officer’'s knowledge, that:

The Quarterly Report on Form 10-Q for the quartetesl June 30, 2008 of the Company fully compligh e requirements of

Section 13(a) or 15(d) of the Securities Exchangeoh 1934 and information contained in the FormQ@airly presents, in all material
respects, the financial condition and results @rafions of the Company.

Date: August 14, 200 By: /s/ Yaron Eitan

Yaron Eitan
Chief Executive Officer
(Principal Executive, Accounting and Financial ofii)




