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PART I—FINANCIAL INFORMATION  
 
The statements contained in this quarterly report on Form 10-Q, including under the section titled "Management's Discussion and Analysis of 
Financial Condition and Results of Operations" and other sections of this quarterly report, include forward-looking statements within the 
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, 
including, without limitation, statements regarding our or our management's expectations, hopes, beliefs, intentions or strategies regarding the 
future. The words "believe," "may," "will," "estimate," "continue," "anticipate," "intend," "expect," "plan" and similar expressions may identify 
forward-looking statements, but the absence of these words does not mean that a statement is not forward-looking. The forward-looking 
statements contained in this quarterly report are based on our current expectations and beliefs concerning future developments and their 
potential effects on us. There can be no assurance that future developments affecting us will be those that we have anticipated. These forward-
looking statements involve a number of risks, uncertainties (some of which are beyond our control) or other assumptions that may cause actual 
results or performance to be materially different from those expressed or implied by these forward-looking statements. Should one or more of 
these risks or uncertainties materialize, or should any of our assumptions prove incorrect, actual results may vary in material respects from 
those projected in these forward-looking statements. We undertake no obligation to update or revise any forward-looking statements, whether as 
a result of new information, future events or otherwise, except as may be required under applicable securities laws. Unless the content otherwise 
requires, all references to "we", "us", the “Company" or “Cyalume" in this Quarterly Report on Form 10-Q refers to Cyalume Technologies 
Holdings, Inc.  
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Cyalume Technologies Holdings, Inc.  

Condensed Consolidated Statements of Operations  
(in thousands, except shares and per share information)  

(Unaudited)  
   

   
The accompanying notes are an integral part of these condensed consolidated financial statements.  

 

  

ITEM 1.  Financial Statements  

                      Predecessor    
      For  the Three       For the Three       For the Three   
      Months Ended       Months Ended       Months Ended   
      March 31,        March 31,        March 31,    
      2009        2008        2008    
Revenues    $ 6,624     $ —    $ 10,116   
Cost of goods sold      3,861       —      5,017   
Gross profit      2,763       —      5,099   
                          
Other expenses (income):                          

Sales and marketing      785       —      932   
General and administrative      1,225       256       1,246   
Research and development      393       —      365   
Interest expense (income), net      627       (364 )      1,319   
Interest expense – related party      14       2       —  
Amortization of intangible assets      995       —      653   
Other loss (income), net      44       —      (995 ) 

Total other expenses (income)      4,083       (106 )      3,520   
                          
Income (loss) before income taxes      (1,320 )     106       1,579   
Provision for (benefit from) income taxes      (547 )     (105 )      597   
Net income (loss)    $ (773 )   $ 211     $ 982   

                          
Net income (loss) per common share:                          

Basic    $ (0.05 )   $ 0.02           
Diluted    $ (0.05 )   $ 0.02           

                          
Weighted average shares used to compute net income (loss) per common share:                          

Basic      14,564,234       9,375,000           
Diluted      14,564,234       11,861,296           
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Cyalume Technologies Holdings, Inc.  

  Condensed   Consolidated Balance Sheets  
(in thousands, except shares and per share information)  

 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.  

 

  

    March 31,          

    
2009  

(unaudited)      
December 31, 

2008    
Assets              
Current assets:              

Cash    $ 1,203     $ 3,952   
Accounts receivable, net of allowance for doubtful accounts of $217 and $452 at March 31, 2009 and 
December 31, 2008, respectively      3,346       3,508   
Inventories, net      11,350       11,447   
Income taxes refundable      747       701   
Deferred income taxes      280       317   
Prepaid expenses and other current assets      357       195   

Total current assets      17,283       20,120   
                  

Property, plant and equipment, net      7,737       7,882   
Goodwill      60,764       60,896   
Other intangible assets, net      48,293       49,426   
Other noncurrent assets      165       188   

Total assets    $ 134,242     $ 138,512   

                  
Liabilities and Stockholders’  Equity                  
Current liabilities:                  

Lines of credit    $ 3,300     $ 3,500   
Current portion of notes payable      3,993       3,621   
Accounts payable      2,884       3,230   
Accrued expenses and other current liabilities      2,974       2,550   
Common stock subject to mandatory redemption      —      1,123   
Notes payable and advance due to related parties      64       64   
Income tax payable      7       5   

Total current liabilities      13,222       14,093   
                  

Notes payable, net of current portion      24,631       25,581   
Notes payable due to related parties, net of current portion      1,017       1,000   
Deferred income taxes      8,550       9,237   
Derivatives      184       163   
Asset retirement obligation, net of current portion      130       128   

Total liabilities      47,734       50,202   
                    
Commitments and contingencies      —      —  
                  
Stockholders' equity:                  

Preferred stock, $0.001 par value; 1,000,000 shares authorized, no shares issued or outstanding      —      —  
Common stock, $0.001 par value; 50,000,000 authorized; 15,321,775 and 13,719,035 issued and 
outstanding at March 31, 2009 and December 31, 2008, respectively      15       14   
Additional paid-in capital      87,111       87,348   
Retained earnings      456       1,229   
Accumulated other comprehensive loss      (1,074 )     (281 ) 

Total stockholders’  equity      86,508       88,310   
Total liabilities and stockholders' equity    $ 134,242     $ 138,512   
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Cyalume Technologies Holdings, Inc.  

Condensed Consolidated Statements of Changes in Stockholders' Equity and Comprehensive Loss  
(in thousands, except shares)  

(Unaudited)  
 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.  

 

  

    Common Stock            Retained      Accumulated                

    
Number  
of Shares      Amount      

Additional  
Paid-In  
Capital      

Earnings  
(Accumulated  

Deficit)      

Other  
Comprehensive 

Loss      

Total  
Stockholders’  

Equity      
Comprehensive 

Loss    
Balance at December 31, 2008      13,719,035     $ 14     $ 87,348     $ 1,229     $ (281 )   $ 88,310     $ —  
Exercise of warrants      5,500       —      27       —      —      27       —  
Exercise of warrants - cashless      1,630,143       1       (1 )     —      —      —      —  
Common stock repurchased      (32,903 )     —      (263 )     —      —      (263 )     —  
Foreign currency translation adjustments      —      —      —      —      (780 )     (780 )     (780 ) 
Unrealized loss on cash flow hedges, net 
of taxes of $8      —      —      —      —      (13 )     (13 )     (13 ) 
Net loss      —      —      —      (773 )     —      (773 )     (773 )  
Comprehensive loss      —      —      —      —      —      —    $ (1,566 ) 
Balance at March 31, 2009      15,321,775     $ 15     $ 87,111     $ 456     $ (1,074 )   $ 86,508           
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Cyalume Technologies Holdings, Inc.  

 Condensed Consolidated Statements of Cash Flows  
(in thousands, except shares)  

(Unaudited)  
 

 
The accompanying notes are an integral part of these condensed consolidated financial statements.  

 

  

            Predecessor    
  For the Three    For the Three      For the Three    
  Months Ended    Months Ended      Months Ended    
  March 31,    March 31,      March 31,    
  2009    2008      2008    
Cash flows from operating activities:                      

Net income (loss)  $ (773 ) $ 211     $ 982   
Adjustments to reconcile net income (loss) to net cash  
provided by (used in) operating activities:              

  
      

Depreciation of property, plant and equipment    158     —      199   
Amortization    1,312     —      734   
Provision for deferred income taxes    (642 )   —      269   
Other non-cash expenses    127     —      302   
Changes in operating assets and liabilities:                      

Accounts receivable    83     —      315   
Inventories    (331 )   —      (1,475 ) 
Prepaid expenses and other current assets    (166 )   27       (164 ) 
Accounts payable and accrued liabilities    (137 )   (77 )      861   
Income taxes payable, net    (88 )   (85 )      103   
Accrued interest on notes payable to stockholders    (1 )   12       —  

Net cash provided by (used in) operating activities    (458 )   88       2,126   
                      
Cash flows from investing activities:                      

Payments to trust account    —    (90 )      —  
Purchases of long-lived assets    (111 )   —      (576 ) 

Net cash used in investing activities    (111 )   (90 )      (576 ) 
                      
Cash flows from financing activities:                      

Repayment of advances from and notes payable to related parties    —    (100 )      —  
Payments for common stock subject to redemption    (1,123 )   —      —  
Net repayment of line of credit    (200 )   —      —  
Payments of Predecessor notes payable    —    —      (25 ) 
Repayment of long-term notes payable    (658 )   —      —  
Payments to reacquire and retire common stock    (263 )   —      —  
Refund of debt issue costs    10     —      —  
Proceeds from exercises of warrants    27     —      —  

Net cash used in financing activities    (2,207 )   (100 )      (25 ) 
                      
Effect of exchange rate changes on cash    27     —      285   
Net increase (decrease) in cash and cash equivalents    (2,749 )   (102 )      1,810   
Cash, beginning of period    3,952     570       5,743   
Cash, end of period  $ 1,203   $ 468     $ 7,553   
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Cyalume Technologies Holdings, Inc.  

Notes to Condensed Consolidated Financial Statements  
 

   
We have prepared the accompanying unaudited interim condensed consolidated financial statements in accordance with accounting 
principles generally accepted in the United States of America for interim financial information and the instructions to Form 10-Q and Rule 
10-01 of Regulation S-X. Accordingly, these interim condensed consolidated financial statements do not include all of the information and 
footnotes required by accounting principles generally accepted in the United States of America for complete financial statements.  All 
significant intercompany accounts and transactions have been eliminated in consolidation.  

 
We believe all adjustments (consisting of normal, recurring adjustments) considered necessary for a fair presentation have been included in 
these interim condensed consolidated financial statements. Operating results for the three-month periods presented are not necessarily 
indicative of the results that may be expected for any other interim period or for the full year. The consolidated balance sheet at December 
31, 2008 has been derived from the audited consolidated financial statements at that date. We suggest that these unaudited interim 
condensed consolidated financial statements be read in conjunction with the consolidated financial statements and footnotes thereto in our 
Annual Report on Form 10-K/A for the year ended December 31, 2008.   

   
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the period.  

   
Certain amounts in prior periods have been reclassified to conform to the 2009 presentation. These reclassifications had no effect on 
operating results as previously reported.  

 

 
Before December 19, 2008, we conducted business under the name Vector Intersect Security Acquisition Corporation (‘‘Vector’’). Vector 
was a blank check development stage company, as it had no business. Its objective was to acquire through merger, capital stock exchange, 
asset acquisition or otherwise one or more businesses in the homeland security, national security and/or command and control industries.  

 
On December 19, 2008, Vector acquired all of the outstanding ownership units of Cyalume Technologies, Inc (“CTI”) from GMS 
Acquisition Partners Holdings, LLC (“GMS”) (the “Acquisition”). GMS was the sole stockholder in CTI, which has a wholly-owned 
subsidiary (Cyalume Technologies, S.A. or “CTSA”). At the Acquisition date, Vector changed its name to Cyalume Technologies Holdings, 
Inc. (“Cyalume”). In these interim condensed consolidated financial statements and footnotes, Cyalume’s operating results include the 
operations of the former Vector for 2008 and CTI’s operations after the Acquisition date. CTI’s operations prior to the Acquisition date are 
presented as Predecessor.  

 
CTI manufactures and sells chemiluminescent products and reflective and photoluminescent materials to military, commercial and public 
safety markets. CTSA is geographically located in France and represents us in certain international markets, primarily Europe and Asia.  

 

 
In December 2007, the FASB issued SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements – an amendment of ARB 
No. 51 (“SFAS No. 160”). SFAS No. 160 is effective for fiscal years, and interim periods within those fiscal years, beginning on or after 
December 15, 2008. The objective of SFAS No. 160 is to improve the relevance, comparability and transparency of the financial 
information that a reporting entity provides in its consolidated financial statements. The adoption of SFAS No. 160 on January 1, 2009 did 
not have an impact on our condensed consolidated financial statements.  

 
In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities – an amendment of FASB 
Statement No. 133 . (“SFAS No. 161”). SFAS No. 161 requires enhanced disclosures about an entity’s derivative instruments and hedging 
activities with a view toward improving the transparency of financial reporting and is effective for financial statements issued for fiscal 
years and interim periods beginning after November 15, 2008, with early application encouraged. SFAS No. 161 encourages, but does not 
require, comparative disclosures for earlier periods at initial adoption. The adoption of SFAS No. 161 on January 1, 2009 resulted in 
additional disclosures in our condensed consolidated financial statements.  

 

  

1.  BASIS OF PRESENTATION  

2.  BACKGROUND AND DESCRIPTION OF BUSINESS  

3.  NEW ACCOUNTING PRONOUNCEMENTS  
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Cyalume Technologies Holdings, Inc.  

Notes to Condensed Consolidated Financial Statements  
   

Effective January 1, 2009, we adopted Statement of Financial Accounting Standard No. 157, Fair Value Measurements , (“SFAS No. 157”), 
for our nonfinancial assets and liabilities that are measured at fair value on a non-recurring basis.  Previous to January 1, 2009, SFAS No. 
157 did not apply to such assets and liabilities. The adoption of SFAS No. 157 on January 1, 2009 for such assets and liabilities did not have 
an impact on our condensed consolidated financial statements.  

 

 
Inventories consist of the following (all amounts in thousands):  

 

 
The derivative liabilities as of March 31, 2009 in our condensed consolidated balance sheet consist of the following (all amounts in 
thousands):  

 

 
Neither we nor the Predecessor held any derivative instruments before the Acquisition and, other than the derivatives listed above, have not 
held any other types of derivative instruments.  

 
Interest Rate Swaps  

 
Simultaneous with the Acquisition, we entered into two pay-fixed, receive-variable interest rate swaps to reduce exposure to changes in cash 
payments caused by changes in interest rates on certain senior long-term notes payable that were also entered into on the date of the 
Acquisition. Both relationships are designated as cash flow hedges and meet the criteria for the shortcut method for assessing hedge 
effectiveness; therefore, the hedge is assumed to be 100% effective and all changes in the fair value of the interest rate swaps are recorded in 
consolidated accumulated other comprehensive loss. These changes in fair value must be reclassified in whole or in part from consolidated 
accumulated other comprehensive loss into earnings if, and when, a comparison of the swaps and the related hedged cash flows 
demonstrates that the shortcut method is no longer applicable. We expect these hedges to meet the criteria of the shortcut method for the 
duration of the hedging relationship and therefore we do not expect to reclassify any portion of these unrealized losses from consolidated 
accumulated other comprehensive loss to earnings in the future.  

 
The fair values of the swaps were determined by discounting the estimated cash flows to be received and paid due to the swaps over the 
swaps’ contractual lives using an estimated risk-free interest rate for each swap settlement date.  

 
Currency Forward Contracts  

 
CTSA’s functional currency is the Euro. Periodically, CTSA purchases inventory from CTI, which requires repayment in U.S. dollars. 
Beginning in 2009 and only under certain circumstances, we use currency forward contracts to mitigate CTSA’s exposure to changes in the 
Euro-to-U.S.-dollar exchange rate upon CTSA’s payment to CTI for these inventory purchases.  Such currency forward contracts typically 
have durations of less than six months. We report these currency forward contracts at their fair value. This relationship has not been 
designated as a hedge and therefore all changes in these currency forward contracts’ fair value are recorded in other loss (income) on our 
condensed consolidated statement of operations. At March 31, 2009, we hold only one such currency forward contract. The fair value of this 
contract was determined by taking the difference between (a) the U.S. dollar amount due on the contract at maturity and (b) the present 
value of estimated cash flows developed using, among other data, expectations of future currency exchange rates over the remaining term of 
the contract discounted at an estimated risk-free interest rate.  

 

  

4.  INVENTORIES  

    
March 31,  

2009      
December 31, 

2008    
Raw materials    $ 5,548     $ 5,822   
Work-in-process      3,695       3,484   
Finished goods      2,107       2,141   
    $ 11,350     $ 11,447   

5.  DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES  

Derivative Instrument    Balance Sheet Location    Fair Value    
Interest rate swaps    Derivatives (noncurrent liabilities)    $ (184 ) 
Currency forward contract    Accrued expenses and other current liabilities (current liabilities)      (3 ) 
        $ (187 ) 
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Cyalume Technologies Holdings, Inc.  

Notes to Condensed Consolidated Financial Statements  
   

Effect of Derivatives on Statement of Operations  
 

The effect of derivative instruments (a) designated as cash flow hedges and (b) not designated as hedging instruments on our condensed 
consolidated statement of operations for the three months ended March 31, 2009 was as follows (all amounts in thousands):  

 

 

 
On March 3, 2009, our Board of Directors adopted the Cyalume Technologies Holdings, Inc. 2009 Omnibus Securities and Incentive Plan 
(the “Plan”). The purpose of the Plan is to benefit our stockholders by assisting us to attract, retain and provide incentives to key 
management employees and non-employee directors of, and non-employee consultants to, Cyalume Technologies Holdings, Inc. and its 
subsidiaries, and to align the interests of such employees, non-employee directors and non-employee consultants with those of our 
stockholders. Accordingly, the Plan provides for the granting of Distribution Equivalent Rights, Incentive Stock Options, Non-Qualified 
Stock Options, Performance Share Awards, Performance Unit Awards, Restricted Stock Awards, Stock Appreciation Rights, Tandem Stock 
Appreciation Rights, Unrestricted Stock Awards or any combination of the foregoing, as may be best suited to the circumstances of the 
particular employee, director or consultant as provided herein. Two million shares have been reserved under the Plan.  
 
Also on March 3, 2009, the Board of Directors authorized the following (i) 75,000 restricted shares of common stock to non-employee 
consultants; (ii) 133,333 restricted shares of common stock and 200,000 restricted options to our executive officers and other management; 
and, (iii) a total of 82,500 options to directors.  Although the Plan has not been approved by shareholders as of March 31, 2009, we believe 
it is probable that the Plan will be approved by shareholders at the 2009 Annual Meeting of Shareholders and therefore we have estimated 
liabilities for these future award issuances where appropriate. Subsequent to approval by shareholders at the 2009 Annual Meeting of 
Shareholders, we expect to file Form S-8 with the SEC to register the shares under the Plan. Details on these awards are as follows:  

 

 

 

 

  

    Gain (Loss)     Gain (Loss)      Gain (Loss)    
    In AOCI  (1)     Reclassified  (2)     in Earnings  (3)   
Derivatives in cash flow hedging relationships:                    

Interest rate swaps    $ (13 )   $ —    $ —  
                          
Derivatives not designated as hedging instruments:                          

Forward currency contracts    $ —    $ —    $ (3 ) 

   (1)  Amount recognized in accumulated other comprehensive loss (AOCI) (effective portion and net of taxes) during the three months ended 
March 31, 2009.  

   (2)  Amount of gain (loss) originally recorded in AOCI but reclassified from AOCI into earnings during the three months ended March 31, 
2009.  

   (3)  Amount of gain (loss) recognized in earnings on the derivative (ineffective portion and amount excluded from effectiveness testing) 
reported in other loss (income) on the condensed consolidated statement of operations for the three months ended March 31, 2009.  

6.  SHARE-BASED AWARDS  

   •  The 75,000 restricted shares to non-employee consultants (including 45,000 earned by our current Chief Executive Officer as a 
consultant to the Company prior to becoming an employee) are to be issued as payment for services rendered in conjunction with 
the Acquisition. The fair value of this liability was determined to be $225,000 using the quoted market price of the common stock 
on March 3, 2009 of $3. This is recorded as an increase to goodwill related to the Acquisition on the accompanying condensed 
consolidated balance sheet as of March 31, 2009. These restricted shares will vest over a 3-year period with no provision requiring 
continued employment or service to the Company.  

   •  The 114,333 restricted shares to officers and other management are (i) compensation for their services in 2009, (ii) earned based on 
meeting board-determined performance goals and (iii) require continued employment over the 3-year vesting period. The fair value 
of the liability was determined to be $172,000 using the quoted market price of the common stock on March 3, 2009 of $3 and 
applying appropriate estimated forfeiture rates.  

   •  The 9,000 common shares to our executive officers and other management  are (i) compensation for their services during 2008, (ii) 
were earned based on meeting board-determined goals and (iii) require continued employment over the 3-year vesting period. The 
fair value of the liability was determined to be $27,000, using the quoted market price of the common stock on March 3, 2009 of 
$3.  
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Cyalume Technologies Holdings, Inc.  

Notes to Condensed Consolidated Financial Statements  
   

 

   

   
Because our common stock did not have a trading history that was representative of an operating company as of March 3, 2009, the 
expected volatility assumption was derived using historical data of another public company operating in our industry. We believe 
the volatility estimate calculated from that company is a reasonable benchmark to use in estimating the expected volatility of our 
common stock; however, that estimated volatility may not necessarily be representative of the volatility of the underlying securities 
in the future.  
   

   

 
During three months ended March 31, 2008, the Predecessor underwent a corporate restructuring pursuant to which the CEO and two Vice-
Presidents left CTI, resulting in a restructuring charge of $1.1 million.  The following table summarizes restructuring cost activity from 
December 31, 2008 through March 31, 2009 (all amounts in thousands):  

 

 
The $63,000 of accrued and unpaid restructuring costs as of March 31, 2009 is included in accrued expenses and other current liabilities on 
the accompanying condensed consolidated balance sheet. The $1.1 million of restructuring charges is included in the Predecessor’s 
condensed consolidated statement of operations as an other loss for the three months ended March 31, 2008.  

 

 
For the three months ended March 31, 2009 and for the Predecessor’s three months ended March 31, 2008, effective tax rates of 41% and 
38%, respectively, differed from the statutory rate of 34% due to state and foreign taxes. For the three months ended March 31, 2008, the 
effective tax rate of (99)% differed from the statutory rate of 34% due to tax-exempt interest income, state taxes and an increase in the 
valuation allowance on deferred income tax assets.  

 

 
We account for and disclose net income (loss) per common share in accordance with SFAS No. 128, Earnings per Share . Basic net income 
(loss) per common share is computed by dividing net income (loss) by the weighted average number of common shares outstanding. Diluted 
net income (loss) per common share is computed by dividing net income (loss) by the weighted average number of common shares and 
dilutive potential common share equivalents then outstanding. Potential common shares consist of shares issuable upon the exercise of 
warrants (using the treasury stock method).  

 

  

   •  Remaining restricted shares totaling 10,000 have been reserved for future awards.  

   •  The 200,000 restricted options to our Chief Executive Officer are (i) compensation for his services in 2009, (ii) earned based on 
meeting board-determined performance goals and (iii) require continued employment over the 3-year vesting period The 82,500 
options to Directors  are compensation for their services as directors that will vest immediately. The fair value of the liability for 
the probable future issuance of these options of $386,000 was determined using the Black-Scholes pricing model. The following 
assumptions were used in valuing the liability for the future issuance of these options:  

Risk-free interest rate          2.93 % 
Expected term        10 years   
Expected volatility          34.11 % 
Expected forfeitures for options to our chief executive officer      50 % 
Expected forfeitures for options to our directors      0 % 
Dividend yield          0 % 

   •  Total expense related to these awards of $36,000 was recorded in the three months ended March 31, 2009.  

7.  RESTRUCTURING COSTS  

Balance on December 31, 2008    $ 229   
Cash payments      (166 ) 

Balance on March 31, 2009    $ 63   

8.  INCOME TAXES  

9.  NET INCOME (LOSS) PER COMMON SHARE  
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Cyalume Technologies Holdings, Inc.  

Notes to Condensed Consolidated Financial Statements  
 

 

 
The following common shares issuable upon exercise of convertible securities were excluded from the calculation of diluted net income 
(loss) per common share because their effect was antidilutive for each of the periods presented:  
   

 

 
Legal  

 
We do not expect that the various legal proceedings we are involved in, including those discussed in the following paragraph, will have a 
material adverse effect on our future financial position, operating results, or cash flows.  

 
As discussed in Note 2, we acquired CTI on December 19, 2008. As part of the Acquisition, we acquired CTI’s exposure to litigation that 
existed at the acquisition date. On January 23, 2006, GMS acquired all of the outstanding capital stock of Omniglow Corporation (the 
“Transaction”) and changed the name of the company to Cyalume Technologies, Inc. (CTI). Prior to, or substantially simultaneously with, 
the Transaction, CTI sold certain assets and liabilities related to Omniglow Corporation’s novelty and retail business to certain former 
Omniglow Corporation stockholders and management (the “Omniglow Buyers”).  This was done because CTI sought to retain only the 
Omniglow Corporation assets and current liabilities associated with its government, military and safety business. During 2006, CTI and the 
Omniglow Buyers commenced litigation and arbitration proceedings against one another. Claims include breaches of a lease and breaches of 
various other agreements between CTI and the Omniglow Buyers.  The Omniglow Buyers seek compensatory damages of $1.4 million, to 
be trebled, and recovery of costs and legal fees. We have filed for damages of $368,000 against the Omniglow Buyers.  We continue to 
rigorously defend our position on these matters, as we believe the Omniglow Buyers’ claims to be without merit.  

 
During 2006, CTI and the former stockholders of Omniglow (“Sellers”) commenced arbitration proceedings against one another that are 
separate and distinct from those discussed in the previous paragraph. These arbitration proceedings included claims with respect to certain 
representations, warranties, contracts, covenants and other agreements in connection with the Transaction and a number of other unrelated 
items.  In January 2008, CTI reached settlement with the Sellers on all matters, which resulted in CTI receiving $3.0 million in cash. The 
terms of the settlement, which was reached to minimize the parties' risk, time and cost of further litigation, gave no explicit consideration as 
to whether the disputes being resolved arose in the purchase process or pursuant to subsequent events. As a result, CTI followed the 
guidance in SFAS No. 141, Business Combinations and SFAS No. 16, Prior Period Adjustments and reflected the settlement as a gain in 
2008, rather than an adjustment to the purchase price. The net gain of $2.8 million is included in other income on the accompanying 
condensed consolidated financial statements of the Predecessor for the 3 months ended March 31, 2008.  

 

  

    Three Months Ended March 31,    
    2009    2008    
Basic:                

Net income (loss) (in thousands)    $ (773 )   $ 211   
Weighted average shares      14,564,234     9,375,000   
Basic income (loss) per common share    $ (0.05 )   $ 0.02   

Diluted:                
Net income (loss) (in thousands)    $ (773 )   $ 211   
Weighted average shares      14,564,234     9,375,000   
Effect of dilutive warrants      —(1)    2,486,296   
Weighted average shares, as adjusted      14,564,234     11,861,296   
Diluted income (loss) per common share    $ (0.05 )  $ 0.02   

   (1)  Since we experienced a loss during the three months ended March 31, 2009, common shares issuable upon exercise of convertible 
securities were excluded from the loss per share calculation because the effect would be antidilutive.  

    Three Months Ended March 31,    
    2009    2008    
Public Offering Warrants      4,001,506   —   
Warrants Issued for Acquisition-Related Costs      100,000   —   
Other Warrants Sold      118,750   —   
Options      1,462,500   1,462,500   

10.  COMMITMENTS AND CONTINGENCIES  

  
12 



   
Cyalume Technologies Holdings, Inc.  

Notes to Condensed Consolidated Financial Statements  
 

 
Effective January 1, 2008, we adopted SFAS No. 157, which establishes a framework for measuring fair value and requires enhanced 
disclosures about fair value measurements.  SFAS No. 157 clarifies that fair value is an exit price, representing the amount that would be 
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants. SFAS No. 157 also requires 
disclosure about how fair value is determined for assets and liabilities and establishes a hierarchy for which these assets and liabilities must 
be grouped, based on significant levels of inputs as follows:  

 

 

 

 
The determination of where assets and liabilities fall within this hierarchy is based upon the lowest level of input that is significant to the fair 
value measurement. As of March 31, 2009, the only liabilities required to be measured at fair value on a recurring basis were the interest 
rate swaps and currency forward contracts described in Note 5, all of which are measured at fair value using Level 3 inputs. The following 
table reflects their activity for the three months ended March 31, 2009 (all amounts in thousands):  

 

 
Cash Paid for Interest and Income Taxes (all amounts in thousands):  
   

 
Non-Cash Investing and Financing Activities (all amounts in thousands):  
   

 

  

11.  FAIR VALUE  

Level 1  Quoted prices in active markets for identical assets or liabilities.  

Level 2  Quoted prices in active markets for similar assets or liabilities and inputs that are observable for the asset or liability.  

Level 3  Unobservable inputs for the asset or liability, such as discounted cash flow models or valuations.  

    

Currency  
Forward  
Contracts      

Interest Rate 
Swaps    

Balance as of December 31, 2008    $ —    $ 163   
Transfers into Level 3 from Level 1 or Level 2      —      —  
Transfers out of Level 3 into Level 1 or Level 2      —      —  
Total gains or (losses), realized or unrealized:                  

Included in earnings      3       —  
Included in other comprehensive loss      —      21   

Purchases, issuances and settlements, net      —      —  
Balance as of March 31, 2009    $ 3     $ 184   

12.  SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION  

  

Three Months Ended March 31,  

      Predecessor  
For the Three  
Months Ended  

March 31,  

  

  2009    2008        2008    
Interest  $ 434   $ —    $ 1,169   
Income taxes  $ 833   $ —    $ 225   

   

Three Months Ended March 31,  

      Predecessor  
For the Three  
Months Ended  

March 31,  

  

  2009    2008        2008    
Accrual of costs directly related to the Acquisition  $ 234   $ —    $ —  
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You should read the following discussion of our financial condition and results of operations in conjunction with our interim condensed 
consolidated financial statements and the accompanying notes to those financial statements included elsewhere in this Quarterly Report on 
Form 10-Q. This discussion contains forward-looking statements that involve risks and uncertainties. Unless the content otherwise requires, all 
references to "we", "us", the “Company" or “Cyalume" in this Quarterly Report on Form 10-Q refers to Cyalume Technologies Holdings, Inc.  
   
Overview  
   
On December 19, 2008, we purchased Cyalume Technologies, Inc. (“CTI”) (the “Acquisition”). Prior to the Acquisition we did not engage in 
any substantive commercial business. The Results of Cyalume Operations section below compares the financial results from our financial 
statements for the three-month period ended March 31, 2009 to the comparable period in 2008, which did not include the operations of CTI, and 
also to the operating results of the Predecessor for the comparable period in 2008.  
   
Results of Cyalume Operations  
   
Revenues :  Cyalume did not engage in any substantive business operations in the first quarter of 2008, and as such we recorded no sales during 
that quarter. For the three-month period ended March 31, 2009, our sales were $3.5 million lower than the Predecessor’s sales for the 
comparable period in 2008. The reduction in sales compared to Predecessor was primarily due to a reduction in units sold to the U.S. Military. 
We believe this reduced demand for our products is temporary as we are not aware of any material changes in the protocol for the use of our 
products by the U.S. Military. Furthermore, we have recently seen an increase in orders during the month of May 2009 from the U.S. Military, 
the nature of which further supports our belief that the sales reduction is temporary. From these orders, we anticipate that revenues for the period 
ending June 30, 2009 will show a noticeable increase over revenues for the first quarter, but still be below revenues for the same period a year 
ago.  
   
Cost of goods sold : Cyalume did not engage in any substantive business operations in the first quarter of 2008, and as such we recorded no cost 
of sales during that quarter. For the three-month period ended March 31, 2009, our cost of sales was $1.2 million lower than the Predecessor’s 
cost of sales for the comparable period in 2008 due to the reduction in units sold discussed above.  Our gross margin for 2009 was 41.7% 
compared to 50.4% for the Predecessor in 2008. The decline in gross margin is attributable to the decline in sales of high margin chemical light 
sticks to the U.S. Military, the cost of a workforce reduction and the amortization of $262,000 of the inventory step-up to fair market value 
arising from the Acquisition. We anticipate the amortization of the remaining $453,000 step-up to continue into the third quarter of 2009 and 
negatively impact second and third quarter gross margins also.  
   
In order to more closely align our short-term costs with our revenues, we have taken steps to reduce our costs, including a 23% reduction in our 
workforce in March 2009. Estimated annualized savings from these cost reducing measures are $1.0 million.   
   
Sales and marketing expenses increased for the three months ended March 31, 2009 as compared to the three months ended March 31, 2008 
due to the operations of CTI. These expenses were $147,000 lower than the Predecessor’s for the comparable period in 2008 as the Predecessor 
withdrew from the direct-to-consumer market in 2008 and revamped its commercial sales strategies to make more extensive use of distributors 
who have established key relations with end-users, rather than trying to sell direct to consumers, thus reducing direct selling expenses.  
   
General and administrative expenses declined $21,000 compared to the Predecessor, with lower legal costs being the most significant factor.  
   
Interest expense (income), net increased $1.0 million from the same period in 2008. In the first quarter of 2008, we earned $364,000 on cash 
held in trust. In December 2008, this cash was used to purchase CTI, and therefore, our interest income in the first quarter of 2009 was minimal. 
Additionally, we borrowed $33.0 million in notes payable to complete the Acquisition, which resulted in our recording $627,000 in interest 
expense in the first quarter of 2009. Interest expense decreased $692,000 compared to the Predecessor due to our having less debt and paying 
lower average interest rates than the Predecessor.  
   
Amortization of intangible assets: As a result of the Acquisition, we recorded significant intangible assets in December 2008. We amortized 
$995,000 of intangible assets into expense in the first quarter of 2009, after having no amortization in the first quarter of 2008. The Predecessor 
had intangible assets as a result of a prior acquisition, and had a $653,000 amortization of intangible assets expense in the first quarter of 2008.  
   
Other income (loss), net: During the first quarter of 2008, the Predecessor implemented a restructuring to facilitate the sale of CTI to Cyalume 
pursuant to which the CEO and two Vice-Presidents left CTI, resulting in a restructuring charge of $1.1 million. Cash payments of restructuring 
charges were primarily incurred in 2008 with $166,000 made in the first quarter of 2009. In the first quarter of 2008, the Predecessor reached a 
settlement with the previous owners of CTI in connection with litigation. The Predecessor received $3.0 million in cash, resulting in a net gain of 
$2.8 million on the settlement. The restructuring charge and the gain on the settlement are the primary components of other income (loss), net 
shown for the Predecessor.  
   

  
ITEM 2.  MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL C ONDITION AND RESULTS OF OPERATIONS  
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Income tax benefit increased $442,000 for the three months ended March 31, 2009 as compared to the three months ended March 31, 2008 due 
to net operating losses generated during the quarter by CTI. Income tax benefit increased $1.1 million for the three months ended 
March 31, 2009 as compared to the Predecessor’s three months ended March 31, 2008 as the Predecessor had pre-tax net income of $1.6 million 
while we had a pre-tax net loss of $1.3 million .  
   
Balance Sheet  
   
Assets, other than cash , decreased $1.5 million in the first quarter primarily due to the amortization of $262,000 of the inventory step up to fair 
market values recorded at the date of Acquisition, $995,000 of intangible assets amortization and the effects of changes in the foreign exchange 
rate, offset by the addition of $225,000 of additional goodwill recorded as a result of 70,000 shares of common stock being awarded March 3, 
2009 in connection with the Acquisition, property plant and equipment purchases of $111,000. The remaining changes in asset values are the 
result of normal business activities.  
   
Current liabilities decreased $988,000 primarily due to common stock subject to mandatory redemption declining $1.1 million after the 
redemption of 139,850 shares of common stock held by stockholders who voted against the Acquisition were finalized in the first quarter of 
2009. The remaining changes in current liability values are the result of normal business activities.  
   
Non-current deferred income tax liabilities decreased $687,000 primarily due to the quarterly amortization of intangible assets and inventory 
step-up that is not deductible for income tax purposes and the net operating loss generated during the quarter, which has been classified as long-
term due to the limitations of its deductibility by the Internal Revenue Code.  
   
Liquidity and Capital Resources  
   
As of March 31, 2009 and December 31, 2008, we had $1.2 million and $4.0 million, respectively, in cash on hand. The major uses of cash 
during the period were $1.1 million to complete the redemption of common stock as part of the Acquisition, $858,000 in payments on the line of 
credit and notes payable, and $263,000 to purchase shares of our common stock from certain members of CTI management.  
 
During the three months ended March 31, 2009, 1,635,643 shares of common stock were issued due to the exercise of common stock warrants. 
The impact on liquidity was negligible as most warrants were exercised on a cashless basis. At March 31, 2009 there were 4,951,506 warrants 
and warrant equivalents (warrants contained within common stock units) that could be exercised in the future, and most of which will likely be 
exercised on a cashless basis.  
   
Notes payable (current and long-term) declined $561,000 during the first quarter as the result of making $658,000 in principal payments offset 
by amortization of debt discounts and the capitalization of paid-in-kind interest.  
   
Forecasted principal and interest payments on bank debt for the next 12 months are $5.9 million and will be funded from operating cash flows. 
In 2008, we made $500,000 in bank debt payments, exclusive of the debt payments made at the Acquisition, and CTI made principal and interest 
payments of $7.8 million prior to the Acquisition.  
   
On March 3, 2009, our Board of Directors adopted the Cyalume Technologies Holdings, Inc. 2009 Omnibus Securities and Incentive Plan (the 
“Plan”). Under the Plan, two million shares have been reserved for potential issuance as incentives to certain employees and non-employees.  On 
March 3, 2009, each of our 11 Board of Directors members was awarded options to purchase 7,500 shares of our common stock pursuant to this 
Plan. Also on March 3, 2009, our CEO was awarded 50,000 restricted shares of our common stock and options to purchase 200,000 shares of our 
common stock pursuant to this Plan if certain performance goals are met. Subsequent to approval by shareholders at the 2009 Annual Meeting of 
Shareholders, we expect to file Form S-8 with the SEC to register the shares under the Plan. Issuance of shares under the Plan will not provide 
capital and will cause dilution of earnings per share.  
   
The 2009 capital expenditures budget is expected to be funded completely from operating cash flows.  
 
Off-Balance Sheet Arrangements  
 
Other than immaterial operating leases, we did not have any off-balance sheet arrangements during 2009 or 2008.  
 
Contractual Obligations  
 
As a smaller reporting company, we are not required to provide information typically disclosed under this item.  
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Critical Accounting Policies  
 
Use of Estimates  
 
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires us 
to make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at 
the date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting periods.  Estimates are 
used when accounting for certain items such as reserves for inventory, accounts receivable and deferred tax assets; assessing the carrying value 
of intangible assets including goodwill; determining the useful lives of property, plant and equipment and intangible assets; and in determining 
asset retirement obligations.  Estimates are based on historical experience, where applicable, and assumptions that we believe are reasonable 
under the circumstances.  Due to the inherent uncertainty involved with estimates, actual results may differ.  
   
Revenue Recognition  
 
Revenue from the sale of products is recognized when the earnings process is complete and the risks and rewards of ownership have transferred 
to the customer. Costs and related expenses to manufacture the products are recorded as costs of goods sold when the related revenue is 
recognized.  
 
We have several significant contracts providing for the sale of indefinite quantities of items at fixed per unit prices, subject to adjustment for 
certain economic factors. Revenue under these contracts is recognized when goods ordered under the contracts are received by the customer. 
Whenever costs change, we review the pricing under these contracts to determine whether they require the sale of products at a loss. To date, we 
have no loss contracts which would require the accrual of future losses in the current financial statements.  
 
Income Taxes  
 
Income taxes are accounted for in accordance with SFAS No. 109, Accounting for Income Taxes .  Under this method, deferred tax assets and 
liabilities are determined based on differences between financial reporting and tax bases of assets and liabilities and are measured using enacted 
tax rates and laws that will be in effect when the differences are expected to reverse.  Deferred tax assets are recognized when, based upon 
available evidence, realization of the assets is more likely than not.  
 
We adopted the provisions of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes – an interpretation of FASB Statement 
No. 109 (“FIN 48”), on January 1, 2007.  There have been no unrecognized tax benefits and there was no effect on our financial condition or 
results of operations as a result of adopting FIN 48. When tax returns are filed, it is highly certain that some positions taken would be sustained 
upon examination by the taxing authorities, while others are subject to uncertainty about the merits of the position taken or the amount of the 
position that would be ultimately sustained. The benefit of a tax position is recognized in the financial statements in the period during which, 
based on all available evidence, management believes it is more likely than not that the position will be sustained upon examination, including 
the resolution of appeals or litigation processes, if any. Tax positions taken are not offset or aggregated with other positions. Tax positions that 
meet the more-likely-than-not recognition threshold are measured as the largest amount of tax benefit that is more than 50 percent likely of being 
realized upon settlement with the applicable taxing authority. The portion of the benefits associated with tax positions taken that exceeds the 
amount measured as described above is reflected as a liability for unrecognized tax benefits in the accompanying balance sheet along with any 
associated interest and penalties that would be payable to the taxing authorities upon examination.  
 
We classify interest on tax deficiencies as interest expense and income tax penalties as other miscellaneous expenses.    
 
Goodwill  
 
We apply the provisions of SFAS No. 142, Goodwill and Other Intangible Assets, to goodwill. Goodwill is deemed to have an indefinite life and 
accordingly, is not subject to annual amortization.  Goodwill is subject to annual impairment reviews, and, if conditions warrant, interim reviews 
based upon its estimated fair value.  Impairment charges, if any, are recorded in the period in which the impairment is determined. No such 
charges have been recorded in the three month periods ended March 31, 2009 and 2008.  
 
Intangible Assets  
 
Intangible assets include developed technologies and patents, trademarks and trade names, customer relationships and non-compete agreements, 
which are amortized over their estimated useful lives (with the exception of trademarks and trade names, which are considered to have indefinite 
useful lives and therefore are not amortized). The carrying amounts of intangible assets are reviewed for impairment whenever events or changes 
in circumstances indicate that those carrying amounts may not be recoverable. Costs incurred to renew or extend the term of our intangible assets 
are expensed when incurred.  
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Inventories  
 
Inventories are stated at the lower of cost (on a first-in first-out (“FIFO”) method) or net realizable value.  We periodically review the 
realizability of our inventory. Provisions are established for potential obsolescence. Determining adequate reserves for inventory obsolescence 
requires management’s judgment. Conditions impacting the realizability of our inventory could cause actual asset write-offs to be materially 
different than reported inventory reserve balances.  
 
Foreign Operations and Currency  
 
Accounts of our foreign subsidiary are translated using their local currency as the functional currency. Income statement accounts are converted 
to U.S. dollars using the average exchange rate for the period covered by the income statement. Assets and liabilities are converted to U.S. 
dollars using the exchange rate in effect as of the balance sheet date. Equity transactions are converted to U.S. dollars using the exchange rate in 
effect as of the date of the transaction. Translation gains and losses are reported as component of accumulated other comprehensive income or 
loss. Gains and losses resulting from transactions which are denominated in other than the functional currencies are reported as other income or 
loss in the statement of operations in the period the gain or loss occurred.  
 

 
As a smaller reporting company, we are not required to provide information typically disclosed under this item.  
 

 
Evaluation of disclosure controls and procedures  
 
Disclosure controls and procedures are designed to ensure that information required to be disclosed by us in reports filed or submitted under the 
Securities Exchange Act of 1934 (“Exchange Act”) is recorded, processed, summarized and reported within the time periods specified in the 
SEC’s rules and forms. Disclosure controls include, without limitation, controls and procedures designed to ensure that information required to 
be disclosed under the Exchange Act is accumulated and communicated to management, including principal executive and financial officers, as 
appropriate to allow timely decisions regarding required disclosure. There are inherent limitations to the effectiveness of any system of 
disclosure controls and procedures, including the possibility of human error and the circumvention or overriding of the controls and procedures. 
Accordingly, even effective disclosure controls and procedures can only provide reasonable assurance of achieving their control objectives.  
 
Our management carried out an evaluation, under the supervision of our Chief Executive Officer and Chief Financial Officer, of the 
effectiveness of our disclosure controls and procedures as of March 31, 2009. Based upon that evaluation, our management, including our Chief 
Executive Officer and Chief Financial Officer, concluded that the design and operation of our disclosure controls and procedures were effective 
as of March 31, 2009.  
 
Changes in internal control over financial reporting  
 
There was no change in our internal control over financial reporting that occurred during the three months ended March 31, 2009 that has 
materially affected, or is reasonably likely to materially affect, our internal control over financial reporting.  
 

ITEM 3.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK ET RISK  

ITEM 4.  CONTROLS AND PROCEDURES  
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PART II – OTHER INFORMATION  
 

 
Cyalume is not currently a named party in any legal proceedings.  
 
CTI is currently named a defendant in Civil Action No. 06-706 in Superior Court of the State of Massachusetts. Filing suit against CTI is 
Omniglow, LLC (the former novelty business of CTI which was sold on January 23, 2006). CTI sold certain assets and liabilities related to the 
novelty and retail business to certain former shareholders and management (the “Omniglow Buyers”).  This was done because CTI sought to 
retain only the Omniglow Corporation business activities associated with government, military and safety business. During 2006, CTI and the 
Omniglow Buyers commenced litigation and arbitration proceedings against one another. Claims include breaches of a lease and breaches of 
various other agreements between CTI and the Omniglow Buyers.  The Omniglow Buyers seek compensatory damages of $1.4 million, to be 
trebled, and recovery of costs and legal fees. CTI has filed for damages of $368,000 against the Omniglow Buyers.  CTI continues to rigorously 
defend our position on these matters, as we believe the Omniglow Buyers’ claims to be without merit. Court hearings were held and completed 
in October 2008. A decision is expected in late 2009.  
 

 
As a smaller reporting company, we are not required to provide information typically disclosed under this item.  
 

 
Purchases of Equity Securities by the Company and Affiliated Purchasers  

 

 

 
None.  
 

 
None.  
 

 
None.  
   

  

ITEM 1.  LEGAL PROCEEDINGS  

ITEM 1A.  RISK FACTORS  

ITEM 2.  UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS  

Period    

Total Number 
of Shares  
Purchased      

Average 
Price  

Paid per 
Share      

Total Number of  
Shares Purchased as 

Part of Publicly  
Announced Plans or 

Programs      

Maximum  
Number (or  

Approximate  
Dollar Value) of 
Shares that May 
yet be Purchased 
under the Plans  

or Programs    
                          
January 1 to January  31      32,903  (1)   $ 7.97       —    $ —  
February 1 to February 28      —      —      —          
March 1 to March 31      —      —      —      —  

(1)  The shares were repurchased from members of management. These shares were a portion of the shares that certain members of CTI’s 
management received relating to the December 19, 2008 Acquisition. Our Board of Directors voted at its January 13, 2009 meeting to honor 
a pre-Acquisition verbal commitment to repurchase 20% (or 32,903) of such shares to provide the holders of those shares with cash to pay 
personal income taxes arising from exchanging their shares of GMS Acquisition Partners for Cyalume common stock during the 
Acquisition.  

ITEM 3.  DEFAULTS UPON SENIOR SECURITIES  

ITEM 4.  SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS   

ITEM 5.  OTHER INFORMATION  
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ITEM 6.  EXHIBITS  

Exhibit Number     Description  
31.1  *  Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002  
31.2  *  Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002  

32.1  *  
Certification of Principal Executive Officer and Principal Financial Officer pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002  

*  Filed herewith.  
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SIGNATURES  

 
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the 
undersigned thereunto duly authorized.  
 

 

   
 

  

    Cyalume Technologies Holdings, Inc.  
        
Date: May 13, 2009    By:  /s/  DEREK DUNAWAY  
        
      Derek Dunaway, Chief Executive Officer  

(Principal Executive Officer)  
        
Date: May 13, 2009    By:  /s/  MICHAEL BIELONKO  
        
      Michael Bielonko, Chief Financial Officer  

(Principal Financial Officer)  
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Exhibit 31.1 

 
CERTIFICATION  

 
I, Derek Dunaway, certify that:  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

1.  I have reviewed this Quarterly Report on Form 10-Q of Cyalume Technologies Holdings, Inc.;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.  The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared;  

(b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles;  

(c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and  

(d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's 
most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant's internal control over financial reporting; and  

5.  The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent 
functions):  

(a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting.  

Date: May 13, 2009  /s/  DEREK DUNAWAY  
      
  Derek Dunaway, Chief Executive Officer  

  
  

  



 
Exhibit 31.2 

 
CERTIFICATION  

 
I, Michael Bielonko, certify that:  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

1.  I have reviewed this Quarterly Report on Form 10-Q of Cyalume Technologies Holdings, Inc.;  

2.  Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to 
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period 
covered by this report;  

3.  Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material 
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;  

4.  The registrant's other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as 
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act 
Rules 13a-15(f) and 15d-15(f)) for the registrant and have:  

(a)  Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our 
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us 
by others within those entities, particularly during the period in which this report is being prepared;  

(b)  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under 
our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with generally accepted accounting principles;  

(c)  Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about 
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such 
evaluation; and  

(d)  Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's 
most recent fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is 
reasonably likely to materially affect, the registrant's internal control over financial reporting; and  

5.  The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial 
reporting, to the registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent 
functions):  

(a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are 
reasonably likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and  

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's 
internal control over financial reporting.  

Date: May 13, 2009  /s/  MICHAEL BIELONKO  
      
  Michael Bielonko, Chief Financial Officer  

  
  

  



 
Exhibit 32.1 

 
CERTIFICATION  

 
Each of the undersigned officers of Cyalume Technologies Holdings, Inc. (the "Company") hereby certifies that, to his knowledge, the 
Company's Quarterly Report on Form 10-Q to which this certification is attached (the "Report"), as filed with the Securities and Exchange 
Commission on the date hereof, fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 
1934, as amended (the "Exchange Act"), and that the information contained in the Report fairly presents, in all material respects, the financial 
condition and results of operations of the Company.  
 

 

 
This certification is being furnished and not filed, and shall not be incorporated into any document for any purpose, under the Securities 
Exchange Act of 1934 or the Securities Act of 1933.  
 

 

Date: May 13, 2009  /s/  DEREK DUNAWAY    
        
      
  Derek Dunaway, Chief Executive Officer    
  (the Principal Executive Officer)    

Date: May 13, 2009  /s/  MICHAEL BIELONKO    
        
      
  Michael Bielonko, Chief Financial Officer    
  (the Principal Financial Officer)    

  
  

  


