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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K /A
(Amendment No. 1)

Annual Report Pursuant to Section 13 or 15(d) efSkcurities Exchange Act of 1934
For the fiscal year ended December 31, 2

or

O Transition Report Pursuant to Section 13 or 15{dhe Securities Exchange Act of 19
For the transition period fro-to -

Cyalume Technologies Holdings, Inc

(Exact name of registrant as specified in its @ra

Delaware 00(-52247 20-320073¢
(State or other jurisdiction ¢ (Commission File (I.LR.S. Employe
incorporation or organizatiol Number) Identification No.)

96 Windsor Street, West Springfield, Massachuset31089

(address of principal executive offices) (Zip Cpde
Registrant’s telephone number, including area cHi3) 858-2500

Securities registered pursuant to Section 12(bh@fAct: None
Securities registered pursuant to Section 12(ghefAct:

Title of each class Name of each exchange on which registert
Common Stock, 0.001 par valu Ovel-the-Counter Bulletin Boari
Common Stock Purchase Warra Ovel-the-Counter Bulletin Boari

Units consisting of one share of Common Stock arel@ommon Stoc
Purchase Warrai Ovel-the-Counter Bulletin Boari

Indicate by check mark if the registrant is a welbwn seasoned issuer, as defined in Rule 405e08#turities Act.  Yed1 No
Indicate by check mark if the registrant is notuiegd to file reports pursuant to Section 13 ort®ecl5(d) of the Act. YeslO No
Indicate by check mark whether the registrant @9 filed all reports required to be filed by Sectdd or 15(d) of the Securities Exchange

of 1934 during the preceding 12 months (or for ssiwbrter period that the registrant was requirefilécsuch reports), and (2) has been su
to such filing requirements for the past 90 days. Yexkl No O




Indicate by check mark if disclosure of delinquiletrs pursuant to item 405 of Regulation S-K i$ nontained herein, and will not be
contained, to the best of the registrant’s knowégdg definitive proxy or information statementsanporated by reference in Part Ill of this
Form 10-K or any amendment to this Form 10-K1

Indicate by check mark if the registrant is a laageelerated filer, an accelerated filer, a norekerated filer or a smaller reporting company.
See the definitions of “large accelerated filed¢ctelerated filer” and “smaller reporting compaiyRule 12b-2 of the Exchange Act.

Large Accelerated Filerd Accelerated Filer J
Non-Accelerated File [ Smaller reporting companyXI]
(Do not check if a smaller reporting compa
Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Act)
Yes O No
The aggregate market value of Common Stock helddmyaffiliates of the registrant (7,312,500 shares)kldasn the last reported sale pric
the registrant’s Common Stock on the OTCBB on J8®e2008, which was the last business day of thestrants most recently complet
second fiscal quarter, was $55,209,375. For pugob¢his computation, all officers, directors, a@o beneficial owners of the registrant
deemed to be affiliates. Such determination shootdbe deemed to be an admission that such offideestors, or 10% beneficial owners .
in fact, affiliates of the registrant.
As of April 13, 2009, there were outstanding 15,302 shares of the registrant’s Common Stock, parev$.001 per share.

DOCUMENTS INCORPORATED BY REFERENCE:

Portions of the Registrastproxy statement for the 2009 Annual Meeting cdr8holders, which is to be filed subsequent taltite hereof, a
incorporated by reference into Items 10 througloflthis Form 10-K.




EXPLANATORY NOTE
This Amendment No. 1 (the “Amendment”) on Form L@xKo the Annual Report on Form 10-K (the “Initkailing”) of Cyalume Technologi:
Holdings, Inc. (“Cyalume”¥or the year ended December 31, 2008, which wasd filith the Securities and Exchange Commissiorviamck
30, 2009, is being filed solely for the limited pose of making technical corrections to the datekided in the opinions of our indepenc
registered accounting firm, CCR LLP, to include @€R LLP office location in the opinions found oages F-2, F-3, S-1, 3and in Exhib
23.1 of this filing and to correct the number afcit options authorized by the Board of Director§aotnote 25.

Pursuant to Rule 12b-15 under the Securities Exgihdyct of 1934, as amended (the “Exchange Aetd,have filed the certifications requi
by Rule 13a-14(a) or 15d-14(a) of the Exchange Act.

Except as contained herein, this Amendment doesnoatify or update disclosures contained in thedhkiling. This Amendment should
read in conjunction with Cyalume’s other filings deawith the Securities and Exchange Commissionegjuent to the date of the Initial Filing.
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

Selected Quarterly Financial Data

As a smaller reporting company, we are not requiogatovide information typically disclosed undhistitem.

Financial Statements

The information required by this item may be folegdjinning on page F-1 of this Form 10-K/A.

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

Financial Statements

a(1)Financial statements filed as part of t Page
report
« Consolidated Statements of Income for the yearscdimecember 31, 2008 and 2( F-5
« Predecessor Statements of Income for the perioddeDdcember 19, 2008 and the year ended Decemp2d32  F-5
« Consolidated Balance Sheets at December 31, 2GD3G0V F-6
« Predecessor Balance Sheet at December 31, F-6
« Consolidated Statements of Changes in Stockhol@&pgity and Comprehensive Income for the years@&nde F-7
December 31, 2008 and 20
« Consolidated Statements of Cash Flows for the ye@iled December 31, 2008 and 2 F-8
« Predecessor Statements of Cash Flows for the penided December 19, 2008 and the year ended Decémy F-8
2007

Financial Statement Schedules

a(2)Schedule |- Valuation and Qualifying S-3
Accounts




Exhibits
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Description

Stock Purchase Agreement dated February 14, 20@8dwamong Vector Intersect Acquisition Corporatesthe Parent,
Cyalume Acquisition Corp., a Delaware corporatiamthe Purchaser, Cyalume Technologies, Inc. an& @&btjuisition
Partners Holdings, LLC (1

Amendment No. 1 to Stock Purchase Agreement, dattober 22, 2008 (=

Amendment No. 2 to Stock Purchase Agreement, dagegmber 17, 2008 (.

Amendment No. 3 to Stock Purchase Agreement, dasegmber 18, 2008 (:

Fifth Amended and Restated Certificate of Incorfiora(3)

By-laws (4)

Specimen Common Stock Certificate

Specimen Unit Certificate (¢

Specimen Warrant Certificate (

Form of Unit Purchase Option to be granted to &éprasentative(4

Form of Stock Escrow Agreement among the Registremerican Stock Transfer & Trust Company and thigall
Stockholders (4

Form of Registration Rights Agreement among theifemt, the Initial Stockholders and the PrivatecBment Purchase
4

Centurion Credit Group Master Fund L.P. Note Pusehagreement dated December 10, 200¢

Centurion Credit Group Master Fund L.P. Letter Agnent dated December 10, 2008

Centurion Credit Group Master Fund L.P. Escrow A&grent dated December 10, 2008

Warrant issued to Centurion Credit Group MasterdHui?. dated December 10, 2008

Subscription Agreement with Catalyst Equity Managahdated September 5, 2008

Form of Warrant Agreement in favor of Catalyst BtesEquity Partners (Israel) Il, LP (

Letter Agreement by and between the Registrantaator Investment Fund LLC dated December 10, 269
Employment Agreement with Derek Dunaway dated Apr2008 (7.

Employment Agreement with Michael Bielonko datedukary 23, 2006 (7

Employment Agreement with Thomas McCarthy datedidan23, 2006 (7

Employment Agreement with Earl Cranor dated Jan@8ry2006 (7

TD Bank Revolving Credit and Term Loan AgreemertedéDecember 19, 2008 (

TD Bank Security and Pledge Agreement dated Decefthe?008 (7

TD Bank Mortgage, Assignment of Leases and RerdsSaeurity Agreement dated December 19, 200
Subsidiaries of the Registre

Consent of CCR LLP, independent registered pulséoanting firm

Consent of Miller, Ellin & Company, LLP, independeggistered public accounting fir

Certification of Principal Executive Officer pursutdo Section 302 of the Sarba-Oxley Act of 2002
Certification of Principal Financial Officer purquao Section 302 of the Sarba-Oxley Act of 2002

Certification ofPrincipalExecutive OfficerandPrincipal Financial Officer pursuant to Section @igéhe Sarbanes-
Oxley Act of 200z

Incorporated by reference to the Current Repof@mn 8-K dated February 14, 2008 and filed with @menmission February 21,

2008.

Incorporated by reference to the Current Repoffamn &K dated October 22, 2008 and filed with the ComioiséNovember 4, 200
Incorporated by reference to the Current Reporfomm 8K dated December 17, 2008 and filed with the Corsiois December 2

2008.

Incorporated by reference to the Registration &tate on Form -1 (File No. 33-127644) filed August 18, 200
Incorporated by reference to the Current ReporForm 8K dated December 10, 2008 and filed with the Corsiaison Decemb

16, 2008.

Incorporated by reference to the Registration &tate on Form -1 (File No. 33-157827) filed March 11, 20C
Previously filed

Filed herewith




SIGNATURES

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the regmthas duly caused this report tc
signed on its behalf by the undersigned, therednlp authorized.

Cyalume Technologies Holdings, Ir

Date: April 16, 200¢ By: /s/ Derek Dunaway

Derek Dunaway, Chief Executive Offic
(Principal Executive Officer
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and
Stockholders of Cyalume Technologies Holdings, Inc.

We have audited the accompanying consolidated balaheet of Cyalume Technologies Holdings, Ine (thompany”)as of December 3
2008, and the related consolidated statementsoofime, stockholderstquity and comprehensive income, and cash flowsheryear the
ended. These financial statements are the resplitysdd the Companys management. Our responsibility is to expressmnian on thes
financial statements based on our audit.

We conducted our audit in accordance with the stededof the Public Company Accounting Oversighti8g@nited States). Those stand:
require that we plan and perform the audit to obta@asonable assurance about whether the finast@ééments are free of mate
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reportir
Our audit included consideration of internal cohtreer financial reporting as a basis for desigranglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compaimyternal control over financial reporti
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the financial statements, assessing the accouptimgiples used and significant estimates made byagement, as well as evaluating
overall financial statement presentation. We belithat our audit provides a reasonable basis foopimion.

In our opinion, the financial statements referre@lbove present fairly, in all material respedtg, ¢onsolidated financial position of Cyall
Technologies Holdings, Inc. as of December 31, 2808 the consolidated results of its operatiorsincash flows for the year then ende
conformity with accounting principles generally apted in the United States of America.

/s/ CCR LLP
Glastonbury, Connecticut
March 27, 2009




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and
Stockholder of Cyalume Technologies, Inc. and Sliasy

We have audited the accompanying consolidated balaheet of Cyalume Technologies, Inc. and Subyidihe “Company”)as of Decemb:
31, 2007, and the related consolidated stateménteame, and cash flows for the period Januarg008 to December 19, 2008 and the
ended December 31, 2007. These financial statenaeatthe responsibility of the Compasyhanagement. Our responsibility is to expre:
opinion on these financial statements based omodits.

We conducted our audits in accordance with thedstats of the Public Company Accounting Oversighaflo(United States). Those stand.
require that we plan and perform the audit to obta@asonable assurance about whether the finast@ééments are free of mate
misstatement. The Company is not required to hawewere we engaged to perform, an audit of itsrivdl control over financial reportir
Our audits included consideration of internal cohtiver financial reporting as a basis for desigraidit procedures that are appropriate il
circumstances, but not for the purpose of exprgsaimopinion on the effectiveness of the Compaimyternal control over financial reporti
Accordingly, we express no such opinion. An autfibancludes examining, on a test basis, evidenpparting the amounts and disclosure
the financial statements, assessing the accouptimgiples used and significant estimates made byagement, as well as evaluating
overall financial statement presentation. We belithat our audits provide a reasonable basis foopimion.

In our opinion, the financial statements referre@lbove present fairly, in all material respedtg, ¢onsolidated financial position of Cyall
Technologies, Inc. and Subsidiary as of DecembeBQ7, and the consolidated results of their djmra and their cash flows for the pel
January 1, 2008 to December 19, 2008 and the yetdeDecember 31, 2007 in conformity with accouppninciples generally accepted in
United States of America.

/s/ CCR LLP
Glastonbury, Connecticut
March 27, 2009




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders
Vector Intersect Security Acquisition Corp.

We have audited the accompanying balance sheeecbY Intersect Security Acquisition Corp. (a caogiimn in the development stage) a
December 31, 2007 and the related statements ofmiecstockholdersequity and cash flows for the year ended Decembef307 and tt
period from July 19, 2005 (inception) to Decembgr 3007. These financial statements are the regglitysof the Corporations managemet
Our responsibility is to express an opinion on ¢hisancial statements based on our audit.

We conducted our audit in accordance with the stadslof the Public Company Accounting Oversighti8a&@nited States). Those stand:
require that we plan and perform the audit to obt@asonable assurance about whether the finasiEitéments are free from mate
misstatement. The Corporation is not required tehaor were we engaged to perform, an audit dhternal control over financial reportit
Our audit included consideration of internal cohtreer financial reporting as a basis for desigrénglit procedures that are appropriate ir
circumstances, but not for the purpose of exprgssim opinion on the effectiveness of the Corporasicnternal control over financ
reporting. Accordingly, we express no such opinidn. audit also includes examining, on a test basiglence supporting the amounts
disclosures in the financial statements, assedsiagaccounting principles used and significantnegtés made by management, as we
evaluating the overall financial statement pred@rmaWe believe that our audit provides a reastenbasis for our opinion.

In our opinion, the financial statements referredlbove present fairly, in all material respedts, financial position of Vector Intersect Sect
Acquisition Corp. as of December 31, 2007 and #wmults of its operations and its cash flows for ylear ended December 31, 2007
conformity with U.S. generally accepted accounfnigciples.

s/ Miller Ellin & Company, LLP
April 10, 2008




Cyalume Technologies Holdings, Inc.

(Formerly Vector Intersect Security Acquisition Corporation)

Revenue:
Cost of goods sol
Gross profi

Other expenses (income
Sales and marketir
General and administrati\
Research and developmt
Interest expense (income), 1
Interest expens- related party
Amortization of intangible asse
Other loss (income), ni

Total other expenses (income)

Income (loss) before income tax
Provision for (benefit from) income tax
Net income

Net income per common sha
Basic
Diluted

Weighted average shares used to comput

income per common shal
Basic
Diluted

Consolidated Statements of Income
(in thousands, except shares and per share informiah)

Predecessol
For the Period Predecesso
For the Year For the Year January 1,2008 For the
Ended Ended to Year Ended
December 31 December 31 December 19 December 31
2008 2007 2008 2007

$ 31€ — 1% 40,44. % 39,02¢

89 — 20,38¢ 19,072

227 — 20,05: 19,95¢

72 — 2,92 3,41¢

942 44¢ 4,072 6,391

43 — 1,251 1,415

(9698 (1,347 4,78¢ 6,36¢

8 15 — —

131 — 2,54z 2,612

23 — (1,146 (543)

251 (884) 14,43( 19,66

(24) 884 5,622 293

(60C) 87 2,21¢ 27C

$ 57¢ $ 797 | $ 3,40¢ $ 23
$ 0.0€ 0.11
$ 0.0t 0.0¢
9,550,36: 6,912,32!
12,001,47 8,530,20

The accompanying notes are an integral part oktheasolidated financial statements.
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Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Consolidated Balance Sheets

(in thousands, except shares and per share informiah)

Assets

Current asset:
Cash
Cash held in trus

Accounts receivable, net of allowance for doub#fttounts of $452, $0 and

$596 at December 31, 2008, 2007 and 2007, respéc
Inventories, ne
Income taxes refundab
Deferred income taxe
Prepaid expenses and other current assets
Total current assel

Property, plant and equipment, |
Goodwill

Other intangible assets, r

Other noncurrent asse

Total asset

Liabilities and Stockholders’ Equity
Current liabilities:
Lines of credit
Current portion of notes payat
Accounts payabl
Deferred underwriting cos
Accrued expense
Common stock subject to mandatory redemp
Notes payable and advance due to related pi
Income tax payable
Total current liabilities

Notes payable, net of current porti

Notes payable due to related parties, net of ctpertion

Deferred income taxe

Derivatives

Asset retirement obligation, net of current portion
Total liabilities

Common stock, subject to possible redemp
Commitments and contingenci

Stockholders' equit
Preferred stock, $0.001 par value; 1,000,000 shardgw®rized, no shares
issued or outstandir
Common stock, $0.001 par value; 50,000,000 autbdrit3,719,035 an
9,375,000 issued and outstanding at December 8B &@d 2007,

respectively (including 1,462,449 shares subjegossible redemption at

December 31, 200"

Predecessor common stock, $.0001 par value; 3@00@uthorized, issued

and outstanding 11,555,331 at December 31, .
Additional paic-in capital
Retained earnings (accumulated defi
Accumulated other comprehensive income (i
Total stockholders’ equity
Total liabilities and stockholders' equity

Predecessol
December 31 December 31 December 31,
2008 2007 2007
$ 395 $ 57C 5,74%
— 58,30¢ —
3,50¢ — 3,32¢
11,447 — 8,74:
701 — —
317 — 55z
19t 94 44C
20,12( 58,97 18,80¢
7,882 — 9,97¢
60,89¢ — 24,41¢
49,42¢ — 31,80¢
18¢ — 38t
$ 138,51: $ 58,97: 85,39:
$ 3,50 $ — —
3,621 — 3,15:
3,23( — 2,60:
— 2,34( —
2,55( 88 3,59
1,12 — —
64 214 —
5 85 1,30¢
14,09: 2,72 10,65:
25,58 — 37,737
1,00( — —
9,237 — 4,94¢
165 —
12¢ — 16¢€
50,20: 2,72 53,50«
— 11,14« —
14 9 —
— — 1
87,34¢ 44.44( 34,13¢
1,22¢ 652 (3,496
(281) — 1,24¢
88,31( 45,10: 31,88"
$ 138,51: $ 58,97: 85,39:

The accompanying notes are an integral part oktbeasolidated financial statements.






Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Consolidated Statements of Changes in Stockholdéisquity and Comprehensive Income
(in thousands, except shares)

Retained Accumulated

Common Stock Additional Earnings Other Total

Number Paid-In  (Accumulated Comprehensive Stockholders Comprehensive

of Shares ~ Amount Capital Deficit) Loss Equity Income (Loss)
Balance at December 31, 2C 1,875,000 $ 2 3 23 $ (144 $ — $ (119 —
Issuance of common stock -

private placemer 187,50( — 1,50( — — 1,50( —

Issuance of common sto 7,312,501 7 58,49: — — 58,50( —
Expenses of June 30, 2007
common stock issuant — — (4,432 — — (4,432 —
Less: proceeds subject
possible redemption of
1,462,499 shares of common
stock and associated deferred
interest — — (11,144 — — (11,144 —
Net income — — — 797 — 797 797
Comprehensive income — — — — — — $ 797
Balance at December 31, 20 9,375,00! 9 44,44( 652 — 45,10:
Adjustment of common stock
subject to redemptia — — 11,14 — — 11,14 —
Issuance of common sto 7,308,42i 8 56,11« — — 56,12: —
Issuance of warrants in
conjunction with Acquisitior — — 33 — — 33 —
Exchange of note payable for
common stocl (93,750 — (750 — — (750 —
Estimated Acquisition purcha:
price adjustment (see Note 138,16! — 1,05¢ — — 1,05¢ —
Exercise of warrant 79,83¢ — — — — — —
Common stock repurchas (2,948,79) 3 (23,56¢) — — (23,569 —
Common stock mandatorily
redeemable due to the
Acquisition (139,85() — (1,129 — — (1,129 —
Foreign currency translation
adjustment: — — — — ave) a79) (79
Unrealized loss on cash flow
hedges, net of taxes of $ — — — — (102) (102) (102)
Net income — — — 57€ — 57€ 57€
Comprehensive incorr — — — — — — $ 29t
Balance at December 31, 2C 13,719,03 $ 14 $ 87,34¢ $ 1,22¢ $ (281) $ 88,31(

The accompanying notes are an integral part oktheasolidated financial statements.
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Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Consolidated Statements of Cash Flows

Cash flows for operating activities:
Net income

Adjustments to reconcile net income to net cash

provided by operating activitie
Depreciation of property, plant and equipm
Amortization
Provision for deferred income tax

Other no-cash expense

Changes in operating assets and liabilities, net o

effect of

acquisition

Accounts receivabl

Inventories

Prepaid expenses and other current a:
Restricted cas

Due from Vectol

Accounts payable and accrued liabilit
Income taxes payable, r

Accrued interest on notes payable
stockholders

Net cash provided by operating activit

Cash flows for investing activities:
Payments from (to) trust accot
Purchases of lor-lived asset:
Remediation costs paid relating to asset retirer
obligation

Purchase of CTI common stock, net of cash purch

Net cash provided by (used in) investing activi

Cash flows from financing activities:

Repayment of advances from and notes payable to

related partie

Proceeds from private placem:
Proceeds from initial public offerir
Payment of expenses of offeri

Net proceeds from line of crec
Payments of Predecessor notes pay
Proceeds from lor-term notes payab
Proceeds from related party notes pay:
Proceeds from issuance of common si
Payments to reacquire and retire common s
Payment of debt issue co:

Investment by GMS Acquisition Partners Holdir

LLC
Net cash provided by (used in) financing activi

Effect of exchange rate changes on cash

Net increase (decrease) in cash and cash equis
Cash, beginning of yei

Cash, end of year

(in thousands, except shares)

Predecesso
For the Period Predecessol
For the Year For the Year January 1, 2008 For the Year
Ended Ended to Ended
December 31 December 31 December 19 December 31
2008 2007 2008 2007
$ 57¢ $ 7971 $ 3,40¢ $ 23
23 — 84¢ 61C
147 — 2,86¢ 2,94¢
(592 — 1,37( 1,679
61 — 80¢ 1,46°
93¢ — (1,200 (1,087)
(309 — (1,52¢) (1,64¢)
113 (94) 224 (70
— — — 617
— — (995) —
(226) 114 (2,907) 652
(87) 85 (2,02¢) 497
18 6 — —
66C 68C 1,871 2,33
58,30¢ (58,309 — —
(11) — (1,50¢) (1,82¢)
— — — (44)
(28,66¢) — — —
29,63( (58,309 (2,509 (1,872
(150) (167) — —
— 1,50( — —
— 58,50( — —
— (1,659 — —
3,50(C — — —
(40,34¢) — (3,495 (10,809
28,00( — — —
1,00( — — —
4,75( — — —
(23,569 — — —
— — — (26€)
— — — 13,00(
(26,81Y) 58,17« (3,495 1,92¢
(93) — 26 314
3,38¢ 54E (3,106 2,702
57C 25 5,74% 3,04(
$ 3,95 $ 57C| $ 2637 $ 5,74:

The accompanying notes are an integral part oktheasolidated financial statements.






Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Notes to Consolidated Financial Statements

BACKGROUND AND DESCRIPTION OF BUSINESS

Before December 19, 2008, we conducted businesaruhd name Vector Intersect Security Acquisitiargration (“Vector™). Vectol
was a blank check development stage company,heglino principal operations. Its objective wasdquére through merger, capital sti
exchange, asset acquisition or otherwise one oerhosinesses in the homeland security, nationalrisg@nd/or command and coni
industries.

On December 19, 2008, Vector acquired all of théstanding ownership units of Cyalume Technologies, (“CTI") from GMS
Acquisition Partners Holdings, LLC (“GMS”) (the “Agisition”). GMS was the sole stockholder in CThiah also had a whollgwnec
subsidiary (Cyalume Technologies, S.A. or “CTSAThe Acquisition is discussed in detail in Note Z.tAe Acquisition date, Vect
changed its name to Cyalume Technologies Holdihgs(“Cyalume”). In these financial statements dadtnotes Cyalume’ operatin
results include the operations of the former Ve&oi2007 and 2008 and CTI's operations after tguAsition date. CTE operations prit
to the Acquisition date are presented as Predecesso

CTI manufactures and sells chemiluminescent pradact reflective and photoluminescent materialsitdary, commercial and publ
safety markets. CTSA is geographically locatedrismEe and represents us in certain internationgtets primarily Europe and Asia.

The accompanying consolidated financial statemiactade the accounts of Cyalume, CTIl and CTSA amdpaepared in accordance v
accounting principles generally accepted in thetdéthStates of America. All significant intercomgdralances and transactions have
eliminated in consolidation.

ACQUISITION

Accounting for the Acquisition follows the requirents of Statement of Financial Accounting Stand&ds141,Business Combinatio
(“SFAS No. 141™), which requires that purchase accounting treatménhe Acquisition be reflected as a new basis afoaating
resulting in the adjustment of all assets and liigds to their respective fair values as of theusition date. That adjustment to fair ve
has been determined using the guidance in SFASMQ.whereby the purchase price, including assurabilities, deferred financing ai
other transaction costs, has been allocated téathealue of the tangible and identifiable intdolgi assets acquired and liabilities assul
with the excess allocated to goodwill. The factbist contributed to a purchase price that resuitébe recognition of goodwill include |
CTI's strong core business position, (b) CTI's ldegn contracts with significant customers (c) ttensiderable upside of CEI
ammunition business and (d) valuation analyseswetdics compiled independently by consultants.

The consideration for the Acquisition consistedhaf following (all amounts in thousands):

Cash Paid, Net
of Cash
Consideration Cash Acquired Acquired
Cyalume equity issued to acquire CTI eqt $ 52,46(
Cash paid for CTI equity and closing ca 31,30 $ 2,631 $ 28,66¢
Assumption of dek 40,34¢
Liabilities incurred for closing costs 1,05¢
Total consideratiol $ 125,16¢




Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Notes to Consolidated Financial Statements (Contired)

The preliminary allocation of the fair value of thesets acquired and liabilities assumed in theusdgpn are as followgall amounts i
thousands) :

Cyalume Cyalume
Technologies, Technologies,
Inc. (“CTI") S.A. (‘CTSA") Eliminations Total

Cash $ 25671 $ 70 $ — $ 2,631
Accounts receivable, n 3,73( 1,272 (450) 4,55
Inventories, ne 9,24¢ 2,05¢ — 11,29¢
Other current asse 12¢€ 91 — 217
Deferred income taxe 281 707 — 98¢
Property, plant and equipme 6,214 1,71¢ — 7,92¢
Developed technologies, including pate 10,81( — — 10,81(
Trade name / trademar 7,39( — — 7,39(
Customer relationshif 28,87( 2,24¢ — 31,11¢
Non-compete agreemer 29¢ — — 29¢
Investment in CTS/ 11,42( — (112,420 —
Debt issue costs, n 80¢ — — 80¢
Goodwill 56,28¢ 4,53¢ — 60,82!

Total asset 138,04 12,68¢ (11,870 138,86:
Accounts payabl 1,61¢ 91¢ (450) 2,084
Accrued expense 1,232 35C — 1,582
Deferred income taxe 9,852 — — 9,852
Asset retirement obligation 17E — — 17E
Total liabilities 12,87 1,26¢ (450) 13,69:

Net asset $ 125,16¢ $ 11,42( $ (11,420 $ 125,16!

The stock purchase agreement dated February 18, 28amended, provided for a purchase price adgudtbased on the net amour
our current assets and current liabilities as ofdpeber 19, 2008. We have provided for an additiaB8l,165 shares of our common si
that is due to the former owners of CTI in the ltotansideration of the Acquisition.

The above purchase price allocation has not beafiZed because the valuation of the intangibletasacquired has not yet been finali
Any differences between the amounts reported heasirof December 31, 2008 for developed technolpgiage name / trademar
customer relationships and non-compete agreemadtthe finalized valuations thereof are not expetbebe material.

Pro Forma Financial Summary (Unaudited)

The following unaudited pro forma financial summasypresented as if the Acquisition was completedfaJanuary 1, 2007. The |
forma combined results are not necessarily indieatif the actual results that would have occurrad the Acquisition been consumme
on that date, or of the future operations of thmlgimed entities. The pro forma results include siiiients for depreciation, intangible a
amortization, inventory step-up amortization, iesdrexpense, interest income and certain allowadd&ucturing costs. The pforme
results do not exclude significant nonrecurringnisesuch as the $1.1 million restructuring chargeiired by the Predecessor in 2008
Note 20) and the $2.8 million arbitration awardeiged by the Predecessor in 2008 (see Note 17).
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Year Ended December 31

2008 2007

Revenues (in thousanc $ 40,757 $ 39,02¢
Net income (in thousand $ 488: $ 92C
Net income per common sha

Basic $ 051 $ ¢
Diluted $ 041 $ .08
Weighted average shares used to compute net inpememmon shart

Basic 9,550,36: 9,550,36:
Diluted 12,001,47 12,001,47

SIGNIFICANT ACCOUNTING POLICIES
Foreign Operations

Accounts of CTSA are translated using the locatengy as the functional currency. Translation gaind losses are recorded as a sef.
component of stockholdergquity. Gains and losses resulting from transastiaich are denominated in other than the funct
currencies are classified as foreign currency gainslosses in the accompanying consolidated statsnof income.

Comprehensive Income

Comprehensive income, as defined by SFAS No. R&porting Comprehensive Inconagcounts for changes in stockholdeegjuity
resulting from norstockholder sources. All transactions that wowddise comprehensive income to differ from net incdrage bee
recorded and disclosed and relate to (i) the tatiosl of the accounts of our foreigubsidiary and (ii) the effective portion of hedy
activities.

Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptedhia United States of America requ
us to make estimates and assumptions that affectejported amounts of assets and liabilities, tlelasure of contingent assets

liabilities at the date of the consolidated finah@tatements and the reported amounts of reveangsexpenses during the repor
periods. Estimates are used when accounting féaindtems such as reserves for inventory, accoueteivable and deferred tax as:
assessing the carrying value of intangible assetisiding goodwill; determining the useful lives pfoperty, plant and equipment
intangible assets; and in determining asset reérgnobligations. Estimates are based on histoegglerience, where applicable,

assumptions that we believe are reasonable undarittumstances. Due to the inherent uncertamtglved with estimates, actual res
may differ.

Fair Value of Financial Instruments

Effective January 1, 2008, we adopted Statemehtrnaincial Accounting Standard No. 1%&ir Value Measurementq“SFAS No. 157),
which establishes a framework for measuring falu@and requires enhanced disclosures about faievaeasurements. SFAS No. 1£
effective for fiscal years beginning after Novemhér 2007, except as it relates to nonrecurringvailue measurements of nonfinan
assets and liabilities for which the standard feative for fiscal years beginning after NovembBr 2008. SFAS No. 157 clarifies that
value is an exit price, representing the amourttwauld be received to sell an asset or paid tosfier a liability in an orderly transacti
between market participants. SFAS No. 157 alsoireguisclosure about how fair value is determifiedassets and liabilities a
establishes a hierarchy for which these asset$iaitities must be grouped, based on significantls of inputs.

Based on the three hierarchical levels of categtidm defined by SFAS No. 157, we have one findriostrument (interest rate swa
that requires disclosure under SFAS No. 157. Assalt, to the exterthe adoption of SFAS No. 157 is required; it did have a materi
impact on our consolidated financial statementsaddition, we are evaluating the impact of SFAS Mo/ for measuring nofinancia
assets and liabilities on future results of operatiand financial position.

In February 2007, the FASB issued SFAS No. Fsfly Value Option for Financial Assets and Finariciaabilities ( “ SFAS No. 159J,
which permits entities to choose to measure mamgnfiial assets and financial liabilities at failuea Unrealized gains and losses on i
for which the fair value option has been electedidide reported in earnings. SFAS No. 159 is effedor financial statements issued
fiscal years beginning after November 15, 2007. Ndge not elected to measure any financial assetmlitities at fair value, ar
therefore, our consolidated financial statementewet affected by adoption of SFAS No. 159.
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See Note 22 for more information, including a figtiof our assets and liabilities required to be snezd at fair value on a recurring b.
and where they are classified within the hierarabyof December 31, 2008/e have other financial instruments, such as castpunt
receivable, accounts payable, accrued expensdsrarderm debt, whose carrying amounts approxirfedtesalue.

Accounts Receivable

Accounts receivable are recorded at the aggreggteid amount less any allowance for doubtful actouifhe allowance is based
historical bad debt experience and the specifintifieation of accounts deemed uncollectible. Weedmine an account receivalde’
delinquency status based on its contractual teimbsrest is not charged on outstanding balancexodnts are writtewff only when al
methods of recovery have been exhausted. We coatedlit risk through initial credit evaluations aagprovals, credit limits, ai
monitoring procedures. We perform ongoing credigleations of our customers, but do not require atetbl to support accou
receivable.

Inventories

Inventories are stated at the lower of cost (onrst-ih first-out (“FIFO”) method) or net realizable value. We periodicadlyiew the
realizability of our inventory. Provisions are ddished for potential obsolescence. Determiningqadée reserves for invent
obsolescence requires management’s judgment. Gamslitnpacting the realizability of our inventorgudd cause actual asset wraés tc
be materially different than the inventory reselbadances as of year-end.

Property, Plant and Equipment

Property, plant and equipment are stated at ddspreciation is computed under the strailiit-method over the estimated useful live
four to seven years for equipment and 15 to 30syfarbuildings and improvements.

Goodwill

We apply the provisions of SFAS No. 14200dwill and Other Intangible Assdts goodwill. Goodwill is deemed to have an indegrlife

and accordingly, is not subject to annual amoiitimat Goodwill is subject to annual impairment ews, and, if conditions warrant, inte

reviews based upon its estimated fair value. Immpaint charges, if any, are recorded in the penaghich the impairment is determined.
Debt Issue Costs

As required by Accounting Principles Board OpinMa. 21,Interest on Receivables and Payahlessts paid to lenders to obtain orig

financing are presented as discounts on the retigbtiand are amortized to interest expense oeetetim of the related financing, us

the effective interest method (unless the financsng line of credit, in which case the straitihe method is used). Such costs paid to
parties are presented as assets and are amodizgdrest expense in the same manner as costsoplaiaders.
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Intangible Assets

Intangible assets are amortized over their estidhaseful lives. Costs associated with renewingxtending the terms associated with
intangible assets are expensed as incurred. Tfellives used for amortization of the intangibkesets are as follows:

Patents and developed technolo(9 years
Purchased customer relationsh 12-13 years
Non-compete agreemer 2 years

Trademarks and trade names have an indefinite Tifee Predecessor amortized these assets ovet lisefuanging from 10 -18 years.
Long-Lived Assets

Following the provisions of SFAS No. 144¢counting for the Impairment or Disposal of Lonigdd Asset$'SFAS No. 144"), longived
assets are reviewed for impairment whenever exantdianges in circumstances indicate that the iceyrgmount of an asset may no
recoverable. Such reviews are based on a compaofsthie asse$ undiscounted cash flows to the recorded carryaige for the asset.
the asses recorded carrying value exceeds the sum of tdescounted cash flows expected to result from geeand eventual disposit
of the asset, the asset is writidown to its estimated fair value. To estimate fla@tt value, we will use the most appropriate vahn
technique for the circumstances and for which sigfit data is available.

Impairment charges, if any, are recorded in tha@ogein which the impairment is determined. Idenfifie assets will continue to
amortized over their useful lives and be reviewadrhpairment in accordance with SFAS No. 144.

Derivatives

Derivatives are recorded at their fair value aghef balance sheet date. On the consolidated statesficash flows, cash flows frc
derivative instruments accounted for as cash fledges are classified in the same category as #heflcavs from the items being hedged.

Common Stock Purchase Warrants

Pursuant to Emerging Issues Task Force Issue 08<k®unting for Derivative Financial Instruments énad to, and Potentially Sett
in, a Company's Own Sto€kEITF 00-19”), common stock purchase warrants issued by us amentlyroutstanding are recorded at in
fair value and reported in stockholders’ equityiraseases to additional paid-capital. These warrants are reported as equather tha
liabilities, since they meet EITF 00-19’'s equityssification requirements, such as (i) the warramiy not be netash settled, (ii) tt
warrant contract limits the number of shares talblvered in a neshare settlement and (iii) we have sufficient wésscommon shar
available to settle outstanding warrants. Subseqetenges in fair value from the warraritstial fair value are not recognized as long
the warrants continue to merit classification asitgq

Revenue Recognition

Revenue from the sale of products is recognizednwthe earnings process is complete and the risédsrewards of ownership he
transferred to the customer. Costs and relatednmgseto manufacture the products are recordedsias cbgoods sold when the rele
revenue is recognized.

We have several significant contracts providingtfa sale of indefinite quantities of items at fixger unit prices, subject to adjustmen
certain economic factors. Revenue under theseaxdstis recognized when goods ordered under theamis are received by the custor
Whenever costs change, we review the pricing utitEse contracts to determine whether they reghestle of products at a loss.
date, we have no loss contracts which would reghieaccrual of future losses in the current finaretatements.
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Taxes Collected from Customers

Sales taxes collected from customers are not cereidrevenue and are included in accounts payable@ecrued liabilities until remitt
to the taxing authorities.

Shipping and Handling Costs

Outbound shipping and handling costs are includeskiling expenses in the accompanying consolidstegdments of income. These ¢
were $5,000 and nil for the years ended DecembeP@18 and 2007, respectively. The Predecesshipping and handling costs for
period ended December 19, 2008 and the year endeeniber 31, 2007 were $514,000 and $647,000, rasggc

Advertising Costs

Advertising costs are expensed as incurred angrarerily included in selling expenses in the acpamying consolidated statement:
income. Advertising expense was $2,000 and niltfer year ended December 31, 2008 and 2007, resplgcti The Predecessar’
advertising costs for the period ended Decembe0@3 and the year ended December 31, 2007 wer8@&Band $129,000, respectively.

Income Taxes

Income taxes are accounted for in accordance WAthSSNo. 109 Accounting for Income TaxesUnder this method, deferred tax as
and liabilities are determined based on differerween financial reporting and tax bases of ass®d liabilities and are measured u
enacted tax rates and laws that will be in effebemwthe differences are expected to reverse. f@efdax assets are recognized w
based upon available evidence, realization of fseta is more likely than not.

We adopted the provisions of FASB Interpretation. M8 Accounting for Uncertainty in Income Taxesar interpretation of FAS
Statement No. 100'FIN 48”") on January 1, 2007. There were no unrecognizedémefits and there was no effect on our fina
condition or results of operations as a resultddpging FIN 48. When tax returns are filed, it ighly certain that some positions ta
would be sustained upon examination by the taxirtaities, while others are subject to uncertaatiput the merits of the position ta
or the amount of the position that would be ultiehgasustained. The benefit of a tax position i®ggized in the financial statements in
period during which, based on all available evidgnt is more likely than not that the position mble sustained upon examinati
including the resolution of appeals or litigatiorogesses, if any. Tax positions taken are not bis@ggregated with other positions.
positions that meet the more-likely-thant recognition threshold are measured as the dar@mount of tax benefit that is more t
50 percent likely of being realized upon settlemwith the applicable taxing authority. The portiohthe benefits associated with
positions taken that exceeds the amount measuretbsgibed above is reflected as a liability foramognized tax benefits in 1
accompanying balance sheet along with any assdciaterest and penalties that would be payableh® taxing authorities up
examination.

Our 2005 through 2008 tax years remain subjeckaonénation by the federal and New Jersey tax aiitesr CTI's tax years 2005 throu
2008 remain subject to examination by federal aadous state tax jurisdictions. CTSAtax years 2006 and 2007 remain subje
examination as the French tax authorities have tetegb audits of CTSA’s 2004 and 2005 tax years.

We classify interest on tax deficiencies as inteespense and income tax penalties as other maserius expenses. For the years €
December 31, 2008 and 2007, interest expense avaltigs relating to tax deficiencies were not digant.

Net Income Per Common Share

We account for and disclose net income per comrharesin accordance with SFAS No. 1E&rnings per Share Basic net income p
common share is computed by dividing net incoméhleyweighted average number of common shares adista Diluted net income
common share is computed by dividing net incoméheyweighted average number of common shares &utd/eipotential common she
equivalents then outstanding. Potential commoneshaonsist of shares issuable upon the exerciseawhints (using the treasury st
method).
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Year Ended December 31

2008 2007

Basic:

Net income (in thousand $ 57¢ $ 797

Weighted average shar 9,550,36. 6,912,32!

Basic income per common shi $ 0.0¢6 $ 0.11
Diluted:

Net income (in thousand $ 57¢ $ 797

Weighted average shar 9,550,36. 6,912,32!

Effect of dilutive warrant: 2,451,10! 1,617,87

Weighted average shares, as adju 12,001,47 8,530,20

Diluted income per common she $ 0.0t $ 0.0¢

The following potentially dilutive common sharesre@@xcluded from the calculation of diluted netoime per common share because
effect was antidilutive for each of the periodssamted:

Year Ended December 31

2008 2007
Warrants Issued for Acquisiti-Related Costs (see Note : 100,00( —
Other Warrants Sold (see Note : 118,75( —
Options(see Note 18 1,462,501 1,462,501

The dilutive effect of outstanding warrants as ecBmber 31, 2008 was considered in computing diluteome per common share. A
December 31, 2008, 3,273,494 warrants were exekaissulting in 1,635,171 common shares being tsue

Reclassifications

Certain amounts in the prior year have been reéiledso conform to the 2008 presentation.

Segments

We operate in a single segment as defined unde6S3¥& 131 Disclosures About Segments of an Enterprise andt&eInformation.
Recent Accounting Pronouncements

In December 2007, the FASB issued SFAS No. Nefcontrolling Interests in Consolidated Financ&htements an amendment of Al
No. 51(“SFAS No. 160").SFAS No. 160 is effective for fiscal years, anceiimh periods within those fiscal years, beginnimgao afte
December 15, 2008. The objective of this Statenignto improve the relevance, comparability, anchgparency of the financ
information that a reporting entity provides in isnsolidated financial statements. We anticipha#t the adoption of SFAS No. 160 \
not have a significant impact on our consolidaiedricial statements.

In March 2008, the FASB issued SFAS No. 1Bikclosures about Derivative Instruments and Heddhativities -an amendment of FA:
Statement No. 133(“SFAS No. 161"). SFAS No. 161 requires enhandidlosures about an entityterivative instruments and hedc
activities with a view toward improving the transpacy of financial reporting and is effective fandncial statements issued for fis
years and interim periods beginning after Novenitigr2008, with early application encouraged. SFAS N1 encourages, but does
require, comparative disclosures for earlier pegiatlinitial adoption. Due to our minimal hedgirgities and investments in derivativ
we anticipate that the adoption of SFAS No. 161 mit have a significant impact on our consoliddiedncial statements.

In April 2008, the FASB issued FASB Staff PositiggRSP”) No. FAS 142-3Determination of the Useful Life of Intangible AtsseThis
FSP amends the factors that should be considerddvieloping renewal or extension assumptions usatktermine the useful life o
recognized asset under SFAS No. 1@2pdwill and Other Intangible Asset$SFAS 142”). The objective of this FSP is to improve
consistency between the useful life of a recognint&hgible asset under SFAS 142 and the perickpécted cash flows used to mea
the fair value of the asset under SFAS 141(R) ahdraaccounting principles generally accepted eUited States of America. This F
applies to all intangible assets, whether acquined business combination or otherwise; and shalkffective for financial stateme
issued for fiscal years beginning after December 208 and interim periods within those fiscal weand applied prospectively
intangible assets acquired after the effective.daaely adoption is prohibited. We are currentlalesating this new FSP and anticipate
it will not have a significant impact on our conidalted financial statements.
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4. INVENTORIES

Inventories consist of the following (all amoumsthousands) :

Year Ended December 31

(Predecessor
2008 2007 2007
Raw materials $ 582 $ — $ 4,75%
Work-in-process 3,48¢ — 2,31¢
Finished goods 2,141 — 1,674
$ 11,447 $ — $ 8,74:

Provision for potential obsolescence was $(2,000)rl for the years ended December 31, 2008 afd 2@spectively. The Predecessor’
provision for potential obsolescence was $71,0aD$883,000 for the period ended December 19, 280&a the year ended Decem
31, 2007, respectively. Such provisions are reploate adjustments to our cost of goods sold in deerapanying consolidated statem:
of income.

5. PREPAID EXPENSES AND OTHER CURRENT ASSETS
Prepaid expenses and other current assets cohsist following (all amounts in thousands):

Year Ended December 31

(Predecessor
2008 2007 2007
Value added taxes receival $ 60 $ — $ 281
Prepaid expenst 127 94 131
Other 8 — 28
$ 195 $ 94 3 44C

6. PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment consist of the foltma(all amounts in thousands) :

Year Ended December 31

(Predecessor
2008 2007 2007

Land $ 1,042 $ — 3 1,38:
Building and improvement 3,42 — 5,33(
Machinery and equipment 3,43( — 4,30¢
7,89¢ — 11,02:

Less: Accumulated depreciation 17 — 1,047
$ 7,882 $ — 3 9,97

7. GOODWILL
Goodwill represents the excess of the cost of aitguiCTI over the net fair value assigned to asaetpiired and liabilities assumed.
goodwill existed as of December 31, 2007. T he &esdsor’s goodwill as of December 31, 2007 @4$! million was due to a previc
business combination .
Our goodwill was not impaired as of December 3108@ursuant to SFAS No. 14&oodwill and Other Intangible Assetlue to th
December 19, 2008 valuation of goodwill in conneetivith the Acquisition.
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8. OTHER INTANGIBLE ASSETS

Intangible assets as of December 31, 2008 corfsisedollowing (all amounts in thousands) :

Accumulated

Cost Amortization Net Book Value

Developed technologies, including pate $ 10,81(C $ 40 $ 10,77(
Trademarks and trade nan 7,39(C — 7,39(
Purchased customer relationsh 31,06: 85 30,97¢
Non-compete agreemer 298 5 28¢€
$ 49,55¢ $ 13C $ 49,42¢

Trademarks and trade names have indefinite lives tharefore, they are not amortized. The Predecemsmrtized trademarks o
estimated lives of 10-18 years. All other intangibksets have similar lives to those used by thdeeessor.

Trademarks can be renewed without substantial Costiverage, our trademarks renew in approximatgiyars.

Amortization of intangible assets was $131,000 mihébr the years ended December 31, 2008 and 2@8pectively. We do not consii
any of our intangible assets to have residual vaNe did not have any intangible assets as of Dbee3il, 2007.

As required by SFAS No. 144, we reviewed eventsaraimstances for indications of possible impaininaf the above intangible ass
and determined that testing for possible impairnveat not necessary at December 31, 2008 due @e¢bember 19, 2008 valuation of
assets in connection with the Acquisition.

The Predecessor’s intangible assets as of Dece3ib@007 consisted of the following (all amountshiausands):

Accumulated

Cost Amortization Net Book Value

Developed technologies, including pate $ 8,00¢ $ 1,39 % 6,61¢
Trademarks and trade nan 4,25¢ 453 3,80z
Purchased customer relationsh 23,67( 2,82¢ 20,84:
Non-compete agreements 88t 33¢ 54€
$ 36,81¢ $ 5014 $ 31,80¢

The Predecessar'amortization of intangible assets was $2.5 mmilémd $2.6 million for the period ended December2D®8 and for tt
year ended December 31, 2007, respectively.

The future amortization expense relating to inthlggassets for the next five years and beyondtisiated at December 31, 2008 to be
amounts in thousands):

Year Ending December 31

2009 $ 3,92
2010 3,91¢
2011 3,77¢
2012 3,77¢
2013 3,77¢
Thereafter 22,86¢

$ 42,03¢

9. OTHER NONCURRENT ASSETS

Other noncurrent assets of $188,000 primarily sinsi unamortized costs paid to third parties ttawbour longterm debt and lines
credit (“capitalized debt issue costsSuch costs were $185,000 and nil as of Decembe2@®18 and 2007, respectively. As of Decer
31, 2007, t he Predecessor’'s unamortized capitatiedt issue costs were $385,000.

Amortization of capitalized debt issue costs was082 and nil for the years ended December 31, 20G8 2007, respectively. T
Predecessas’ amortization of capitalized debt issue costs $&5000 and $99,000 for the period ended Decem®eRd08 and for tt
year ended December 31, 2007, respectively.
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The future amortization expense for each of the Bucceeding years and beyond relating to capthldebt issue costs is estimate
December 31, 2008 to be (all amounts in thousands)

Year Ending December 31

2009 $ 53
2010 49
2011 42
2012 25
2013 16

$ 18¢

LINES OF CREDIT

We have a line of credit with a maximum borrowirapacity of $5.0 million with TD Bank N.A (“TD Banl’ Interest is payable montt
and is determined, at our discretion, based oth@)Prime Rate, plus 3% (not to be less than 6%tad) or (ii) an adjusted LIBOR re
(subject to a 3% interest rate floor), plus a nraqgrcentage that is based on financial performafite line of credis interest rate
December 31, 2008 was 6.25%. The line of crediiregspon December 19, 2011. This line of creditubjsct to (i) the same restrict
covenants imposed on and (ii) the same collaterdlguarantees as the Term A Note and Term B Nderitbed in Note 11. At Decemt
31, 2008, there was a $3.5 million outstanding deiing on this line of credit.

On May 1, 2007, we entered into a $500,000 revghdredit agreement with SCP Private Equity Manager@®mpany, LLC, (“SCP);
which owns stock in Cyalume and of which three of ®irectors are members. Any amounts outstandimdeu the revolving crec
agreement bear interest at a rate of 5.5% per yegrfunds outstanding under the revolving crediteement were due and payable t
our consummation of a business combination. We m&ver borrowed funds under this revolving crediteement which expired on 1
date of the Acquisition.

CTSA has lines of credit with a combined maximunmrbwing capacity of €.1 million ($1.5 million as of December 31, 2008hde
which there were no outstanding borrowings at Ddmm81, 2008 and 2007. The lingsterest rates are variable, based on the
Overnight Index Average and then®nth Euro Interbank Offered Rate. The lines alatwalized by substantially all business assé
CTSA. The lines have indefinite termination datag,can be renegotiated periodically.

As of December 31, 2007, CTI had a line of credthva maximum borrowing capacity of $2.0 millioiterest was determined using
same methodology used to determine interest onPiteelecessas’ Senior Tranche A Note (see Note 11). The linecrefdit wa
collateralized by substantially all assets of QN¢. borrowings were ever made on this line of cradid it was terminated due to and or
date of the Acquisition.

NOTES PAYABLE

CTI has two notes payable to TD Bank; a $25.5 onillierm A Note and a $2.5 million Term B Note, thvatre entered into in conjuncti
with the Acquisition.

The Term A Note is payable in monthly principaltaibnents ranging from $319,000 to $468,000, plumnthly interest payments
described below, that commence on February 1, 2868, a final principal payment of $2.8 million ataturity (December 19, 201
Interest payments on the 60% of the Term A Noteiscipal balance are hedged using a pay-fixed,iveeeariable interest rate swap
reduce exposure to changes in cash payments caysdinges in interest rates on the Term A Note $ote 15 for details on the inte
rate swap. Interest on 60% interest rate-swappeitbpmf the Term A Note is payable monthly andedetined based on rhonth LIBOR
plus a margin percentage that is based on finapeidbrmance. At December 31, 2008, interest oh gbaion of the Term A Note w
5.08%, before considering the effect of the interate hedging relationship. Interest on the reingi®0% of the Term A Note is al
payable monthly and is determined based amoihth LIBOR (subject to a 3% interest rate flodspa margin percentage that is base
our financial performance. At December 31, 2008t fiortion of the Term A Note was 7.5%. The TernNéte is collateralized by all
the assets of CTI (except C$lequity interests in CTSA, of which only 65% amdlateral of the Term A Note) and is guarantee:
Cyalume. The Term A Notes require various restrictiinancial and nonfinancial covenants, such agimam leverage ratios a
limitations on capital expenditures and divider@atstanding principal on the Term A Note is $25i8iom at December 31, 2008.
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The Term B Note is payable in monthly principaltaisnents of $10,000, plus monthly interest payraeas described below, t
commence on February 1, 2009, with a final princgayment of $1.9 million at maturity (December 2913). Interest payments on
Term B Note’s principal balance are hedged usipg\afixed, receivesariable interest rate swap to reduce our expasucbanges in ca
payments caused by changes in interest rates ometire B Note. See Note 15 for details on the @gerate swap. Interest is pay:
monthly and is determined based omanth LIBOR plus a margin percentage that is basedur financial performance. The Tern
Note’s interest rate at December 31, 2008 was 5.08%detmsidering the effect of the interest rate eglgelationship discussed in N
15. The Term B Note is collateralized by all of #Hesets of CTI (except CElequity interests in CTSA, of which only 65% ao#lateral o
the Term B Note) and is guaranteed by Cyalume.Tdren B Notes require various restrictive finaneat nonfinancial covenants, sucl
such as maximum leverage ratios and limitationsapital expenditures and dividends. Outstandimgcjoal on the Term B Note is $:
million at December 31, 2008.

The Term A Note, Term B Note and the TD Bank lifieredit described in Note 10 are senior in paynpeitrity to all of our other not
payable described here and in Note 10.

We have a $1.8 million note payable to our undeenthat was entered into in conjunction with thegdisition. The note bears an inte
rate of 8%, which is paid-ikind (added to the unpaid principal balance ofrib&e) quarterly. The note is unsecured and allcfpai anc
accrued interest is payable at maturity (June 8Q4p Outstanding principal on this note is $1i8iom at December 31, 2008. See N
12 for further discussion of this note.

As of December 31, 2008, future minimum payments fdu longterm debt for each of the five succeeding yearstaydnd are as folloy
(all amounts in thousands):

Year Ending December 31

2009 $ 3,621
2010 4,18¢
2011 4,67
2012 5,182
2013 10,34(
Thereaftel 1,81¢
29,81¢

Less: unamortized debt discol (61€)
$ 29,20:

Amortization of the debt discount was $4,000 arldfari the years ended December 31, 2008 and 2@&pectively. The Predecessor’
amortization of debt discount was $225,000 and ¥XB¥for the period ended December 19, 2008 anth®year ended December
2007, respectively.

CTSA had a mortgage loan with a bank, which was idueonthly installments of €000 ($10,000), including interest. The loan |
interest at a fixed rate of 5.95% per year. Thetgawe loan was collateralized by the real propeft TSA. The loan was repaid in 1
during 2008.

In 2006, we issued two notes with an aggregatecip@h amount of $144,000 to SCP. The notes bdszast at a rate of 5.5% per ann
with principal and accrued interest due no latemtipril 24, 2008 (the first anniversary of thetigi public offering). We repaid the
notes in full during 2007.

Before the Acquisition, CTl had notes payable toiots lenders with a total original principal amowf $53.0 million. These not
payable consisted of $27.5 million Senior TrancheNgtes, $12.5 million Senior Tranche B Notes an@.$1million Subordinate
Notes. The Senior Tranche A Notes were senioraynyent priority to the Senior Tranche B Notes, Wwhigere all senior in payme
priority to the Subordinate Notes. All of thesee®tvere paid in full in conjunction with the Acqtiin.

The Senior Tranche A Notes were payable in qugriaihcipal installments of $700,000, which commethon April 23, 2006 and we
scheduled to end on October 23, 2010 (except johgdal 23, 2007, on which a $10.0 million princigzayment was required and (b) <
23 and October 23, 2007 and January 23, 2008, achwio principal payments were required) with oimalf payment of $7.0 million di
on January 23, 2011. Outstanding principal was BMillion at December 31, 2007. Interest was alsgaple quarterly and w
determined based on the unpaid principal balaneen@rgin percentage that was based on financidmpgance, plus either (a) the gre:
of (i) the Prime Rate or (ii) the Federal FundseEfive Rate, plus 0.5% or (b) the average Britiginlgrs Association Interest Settlen
Rate (adjusted for certain Federal Reserve Systsarves) until the note was repaid in full. Theeriest rate charged as of Decembe
2007 was 8.80%. The Senior Tranche A Notes welateadlized by substantially all assets of CTI aeguired various restrictive financ
and nonfinancial covenants, such as minimum EBITiAsholds, maximum leverage ratios and a resirictin dividends. In Januz
2008, CTI reached an arbitration settlement with$lellers (see Note 17) pursuant to which CTI xeek$3.0 million in cash. A provisi
of the debt agreements required CTI to make artiaddl onetime principal payment equal to the amount of agtylement received, le
direct thirc-party costs incurred in pursuit of the settleméwmicordingly, in May 2008 a principal payment of $9800 was made on t



Senior Tranche A Notes in addition to the principayments described above.
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The Senior Tranche B Notes were originally payable e @rincipal installment of $12.5 million on Jul®,2011. Interest was paya
quarterly and was determined based on the unpaidipal balance at a margin percentage that wasdbas CTI5 financial performant
plus either (a) the greater of (i) the Prime Ratdiip the Federal Funds Effective Rate, plus 0.6%4(b) the average British Bank
Association Interest Settlement Rate (adjustectéotain Federal Reserve System reserves) untihdbes were repaid in full. The inter
rate charged as of December 31, 2007 was 13.9%S€&h@r Tranche B Notes were collateralized by wutimlly all assets of CTl a
required various restrictive financial and nonfic@h covenants, such as minimum EBITDA thresholdaximum leverage ratios ani
restriction on dividends.

The Subordinated Notes bore interest at 15.5% (&fl%hich was payable quarterly in cash, while temaining 4.5% was paid-ikind
(added to the unpaid principal balance of the Sdibated Notes) and was determined based on theicumpincipal balance. Tl
Subordinated Notes were originally payable in onegpal installment of $13.0 million plus all paid-kind interest on January .
2012. Outstanding principal, including paidkmd interest, was $14.1 million at December 31020The Subordinated Notes w
collateralized by substantially all assets of CTI.

DEFERRED UNDERWRITING COSTS

On April 25, 2007, we completed a private placen{éme “Private Placement”and received gross proceeds of $1.5 million. On M,
2007, we consummated our initial public offeringlarceived gross proceeds of $58.5 million. Of tchmbined gross proceeds of $¢
million, $2.3 million would be paid for deferred derwriting compensation fees to Rodman & Renshav; [‘Rodman”)if, and only if
we acquired a target business and 100% of the sivated approved the acquisition. On December @982we acquired CTI with le
than 100% of shares voting to approve the Acdaisifas discussed in Note 2) and therefore $2.liamibf these fees became payabl
Rodman. Before December 19, 2008, however, apylinent of these costs, Rodman accepted a cashepapin$250,000, $1.1 millic
in deferred underwriting fees and 93,750 shareowf common stock. On December 30, 2008, Rodmamagxged the deferr
underwriting fee obligation and the 93,750 shanesxichange for the $1.8 million note payable désctin Note 11.

13. ACCRUED EXPENSES

Accrued expenses consist of the following (all anmteun thousands) :

Year Ended December 31

(Predecessor
2008 2007 2007
Payroll $ 1.64¢ $ — $ 1,26(
Interest 107 — 91¢
Professional fee 357 — 59¢
Other 437 88 81¢
$ 255( $ 88 $ 3,597




14. NOTES PAYABLE AND ADVANCE DUE TO RELATED PARTIES
There are seven unsecured notes payable to skhstioers at December 31, 2008.

Four of these notes were entered into Decembe2d®8, and are payable to Messrs. Yaron Eitan, Wim&thurchill, Thomas Rebar ¢
Wayne Weisman (partners of SCP) in principal amewit$150,000, $650,000, $100,000 and $100,00@entisely. Each note be:
interest at 6%, which is calculated quarterly amidignkind (added to the unpaid principal balance). Theses are payable in ¢
combined installment of $1.0 million, plus all pardkind interest on June 19, 2014. At December 31826Qtstanding principal on the
notes totaled $1.0 million.

The remaining three notes are payable to two stadkins (Messrs. Isaac Applbaum and Marc Abramoviitz)riginal principal amoun
totaling $118,000 and $87,000, respectively. Eautk bears interest at 4% and is calculated on anabasis. These three notes were
to be paid in 2006, but under mutually satisfactamangement, remain unpaid. At December 31, 2B888&otal outstanding balance
these notes is $55,000.

In 2006, a stockholder advanced us a total of $82{0 pay operating expenses. We repaid $23,0atetstockholder in 2007. The amc
outstanding at December 31, 2008 of $9,000 is nterést bearing and due on demand.

15. DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

Simultaneous with the Acquisition and the incurenf the Term A Note and Term B Note discusseddateNL1, we entered into two pay-
fixed, receivevariable, interest rate swaps to reduce exposucddages in cash payments caused by changes iiesintates on the Te

A Note and the Term B Note. Both relationships @designated as cash flow hedges and meet the arit@rithe shortcut method -
assessing hedge effectiveness; therefore, the hiedggsumed to be 100% effective and all changébkeirfair value of the interest r.
swaps are recorded in consolidated other compreferiscome. See Note 18 for a description of change accumulated ott
comprehensive income due to derivatives and hedagatigities. Such changes were due to unrealizesel® on the interest rate sw
These unrealized losses must be reclassified iremoin part into earnings if, and when, a comgami of the swap(s) and the rele
hedged cash flows demonstrates that the shortcihioehés no longer applicable. We expect these retigeneet the criteria of the short
method for the duration of the hedging relationsinip therefore we do not expect to reclassify amyign of these unrealized losses fi
consolidated other comprehensive income to earnimtie future.

The fair value of these interest rate swaps at Déee 31, 2008 is $(163,000) and is presented &bdity on our consolidated balar
sheet. The fair values of the swaps were deterniiyediscounting the estimated cash flows to beivedeand paid due to the swaps ¢
the swap’s contractual life using an estimated-figk rate for each swap settlement date.

We did not hold any derivative instruments befdwe Acquisition and have not engaged in any othdgimg activities.

16. ASSET RETIREMENT OBLIGATION

As part of the Acquisition, we assumed GTHsset retirement obligation associated with réemied of certain known occurrences
asbestos at the manufacturing facility in West 1gyfield, Massachusetts.

The significant assumptions used to estimate thigatton are:

Annual inflation rate 5.01%
Credit-adjusted ris-free rate 5.3%
September 30, 2007 to Septembe
Range of estimated remediation completion d 201t
Initial estimated remediation costs (undiscounted ot adjusted for inflatior $ 200,00
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The following is a reconciliation of the beginniagd ending aggregate carrying amounts of asse¢metit obligation for the years en
December 31, 2008 and 2007 (all amounts in thowsand

(Predecessor
For the Period

January 1, 200¢

Year Ended December 31

(Predecessor to December 1€
2008 2007 2007 2008

Balance, beginnin $ — 8 $ 20C $ 16€
Liability assumed at Acquisitio 17t — —
Additional liabilities incurrec — — —
Liabilities settlec — (44) —
Accretion expens 1 10 9
Revisions in estimated cash flo — — — —
Balance, ending $ 17¢ $ — $ 16€ $ 17E

Accretion expense on the asset retirement obligatancluded in general and administrative expsnsehe accompanying consolide
statements of income.

As of December 31, 2008, future settlement paymfemteach of the five succeeding years and beyoadstimated to be as follows
amounts in thousands):

Year Ending December 31

2009 $ 48
2010 —
2011 52
2012 —
2013 58
Thereaftel 64
Total estimated undiscounted payments (adjustedsiimated inflation) $ 222

The $48,000 expected to be paid in 2009 per theealable is reported as accrued expenses in owolidated balance sheet a:
December 31, 2008.

The difference between the $176,000 liability a®etember 31, 2008 and the estimated undiscountacefpayments of $222,000 is
time value of money at the credit-adjusted rislefrate of 5.37%.

F-22




Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Notes to Consolidated Financial Statements (Contired)

17. COMMITMENTS AND CONTINGENCIES
Operating Leases with Third Parties
We lease certain equipment, automobiles and ossata under cancelable and mamcelable operating leases. Expenses associdte
these leases total $3,000 in 2008. There was nensepin 2007. The Predecessa’lease expense for such equipment, automobile
other assets for the period ended December 19, 200&he year ended December 31, 2007 was $52r@D8$1a,000, respectively. Futi
minimum lease payments under non-cancelable Idaggmtons at December 31, 2008 are as followsa@bunts in thousands):

Year Ending December 31

2009 $ 36
2010 22
2011 11
2012 9
2013 7
Thereaftel —

$ 85

Operating Leases with Related Parties

We previously occupied office space provided by S@fich had agreed that, until we acquired a tabgstness, it would make such off
space, as well as certain accounting, office amdetarial services, available to us. We agreedatyp $CP $8,000 per month for s
services commencing April 25, 2007. Payments madieuthis agreement were $90,000 for the yearsceBeeember 31, 2008 and 2C
Use of this office space and these services cans@D8, after the Acquisition of CTI.

Legal

We do not expect that the various legal proceedimgsre involved in, including those discussedhim following paragraph, will have
material adverse effect on our future financialip@s, operating results, or cash flows.

As discussed in Note 2, we acquired CTl on DeceniBer2008. As part of the Acquisition we acquiretl’G exposure to litigation tr
existed at the acquisition date. On January 2362@MS acquired all of the outstanding capital kto€ Omniglow Corporation (tt
“Transaction”)and changed the name of the company to Cyalumenbéagies, Inc. (CTI). Prior to, or substantiallyrsiltaneously witt
the Transaction, CTI sold certain assets and ifaslrelated to Omniglow Corporatianhovelty and retail business to certain for
Omniglow Corporation stockholders and managemethie (Omniglow Buyers”).This was done because CTI sought to retain onl
Omniglow Corporation assets and current liabilisesociated with its government, military and safatsiness. During 2006, CTI and
Omniglow Buyers commenced litigation and arbitratpyoceedings against one another. Claims inclueadhes of a lease and breach:
various other agreements between CTI and the Oowigluyers. The Omniglow Buyers seek compensataraties of $1.4 million,
be trebled, and recovery of costs and legal fees.h&ve filed for damages of $368,000 against theni@iow Buyers. We continue
rigorously defend our position on these mattersyadelieve the Omniglow Buyers’ claims to be withmerit.

During 2006, CTI and the former stockholders of GQgtow (“Sellers”) commenced arbitration proceedings against one andiiat ar
separate and distinct from those discussed in teiqus paragraph. These arbitration proceedingsided claims with respect to cert
representations, warranties, contracts, covenarttother agreements in connection with the traimaeind a number of other unrele
items. In January 2008, CTI reached settlemertt thie Sellers on all matters, which resulted in @deiving $3.0 million in cash. T
terms of the settlement, which was reached to nmn@rthe parties' risk, time and cost of furtheagétion, gave no explicit consideratior
to whether the disputes being resolved arose inptlrehase process or pursuant to subsequent eventa. result, CTI followed tt
guidance in SFAS No. 14Business Combinatiorend SFAS No. 16Prior Period Adjustmentand reflected the settlement as a ga
2008, rather than an adjustment to the purchase.pfihe net gain of $2.8 million is included in @tiincome on the accompany
consolidated financial statements of the Predecdssthe period ended December 19, 2008.
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Other Commitments

On April 25, 2007, we had engaged the represeetativthe underwriters of our initial public offegnon a norexclusive basis for fi
years, as an agent for the solicitation of an agtjon target. We agreed to pay the representativke underwriters a cash transactior
equal to 3% of the aggregate consideration paiduich an acquisition with a target business theesgmtative of the underwrit
introduced to us, if the acquisition was consumuhatighin twenty-four months of the introduction.

On April 25, 2007, we engaged the representatihi@funderwriters of our initial public offeringn@ nonexclusive basis for five yea
as our agent for the solicitation of the exercisewr common stock purchase warrants (see Not®rl8 flescription of those warrants).
the extent not inconsistent with the guidelineshaf NASD and the rules and regulations of the Sgesirand Exchange Commission,
agreed to pay the representative of the underwiotelbona fide services rendered a commission efguado of the exercise price for e
common stock purchase warrant exercised more tharyear after April 25, 2007 (the effective dateoaf initial public offering) if th
exercise was solicited by the representative. Hitach to soliciting, either orally or in writinghe exercise of the common stock purcl
warrants, the representatigeservices may also include disseminating inforomateither orally or in writing, to warrant holdeabout ou
Company or the market for our securities, and tisgi$n the processing of the exercise of the wasaNo compensation will be paid
the representative upon the exercise of the warifint

» The market price of the underlying shares of comstonk is lower than the exercise pri

The holder of the warrants has not confirmed irtingithat the representative solicited the exert

The warrants are held in a discretionary accc

The warrants are exercised in an unsolicited tietitsg or

The representative has not provided to the holfiehe warrants solicited for exercise, a copy af firospectus with respect to
shares of common stock underlying the warre

There is no compensation due under this agreement.

On June 19, 2007, we entered into a consultingeageat with Derek Dunaway prior to Mr. Dunaway begggrour CEO. Mr. Dunaway’
duties were to assist our officers with our repaytobligations and in our search for a target kegsrto acquire. Pursuant to the consu
agreement, Mr. Dunaway received $10,000 per mdntiu@ing retroactive compensation to May 2, 208} the agreement could h
been terminated by either party on 15 days pridttewr notice to the other party. Under the agredmiénmwe consummated a busin
combination, we were required to (i) pay Mr. Dungv#i 0,000 for each month he performed as a comgufte us and (ii) issue M
Dunaway warrants to purchase 100,000 shares oft@mmon stock, exercisable at $5.00 per share.elbruary 2008 Mr. Dunaw:
became CEO of CTI and ceased being a consultansfdrherefore, we discontinued the $10,000 morgbhsulting payments to him.

Mr. Dunaway is still owed the $10,000 per month dee upon successful completion of a business awatibn. On December 19, 20
we consummated such a business combination wheacgugred CTI (as discussed in Note 2). This ohiigahas been included in Gé
expense for 2008 and is an accrued expense at Decedh, 2008. Mr. Dunaway has declined the warrantstherefore none were iss
to him and no expense has been accrued for them.

STOCKHOLDERS' EQUITY

Preferred Stock

We are authorized to issue 1,000,000 shares oémpeef stock with such designations, voting and rotlgats and preferences as ma
determined from time to time by our Board of Dist No preferred stock was issued or outstandingf ®ecember 31, 2008 or 2007.

Common Stock
We are authorized to issue 50,000,000 shares ofmmmstock. Stockholders are entitled to one voteefrh share held of record on

matters to be voted on by stockholders. Stockhsltiawe no conversion, preemptive or other subsmniptghts and there are no sink
fund or redemption provisions applicable to the ommn stock.
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At December 31, 2007, 1,462,499 (or 19.99%) of #/812,500 common stock shares issued in our irptidlic offering were subject
possible redemption. Holders of common stock thaed against our acquisition of CTI had the rightdemand redemption of th
common stock for a pro rata portion of the cash @agh equivalents held in trust. That pro rataesshabDecember 31, 2007 was estim
to be $7.62 per common share or $11.1 million. Atite December 19, 2008 approval of the Acquisitd&TI, holders of common sto
who voted against the Acquisition were owed $8.68 gommon share, or $7.9 million, of which $6.8limil was paid in 2008 and $:
million was still payable as of December 31, 2008.

Common Stock Purchase Warrants

As of December 31, 2008, we had 7,468,750 commmek giurchase warrants (“warrantgiitstanding, of which 7,062,500 were sold
public offering, 187,500 were sold in a privateqaimment, 100,000 were issued as payment of Acquigiilated costs and 118,750 w
sold to a third party.

Public Offering Warrants

On May 1, 2007 we sold 7,312,500 units in our &hifiublic offering for $58.5 million, or $8.00 penit. Each unit consisted of one st
of our common stock and one common stock purchaseant. Each warrant entitles the holder to pusehane share of common stoc
an exercise price of $5.00 per share. These warmay be exercised now that, among other thingd)ave completed the acquisition ¢
business (which occurred on December 19, 2008)s& earrants expire April 25, 2012 unless earliefeeaned. These warrants
redeemable by us at a price of $0.01 per warraoh (89 days notice, only in the event that the $ad¢s price of the common stock i
least $11.50 per share for any 20 trading daysinvdl80- tradingday period ending on the third business day poatate on which notis
of redemption is given. 225,000 of these warrargsevexercised in December 2008. See Note 25 forrivdtion on exercises in 2009.

Holders of warrants (a) sold in a public offerimydab) included as part of the units underlying dipgion sold (see below) will be able
receive shares upon exercise of the warrants dfilyd current registration statement under theuities Act of 1933 relating to the she
of common stock underlying the warrants is thereaife and a current prospectus is then availablsuoh shares are exempt fi
registration and (ii) such shares are qualifiedsfale or exempt from qualification under the aggllie securities laws of the states in w
the various holders of warrants reside. Such ategion became effective on February 9, 2009.

Private Placement Warrants

On April 25, 2007 we sold 187,500 units in a prévatacement to two current Directors, Yaron Ei@hief Executive Officer at that tirr
and Winston Churchill, Chairman of the Board at tfime, for $1.5 million. Each unit consisted afeoshare of common stock and
common stock purchase warrant. Each warrant edtitie holder to purchase one share of common sitoak exercise price of $5.00
share. These warrants may be exercised now thaawe completed an acquisition of a business (wbadurred on December 19, 20(
These warrants expire April 25, 2012 unless earideemed. These warrants are redeemable by ysrigeaof $0.01 per warrant upon
days notice after the warrant becomes exercisahlg,in the event that the last sales price ofdbmmon stock is at least $11.50 per s
for any 20 trading days within a 30- tradidgy period ending on the third business day poddte on which notice of redemptiol
given. These warrants were exercised in Februad®.20

Warrants Issued for Acquisition-Related Costs

On December 10, 2008, we issued 100,000 commok ptochase warrants as payment for Acquisitielated costs. Each warrant enti
the holder to purchase one share of common stoak ekercise price of $8.00 per share. These warexpire three years from the dat
the Acquisition (December 19, 2011) unless earkeleemed. We estimated, based upon a Biaticles model, that the fair value of
purchase option, on the date of sale is $0.33 lpes(or $33,000 in the aggregate), using an egfdife of 3 years, volatility of 27.14
and a riskfree rate of 1.21%. However, because our commackd@a not have a trading history that was repregame of an operatir
company as of December 10, 2008, the volatilityyagstion was derived using historical data of anofhblic company operating in ¢
industry. We believe the volatility estimate cabteldd from that company is a reasonable benchmartlséoin estimating the expec
volatility of our common stock; however, that esdiied volatility may not necessarily be represeweatif the volatility of the underlyir
securities in the future.
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Warrants Sold to a Third Party

On October 15, 2008, we sold 118,750 common stockhase warrants and 593,750 shares of common &ioekcombined price of $£
million. Each warrant entitles the holder to pursdane share of common stock at an exercise pfi§8.00 per share. These warr:
expire three years from the date of the Acquisifibacember 19, 2011) unless earlier redeemed.

Options

In connection with our initial public offering onp&il 25, 2007, we sold to the representative ofthderwriter an option to purchase u
a total of 731,250 units for $100. Each unit cetssof one share of common stock and one commah purchase warrant. Each war
entitles the holder to purchase one share of comstaek at an exercise price of $5.50 per shareghwiriay be exercised on a cast
basis. This option is exercisable at $8.80 per updn the completion of an acquisition of a bussn@shich occurred on December
2008). This option expires five years from the dzfteur initial public offering (April 25, 2012).

We accounted for this purchase option as a costising capital and have included the instrumeneqsty in the financial statemer
Accordingly, there was no net impact on our finahgiosition or results of operations, except far thcording of the proceeds from
sale. We estimated, based upon a Bl&ackeles model, that the fair value of the purchast®n, on the date of sale is $3.40 per uni
$2.5 million in the aggregate), using an expectieddf 5 years, volatility of 44%, and a risiee rate of 5%. However, because these
did not have a trading history, the volatility asgtion was based on information then available émagement. The volatility estimate \
derived using historical data of public companiasthe proposed industry. We believe the volatiltstimate calculated from the
companies is a reasonable benchmark to use inastgnthe expected volatility of our units; howevtre use of an index to estim
volatility may not necessarily be representativéhefvolatility of the underlying securities.

Accumulated Other Comprehensive Income (Loss)

The ending accumulated balances for each item @uraaglated other comprehensive income and loss aillbws (all amounts
thousands):

Year Ended December 31

(Predecessor
2008 2007 2007
Foreign currency translation adjustme $ are $ — $ 1,24¢
Unrealized gain (loss) on cash flow hedges, nédxads (102) — —
$ (281) $ — $ 1,24¢

Changes in accumulated other comprehensive incameadderivatives and hedging activities are ds¥i (all amounts in thousands):

Balance December 31, 20 $ —
Unrealized losses on interest rate sw (102)
Unrealized losses (gains) reclassified to curreniog earnings —
Balance, December 31, 20 $ (102)

Changes in accumulated other comprehensive incaméadcurrency translation adjustments (all amoimtsousands):

Balance December 31, 20 $ —
Adjustments due to translation of CTSA financialtsments from Euros into U.S. Doll: ave)
Reclassifications to current period earni —
Balance, December 31, 20 $ (179
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19. INCOME TAXES
Income taxes consisted of the following (all amauntthousands) :

Year Ended December 31 Predecesso
For the Period
January 1, 2008 For Year Ended
to December 19 December 31,

2008 2007 2008 2007

Current:

Federal $ — $ 87 $ — $ —

State 5 — — —

Foreign (13 — 84¢ 1,94:
Deferred:

Federal (57E) — 98C (1,349

State 17 — 39C (330)

Foreign — — — —
Provision for (benefit from) income taxes $ (600) $ 87 $ 2,21¢ $ 27C

Deferred income taxes reflect the net tax effeEtemporary differences between the carrying ammohtissets and liabilities for financ
reporting purposes and the amounts used for indampurposes. The principal sources of theseréiffiees include the carrying value
inventories, fixed asset depreciation, debt issostscand certain accruals and reserves for finasti@ement purposes which are
deductible for tax purposes.

Deferred income tax assets and liabilities cortdighhe following (all amounts in thousands):

(Predecessor
December 31, 200: December 31, 200 December 31, 2007
Current Non-current Current Non-current Current Non-current
Deferred tax asset
Federal $ 477 $ 6,73C $ — $ — 8 46 $ 6,73¢
State 11z 1,05¢ — — 10¢ 1,58¢
Foreign — — — — — —
Less: valuation allowanc — (1,068 — — — —
58¢ 6,71¢ — — 574 8,32(
Deferred tax liabilities
Federal (220 (12,93) — — (16) (20,759
State (52 (3,029 — — (5) (2,516
Foreign — — — — — —
(272) (15,95%) — — (21) (13,269
Deferred tax assets (liabilitie $ 317 $ (9,237 $ — $ — $ 55¢ $ (4,949
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Principal components of our net liability represegtdeferred income tax balances are as follows(abunts in thousands):

Year Ended December 31

(Predecessor
2008 2007 2007

Intangible assel $ (15,85¢) $ — $ (12,299
Property, plant and equipme (221) — (97€)
U.S. loss carryforwards and tax crec 4,07( — 7,07¢
Subsidiary dividend incom 2,107 — 64€
Provisions for expenst 75€ — 98¢
Suspended capital loss on sale of subsic 161 — 16C
Interest rate sway 61 — —

$ (8,920) $ — 3 (4,396

Income taxes computed using the federal statutocgme tax rate differ from our effective tax raténarily due to the following (s
amounts in thousands):

Year Ended December 31 Predecesso
For the Period
January 1, 2008 For Year Ended
to December 19 December 31,

2008 2007 2008 2007
Provision for federal income taxes expected at :
statutory rate $ 8 $ 301 $ 1911 % 10C
Increase (reduction) resulting frol
Tax on global activitie (15 — (39) 37¢€
State income taxes, less federal income tax be (19 87 257 (21¢)
Exempt interest incom (35¢) (301) — —
Change in valuation accou (205) — — —
Other — — 86 12
Provision for (benefit from) income taxes $ (600 $ 87 $ 2,21¢ $ 27C

The majority of the deferred tax assets relatecimektic net operating loss carryforwards that expir2025 through 2028. The realiza
of these assets is based on estimates of futuabl@income.

Deferred income taxes on undistributed earningE BBA have not been recognized, since such ear@irgsonsidered to be reinves
indefinitely. If the earnings, which were $4.1 lioih through December 31, 2008, were distributethanform of dividends, they would
subject, in certain cases, to both United Statesnire taxes and foreign withholding taxes. Becatidheoavailability of U.S. foreign t:
credits, it is not practicable to determine the .UeSleral income tax liability that would be payalil such earnings were not reinve:
indefinitely. Deferred taxes are provided for eags of the subsidiary when we plan to remit thasaiags.
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Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Notes to Consolidated Financial Statements (Contired)

20. RESTRUCTURING COSTS

21.

22.

During the period ended December 19, 2008, thed@essor underwent a corporate restructuring pursoavhich the CEO and two Vice-
Presidents left the Company, resulting in a restinimy charge of $1.1 million. The following tatd@mmarizes restructuring cost acti
from December 31, 2007 through December 31, 200&rfeounts in thousands):

Balance on December 31, 2007 (Predece: $ —
Restructuring charge 1,087
Cash payments (830)

Balance on December 19, 2008 assumed at the Atigni 257

Cash payments (28)

Balance on December 31, 20 $ 22€

The $229,000 of accrued and unpaid restructurirggscas of December 31, 2008 is included in acchadilities on the accompanyi
consolidated balance sheet. The $1.1 million ofrueturing charges is included in the Predecessmrsolidated statement of incorag
an other loss for the period ended December 198.200

EMPLOYEE BENEFIT PLANS

The CTI Employee Savings and Retirement Plan (flarf”), is intended to be qualified under Section 401(k}ref Internal Reven
Code. Employees of CTl who have reached the ad® afre eligible for participation on the first sntlate after three months of serv
Entry dates are the first day of January, Aprilyand October. At December 31, 2007, employeeSTfwho had reached the age o
were eligible for participation after completing« shonths of service. Employees may defer receigiogpensation up to the maxim
permitted under the Internal Revenue Code. Matchingributions to the Plan equal (i) 3% of empBy®mpensation plus (i) 50%
between 3% and 5% of employee compensation. Fory&@ ended December 31, 2008, employer matchingribations wer
$7,000. For the period ended December 19, 2008 thadyear ended December 31, 2007, the Predecessmployer matchir
contributions were $184,000 and $145,000, respalgtiv

FAIR VALUE

SFAS 157 (see Note 3) requires disclosure aboutfaowalue is determined for assets and liabditénd establishes a hierarchy for wi
such assets and liabilities must be grouped, basseignificant levels of inputs as follows:

Level 1 Quoted prices in active markets for identical assetiabilities.
Level 2 Quoted prices in active markets for similar assetgbilities and inputs that are observable far &isset or liability
Level 3 Unobservable inputs for the asset or liability,lsas discounted cash flow models or valuati
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23.

Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Notes to Consolidated Financial Statements (Contired)

The determination of where assets and liabilitedlsviithin this hierarchy is based upon the lowlestl of input that is significant to the f
value measurement. As of December 31, 2008, theliatlilities required to be measured at fair vatuea recurring basis were the inte
rate swaps described in Note 15, both of whichnaeasured at fair value using level 3 inputs andgmtad as derivatives on the Decer
31, 2008 consolidated balance sheet. The followaide reflects their activity for the year endedcBaber 31, 2008all amounts i
thousands) :

Interest Rate
Swaps

Balance as of December 31, 2( $ —
Transfers into level 3 from level 1 or leve —
Transfers out of level 3 into level 1 or leve —
Total gains or (losses), realized or unreali:

Included in earning —

Included in comprehensive incor 162
Purchases, issuances and settlement: —

Balance as of December 31, 2008 $ 162

As discussed in the Recent Accounting Pronouncesngattion of Note 3, SFAS 157 is does not applth&ononrecurring fair val
measurements of our nonfinancial assets and liglsilisuch as for intangible assets and goodwiti] danuary 1, 2009.

CONCENTRATIONS

Our business depends significantly on two key custs: the United States Department of Defense (RED”) and the N.A.T.C
Maintenance and Supply Agency (“NAMSAThich accounted for 34% of net revenues for the geded December 31, 2008. These
key customers accounted for 68% and 69% of thedees$or net revenues in the period ended December 1® 200 the year end
December 31, 2007, respectively.

Three customers, including the US DOD, account&%o of net revenues for the year ended Decembe2(B and a different set of th
customers, including the US DOD, account for 55%rofss accounts receivable as of December 31, @0@8o the limited period for sa
between the December 19, 2008 Acquisition of CTd Brecember 31, 2008. The US DOD accounted for 80%e Predecessar'gros
accounts receivable as of December 31, 2007. Wendichave any revenues during the year ended DemeBih 2007 or accoul
receivable at December 31, 2007.

We sell to customers located in the United StafeBroerica and in international markets, includindAMSA. Revenues to custom
outside the United States represent 10% of nenhreagefor the year ended December 31, 2008. Resdrara the Predecesssrcustomel
outside the United States represented 29% of wentes for the period ended December 19, 2008 &%ie f net revenues for the y
ended December 31, 2007.

We maintain cash in several different financiattilmsions in amounts that typically exceed U.S.dly insured limits and in financ
institutions in international jurisdictions wherrgsurance is not provided. We have not experienogdasses in such accounts and bel
we are not exposed to significant credit risk.

24. SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash Paid for Interest and Income Taxegall amounts in thousands) :

Year Ended December 31 Predecessol
For the Period
January 1, 2008 For Year Ended
to December 19 December 31,
2008 2007 2008 2007
Interest $ 624 $ 9 % 4,18¢ $ 5,41¢
Income taxe: $ 31 % — $ 287: $ 1,45¢




Cyalume Technologies Holdings, Inc.
(Formerly Vector Intersect Security Acquisition Corporation)
Notes to Consolidated Financial Statements (Contired)

Non-Cash Investing and Financing Activitiegall amounts in thousands) :

Year Ended December 31 Predecessol
For the Period
January 1, 2008 For Year Ended
to December 19 December 31,

2008 2007 2008 2007
Accrual of deferred underwriting cos $ — 3 2,34C $ — $ —
Change in estimate of deferred underwriting ¢ 272 — — —
Payment of deferred underwriting costs via issuaric
note payabl 1,81¢ — — —
Fair value of warrants issued in conjunction with
Acquisition 33 — — —
Fair value of common stock issued in conjunctiothy
the Acquisition 52,46( — — —
Unpaid capitalized debt issuance cc 154 — — —
Adjustment of property, plant and equipment to
value due to the Acquisitic (2,377 — — —
Adjustment of inventory to fair value due to the
Acquisition 73¢ — — —
Adjustment of intangible assets to fair value duéhe
Acquisition 20,19: — — —

25. SUBSEQUENT EVENTS

During the first quarter of 2009 we paid $1.1 roiflito repurchase 139,850 shares of common stook $tockholders who voted agai
the Acquisition of CTI.

On February 9, 2009, we registered the issuanaharfes of our common stock upon exercise of wagrastied in our May 2007 init
public offering. Between February 10, 2009 and Baby 17, 2009, 3,267,994 of those warrants werecesesl on a cashless basis
1,629,671 common shares.

On March 3, 2009, our Board of Directors adoptezlGalume Technologies Holdings, Inc. 2009 OmnibusuBiges and Incentive Pl
(the “Plan”). The purpose of the Plan is to benefit our stockéa@dby assisting us to attract, retain and prowigentives to ke
management employees and non-employee directomndfnonemployee consultants to, Cyalume Technologies IHgklilnc. and i
subsidiaries, and to align the interests of suclpleyees, non-employee directors and meomployee consultants with those of
stockholders. Accordingly, the Plan provides foe tfranting of Distribution Equivalent Rights, Intiee Stock Options, NoQualifiec
Stock Options, Performance Share Awards, Performalmit Awards, Restricted Stock Awards, Stock Agmton Rights, Tandem Sta
Appreciation Rights, Unrestricted Stock Awards ay &ombination of the foregoing, as may be bededuio the circumstances of
particular employee, director or consultant as jgted herein., Two million shares have been resemrtkr the Plan. On March 3, 2C
the Board of Directors authorized the following 80,000 restricted shares of common stock to eraployee consultants; (i) 114,(
restricted shares of common stock and 200,000ictstroptions to officers and other management; &iigla total of 82,500 options
directors. Subsequent to approval by sharehoktetse 2009 Annual Meeting of Shareholders, we etqefile Form S8 with the SEC t
register the shares under the Plan.




REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON CONSOLIDATED FINANCIAL STATEMENT SCHEDULE

To the Board of Directors and
Stockholders of Cyalume Technologies Holdings, Inc.

We have audited the consolidated financial statésn@ihCyalume Technologies Holdings, Inc. (the “Qamy”) as of December 31, 2008, :
for year then ended, and have issued our reporédhedated March 27, 2009. Such consolidated fiahstatements and report thereon
included in the Company’s Form KJA (Amendment No. 1) filed with Securities and Bange Commission for the year ended Decembi
2008. Our audit also included the consolidatedroial statement schedule for the year ended Dezefiih 2008 of the Company, listec
Item 15. This consolidated financial statement dakeis the responsibility of the Compasyhanagement. Our responsibility is to expre!
opinion on this consolidated financial statementesitile based on our audit. In our opinion, suatsotidated financial statement schec
when considered in relation to the basic consdididinancial statements as of December 31, 2008,fanthe year then ended, taken .
whole, presents fairly, in all material respedtg, information set forth therein.

/s/ CCR LLP
Glastonbury, Connecticut
March 27, 2009
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
ON CONSOLIDATED FINANCIAL STATEMENT SCHEDULE

To the Board of Directors and
Stockholder of Cyalume Technologies, Inc. ands®iiary

We have audited the consolidated financial statésnefiCyalume Technologies, Inc. and Subsidiarg (tGompany”)as of December 3
2007, and for the period from January 1, 2008 toebeber 19, 2008 and the year ended December 31, 206 have issued our report thei
dated March 27, 2009. Such consolidated finantéements and report thereon are included in thredu@iye Technologies Holdings, Inc. Fc
10K/A (Amendment No. 1) filed with the Securities aBkchange Commission for the year ended Decembel@18. Our audits al
included the consolidated financial statement soleefbr the period from January 1, 2008 to Decenil®r2008 and the year ended Decel
31, 2007 of the Company, listed in Item 15. Thinsolidated financial statement schedule is theamesbility of the Company’
management. Our responsibility is to express ani@p on this consolidated financial statement dcihe based on our audits. In our opin
such consolidated financial statement schedule nvdoasidered in relation to the basic consoliddiegncial statements as of December
2008 and December 31, 2007, and for the period ffanuary 1, 2008 to December 19, 2008 and thegreled December 31, 2007, taken
whole, presents fairly, in all material respedtg, information set forth therein.

/s/ CCR LLP
Glastonbury, Connecticut
March 27, 2009
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(Formerly Vector Intersect Security Acquisition Corporation)

Cyalume Technologies Holdings, Inc.

Consolidated Financial Statement Schedule

Schedule Il — Valuation and Qualifying Accounts

Additions
Balance at Charged to Charged to
Beginning of costs and  other accounts Deductions Balance at

Description Period expense: (Describe) (Describe) End of Period
Year ended December 31, 20C
Allowance for Doubtful Account $ — $ 62 $ 45 1) $ 68) @2 $ 452
Deferred Tax Asset Valuation Allowan — — 1,06¢ (1) — 1,06¢
Year ended December 31, 20C
Allowance for Doubtful Account — — — — —
Deferred Tax Asset Valuation Allowan — — — — —
(1) Acquired as part of the acquisition of Cyalume Tresibgies, Inc.
(2) Write-offs and currency translation.
For the Predecessor:

Additions
Balance at Charged to Charged to
Beginning of costs and  other accounts Deductions Balance at

Description Period expenses (Describe) (Describe) End of Period
Period ended December 19, 20(
Allowance for Doubtful Account $ 59€ $ (26) $ — $ 1129 $ 45¢
Deferred Tax Asset Valuation Allowan — 1,06¢ — — 1,06¢
Year ended December 31, 20C
Allowance for Doubtful Account 64€ (76) 26 (2) — 59¢€

Deferred Tax Asset Valuation Allowan
(1) Write-offs and currency translation.

(2) Currency translation.
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Exhibit 21.1

Subsidiaries of the Registrant

Name of Subsidiar Place of Incorporatio
Cyalume Technologies, In Delaware, U.S./
Cyalume Technologies, S.. France




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémdke Registration Statement of Cyalume Techrielgloldings, Inc. in the Po&ffective
Amendment No. 1 of Form S-3 (No. 333-12764 4), of meport dated March 272009, relating to the consolidated financial estagnts ¢
Cyalume Technologies Holdings, Inc. as of Decen®ier2008 and for the year then ended and of owrtelated March 27 2009 relating t
the consolidated financial statements of Cyalumehmelogies, Inc. and Subsidiary as of Decembef8@y and for the period January 1, 2

to December 19, 2008 and the year ended Decemb@0BT appearing in the Annual Report on Form 1&KAmendment No. 1jor the yea
ended December 31, 2008.

We also consent to the reference to us under theifg “Experts” in such Registration Statement.

/s/ CCR LLP
Glastonbury, Connecticut
April 16, 2009




Exhibit 23.2
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by referémtee Registration Statement of Cyalume Techniekgloldings, Inc. (formerly Vector
Intersect Security Corp.) (a corporation in theelepment stage) in the Post-Effective AmendmentiNd.Form S3 (No. 333-127644), of our
report dated April 10, 2008, on our audit of theaficial statements of Cyalume Technologies Holdihgs (formerly Vector Intersect Security
Corp.) (a corporation in the development stage)fddecember 31, 2007, for the year ended Decembe2@®7 and for the period from July

2005 (inception) through December 31, 2007 appganithe Annual Report on Form 10-K/A (Amendment.N for the year ended December
31, 2008.

We also consent to the reference to us under thdimg "Experts" in such Registration Statement.

s/ Miller, Ellin & Company, LLP
CERTIFIED PUBLIC ACCOUNTANTS

New York, New York
April 17, 2009




Exhibit 31.1

CERTIFICATION

I, Derek Dunaway, certify that:

1. | have reviewed this Amendment to tAnnual Report on Form -K /A of Cyalume Technologies Holdings, In

2. Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistade a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nigadisg with respect to the per
covered by this repor

3 Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4. The registrant's other certifying officer(s) anérke responsible for establishing and maintainirggldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial reéipg; or caused such internal control over finahoigporting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in ataoce with generally accepted accounting princijj

Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimgport our conclusions ab
the effectiveness of the disclosure controls armtquiures, as of the end of the period covered lsyrdport based on st
evaluation; ant

Disclosed in this report any change in the regigisanternal control over financial reporting tloatcurred during the registral
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repodj ttas materially affected, ol
reasonably likely to materially affect, the registt's internal control over financial reportingp:

5. The registrant's other certifying officer(s) andidve disclosed, based on our most recent evaluafianternal control over financi
reporting, to the registrant's auditors and theitacmnmittee of the registrant's board of direct(ws persons performing the equiva
functions):

(@)

All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and itefieincial information; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdatin the registran
internal control over financial reportin
Date: April 16, 200¢ /s/ DEREK DUNAWAY

Derek Dunaway, Chief Executive Offic




Exhibit 31.2

CERTIFICATION

[, Michael Bielonko, certify that:

1.

2.

I have reviewed this Amendment to 1Annual Report on Form -K /A of Cyalume Technologies Holdings, In

Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistade a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, nigadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

The registrant's other certifying officer(s) andurke responsible for establishing and maintainiregldsure controls and procedures
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repogtifas defined in Exchange /
Rules 13-15(f) and 15-15(f)) for the registrant and hav

(@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidatubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial reéipg; or caused such internal control over finahoigporting to be design
under our supervision, to provide reasonable asseraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in ataoce with generally accepted accounting princijj

Evaluated the effectiveness of the registrant'slaisire controls and procedures and presentedsimgport our conclusions ab
the effectiveness of the disclosure controls armtquiures, as of the end of the period covered lsyrdport based on st
evaluation; ant

Disclosed in this report any change in the regigisanternal control over financial reporting tloatcurred during the registral
most recent fiscal quarter (the registrant's fodigbal quarter in the case of an annual repodj ttas materially affected, ol
reasonably likely to materially affect, the registt's internal control over financial reportingp:

5. The registrant's other certifying officer(s) andidve disclosed, based on our most recent evaluafianternal control over financi
reporting, to the registrant's auditors and theitacmnmittee of the registrant's board of direct(ws persons performing the equiva
functions):

(@)

All significant deficiencies and material weaknessethe design or operation of internal contradiofinancial reporting which a
reasonably likely to adversely affect the regidteaability to record, process, summarize and itefieincial information; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a significdetin the registran
internal control over financial reportin
Date: April 16, 2009 /s/ MICHAEL BIELONKO

Michael Bielonko, Chief Financial Office




Exhibit 32.1

CERTIFICATION

Each of the undersigned officers of Cyalume Teobgies Holdings, Inc. (the "Company") hereby cestifithat, to his knowledge, -
Company's Amendment to the Annual Report on ForrK 1A to which this certification is attached (the '[Ret"), as filed with the Securiti
and Exchange Commission on the date hereof, fuipglies with the requirements of Section 13(a) ®fd}, as applicable, of the Securi
Exchange Act of 1934, as amended (the "Exchang®),Aand that the information contained in the Regairly presents, in all mater
respects, the financial condition and results arapons of the Company.

Date: April 16, 200¢ /s/ DEREK DUNAWAY

Derek Dunaway, Chief Executive Offic
(the Principal Executive Office

Date: April 16, 200¢ /s/ MICHAEL BIELONKO

Michael Bielonko, Chief Financial Office
(the Principal Financial Officel

This certification is being furnished and not fileahd shall not be incorporated into any documentahy purpose, under the Secur
Exchange Act of 1934 or the Securities Act




