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

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To be held July 9, 2013
To the Stockholders of
Cyalume Technologies Holdings, Inc.

Notice is hereby given that the Annual Meetingtaf Stockholders of Cyalume Technologies Holdings, (the “Company”) will be
held on July 9, 2013 at 9:00 a.m. local time atdfiiees of Columbus Nova, 900 Third Avenue, 19tbdf, New York, NY 10022. The annt
meeting is called to consider and vote upon theviehg proposals:

1. To elect a board of ten directors, to hold &ffimtil the 2014 Annual Meeting of Stockholdersiotil their respective
successors are duly elected and qualil

2. To amend the Company’s Fifth Amended and Res@éatificate of Incorporation to increase the totamber of shares of
common stock which the Company shall have authtwifgsue from 50,000,000 to 100,000,0

3. To amend the ComparsyFifth Amended and Restated Certificate of Incaxpion to eliminate stockholder action by writ
consent unless otherwise approved in advance bgdhed of Directors

4, To amend the Company'’s Fifth Amended and Res@gstificate of Incorporation to require an affative vote of holders
of at least two-thirds of the combined voting powéthe then outstanding shares of capital stock®Company to amend
certain provisions of the Fifth Amended and Rest&lertificate of Incorporatior

5. To amend the Company’s 2009 Omnibus Securitiddracentive Plan to increase the aggregate nuoftarares of
common stock that may be issued under the Plaje&DD00;

6. To approve, on a n-binding advisory basis, the compensation ofnamed executive officer” say-on-pay”);

7. To vote, on a non-binding advisory basis, onfteguency of future advisory votes on named exeeutfficer

compensation; an

8. To consider and take action upon such otheremsatts may properly come before the meeting oadfpurnment or
adjournments therec

The close of business on May 10, 2013 has beed &igehe record date for the determination of dtolders entitled to notice of,
and to vote at, the annual meeting. The stock feath®oks of the Company will not be closed. A tifthe stockholders entitled to vote at the
meeting may be examined at the Company’s officemduhe 10-day period preceding the meeting.

All stockholders are cordially invited to attene thnnual meeting. Whether or not you expect tmdttgou are respectfully reques
by the Board of Directors to sign, date and rethmenclosed proxy card promptly. Stockholders @kecute proxies retain the right to
revoke them at any time prior to the voting thereofd may nevertheless vote in person at the amneeling. This Proxy Statement, a forn
proxy and our most recent Annual Report are avigledoview online at the following internet addrelsfp://investor.cyalume.com/annual

proxy.cfm.

By Order of the Board of Director
/sl Zivi Nedivi

Zivi Nedivi

President, Chief Executive Offic

Dated: April 25, 201.
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CYALUME TECHNOLOGIES HOLDINGS, INC.
96 Windsor Street
West Springfield, Massachusetts 01089

PROXY STATEMENT
for
Annual Meeting of Stockholders
to be held July 9, 2013

PROXY SOLICITATION

This Proxy Statement is furnished in connectiorhwlite solicitation of proxies by the Board of Dies of Cyalume Technologies
Holdings, Inc. (the “Company,” “Cyalume,” “we,” “Jsor “our”) for the Annual Meeting of Stockholdets be held at the offices of
Columbus Nova, 900 Third Avenue, 19th Floor, NewR/dNY 10022 on July 9, 2013, at 9:00 a.m. localgiand for any adjournment or
adjournments thereof, for the purposes set forthénaccompanying Notice of Annual Meeting of Stumlklers. Any stockholder giving such
a proxy has the power to revoke it at any time tgefois voted. Written notice of such revocatitnosld be forwarded directly to the Secre:
of the Company, at the above stated address. Broxag be solicited through the mails or direct camimation with certain stockholders or
their representatives by Company officers, dires;tor employees, who will receive no additional pemsation. You may obtain directions to
the meeting by calling our offices at (888) 858-7388

If the enclosed proxy is properly executed andrretd, the shares represented thereby will be viatadcordance with the directions
thereon and otherwise in accordance with the judgmithe persons designated as proxies. Any pooxwhich no direction is specified will
be voted in favor of the actions described in Brisxy Statement and for the election of the nonsrss forth under the caption “Election of
Directors.”

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting

Pursuant to rules adopted by the Securities antidige Commission, or the SEC, we have electedbiod® access to our proxy
materials both by sending you this full set of groxaterials, including the notice of our annual timeg this proxy statement, a proxy card
and our 2012 Annual Report to Stockholders, anddiifying you of the availability of our proxy matals on the Internet. The notice of
annual meeting, proxy statement, form of proxy and2012 Annual Report are also availablétyi: //investor.cyalume.com/annual-
proxy.cfm. In accordance with SEC rules, the materials ersite are searchable, readable and printablehangite does not use “cookies”
other tracking devices that identify visitors.

Your vote is important. Accordingly, you are urged to sign and return tbeoapanying proxy card whether or not you plan to
attend the meeting. If you do attend, you may bgtballot at the meeting and cancel any proxy mneslly given.




QUESTIONS AND ANSWERS ABOUT THIS PROXY MATERIAL,
ANNUAL MEETING AND VOTING

The following information regarding the proxy maadrannual meeting and voting is presented inestjon and answer format.
What isthe purpose of the Annual Meeting?

At the Annual Meeting, stockholders of record & tiose of business on May 10, 2013 (the “recotd"}lavill vote on the items of
business outlined in the Notice of Annual Meetifigtockholders (the “Meeting Notice”).

Why am | receiving these materials?

We have sent you this proxy statement and the sedlproxy card because the Board of Directors af@ye Technologies
Holdings, Inc. is soliciting your proxy to votetae 2013 Annual Meeting of Stockholders (“Annualé¥leg”), including at any adjournments
or postponements of the meeting. You are invitegttend the Annual Meeting to vote on the propodakcribed in this proxy statement.
However, you do not need to attend the meetingte your shares. Instead, you may simply compge, and return the enclosed proxy
card.

When you sign the enclosed proxy card, you apgbaproxy holder as your representative at the imgethe proxy holder will
vote your shares as you have instructed in theypraxd, thereby ensuring that your shares will tied whether or not you attend the
meeting. Even if you plan to attend the meeting, sloould complete, sign and return your proxy éamdvance of the meeting just in case
your plans changt

If you have signed and returned the proxy cardanissue comes up for a vote at the meeting thradtiglentified on the card, the
proxy holder will vote your shares, pursuant toryproxy, in accordance with his or her judgment.

The Company intends to mail this proxy statemedtastompanying proxy card on or about May 17, 201al stockholders of
record entitled to vote at the Annual Meeting.

Who may vote and how many votes may | cast?
Only stockholders of record at the close of busir@sthe record date, May 10, 2013, will be erite vote at the Annual Meeting.

Each share of common stock is entitled to one wnteach matter. As of April 9, 2013, there werer 38,260 shares of our common stock
issued and outstanding. There are no other classepital stock outstanding.




How do | vote?
The procedures for voting are fairly simple:
Sockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may votpénson at the Annual Meeting or vote by proxy gshre enclosed proxy card.

« Tovote in person, come to the Annual Meeting aedmill give you a ballot when you arrive; or

« To vote using the proxy card, simply complete, sagd date the enclosed proxy card and return ihptly in the envelope
provided. If you return your signed proxy card tohy 11:59 p.m. EST on the day before the Annuativig, we will vote
your shares as you dire

Beneficial Owner: Shares Registered in the Name of Broker, Bank or other Fiduciary

If you received this proxy statement from your lgkbank or other fiduciary, your broker, bankidutiary should have given you
instructions for directing how that person or gnsihould vote your shares. It will then be yourkang bank or fiduciary’s responsibility to
vote your shares for you in the manner you direlgtase complete, execute and return the proxyicdah& envelope provided by your broker.

Under the rules of various national and regionalisées exchanges, brokers generally may voteoatirre matters, such as the
ratification of the engagement of an independebtipaccounting firm, but may not vote on non-roetimatters unless they have received
voting instructions from the person for whom theg holding shares. The election of directors i@atoutine matter, and, consequently, y
broker, bank or fiduciary will not have discretiopauthority to vote your shares on this or othem-noutine matters. If your broker, bank or
fiduciary does not receive instructions from youhaw to vote on these matters, your broker, barfidaciary will return the proxy card to
us, indicating that he or she does not have theoaitit to vote on these matters. This is genenafgrred to as a “Broker Non-Vote” and may
affect the outcome of the voting on those matters.

We therefore encourage you to provide directiongotar broker, bank or fiduciary as to how you waotir shares voted on all
matters to be brought before the Annual Meetingu ¥bould do this by carefully following the insttioms your broker gives you concerning
its procedures. This ensures that your sharedbwilloted at the Annual Meeting.

You are also invited to attend the Annual Meetidgwever, since you are not the stockholder of cgou may not vote your
shares in person at the meeting unless you requdstbtain a valid proxy from your broker or othgent.

What if | change my mind after | vote via proxy?

If you hold your shares in your own name, you mewoke your proxy at any time before your sharevated by:

- mailing a later dated proxy prior to the Annual Meg;

« delivering a written request in person to retum éixecuted proxy;

« voting in person at the Annual Meeting; or

- providing written notice of revocation to the Corai® Secretary of the Company at:
96 Windsor Street, West Springfield, Massachugki@89.

If you hold your shares in the name of your brokamk, or other fiduciary, you will need to conttwit person or entity to revoke
your proxy.




What does it mean if | receive more than one proxy card or voting instruction form?

It means that you have multiple accounts at ounsfiex agent or with brokers, banks, or other fidties. Please complete and return
all proxy cards and voting instruction forms to wmsthat all of your shares are voted.

How many shares must be present to hold a valid Meeting?

For us to hold a valid Annual Meeting, we must hawgiorum, which means that a majority of the amding shares of our comm
stock that are entitled to cast a vote are prasgugrson or by proxy at the Annual Meeting. Prexieceived but marked as abstentions and
Broker Non-Votes will be treated as shares thapaegsent and entitled to vote for purposes of d@téng a quorum. Your shares will be
counted as present at the Annual Meeting if you:

« properly submit a proxy card (even if you do naiypde voting instructions); or
- attend the Meeting and vote in person.

Where can | find the voting results of the Meeting?

We will announce preliminary voting results at thenual Meeting. We plan to publish the final votirgsults in a Current Report on
Form 8-K filed within four business days of the AiahMeeting. If final voting results are not availa within the four business day
timeframe, we plan to file a Form 8-K disclosinglgminary voting results within the required fourdiness days, to be followed as soon as
practicable by an amendment to the Form 8-K coimtgifinal voting results.

Who pays the cost for soliciting proxies?

We will pay the cost for the solicitation of progiby the Board of Directors. Our solicitation obpies will be made primarily by
mail. Proxies may also be solicited personallytddgphone, fax or e-mail by our officers, direct@sd regular supervisory and executive
employees, none of whom will receive any additiam@hpensation for their services. We will also figimse brokers, banks, custodians, o
nominees and fiduciaries for forwarding these nialeto beneficial holders to obtain the authoiafor the execution of proxies.

Where can | find additional information about Cyalume?

Our reports on Forms 10-K, 10-Q and 8-K, and ofhddlicly available information should be consultedother important
information about Cyalume. You can also find addisil information about us on our web site at wwalagne.com. The principal executive
office of the Company is located at 96 Windsor &irgVest Springfield, Massachusetts 01089. Theimgaélddress of the principal executive
office is 96 Windsor Street, West Springfield, Massusetts 01089. The telephone number for the Caynipg413) 858-2500.




THE BOARD AND BOARD COMMITTEES

During the year ended December 31, 2012, the BofaBdrectors met six times and took action by unamis written consent on
three occasions. All of the directors attendeaast 75% of the meetings of the Board and of eaningttee on which he serves, except
Andrew Intrater and James Valentine. Each direistexpected to participate, either in person ont@ieconference, in meetings of our Board
of Directors and meetings of committees of our BaafrDirectors in which each director is a memiaed to spend the time necessary to
properly discharge such director’s respective duaied responsibilities. We do not have a writtelicpavith regard to directors’ attendance at
annual meetings of stockholders; however, all dinecare encouraged to attend the annual meetimgBbard of Directors has determined
that the directors standing for election, othenth&. Nedivi and Mr. Schleck, namely Messrs. ChiltcBobkin, Eitan, Epstein, Intrater,
Meyer, Rebar and Valentine, are each independestttdirs as defined in Rule 5605(a)(2) of the LgtRules of the NASDAQ Stock Market
LLC (the “Listing Rules”).

Current Committee Composition (1)

Nominating
and

Corporate
Name Audit Governance Compensatior Executive
Winston J. Churchil® C C
Yaron Eitan M C M
Jason Epstei M M
Andrew Intratel M
John G. Meyer, J M
Zivi Nedivi M
Thomas G. Rebse C

(1) Immediately after the Annual Meeting of Stocktess, the newly appointed slate of Directors wiltet to establish the
composition of Committee

(2) Chairman of the Board of Directol

“C” Indicates committee chair.

“M” Indicates committee member.




Audit Committee . The Audit Committee is established in accordandb ®ection 3(a)(58)(A) of the Securities Exchange &
1934. Thomas G. Rebar (Chairman) and Yaron Eitaresan this committee. The Audit Committee heldenieetings during 2012. The
Board of Directors has determined that Thomas ®aRis an “audit committee financial expert”. TheaBd of Directors has determined that
each of the members of the Audit Committee arepeddent as defined in Rule 5605(a)(2) of the LisRules.

The Audit Committee operates under a written chat®pted by the Board of Directors and assist8thard of Directors by
overseeing the performance of the independent@sdiind the quality and integrity of our internet@unting, auditing and financial report
practices. The Audit Committee is responsible &aining and, as necessary, terminating, the intigre auditors, annually reviews the
qualifications, performance and independence ofrttiependent auditors and the audit plan, feesaadd results, and pre-approves audit and
non-audit services to be performed by the audaasrelated fees. The Audit Committee charter &lalle on our website,
www.cyalume.com.

Nominating and Corporate Governance Committee . On January 13, 2009, the Board of Directors forthedNominating and
Corporate Governance Committee and adopted a wittarter. Winston Churchill (Chairman) and Andieivater, each of whom is
independent as defined in Rule 5605(a)(2) of tistihg Rules, serve on this committee. The Nomiigatind Corporate Governance
Committee’s charter is available to security haddem our websitayww.cyalume.com. The Nominating and Corporate Governance
Committee did not meet during 2012 but took achgrunanimous written consent on one occasion ditig.

The Nominating and Corporate Governance Commitide@nsider director candidates recommended bysigcholders. Potential
nominees to the Board of Directors are requireltlaiee such experience in business or financial msadte would make such nominee an asset
to the Board of Directors and may, under certaiouchstances, be required to be “independent”, els ®rm is defined under Rule 5605 of
the Listing Rules and applicable SEC regulationisciholders wishing to submit the name of a peesoa potential nominee to the Board of
Directors must send the name, address, and a(bdefiore than 500 words) biographical descriptibsuzh potential nominee to the
Nominating and Corporate Governance Committeeeafdtiowing address: Nominating and Corporate Goaace Committee of the Bog
of Directors, c/o Cyalume Technologies Holdings, I®6 Windsor Street, West Springfield, Massactis$4089. Potential director nomin
will be evaluated by personal interview, such i to be conducted by one or more members oNttrainating and Corporate Governa
Committee, and/or any other method the Nominatimd)@orporate Governance Committee deems approprihteh may, but need not,
include a questionnaire. Those suggesting a nonsiheeld include evidence that the writer is a Comypstockholder, the name and contact
information of the candidate and a statement sidpyetthe candidate that the candidate is willingp@oconsidered for nomination by the
committee and willing to serve as a director, ifmiated and elected. The Nominating and Corporateethance Committee may solicit or
receive information concerning potential nomingesany source it deems appropriate. The NominatiryCorporate Governance
Committee need not engage in an evaluation pragdsss (i) there is a vacancy on the Board of D (ii) a director is not standing for re-
election, or (iii) the Nominating and Corporate @avance Committee does not intend to recommenddhénation of a sitting director for
re-election. A potential director nominee recommezhlly a security holder will not be evaluated défely from any other potential nominee.
Although it has not done so in the past, the Notimgeand Corporate Governance Committee may retnch firms to assist in identifying
suitable director candidates.

The Board does not have a formal policy on Boardlihate qualifications. The Board may consider ¢hiagtors it deems
appropriate in evaluating director nominees matteeeby the Board or stockholders, including judgimskill, strength of character,
experience with businesses and organizations cahlgain size or scope to the Company, experiendeskifi relative to other Board
members, and specialized knowledge or experienegeiding upon the current needs of the Board,indetetors may be weighed more or
less heavily. In considering candidates for therBptne directors evaluate the entirety of eachdhate’s credentials and do not have any
specific minimum qualifications that must be mé@iversity,” as such, is not a criterion that then@uittee considersThe directors will
consider candidates from any reasonable sourdegding current Board members, stockholders, pradess search firms or other persons.
The directors will not evaluate candidates difféisehased on who has made the recommendation.




The Company has entered into an investor rightseagent with certain former owners of Cyalume Tedbgies, Inc. (“CTI"), a
wholly-owned subsidiary of the Company as a resfulhe acquisition of CTl on December 19, 2008,chhallows certain beneficial owners
to nominate up to three persons for election td&bard of Directors for so long as a minimum petage of the Company’s outstanding
common stock are owned by such security holders.t@tms of the agreement are as follows:

(i) the holders of Cova Small Cap Holdings, LLC'€¢va”) investment have the right to nominate tvavgons for election to the
Board of Directors as long as Cova owns 5% of ttstanding stock of the Company; and

(ii) the holders of Kline Hawkes Pacific Friendsniéiy LLC and Kline Hawkes Pacific, L.P. (“Kline Haeg") have the right to
nominate one person for election to the Board oé&lors as long as Kline Hawkes owns 5% of thetanting common stock of the
Company.

Andrew Intrater and Jason Epstein are Cova’s ctimeminees to the Board of Directors and Jamesn#iale is Kline Hawkes’
current nominee to the Board of Directors.

The Company is also party to an amendment agreehetied December 27, 2012, with JFC Technologie€, (CJFC”) and James
G. Schleck, individually and in his capacity asressentative of the members of JFC, pursuant tolwlicc so long as JFC and/or Mr. Schleck
collectively own at least 10% of the total numbg&owotstanding shares of the Company’s common stdckSchleck has the right to be
named by the Company as a nominee for electionetddoard of directors each time the Company ssl&itote of its stockholders relating to
the election of directors.

Compensation Committee . On January 13, 2009, the Board of Directors form&bmpensation Committee and adopted a written
charter. Serving on the Compensation Committe&aren Eitan (chairman), Jason Epstein and John &k Jr., each of whom is
independent as defined in Rule 5605(a)(2) of ti&ting Rules. The Compensation Committee held twetimgs and took action by
unanimous written consent on two occasions durli2The charter is available to security holder®or websiteyww.cyalume.com. The
charter sets forth responsibilities, authority apdcific duties of the Compensation Committee. Chempensation Committee reviews and
recommends to the board the compensation for th@ &tfl non-employee directors of our Company, anigwes the CEQ’s compensation
recommendations for all other corporate officeral$o reviews the general policy relating to congadion and benefits for all employees.
The Compensation Committee has been designatdtedard of Directors to administer the Cyalumehhetogies Holdings, Inc. 2009
Omnibus Securities and Incentive Plan (the “20@hBI

Executive Committee . On January 13, 2009, the Board of Directors formedxecutive Committee. Yaron Eitan (Chairman),
Winston Churchill, Jason Epstein and Zivi Nedivivieon this committee. The Executive Committee eiges the powers of the Board
between meetings of the full Board of Directorse Hxecutive Committee met two times during 2012.




Board Operations

The positions of principal executive officer andatiman of the Board of Directors of the Companytaetel by different persons. The
chairman of the Board of Directors, an independéneictor, chairs Board of Director and stockholdezetings and participates in preparing
their agendas. The chairman of the Board of Dimscidso calls, plans, and chairs the independeetidirs’ executive sessions and serves as e
focal point for communication between managemedttha Board of Directors between Board of Direcharetings, although there is no
restriction on communication between directors myahagement. We believe that these arrangementsl difle independent directors
sufficient resources to supervise management efédgt without being overly engaged in day-to-dgpemations.

The Board of Directors is responsible for overafparvision of the Company’s risk oversight effatsthey relate to the key business
risks facing the organization. Management idergjfessesses, and manages the risks most critited ©ompany’s operations on a day-to-
day basis and routinely advises the Board of Dirscbn those matters as the President/CEO and @F@©adtcess to the Board of Directors,
attend regular meetings as well as the audit coraeniheetings. The Board'’s role in risk oversighthef Company is consistent with the
Company’s leadership structure, with senior manageraving responsibility for assessing and marmptfia Company'’s risk exposure, and
the Board and its Committees, providing oversighh@cessary in connection with those efforts.




DIRECTOR COMPENSATION
Director Compensation
Our director compensation policy for 2012 was tovjide each non-employee director with an award, 500 options to purchase
common stock at $2.50 per share as compensatiaefeices rendered from their election on June2@12 until the next annual meeting.
John G. Meyer, Jr. also received $25,000. No atherpensation was paid to non-employee directoisdifdctors are reimbursed for travel
and other expenses directly related to activitgedigectors.

The following table provides compensation informatfor our non-employee directors for 2012.

Fees Total Number of
Earned or Option Awards
Paid in Stock Option Outstanding

Cash Awards Awards Total at December 31

Name ($) ($) $)w ($) 2012 (#)
Winston Churchill — — 4,72 4,72¢ 30,00(
Yaron Eitan — — 4,72 4,72¢ 30,00(
Jason Epstei — — 4,72¢ 4,72¢ 30,00(
Andrew Intratel — — 4,72F 4,72 22,50(
John G. Meyer, J 25,00( — 4,72F 29,72¢ 90,00(
Thomas G. Reb: — — 4,72F 4,72¢ 30,00(
Yair Shamir(® — — 4,72¢ 4,72¢ 30,00(
James Valentin — — 4,72 4,72¢ 7,50(C

(1) The amounts reflect the amounts recognizeddor@ance with ASC 71&ompensation-Stock Compensation . Assumptions
used in the calculation of these amounts are ireclud Note 21 to our audited financial statemeaotgtie year ended
December 31, 2012 included in our annual repoffamn 1(-K for the year ended December 31, 2C

(2) On March 19, 2013, Mr. Yair Shamir resignechirthe Board of Directors, and Alain Dobkin was apped to fill the resulting
vacancy




EXECUTIVE OFFICERS

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

Name Age Office

Zivi Nedivi 54  President and Chief Executive Offic
Dale Bakel 55  Chief Operating Office

Michael Bielonka 60 Chief Financial Officer & Secretal

Zivi Nedivi has been our President and Chief Executive Officere April 2, 2012 and has been our Director sihage 2012. Mr.
Nedivi was a special advisor from January 2009ept&nber 2011 and the CEO from March 2008 to Deee2®08 for Axiom Investmel
Advisors, LLC, a hedge fund specializing in curiiescPrior to that, from December 2006 to March&0g was the COO of Lumenis Ltd, a
global leader in medical and aesthetic lasers ighd based technology. Mr. Nedivi was the Presidemnt CEO of Kellstrom Aerospace, LLC,
an industry leader in the airborne equipment segeneithe international aviation services afternetdnd its predecessor company,
Kellstrom Industries, from 1990 to 2005. He conéiatio serve as an observer on Kellstrom Aerospboalsl of directors. Prior to his
business career, Mr. Nedivi served as an F-15dighitot in the Israeli Air Force, where he attalribe rank of Major. He is a graduate of the
Israel Air Force Academy and holds a Bachelor's@en business administration from California Gaasiversity.

Dale Baker has been our Chief Operating Officer since Septer@®&2. From August 2010 until joining Cyalume vies employed
as the Chief Executive Officer of Selling Sourck(, an internet-based sales and lead generatianzation. From January 2006 until
August 2010, Mr. Baker was President of World Avemrloldings, LLC, a leading provider of performariased interactive marketing
solutions. Previously he was the President of pitkénvestments, LLC, a global merchant bank. Vak& has an M.B.A. from Duke
University’s The Fuqua School of Business and a B.Mechanical Engineering from Virginia Polytedh&. State University.

Michael Bielonko has been our Chief Financial Officer, Treasurer @adretary since December 2008 and Chief Finatdfaer,

Treasurer and Secretary of CTI since January 2d06Bielonko served as a Director of Omni Faci8grvices Canada, Ltd., a Toronto ba
facility maintenance company from May 2006 to Ja@88. Mr. Bielonko has a B.S. and an M.B.A. frora thniversity of Connecticut.
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EXECUTIVE COMPENSATION
Overview
Our executive officers are: Zivi Nedivi, who waspajnted our Chief Executive Officer on April 2, Z)1Dale Baker, who has be
Chief Operating Officer since September 10, 201® Michael Bielonko, who has been Chief Financidii¢@f, Treasurer and Secretary si
December 19, 2008.

Compensation Philosophy

The overriding goal of our executive compensatimgpam is to recruit and retain key executives rmwadivate them to achieve
maximum results. To this end, we design and maonag@rograms with the following objectives in mind:

. Generating significant stockholder value, whilegicing good corporate governance,
. Maximizing the alignment between our short-term bomdj-term results and executive pay, and
. Providing market-competitive compensation, whilegidering our financial resources.

Administration of Executive Compensation Programs

In January 2009, we formed a Compensation Comnuftéiee Board of Directors comprised of three algsindependent Directors
which will administer all compensation programsiterofficers, key employees, and outside Directdfss Committee works with
management to design key compensation policiepargtams, as well as sound governance practicenstare that our compensation
programs reflect best practices and strongly coutei to our growth and success. The named ExecOfifigers have all entered into
employment agreements.

The compensation for senior executives is compridddur elements: a base salary, an annual pegiooa bonus, equity awards ¢
benefits. On March 3, 2009, our Board of Direcispted the 2009 Plan, which applies to employeddérectors, and which is
administered by the Compensation Committee. Awgrdated pursuant to the 2009 Plan are describeavbel

In developing salary ranges, potential bonus payaguity awards and benefit plans, the Compens&amnmittee takes into
account: 1) competitive compensation among compa@bmpanies and for similar positions in the mgrRgrelevant incentives and rewa
for senior management for improving stockholdeugakhile building us into a successful companyingjvidual performance, 4) how besl
retain key executives, 5) our overall performar®egur ability to pay and 7) other relevant factors

All of our executives were involved in decisionfating to their compensation. We believe that ekiges are fairly compensated.
Employment Agreements
The following discussion summarizes the materiahteof current employment agreements with our EtteeOfficers:
Zivi Nedivi The Company, CTI and East Shore Ventures, LLC‘@unsultant”), a limited liability company owned jr. Nedivi,
entered into a services agreement, effective Aprd012, which provides that Mr. Nedivi will serae the Compang’ Chief Executive Office
and member of the Company’s board of directors. adreement has an initial term of three years amtimues for successive one-year

periods unless terminated by either party upona@ dvritten notice prior to its anniversary/expwatdate or if terminated pursuant to cert
events or for cause.
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During the term of the agreement, the Consultatitearn an annual cash fee of $450,000 (the “Casi)i-subject to annual increases at
the discretion of the Company’s board. The Cashdhedt increase ten percent (10%) for every $35@lDof revenue growth, calculated
based on the Company’s fiscal year. The Consuiltiaait be eligible for the first such increase whenual revenues total at least
$105,000,000. The Consultant is also eligible famds consideration based on certain predetermimedsd performance targets (“Annual
Performance Targets”). If the Company’s performameets, but does not exceed, the Annual Performbaiggets for a given fiscal year, the
amount of the bonus for such fiscal year shall etd@% of the annualized rate of the Cash Feefaceas of the end of such fiscal year. If
the Company'’s performance exceeds the Annualizefdfreance Targets for a given fiscal year, the amad the bonus for such fiscal year
shall equal 140% of the annualized rate of the Gashin effect as of the end of such fiscal yelars pn additional 1% of such annualized
for each 1% by which the Company’s performance edsd¢he Annualized Performance Targets for suchlfigear. If the Company’s
performance fails to meet the Annualized Perforrearargets for a given fiscal year, the amount efttbnus for such fiscal year shall equal
140% of the annualized rate of the Cash Fee irckedie of the end of such fiscal year, less 2% ofi@nnualized rate for each 1% by which
the Company’s performance failed to meet the AnnadlPerformance Targets for such fiscal year, igexl; however, that Consultant shall
not be eligible for any bonus for a given fiscahy@ which the Company’s performance was less thiaegual to 70% of the Annualized
Performance Targets for such fiscal year.

The Consultant received an option to purchase Upi®6,104 shares of the Company’s common stoak aiercise price per share of
$1.50 (the “Option™). The Option becomes exercisainually in five equal installments on each effitst five anniversaries of the approval
of the issuance of the Option. The Option provi@gthat, in the event that, prior to the date tita Option is fully exercisable, and (A) there
is a Change of Control (as defined in the stocloopagreement) or (B) Consultant’'s engagement thighCompany is terminated by the
Company without Cause or by Consultant for GoodsBedeach as defined in the stock option agreenthetOption shall become fully
exercisable as of the date of such Change of Camttermination, provided, however, that, if suebhmination of Consultant's engagement
occurs within the first eighteen (18) months after date of the agreement, then only two-fifth§)2f the Option shall become fully
exercisable as of the date of such terminationfdii piggyback registration rights; and (iii) th@onsultant will receive a cash payment equal
to the Tax Payment (as defined in the stock opigneement).

In the event Consultant’'s engagement is terminbyeithe Company without Cause or by memewal, or by Consultant pursuant for G
Reason, in addition to the amounts accrued to Gomsultant is entitled to receive an amount equitié Cash Fee in effect immediately p
to the Termination Date for a six-month period,jsabto Consultant and Mr. Nedivi each signing laase of claims in favor the Company
and its affiliates.

During the term of the services agreement and fweraod of two years thereafter (subject to ceréljustments set forth in the services
agreement) Consultant and Mr. Nedivi are subjecotdfidentiality, non-solicitation and non-compietit, non-interference and non-
disparagement provisions. Pursuant to the ser@ge=ement, Mr. Nedivi will devote all of his busisdime (subject to certain limited
exceptions) to providing services to the Company.

Pursuant to the services agreement, subject ttaliimns imposed by law, the Company and CTI sinalémnify and hold harmless
Consultant and Mr. Nedivi to the fullest extentrpéted by law from and against any and all claidesnpages, expenses (including attorneys’
fees), judgments, penalties, fines, settlements$ adirother liabilities incurred or paid by him @onnection with the investigation, defense,
prosecution, settlement or appeal of any threatguesuting or completed action, suit or proceediviggther civil, criminal, administrative or
investigative and to which Consultant and/or MrdiNewas or is a party or is threatened to be neagarty by reason of the fact that
Consultant and/or Mr. Nedivi is or was an officemployee or agent of a member of the Company oiCaamgpany subsidiary, or by reasor
anything done or not done by Consultant and/orM&divi in any such capacity or capacities, provitteat Consultant and/or Mr. Nedivi, as
applicable, acted in good faith, in a manner thas$ wot grossly negligent or constituted willful poaduct and in a manner it or he reasonably
believed to be in or not opposed to the best isteref the Company or any Company subsidiary, aittl,respect to any criminal action or
proceeding, had no reasonable cause to believénis @onduct was unlawful.
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Dale Baker Mr. Baker's employment agreement, effective Septemil®, 2012, provides that Mr. Baker will be em@dyas CTI's Chief
Operating Officer. The contract has an initial taxfthree years and shall continue for successieey@ar periods unless terminated by either
party upon 30 days written notice prior to the aersary/expiration date or terminated pursuanettain events or for cause. Mr. Baker
receives an annual base salary of $350,000, subjectnual adjustments at the sole discretion®bitard of directors. The base salary shall
increase ten percent (10%) for every $35,000,00@\w#nue growth, calculated based on the Compdisgal year. Mr. Baker shall be
eligible for the first such increase when annuaéreies total at least $105,000,000. Annually, Maké is entitled to a cash bonus of up to
90% of annual base salary based on the achievesheattain performance targets, all determinedheyttoard of directors. If Mr. Baker
voluntarily resigns or is terminated for cause dgiihe period of employment, then he is not emtittereceive any benefit or compensation
following the date of termination. If terminatedthdut cause during his initial term, Mr. Baker rited to severance of an amount equal to
his annual base salary.

Mr. Baker also received an option to purchase gb000 shares of the Company’s common stock akartise price per share of
$1.50 (the “Option”). The Option becomes exercisainually in five equal installments on each effitst five anniversaries of the approval
of the issuance of the Option. The Option provi@gthat, in the event that, prior to the date tteat Option is fully exercisable, (A) there is a
Change of Control (as defined in the employmen¢agrent) or (B) Mr. Baker's employment is terminatgdhe Company without Cause
(defined in the employment agreement), the Optiail ecome fully exercisable as of the date ohsbbange of Control or termination,
provided, however, that, if such termination of Baker's employment occurs within the first eight€&8) months after the date of the
agreement, then only two-fifths (2/5) of the Optairall become fully exercisable as of the datauchgermination; (ii) for piggyback
registration rights; and (iii) that Mr. Baker wittceive a cash payment equal to the Tax Paymeudefased in his employment agreement).

Michael Bielonko Mr. Bielonko’s employment agreement, effective Aff, 2012, provides that Mr. Bielonko will be eropéd as CTk
Chief Financial Officer. The contract has an initexm of three years and shall continue for susiwesone-year periods unless terminated by
either party upon 30 days written notice priortte inniversary/expiration date or terminated pursteacertain events or for cause. Mr.
Bielonko receives an annual base salary of $187 f@fject to annual adjustments at the sole diseref the board of directors. Annually,
Mr. Bielonko is entitled to a cash bonus of up 58®20of annual base salary based on the achieverhentanue targets and EBITDA targets,
all determined by the board of directors. Mr. Biélo is also eligible to receive annually an eqbityius of up to 25% of annual base pay
subject to achieving the same criteria for the dastus. If Mr. Bielonko voluntarily resigns or srtninated for cause during the period of
employment, then he is not entitled to receive lagyefit or compensation following the date of teration. If terminated without cause
during his initial term, Mr. Bielonko is entitled severance of an amount equal to six months dadrimisial base salary. If terminated without
cause subsequently to his initial term, Mr. Bielork entitled to receive severance of an amounalagusix months of his annual base salary.
If Mr. Bielonko is terminated without cause pursuttna change in control, he is entitled to rec@imeamount equal to six months of his
annual base salary in addition to his other severaenefits.

Employee Benefits Plans
Pension Benefits
We do not sponsor any qualified or non-qualifiedgien benefit plans.
Nonqualified Deferred Compensation
We do not maintain any non-qualified defined cdmttion or deferred compensation plans. We sponsax qualified defined

contribution 401(k) plan in which employees of Gilio have reached the age of 18 are eligible faigiaation after completing the earlier
(i) three consecutive months of service or (ii) gear of service may participate.
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Severance Arrangements

Assuming the employment of our named executiveeffi were to be terminated without cause, eacl eeember 31, 2012, the

following individuals would be entitled to paymeirsthe amounts set forth opposite to their namibénbelow table:

Cash Severanct
No Change in Contro Change in Control

Zivi Nedivi $ 225,000 $ 225,00(
Dale Bakel $ 175,000 $ 175,00(
Michael Bielonka $ 93,50( $ 187,00(

We are not obligated to make any cash paymentsesetexecutives if their employment is terminatged$for cause or by death or
disability, other than the payment of accrued ygaid annual salary and bonus, if any, and reingsaent of accrued but unpaid business

expenses.

Assuming the employment of our named executiveef§i were to be terminated without cause or fodgeason, each as of
December 31, 2012, the following individuals woblkel entitled to accelerated vesting of their outditagn stock options and common stock

awards described in the table below:

Value of Equity Awards: Value of Equity Awards:

Termination Without In Connection With a

Cause () Change in Control @
Zivi Nedivi $ 248,66 $ 248,66!
Dale Bakel $ 84,00( $ 84,00(
Michael Bielonka $ 55,99¢ $ 55,99¢

(1) The market price of our common stock on the OTCRBB>ecember 31, 2012 was $2.10 per s
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2012 SUMMARY COMPENSATION TABLE

The following table shows information concerning imnual compensation in 2012 and 2011 for serypicmsded to us by each
person who served as our Chief Executive Officemdu2012 and our two other executive officers dgr2012.

Earned Option All Other Total

Name and Principal Salary Bonus Awards ~ Compensatior Compensatior
Position Year ($) (%) ($) W $) @ ($)

Zivi Nedivi, 2012 337,50( 472,50( 1,989,32 — 2,799,322
President & CEC® 2011 — — — — |
Derek Dunaway 2012 138,45. — — 354,82( 493,27
President & CEC*) 2011 333,44 — — 12,99: 346,43t
Dale Baker 2012 109,89( 105,00( 682,50( — 897,39(
Ccoo®) 2011 — — — — |
Michael Bielonko, 2012 191,31! 19,63¢ — 13,53¢ 224,48t
CFO & Secretan 2011 209,59: — — 13,43¢ 223,03(

(1) The amounts in this column reflect the aggredall grant date fair value of each award compinealccordance with ASC
Topic 718,Compensation-Sock Compensation . This is not necessarily representative of theaaéceived. The executive
officers can only realize value from stock optidirthie market price of Cyalume stock increases alibe exercise price of the
options. The fair value per share is based onicestssumptions included in Note 21 to our auditedrfcial statements for the
year ended December 31, 2012 included in our arrepakt on Form 1-K for the year ended December 31, 2C

(2) Consists of an automobile and gas allowance. FoelDBunaway, it also includes $350,000 of severa

(3) Zivi Nedivi became President & CEO on April 2, 20

(4) Derek Dunaway resigned as President & CEO on Maggt2012, effective April 2, 201,

(5) Dale Baker became COO on September 10, Z
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EQUITY COMPENSATION AWARDS

On September 10, 2012, the Compensation Committée @oard of Directors issued 1,036,104 stockomstto Zivi Nedivi, in
conjunction with his service agreement. These ogtito not fall under the 2009 Omnibus Securitieslanentive Plan.

On September 10, 2012, the Compensation Committéee Board of Directors issued 350,000 stock optito Dale Baker, in
conjunction with his employment agreement. Thed®og do not fall under the 2009 Omnibus Securiied Incentive Plan.

On January 7, 2013, the Compensation CommittelesoBbard of Directors authorized 24,749 stock oyt Michael Bielonko.

OUTSTANDING EQUITY AWARDS AT DECEMBER 31, 2012

Option Awards Stock Awards
Equity Incentive Plan Awards: Equity Incentive Plan Awards:
Market Nur;]fber Market or
Number of Number of vr?lue Off unearned pz;lyout valu&e
securities Number of shares of st aLetshot shares 0 huneartr;]et
underlying underlying stock that shoc at that shares ta
unexercised unexercised Option Option have not ave né) have not ave né)
options (#) options (#) exercise expiration vested veste vested veste
Name exercisable unexercisable price ($) date (#) $)W (#) $)W
Zivi — 1,036,10(2) $ 1.5C 4/2/202: — — —
Nedivi
Dale — 350,00(3) $ 1.5C 9/10/202: — — —
Baker — — — — — —
Michael — = = 8,33{(4) 17,49¢ —
Bielonko — — — — 18,33((5) 38,49¢ —

(1) The market price of our common stock (OTCBB: CYldm) December 31, 2012 was $2.10 per st

(2) These options vest in the following increments:,2@1 on 4/2/2013, 2014, 2015, 2016 and 207,22022@17.
(3) These options vest in the following increments0®@0,on 9/10/2013, 2014, 2015, 2016 and 2!

(4) These restricted shares vested on 1/1/2
(5) These restricted shares vest in the following imenets: 9,167 on 1/1/2013 and 9,166 on 1/1/2
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COM PENSATION PLANS

The following table sets forth, as of DecemberZ112, certain information as to the equity compgasalan of the Company
pursuant to which grants of options, restrictedlstoestricted stock units or other rights to acgshares of the Company’s common stock
may be granted from time to time.

Number of
Securities
Number of Remaining
Securities to Weighted Available for
be Issued Average Future Issuance

Upon Exercise Exercise Price Under Plans
of Outstanding of Outstanding (Excluding

Options, Options, Securities
Warrants or  Warrants and Reflected in
Rights Rights Column (a))
Plan Category (a) (b) (c)
Equity compensation plans approved by securitydrs(®) 1,438,501 $ 3.212 805,58
Equity compensation plans not approved by sechotgiers — — —
Total 1,438,501 $ 3.21 805,58:

(1) This plan is the Company’s Amended 2009 Omnibesurities and Incentive Plan.
(2) Weighted Average exercise price of outstandpitjons; excludes restricted stock.
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SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth, as of April 9, 20X@rtain information as to the stock ownershigioéach person known by the
Company to own beneficially more than five peragithe Company’s Common Stock, (ii) each of the @any’s current directors and those
nominees standing for election, (iii) each of tt@rany’s executive officers, and (iv) the Comparexkecutive officers and directors as a
group. Except otherwise set forth in the notediotable, the business address of each stockhisldér the Company, 96 Windsor Street,
West Springfield, Massachusetts 01089. Informapi@vided as to 5% stockholders other than our eyegle or management is based solely

on forms 13D or 13G filed with the Securities anatliange Commission and subsequent issuances Bothpany.

Shares of common stock which an individual or grbap a right to acquire within 60 days pursuarthéoexercise or conversion of
options, warrants or other similar convertible eridative securities are deemed to be outstandinthe purpose of computing the percentage
ownership of such individual or group, but are de¢med to be outstanding for the purpose of comgtlie percentage ownership of any

other person shown in the table.

The applicable percentage of ownership is base2Dof38,260 shares outstanding as of April 9, 2013.

Amount and

Nature of  Approximate

Beneficial  Percentage of
Name and Address of Beneficial Ownef?) Ownership Common Stocl
Winston J. Churchil®? 1,402,27 6.76%
Alain Dobkin®) 1,064,23 5.1%%
Yaron Eitan® 885,02 4.21%
Jason Epstei® 30,00( *
Andrew Intratei® 22,50( *
John G. Meyer, J() 56,66" *
Zivi Nedivi ®) 207,22: i
Thomas G. Rebd® 205,13 *
James Schlec(19) 3,056,18. 14.7%
James Valentin(11) 83,84¢ *
Dale Bakel 0 0%
Michael Bielonkc(12) 86,83: *
Cova Small Cap Holdings, LL(*) ®) 4,172,22 20.1:%
Kline Hawkes Pacific Advisors, LL(13) 2,325,43. 11.21%
All Directors and Executive Officers as a group amgir affiliates 13,597,57 65.51%

* Less than 1%

(1) The business address of each of our current offieed Directors is 96 Windsor Street, West SpraidfiMassachusetts 010¢

(2) Based on information filed by Winston Churchill finotime to time with the Securities and Exchange @ssion. Consists of |
1,372,277 shares of common stock held directlypgiions to purchase 30,000 shares of common stelckdirectly.

(3) Consists of 1,064,236 shares of common stock oviaye@atalyst Private Equity Partners (Israel) Il loRer which Alain Dobkin he

voting and dispositive powe

(4) Based on information filed by Yaron Eitan from tiritetime with the Securities and Exchange Commissidonsists of (i) 608,9!
shares of common stock held directly, (ii) optidnspurchase 30,000 shares of common stock heldthjir€iii) 241,025 shares
common stock held by Selway Capital, LLI@&r. Eitan is the Manager of Selway Capital, LLC ghg 5,000 shares of common st

held by Mr. Eita’s minor child.
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(5)

(6)

(7)
(8)

(9)
(10)

(11)
(12)
(13)

Based on information contained in a Schedule 13fiéd by GMS Acquisition Partners Holdings, LLC, @ Small Cap Holding
LLC (“Cova”), Jason Epstein, Andrew Intrater, Renova US Holdirtgs Columbus Nova Investments IV Ltd, CN SpecigpOrtunity
Fund Ltd. and CN Credit Opportunities Fund 2d0Tid on August 12, 2009, as well as subsequentarges by us. Mr. Epst
directly holds an option to purchase 30,000 shafemur Common Stock; however, pursuant to a priyategotiated agreement w
Cova, Mr. Epstein has agreed to transfer ownershgl common stock underlying the stock optiorCova upon exercise of the st
option. Cova is an affiliate of Renova U.S. Mamageat LLC, in which Mr. Epstein serves as a Managat participates in a prc
sharing plan. Mr. Epstein disclaims beneficial evahip over the 4,172,221 shares of common stoltk dferecord by Cova. Co
may be deemed to own an aggregate of 5,332,36@ssbéicommon stock by virtue of their having erdeirgo in an Investors Rigt
Agreement with GMS Acquisition Partners Holding$,d, an entity controlled by Cova. Andrew Intrateashvoting and dispositi
power over the shares of common stock held by C@au¢' s business address is 900 Third Avenuet Floor, New York, NY 10022
Includes a stock option to purchase 22,500 shdresromon stock held of record by Mr. Intrater. Casaan affiliate of Renova U.
Management LLC, in which Mr. Intrater serves asNuanaging Partner and participates in a profit isigaplan. Mr. Intrater disclain
beneficial ownership over the 4,172,221 share®ofroon stock held of record by Co

Includes options to purchase 56,667 shares of camstazk held directly

Includes options to purchase 207,221 shares hel8dsy Shore Ventures, LLC, over which Zivi Nedidshvoting and dispositi
power. Does not include options to purchase 828d@res held by East Shore Ventures, LLC which wefour remaining equ
annual increments starting on April 2, 20

Consists of: (i) options to purchase 30,000 shafe®smmon stock held directly and (ii) 175,137 &saof common stock held direct
Consists of: (i) 250 shares of common stock heldody and (ii) 3,055,934 shares of common stockedvby JFC Technologies, LL
over which James Schleck has voting and dispogitbveer.

Consists of: (i) options to purchase 7,500 shafesmmon stock held directly and (ii) 76,346 shavesommon stock held directl
Consists of: (i) 86,831 shares of common stockyluth 26,666 shares vest in various incrementsisgaon January 1, 201

Kline Hawkes business address is 11726 San Vid&mte, Suite 300, Los Angeles, CA 900«
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS
Related Party Debt

In 2011, we incurred a $750,000 line of credit@amjenction with the acquisition of Cyalume Spegi@roducts, Inc. (‘CSP”). The
line of credit accrued interest at an annual r&®96, calculated quarterly, and this interest wadea to the principal amount outstanding on
the line of credit. If CSP’s net working capitas, @efined in the Asset Purchase Agreement (“APd&ifJ,not exceed certain amounts and other
restrictions were not met, CSP could use all oorign of the restricted cash for its general besgpurposes. The amount of restricted cash
that CSP could use was determined as of the Igsbfdavery calendar-year quarter. On any such quarid, the line of credit was required to
be repaid by the amount of CSP’s working capitsidefined in the APA, that was greater than $1/6ani Additionally, any remaining
restricted cash balance in excess of $375,000 Becémber 31, 2012 would be used to repay theofimeedit. As of December 31, 2012, the
line of credit was repaid including accrued intéaasd with the repayment, the line was cancellda: [Ender is a related party due to the
lender being partially owned by James Schleck,aadmember who is also an employee of CSP.

In 2011, CSP entered into a market-based leagadperty in Bound Brook, New Jersey, from Brookdattial Park, LLC, an entity
that is wholly owned by Mr. Schleck, a member of baard and an employee of CSP. The term of the=leapires on August 31, 2016
(subject to renewal options). The monthly rent fdgyainder the lease is $24,000 from Septemberl], #rough August 2013, and thereafter
the rent will be adjusted to reflect the changeavarage cost per square foot as reported by Nekviraght and Frank in their 2nd Quarter
New Jersey Industrial Market Report, Average Askrade for Somerset Count

In 2011, we incurred a $250,000 note payable igurmtion with the acquisition of Combat Trainingl&®ns, Inc. This note bears
interest and has been repaid as of April 5, 2012 dtie date. The lender is a related party dueettenhder being a stockholder.

In 2012, we paid commissions totaling approxima$3$0,125 to China Development Group LLC, whicb@86 collectively owned
by James Schleck and his wife. CSP has engagea Cenelopment Group LLC to source a pharmaceupicaduct sold by CSP, and pays
commissions to China Development Group LLC in conga¢ion for such services.

In 2012, we incurred an unsecured promissory mothé original principal amount of $2,100,000. Timsecured promissory note
accrues interest at the initial rate of 5% per amnwhich rate increases by 1% per month beginningamuary 1, 2014, up to a maximum rate
of 11% (which increased rate is retroactive toitfiigal issuance date), and is payable in full be €arlier of June 30, 2014 or upon the
refinancing of the Company’s existing indebtedrssibject to the availability of at least $5,000,00@vailable credit after such repayment).
The lender is a related party due to the lenderdopartially owned by James Schleck, a board memvheris also an employee of CSP.
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Management Agreement with Board Member

On October 1, 2009, we entered into an agreemehtSglway Capital, LLC (“Selway”) that provides fgut is not limited to) the
following services to be performed by Selway on beinalf:

Strategic development and implementation as watbasultation to our chief executive officer oregular basis as per his
reasonable reques

Identifying strategic partners with companies withich Selway has relationships and access. Irctiigection, Selway will
focus on building partnerships with companies mad§ Singapore, India and Europe. The focus welbh the expansion of our
munitions busines:

Advise and support us on our investor relatiorastsgy;

Advise and support our future fund raising, inchglidentifying sources of capital in the Unitedt8sa and

Support our mergers and acquisitions strategy &dan active role in our due diligence and analysi

The agreement stipulates that these services vib@upierformed by Yaron Eitan, an employee of Selaray a member of our Board
of Directors, with assistance, as needed, fromrath®ployees of Selway. The agreement, which exmire@ctober 1, 2012, was extended
through December 31, 2013. Under the agreemennaemnify Selway and Selway indemnifies us agaiestain losses that could be
incurred while carrying out its obligations undee tagreement. Per the amendment to extend thenagméeSelway’s compensation for these
services is $21,000 per month. We also reimbursgayeor costs incurred specifically on our belfalf these services.

It is the Company’s policy to not enter any trarigac(other than compensation arrangements in tti@ary course) with any
director, executive officer, employee, or principickholder or party related to them, unless aigbd by a majority of the directors having
no interest in the transaction, upon a favoraldememendation by the Audit Committee (or a majooityts disinterested members).
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REPORT OF THE AUDIT COMMITTEE

The Audit Committee assists the Board of Directongroviding oversight of the systems and procesluedating to the integrity of
the Company’s financial statements, the Compangantial reporting process, its systems of inteatalounting and financial controls, the
annual independent audit process of the Compamyigal financial statements, the Company’s compéanith legal and regulatory
requirements and the qualification and independehtige Company’s independent registered publioawcting firm. Management has the
responsibility for the implementation of these wtigs. In fulfilling its oversight responsibilitg the Audit Committee reviewed and discussed
with management the audited financial statementiserCompany’s Annual Report on Form 10-K for tisedl year ended December 31,
2012, including a discussion of the quality andaheeptability of the Company’s financial reportaagd controls.

The Company’s independent registered public ac@ogifitm is responsible for expressing an opiniantioe conformity of those
audited financial statements with U.S. generallsepted accounting principles. With respect to tiditaof the Company’s financial
statements for the year ended December 31, 204 Autit Committee has reviewed and discussed tHeeglfinancial statements with
management; has discussed with the Company’s indepé registered public accounting firm the matterpiired to be discussed by the
Statement on Auditing Standards No. 61, as ame(®&PA, Professional Standards, Vol. 1, AU sect88®), as adopted by the Public
Company Accounting Oversight Board in Rule 32007¢ has received the written disclosures and therl&bm the independent registered
public accounting firm required by applicable re@guients of the Public Company Accounting Oversigpeird regarding the independent
registered public accounting firm’s communicatievith the Audit Committee concerning independenae lzes discussed with the
independent registered public accounting firm tidependent registered public accounting firm’s pedelence.

Based on these reviews and discussions, the Awditndittee recommended to the Board of Directorsttiefwudited financial
statements be included in the Company’s annuaktepmo-orm 10-K for the fiscal year ended Decen8igr2012.

The members of the Audit Committee are: Thomas &baR (Chairman) and Yaron Eitan.
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Principal Accountant Fees and Services

On May 14, 2012, the Audit Committee of the Boatr@wectors of Cyalume Technologies Holdings, Iftioldings”) appointed
BDO USA, LLP as Holdings’ independent registerefdljmuiaccounting firm.

On November 28, 2011, the Audit Committee of tharBloof Directors of Cyalume Technologies Holdings, (“Holdings”)
approved the engagement of Grant Thornton LLP addifigs’ independent registered public accountimgnfiAlso on November 28, 2011,
Holding’s Audit Committee accepted the resignatidéiCCR LLP as Holdings’ independent public accoahtdhe change was a result of
Grant Thornton LLP’s acquisition of certain assatd practices of CCR LLP on December 1, 2011.

BDO USA, LLP’s report on our consolidated financttements for the fiscal year ended Decembe2@1L2 (i) did not contain an
adverse opinion or a disclaimer of opinion or\{igs not qualified or modified as to uncertaintygiascope, or accounting principles.
Additionally, during the fiscal year ended DecemB&y 2012 and through March 26, 2013 there werdisegreements with BDO USA, LLP
on any matter of accounting principles or practifesncial statement disclosure, or auditing scopprocedure, which, if not resolved to the
satisfaction of BDO USA, LLP, would have caused BDOA, LLP to make reference to the matter in tegorts. None of the “reportable
events” described in Item 304(a)(1)(v) of Regulat®K of the Securities and Exchange Commissian&srand regulations have occurred
during the fiscal year ended December 31, 2012kmodigh March 26, 2013.

During the fiscal year ended December 31, 2012tlarmigh March 26, 2013, neither Holdings nor anyacting on its behalf
consulted BDO USA, LLP regarding (i) the applicatiaf accounting principles to a specified transagteither completed or proposed, or the
type of audit opinion that might be rendered onditals’ consolidated financial statements, and BD&AULLP did not provide either a
written report or oral advice to Holdings’ that wasimportant factor considered by Holdings in héag a decision as to any accounting,
auditing, or financial reporting issue, (ii) any ttea that was either the subject of a disagreem@&htBDO USA, LLP, which, if not resolved
to the satisfaction of BDO USA, LLP, would have sad BDO USA, LLP to make reference to the matténéir reports, or a “reportable
event” as described in Item 304(a)(1)(v) of Redalat-K of the SEC’s rules and regulations.

Grant Thornton LLP’s report on our consolidatedhfinial statements for the fiscal year ended DeceBithe2011 (i) did not contain
an adverse opinion or a disclaimer of opinion Drvas not qualified or modified as to uncertairaydit scope, or accounting principles.
Additionally, during the fiscal year ended DecemB&y 2011 and through May 14, 2012 there were sagieements with Grant Thornton
LLP on any matter of accounting principles or piceg, financial statement disclosure, or auditiogpe or procedure, which, if not resolved
to the satisfaction of Grant Thornton LLP, would/é@aused Grant Thornton LLP to make referenckdoartatter in their reports. None of 1
“reportable events” described in Item 304(a)(1f/Regulation S-K of the Securities and Exchangm@dssion’s rules and regulations have
occurred during the fiscal year ended Decembe2@11 and through May 14, 2012.

During the fiscal year ended December 31, 2011tlrmigh May 14, 2012, neither Holdings nor anyocting on its behalf
consulted Grant Thornton LLP regarding (i) the &gtlon of accounting principles to a specifiech8action, either completed or proposec
the type of audit opinion that might be renderedHoidings’ consolidated financial statements, and Grant Tlorht P did not provide eith:

a written report or oral advice to Holdings’ thaasvan important factor considered by Holdings achéng a decision as to any accounting,
auditing, or financial reporting issue, (ii) any ttea that was either the subject of a disagreemi@htGrant Thornton LLP, which, if not
resolved to the satisfaction of Grant Thornton LiwBuld have caused Grant Thornton LLP to make eefes to the matter in their reports, or
a “reportable event” as described in Item 304(&)y}10f Regulation S-K of the SEC's rules and retjolss.

BDO USA, LLP audited our consolidated financialtstaents for the year ended December 31, 2012 aaat Ghornton LLP audite

our consolidated financial statements for the yealed December 31, 2011. BDO USA, LLP is our ppacaccountant as of December 31,
2012.
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A representative of BDO USA, LLP is expected taabailable during the Annual Meeting, with the ofgpaity to make a statement,
if he or she desires to do so, and is expectee @vhilable to respond to appropriate questions.

The following table sets forth the aggregate faksdby (i) BDO USA, LLP for professional servicesndered during the fiscal year
ended December 31, 2012 and (ii) Grant Thornton fdrtprofessional services rendered during theafigear ended December 31, 2011:

2012 2011
Audit fees®) $259,00( $296,00(
Audit-related fee(? - -
Tax fee<® = -
All other fees® - -
Total fees $259,00( $296,00(

(1) Audit fees were primarily related to our fingalstatement audits, related quarterly reviewsrawiew of various SEC Forms
filed during the perioc

(2) There were no fees for au-related services provided during the peifrom either firm.
(3) There were no tax related services provided duhiegperiod from either firm

(4) There were no other services provided during thim@gdrom either firm.

Pre-Approval Policies and Procedures

In accordance with the SEC’s auditor independentssy the Audit Committee has established theioiig policies and procedures
by which it approves in advance any audit or pesibie non-audit services to be provided to us hyimdependent registered public
accounting firm:

« Prior to the engagement of the independent regidtpublic accounting firm for any year’s audit, mgament submits to the Audit
Committee for approval lists of recurring auditdarelated, tax and other services expected tprbeided by the independent
registered public accounting firm during that yéldre Audit Committee adopts pre-approval scheddéssribing the recurring
services that it has pre-approved, and is inforored timely basis, and in any event by the nextdaled meeting, of any such
services rendered by the independent registerelit@adzounting firm and the related fe

» The fees for any services listed in a pgproval schedule are budgeted, and the Audit Cttesniequires the independent registe
public accounting firm and management to repontadees versus the budget periodically throughiogityear. The Audit
Committee will require additional pre-approval ifoimstances arise where it becomes necessangamerhe independent
registered public accounting firm for additionahdees above the amount of fees originally pre-appd. Any audit or non-audit
service not listed in a p-approval schedule must be separatel-approved by the Audit Committee on a «-by-case basis

« Every request to adopt or amend a pre-approvadsd@er to provide services that are not listed pre-approval schedule must
include a statement by the independent registanbtiqpaccounting firm as to whether, in their vigive request is consistent with
the SECS rules on auditor independence. All of the sessidescribed under the caption Principal Accounftasts and Services wi
pre-approved
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» The Audit Committee will not grant approval for:
« any services prohibited by applicable law or by arlg or regulation of the SEC or other regulatioogly applicable to us;

« provision by our independent registered public aating firm of strategic consulting services of tiipe typically provided
by management consulting firms;

- the retention of the independent registered pwdaounting firm in connection with a transactioitigly recommended by
the independent registered public accounting fthma,tax treatment of which may not be clear undernternal Revenue
Code and related regulations and which it is reaisiento conclude will be subject to audit procedutering an audit of our
financial statement:

» Tax services proposed to be provided by the inddpetregistered public accounting firm to any of dinectors, officers or
employees who is in an accounting role or finan@gbrting oversight role must be approved by thdidACommittee on a case-by-
case basis where such services are to be paig fos,kand the Audit Committee will be informed ofyaservices to be provided to
such individuals that are not to be paid for by

« In determining whether to grant pre-approval of anp-audit services in the “all other” categorye thudit Committee will consider
all relevant facts and circumstances, includingftfiewing four basic guidelines

« whether the service creates a mutual or conflidtieyrest between the independent registered pabtiounting firm and u
« whether the service places the independent regisarblic accounting firm in the position of auddihis or her own work;

« whether the service results in the independensteigid public accounting firm acting as manageraeah employee of
ours; anc

« whether the service places the independent regésfarblic accounting firm in a position of beingavocate for us.
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ELECTION OF DIRECTORS
PROPOSAL NO. 1

The Board of Directors, upon recommendation fromNominating and Corporate Governance Committeenbaninated Winston
Churchill, Alain Dobkin, Yaron Eitan, Jason Epstedmdrew Intrater, John G. Meyer, Jr., Zivi NediVhomas G. Rebar, James Schleck and
James Valentine for election as directors to sant# the next annual meeting of stockholders dil timeir successors are elected and shall
qualify. It is intended that the accompanying prewf be voted for the election, as directors, lné ten nominees, unless the proxy contains
contrary instructions.

The Company has no reason to believe that anyeafitiminees will not be a candidate or will be uadblserve. However, in the
event that any of the nominees should become umathlewilling to serve as a director, the perscamed in the proxy have advised that they
will vote for the election of such person or peisas shall be designated by the directors.

If a quorum is present at the annual meeting,éhenbminees for director receiving a plurality fod tvotes properly cast for the
election of directors at the annual meeting willhected to our Board of Directors.

Our Board of Directors recommends that you vote FORhe election of Winston Churchill, Alain Dobkin, Yaron Eitan, Jason
Epstein, Andrew Intrater, John G. Meyer, Jr., Zivi Nedivi, Thomas G. Rebar, James Schleck and James ¢atine to our Board of
Directors.

The following pages set forth the names, ages &rdtdr start dates of the nominees to the Boaidigctors, their respective
principal occupations or brief employment histooy the past five years and the names of other glyltield companies of which each serves
or has served as a director during the past fiegsye

Winston Churchill , 72, has been our Chairman of the Board since 208% and was our Secretary from June 2007 through
December 2008. Mr. Churchill has been a membeG# Brivate Equity Management Company, LLC sinceD26@om 1993 to the present
he has been the President of CIP Capital Manageimenta management company, and Chairman of @ital, Inc., an investment
company and a director of both. He is currentlyige®or of Innovative Solutions and Support, IlRASDAQ: ISSC), a company engaged in
the design, manufacture, and sale of flight infdfaracomputers, flat panel displays, and monitosggtems; Amkor Technology, Inc.
(NASDAQ: AMKR), a supplier of semiconductor packagiand test services and Griffin Land & Nurserlas, (NASDAQ: GRIF), a real
estate and landscape nursery business. Mr. Chiuschipast director (2000-2007) of Auxilium Phaceaticals, Inc. (NASDAQ: AUXL), a
company that develops and commercializes pharmiaeéptoducts for urologic and sexual health digesd Mr. Churchill holds a B.S. in
Physics, Summa Cum Laude, from Fordham UniveraityMA in Economics from Oxford University, where lwvas a Rhodes Scholar, and a
JD law degree from Yale Law School. We believe MatChurchill's extensive leadership, business financial experience qualify him to
serve as a director.

Alain Dobkin , 39, has been our Director since March 2013. Mbiin is a Managing Partner and has served ondheltof
directors of Catalyst Investments since 2012, dsal serves as a director of certain private congsaini Catalyst's portfolio. Prior to joining
Catalyst Investments, Mr. Dobkin was an InvestnBartker with Citigroup, Inc. from 2000 to 2012 inthdNew York and Tel Aviv, and mo
recently served as Director of Investment BankimgGitigroup’s Israel operations. Mr. Dobkin was@hb Financial Analyst with investment
bank Robert W. Baird & Co. Incorporated in Chicdigmm 1998 to 2000. Mr. Dobkin has served as ansaghin connection with capital
raising and M&A transactions with an aggregate galtimore than $40 billion. Mr. Dobkin graduatedhionors from York University of
Toronto with a Bachelor of Pure and Applied Scie(@8c). We believe that Mr. Dobkisleadership, financial and global business expee
qualify him to serve as a director.
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Yaron Eitan , 56, has been our Vice Chairman of the Board ddemember 2008 and was our Chief Executive Offeaet President
from May 2006 through December 2008. In 1998, Miarizfounded Selway Partners LLC, a holding compacysed on technology
investments, and has been its President and Chesfufive Officer since that time. From July 2002he present, Mr. Eitan has been a
member of SCP Private Equity Management Compang, la_private equity and venture capital managemamipany. Mr. Eitan is the
Chairman and/or board member of several privatelg-technology companies. Mr. Eitan holds an M.BrAm the Wharton School of
Business of the University of Pennsylvania. Weéwithat Mr. Eitars leadership, business and technology experieraéyghim to serve a
a director.

Jason Epstein , 39, has been our Director since December 2008Elgstein has been a Senior Partner of Columbus Nimee 200:
He is currently a Director of Deerfield Capital o(NASDAQ: DFR), a company engaged in investmeahagement and other investing
activities. Mr. Epstein received his B.A. from Tauftniversity in 1996 and currently serves on th&sTBoard of Overseers. Mr. Epstein is
of Cova'’s two designees to the Board of Direct@vs. believe that Mr. Epstein’s leadership and bussrexperience qualify him to serve as a
director.

Andrew Intrater , 51, has been our Director since September 2009lntater is theCEO and Senior Managing Partner of Colurr
Nova and serves on the Executive and Investmenin@tiees for Columbus Nova. Mr. Intrater also sermeghe Board of Directors f
Deerfield Capital Corp. (NASDAQ: DFR), a companygaged in investment management and other inveattigties . Mr. Intrater served
on the Board of Directors (2007 — 2011) for HQ Simgtble Maritime Industries, Inc. (AMEX: HQS), antégrated aquaculture and aquatic
product processing company, with operations bas€thina's South Sea. Mr. Intrater completed his B.€hemical Engineering at the
Rutgers University College of Engineering and gegdistudies in Materials Science at the Columbiaéisity School of Mines. Mr. Intrater
is one of Cova’s two designees to the Board of @mes. We believe that Mr. Intrater’s leadershipbgl and business experience qualify him
to serve as a director.

John G. Meyer, Jr., 68, has been our Director since June 2011. Mygdvibas been since 2003, a Director of The AlliedeDse
Group, Inc. (OTCQB: ADGI), a multinational defersgsiness, which prior to the sale of substantialllyts assets, was focused on the
manufacture and sale of ammunition and ammunittaeted products for use by the U.S. and foreigreguwents. He was also the Chief
Executive Officer of Heckler & Koch, a German snaiins manufacturing company, from June 2005 to AugQ07; and the Chief Executi
Officer of The Allied Defense Group, Inc. from Ju2@03 to June 2005. Prior to his business careerMdyer served in the United States
Army as its most senior Public Affairs Officer arediring as a Major General. Mr. Meyer receivedacBelor's degree from Florida State
University and a Masters Degree from Sam HoustateSiniversity. Mr. Meyer has served as the chetative officer and director of
several defense industry companies and his milllackground provides the Board with relevant induskperience, which we believe
qualify him to serve as a director.

Zivi Nedivi , 54, has been our Director since June 2012 anbdes our President and Chief Executive Officecssifipril 2, 2012
and has been our Director since June 2012. Mr.\Wedis a special advisor from January 2009 to Sepéz 2011 and the CEO from March
2008 to December 2008 for Axiom Investment AdvistisC, a hedge fund specializing in currenciesoPto that, from December 2006 to
March 2008, he was the COO of Lumenis Ltd, a glé&adier in medical and aesthetic lasers and lighéd technology. Mr. Nedivi was the
President and CEO of Kellstrom Aerospace, LLC ratustry leader in the airborne equipment segmdritsednternational aviation services
aftermarket and its predecessor company, Kellstrmhastries, from 1990 to 2005. He continues tos@wan observer on Kellstrom
Aerospace's board of directors. Prior to his bussireareer, Mr. Nedivi served as ad%-fighter pilot in the Israeli Air Force, where againel
the rank of Major. He is a graduate of the IsraielFrce Academy and holds a Bachelor's degre@sinkess administration from California
Coast University. Mr. Nedivi has served as the fohiecutive officer of several defense industry pamies and his military background
provides the Board with relevant industry experenehich we believe qualify him to serve as a doec
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Thomas G. Rebar , 50, has served as our Director since August 2B07Rebar has been a Partner of SCP Private Equity
Management, LLC since 1996. Mr. Rebar is curreatlyirector of several privately-held companies. Riebar has served as the chair of our
audit committee since January 2009. Mr. Rebar vecehis B.S. summa cum laude from the Universit@afanton and an M.B.A. from New
York University Graduate School of Business Admtiasison. We believe that Mr. Rebar’s leadershigsibess and financial experience
qualify him to serve as a director.

James Schleck , 44, has served as our Director since Decembe2.20d. Schleck has been the President of Cyaluneeigty
Products, Inc., a wholly-owned subsidiary, sincpt&amber 2011 when his former company, JFC TechiedpgLC was acquired by
Cyalume. At JFC he served in various capacitiekidicg President and CEO for over 17 years. Mr|&this a former Army Officer and is
graduate of the U.S. Army's Airborne, Air AssauitiadRanger Schools. Mr. Schleck holds a BS degms the United States Military
Academy, an MBA from Columbia University and an M.ttEom Rutgers University. We believe that Mr. Saiid's leadership, business and
financial experience qualify him to serve as actoe

James Valentine, 66, has been our Director since November 2011 Mdlentine is the President and Chairman of Vatens
Company. His particular expertise involves the aimgation, governance and financing of emerging ghosompanies involved in technology
infrastructure and services. He has served iniatyasf key management positions as well as a firarand investor. His previous experiel
has included being the Chief Executive Officer @fSNetworks LTD, a company providing IP servicesagiiobal basis, being the Chief
Executive Officer of North American Wireless Incg@mpany engaged in the design, construction ardatipn of nationwide wireless
infrastructure services. Mr. Valentine was a Gelneaatner of Montgomery Securities, serving as Mgmg Director of the Corporate Finar
Technology Group. Mr. Valentine serves on the beafddirectors of Hi Tech Services, Inc., NextGathnology Services, LLC, Tri Alpha
Energy Inc. and Wireless Project Development Cafon. He serves on the Advisory Boards of Klineuwkas California, LP; Kline Hawkes
California SBIC, LP, and Kline Hawkes Pacific, Lir. Valentine practiced law in San Francisco spetig in financial transactions. Mr.
Valentine received his B.A. with High Honors frohetUniversity of Florida and his Juris Doctor frétarvard Law School. Mr. Valentine is
Kline Hawkes designee to the Board of Directors. Wkeve that Mr. Valentine’s leadership, globatl dusiness experience qualify him to
serve as a director.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR” THE ELECTION OF EACH OF THE
ABOVE NOMINEES .
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AMENDMENT OF THE CERTIFICATE OF INCORPORATION
TO INCREASE THE TOTAL NUMBER OF SHARES OF COMMON ST OCK WHICH THE
COMPANY SHALL HAVE AUTHORITY TO ISSUE FROM 50,000,0 00 TO 100,000,000

PROPOSAL NO. 2
Background

Our Fifth Amended and Restated Certificate of Ipooation currently authorizes the Company to isstetal of 50,000,000 shares
of common stock. On March 19, 2013, our Board apgdcan amendment to the Certificate of Incorporat@mauthorize an additional
50,000,000 shares of common stock, subject to camstaxkholder approval.

Our Board has unanimously determined that this amemt is advisable and in the best interests o€ttrapany and its
stockholders, and has submitted this amendmersg tmted on by our stockholders at the Meeting.

Proposed Amendment

Our Board is proposing to amend the certificatanobrporation to increase the authorized sharesmipEommon stock from
50,000,000 shares to 100,000,000 shares, as nilyreiéscribed below. Other than the proposed irsgea the number of authorized shares
of common stock, this amendment is not intendedadify the rights of existing stockholders in angterial respect.

Under Delaware law, we are only permitted to issugres of our capital stock to the extent sucheshaave been authorized for
issuance under the Certificate of Incorporatiore Tertificate of Incorporation currently authorizke issuance of up to 50,000,000 shares of
common stock and up to 1,000,000 shares of prefatork.

As of April 9, 2013, we had 20,738,260 sharesasfimon stock outstanding and no shares of prefatoak outstanding. If our
stockholders approve this amendment, we will flersamendment with the Delaware Secretary of $rataptly after the Meeting. If this
amendment is not approved by our common stockhs)dee certificate of incorporation will not be amded in this respect and our author
common stock will remain the same.

If this proposal is approved by stockholdersjdetFourth of the Certificate of Incorporation lwiéad in its entirety as follows:

“FOURTH: The total number of shares of all classksapital stock which the Corporation shall hautharity to issue is
101,000,000 of which 100,000,000 shares shall bamwon stock of the par value of $.001 per share ifi@on Stock”) and 1,000,000 shares
shall be preferred stock of the par value of $.p@dshare (“Preferred Stock”).

(A)  Preferred Stock. The Board is expressnggd authority to issue shares of the PreferreckSin one or more series, and to
fix for each such series such voting powers, fulimited, and such designations, preferences aladive, participating, optional or other
special rights and such qualifications, limitatimwgestrictions thereof as shall be stated andesged in the resolution or resolutions adopted
by the Board providing for the issue of such sef@e®referred Stock Designation”) and as may benfited by the GCL. The number of
authorized shares of Preferred Stock may be ineceasdecreased (but not below the number of shieesof then outstanding) by the
affirmative vote of the holders of a majority oktlioting power of all of the then outstanding sharkthe capital stock of the Corporation
entitled to vote generally in the election of diges, voting together as a single class, withosgarate vote of the holders of the Preferred
Stock, or any series thereof, unless a vote ofsaici holders is required pursuant to any Prefestedk Designation.

(B) Common Stock. Except as otherwise requingthw or as otherwise provided in any Preferrgxtis Designation, the holders
of the Common Stock shall exclusively possessailhg power and each share of Common Stock sha# bae vote.”
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Reasons for the Amendment

As of April 9, 2013, a total of 20,738,2€l0ares of the Company's currently authorized 500@@0shares of common stock w
issued and outstanding and approximately 6,320s8a4es were reserved for issuance pursuant to0@@ @mnibus Securities and Incentive
Plan and other outstanding equity-linked securitesving approximately 22,940,886 shares of ounmoon stock currently unreserved and
available for future use.

Our Board believes it is desirable to imsethe number of authorized shares of common gtamider to provide the Company
with adequate flexibility in corporate planning astdategies. The availability of additional autlzed shares of common stock could be used
for a number of purposes, including corporate faiag, public or private offerings of common stofikture acquisitions, stock dividends,
stock splits, strategic relationships with corpenadirtners, stock options, and other stock-basegbensation. The availability of additional
authorized shares of common stock is particulamgartant in the event that our Board needs to uaklerany of the foregoing actions on an
expedited basis and thus to avoid the time andresepef seeking stockholder approval in connectiih the contemplated issuance of
common stock. There are currently no plans, agraente understandings regarding the issuance obgthe additional shares of common
stock that would be available only if this propoisahpproved. Further, our proposed increase imeomstock is not in response to efforts by
any party to acquire or gain control of the Compauych additional authorized shares may be issureslith purposes and for such
consideration as our Board may determine withorhér stockholder approval, unless stockholder egdris required by applicable law or
the rules of any stock exchange on which our sgesininay be listed.

Effects of the Authorization of Additional Common Sock on Holders of Common Stock

The increase in authorized shares of common stdtket have any immediate effect on the rightoof stockholders. Although the
additional authorized shares of common stock vatlehange the voting rights, dividend rights, l@ation rights or any other stockholder
rights, our Board will have the authority to issagglitional shares of common stock without requifunigire stockholder approval of such
issuances, except as may be required by applitabler the rules of any stock exchange on whichseaurities may be listed. The issuance
of additional shares of our common stock will dasethe relative percentage equity ownership otommon stockholders, thereby diluting
the voting power of their common stock, and, depandn the price at which the additional sharesisseed, may also be dilutive to the
earnings per share of the common stock. The hotifesar common stock have no preemptive rights@nmBoard has no plans to grant such
rights with respect to any such shares. The awhition of additional shares of common stock coldd have an anti-takeover effect, in that
additional shares could be issued in one or marestictions that could make a change in contralaaver of the Company more difficult or
by the issuance of additional shares to certaiaguer allied with the Company’s management thatccmake it more difficult to remove such
persons.

Required Vote
Approval of the amendment to our Certificaf Incorporation to increase the number of autledrshares of common stock

from 50,000,000 shares to 100,000,000 shares e=gthie affirmative vote of the holders of a majoat the outstanding shares of the
Company’s common stock as of the Record Date. issalt, abstentions will have the effect of a VABR&SAINST" this proposal. As we
believe this proposal would be classified as aineutem, we expect banks, brokers and nomineddwipermitted to use their discretion to
vote shares for which voting instructions are nddrsitted with respect to this proposal so no brai@r-votes are expected for this proposal.
Recommendation

Our Board of Directors recommends that you vote FORhe amendment of the Company’s Certificate of Incgoration to
increase the number of authorized shares of commastock from 50,000,000 shares to 100,000,000 shares.
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AMENDMENT OF THE CERTIFICATE OF INCORPORATION
TO ELIMINATE STOCKHOLDER ACTION BY WRITTEN CONSENT  UNLESS
OTHERWISE APPROVED IN ADVANCE BY THE BOARD OF DIREC TORS

PROPOSAL NO. 3
Background

Our Bylaws provide that, unless such right is atiated or restricted by our Certificate of Incorpiana, any action required or
permitted to be taken by stockholders at a meetiag be taken without notice, without a meeting attiout a stockholder vote if a written
consent setting forth the action to be taken inaiigby the holders of outstanding shares of stagknly the requisite number of votes that
would be necessary to authorize the action at dingeef stockholders at which all shares entitieddte were present and voted. Our
Certificate of Incorporation currently does non@hate or otherwise restrict the right of stocklewkito act by written consent without a
meeting. On March 19, 2013, our Board approvedna@nament to the Certificate of Incorporation tondtiate the right of stockholders to act
by written consent without a meeting, unless th®ado be effected by written consent of stockleoddand the taking of such action by
such written consent have expressly been appraovadviance by the Board.

Our Board has unanimously determined that this amemt is advisable and in the best interests o€ttrapany and its
stockholders, and has submitted this amendmerd tated on by our stockholders at the Meeting.

Proposed Amendment

Our Board is proposing to amend the certificatenobrporation to eliminate the right of stockholsléo act by written consent
without a meeting, unless the action to be effebtedritten consent of stockholders and the takihguch action by
such written consent have expressly been appravadviance by the Board

If this proposal is approved by stockholders, tfving new paragraph will be added to Article SBX of the Certificate of
Incorporation;

“E.  Except as may be otherwise provided inapplicable Preferred Stock Designation with respeany series of Preferred
Stock, no action that is required or permittededdken by the stockholders of the Corporatiomgtemnual or special meeting
of stockholders may be effected by written congérstockholders in lieu of a meeting unless théadb be effected by written consent of
stockholders and the taking of such action by sudtten consent have expressly been approved iaramvby the Board of Directors.”

Reasons for the Amendment

The principal advantage of permitting stockholderact by written consent is that it minimizes time needed to effect corporate
actions that require stockholder approval by alfgpthe company to obtain such approval in writirithaut having to incur the costs and ti
the time required to call a special meeting. TharBphowever, believes that it is important to galleof the Company’s stockholders the
opportunity to participate in determining any preed action of stockholders and to allow the Boheddpportunity to give advance
consideration to, and to give the stockholderset®@mmendation with respect to, any such propostdna The Board is proposing this
amendment to prohibit shareholder action in liea afeeting, except in cases where the Board exprasgroves the taking of a particular
action by written consent in advance, because treedBbelieves it is appropriate to prevent the ésdaf a majority of outstanding voting
securities from potentially taking unannouncedactnd from using the written consent procedutake action affecting the rights of all of
the Company'’s stockholders without such action dpéitly considered by all of the Company's stockleot at a formal meeting of
stockholders. The proposed No Written Consent Biawicould also avoid confusion and disruption pudlicly-held corporation with over
20 million outstanding shares. Without this amendineaultiple groups of stockholders would be ablsalicit written consents at any time
and as frequently as they choose on a range addssome of which may be duplicative or conflictiipis could lead to a chaotic state of
corporate affairs. The Board believes that, by [éing stockholder action by written consent whtre action to be effected by
written consent of stockholders and the takingughsaction by such written consent have expresstntapproved in advance by the Board,
the Company would preserve the principal advantdgermitting stockholders to act by written cortsen
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The proposal is also intended to protect the Compan its stockholders from unfair or coercive taker tactics. As part of a hostile
takeover attempt, hostile bidders often attemotoe a response by a target company through thoeatttempts to secure stockholder action
without a meeting, which may not provide the baafrdirectors of the target company with a reasamalplportunity to consider whether such
hostile bid or stockholder proposal is in the betgrests of the stockholders of the target comp@hg proposal is intended to remove the
Company’s vulnerability to such tactics and to eaghat appropriate takeover bids can be considaradieliberate, proper and fully
informed manner. The Board believes that the Coryiparorporate governance policies obviate the rieedtockholders to act by written
consent. Our corporate governance policies enbkatdtie Board is held accountable and provide simldiers with access to the Board and
opportunity to submit proposals for approval atwairmeetings.

Effects of the Authorization of Additional Common Sock on Holders of Common Stock

The proposed amendment will prevent stockholdens fraking action other than at an annual or spec@dting of stockholders,
except for cases where the action to be effectedrliten consent of stockholders and the takinguath action by such written consent have
expressly been approved in advance by the Boandsé@mently, if this proposed amendment is apprabedCompany's stockholders, or a
group of the Company's stockholders, would in galmes longer have the ability to take corporatéomobther than at annual or special
meetings of the stockholders.

The proposed amendment could have a potentiata@nver effect and might render more difficuld@courage a merger, tender
offer, proxy contest or change in control and #mmaval of management, which stockholders mightrettse deem favorable. The proposed
amendment, if adopted, may be disadvantageousdktwilders to the extent that it has the effectedfiying or discouraging a future takea
attempt that is not approved by the Board but whichajority of the stockholders may deem to béairtbest interests. The proposed
amendment is not being proposed in response taid@ypt to acquire control of the Company, to abtapresentation on the Company’s
Board, or to take significant corporate action, #relCompany is not aware of any such plans.

Required Vote

Approval of the amendment to our Certificate ofdmoration requires the affirmative vote of thedesk of a majority of the
outstanding shares of the Company’s common stock tie Record Date. As a result, abstentionshvalle the effect of a vote "AGAINST"
this proposal. As we believe this proposal wouldtlssified as a routine item, we expect bankskdmand nominees will be permitted to
use their discretion to vote shares for which \giimstructions are not submitted with respect ts ginoposal so no broker non-votes are
expected for this proposal.
Recommendation

Our Board of Directors recommends that you vote FORhe amendment of the Company’s Certificate of Incgoration to
eliminate stockholder action by written consent uréss otherwise approved in advance by the board oirdctors.
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AMENDMENT OF THE CERTIFICATE OF INCORPORATION
TO REQUIRE A SUPER-MAJORITY VOTE TO AMEND
CERTAIN PROVISIONS OF THE CERTIFICATE OF INCORPORAT ION

PROPOSAL NO. 4

Background

Currently, the provisions of our Certificate of tmporation can be amended by the affirmative v majority of the outstanding
shares of our common stock. On March 19, 2013Board approved an amendment to the Certificat@a@drporation to require the
affirmative vote of at least two-thirds of the vaipower of the shares of the then outstandingqigattock of the Company, voting together as
a single class, to amend, repeal or adopt any gimns inconsistent with the following provisionsaafr Certificate of Incorporation:

« Paragraph (B) of Article SIXTH, which grants to tBeard the power, without the assent or vote ofstbekholders, to
make, alter, amend, change, add to or repeal th@MByof the Company, as provided in the Byla

« Proposed paragraph (E) of Article SIXTH which, pipaoved pursuant to Proposal No. 3, would elimirtiageability of
stockholders to act by written consent without a&timg in most circumstances; a

« Proposed paragraph (F) of Article SIXTH which, pjproved pursuant to this Proposal No. 4, would irecghe vote of two-
thirds of the voting powe

Our Board has unanimously determined that this amemt is advisable and in the best interests o€ttrapany and its
stockholders, and has submitted this amendmerg tmted on by our stockholders at the Meeting.

Proposed Amendment

The proposed amendment would require the affirreatte of at least two-thirds of the voting powette shares of the then
outstanding voting stock of the Company, votingetbgr as a single class, to amend, repeal or ahypgprovisions inconsistent with certain
provisions of our Certificate of Incorporation.

If this proposal is approved by stockholders, tikofving new paragraph will be added to Article IBX of the Certificate of
Incorporation:

“F.  Notwithstanding any other provision ofglifth amended and restated certificate of incoapon (as amended) or the by-laws
of the Corporation and in addition to any affirmativote of the holders of any particular classesies of stock of the Corporation required by
applicable law, this fifth amended and restatedifa@te of incorporation (as amended), any Pref@iBtock Designation, or the tgws of the
Corporation, the affirmative vote of the holdersabfeast 662/3% of the voting power of the shares of the thetstanding voting stock of tt
Corporation, voting together as a single clasd| beaequired to amend, repeal or adopt any pronssinconsistent with, paragraphs B or E,
or this paragraph F, of this Article SIXTH of tHith amended and restated certificate of incorfiora(as amended).”
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Reasons for the Amendment

The Board considers a requirement of a two-thirdfonity vote to amend the specified provisionshaf Certificate of Incorporation
to be preferable to a simple majority vote requigabrsince it ensures that there is a broad stodkhslupport and a clear stockholder man
in order to revise or remove the applicable provisi

Required Vote

Approval of the amendment to our Certificate ofdmoration requires the affirmative vote of thedesk of a majority of the
outstanding shares of the Company’s common stock tie Record Date. As a result, abstentionshvalle the effect of a vote "AGAINST"
this proposal. As we believe this proposal wouldlassified as a routine item, we expect bankskdnoand nominees will be permitted to
use their discretion to vote shares for which \gftirstructions are not submitted with respect te fitoposal so no broker non-votes are
expected for this proposal.
Recommendation

Our Board of Directors recommends that you vote FORhe amendment of the Company’s Certificate of Incgporation to
require a super-majority vote to amend to amend cedain provisions of the Certificate of Incorporation.
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AMENDMENT TO THE
2009 OMNIBUS SECURITIES AND INCENTIVE PLAN

PROPOSAL NO. 5
Background

On March 19, 2013, our Board adopted an amendtoenir 2009 Omnibus Securities and Incentive Piaa ‘(Plan”). If approved
by our stockholders, the proposed amendment tBldne would increase the aggregate number of sloéi@as common stock that may be
issued under the Stock Incentive Plan from 2,0@Ddg)Gres to 2,650,000 shares (an increase of @b6tG0es).

Our Board has unanimously determined that thisraiment is advisable and in the best interestseo€ompany and its
stockholders, and has submitted the amendmentvoted on by our stockholders at the Meeting.

Amendment

Our Board is proposing the approval of the amendrtethe Plan to increase the aggregate numbédrases of our common stock
that may be issued under the Plan from 2,000,08fesho 2,650,000 shares. A complete copy of thpgaed amendment to the Stock
Incentive Plan is attached as Annex A to this pretatement and a full copy of the Stock IncentilaRs attached as Annex A to our proxy
statement filed with the SEC on April 30, 2009. usnary description of the material features ofRamn is provided below. The statements
made in this proxy statement regarding the amentitoghe Plan should be read in conjunction witd are qualified in their entirety by
reference to the terms of the amendment to the &tanhed to this proxy statement as Annex A.

Reasons for the Plan Amendment

If the amendment to the Plan is approved, the aggeenumber of shares of our common stock thatheagsued under the Plan will
increase from 2,000,000 shares to 2,650,000 shasest April 9, 2013, excluding the increase in&safrom this proposed amendment, an
aggregate of 1,973,167 shares of our common staek bither been issued or are subject to outstgradiards under the Plan, leaving only
26,833 shares available for future issuance urdePtan. Given the Company's emphasis on equityebesmpensation, our Board does not
believe the Company has sufficient available shexssrved for issuance under the Plan.

Our Board believes that increasing the aggregatabeu of shares of our common stock issuable utgePtan as contemplated by
this amendment is necessary to facilitate the Caorylpanticipated future growth by enabling it toradt and retain qualified employees,
officers and directors through equity participatiorihe Company. Our Board believes that equity pensation is the most effective means of
creating a long-term link between performance &edcompensation provided to executives and key @epk. Equity grants are also an
important element in attracting and retaining emeés. Given the intense competition for talentelividuals, the Company's ability to offer
competitive compensation packages, including thd#eequity-based incentives is particularly impontt

On December 27, 2012, the Company granted Mr. Skhése of our directors, an option to purchase @@ shares of the
Company’s common stock pursuant to a stock optipaement under the Plan. Pursuant to the ternsaofytant, if the Company’s
stockholders do not approve this amendment, thewption will be deemed to have been granted caitsidhe Plan. The option has an
exercise price of $1.50 per share, and vests 48,600 shares on each of the first five annuaheamsaries of the date of grant.
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Material Features of the Plan

The description of the Stock Incentive Plan sethfbelow is a summary of the principal featureshef Plan. This summary,
however, does not purport to be a complete degmmijff all of the provisions of the Plan. The sunmnia qualified in its entirety by referen
to the Plan, a copy of which is available on th&€SEvebsite and incorporated herein by reference.

As of April 9, 2013, the closing price afrcoutstanding common stock on the OTC BulletiniBlomas $2.20 per share.
Cyalume Technologies Holdings, Inc. 2009 Omnibus Securities and I ncentive Plan Summary

Administration. The 2009 Plan was adopted by tharBof Directors on March 3, 2009. The 2009 Plaadisinistered by the Board
of Directors or a committee of the Board of Dirgstoonsisting of not less than two members of thar8 of Directors, each of whom is a
“non-employee director” within the meaning of Rdlgb-3 promulgated under the Exchange Act and atsibei director” within the meaning
of Code Section 162(m) (in either case, the “Cornaai). Among other things, the Committee has cotepliescretion, subject to the express
limits of the 2009 Plan, to determine the employe®s independent contractors to be granted an awerdype of award to be granted, the
number of shares of Common Stock subject to eaemchwhe exercise price of each option and base pfieach SAR, the term of each
award, the vesting schedule for an award, whethactelerate vesting, the value of the stock, haddquired withholding. The Committee
may amend, modify or terminate any outstanding ewanovided that the participant’s consent to saction is required if the action would
materially and adversely affect the participante BTommittee is also authorized to construe the dagreements, and may prescribe rules
relating to the 2009 Plan. Notwithstanding the faieg, the Committee does not have any authorityramt or modify an award under the
2009 Plan with terms or conditions that would cahgegrant, vesting or exercise to be consideredjnalified “deferred compensation”
subject to Section 409A of the Internal Revenueezad amended (the “Code”).

Grant of Awards; Shares Available for Awards. TI0®2 Plan provides for the grant of options, stomfiraciation rights (“SARS”),
performance share awards, performance unit awdistsibution equivalent right awards, restrictedcét awards and unrestricted stock awi
in an amount equal to 2,000,000 shares of comnumk sto officers, employees and independent cotttra®f the Company or its affiliates.
If any award expires, is cancelled, or terminatesxercised or is forfeited, the number of shardgest thereto is again available for grant
under the 2009 Plan. The number of shares of Con8taek for which awards may be granted to a paditi under the 2009 Plan in any
calendar year cannot exceed 250,000.

Stock Options. Options granted under the 2009 flay be either “incentive stock options” (“ISOs™)hieh are intended to meet the
requirements for special federal income tax treatmeder the Code, or “nonqualified stock optiof1QSOs”). Options may be granted on
such terms and conditions as the Committee mayrdite; provided, however, that the exercise pricerooption may not be less than the
fair market value of the underlying stock on théedaf grant and the term of the option my not egct@ years (110% of such value and 5
years in the case of an ISO granted to an emplay@eowns (or is deemed to own) more than 10% ofdted combined voting power of ¢
classes of capital stock of the Company or a parestibsidiary of the Company). ISOs may only entgd to employees. In addition, the
aggregate fair market value of Common Stock covbyelBOs (determined at the time of grant) whiok exercisable for the first time by an
employee during any calendar year may not exce8d,800. Any excess is treated as a NQSO.

Restricted Stock Awards. A restricted stock award grant or sale of stock to the participant, etittio the Company’s right to
repurchase all or part of the shares at their @mselprice (or to require forfeiture of such shérpsrchased at no cost) in the event that
conditions specified by the Committee in the ananalnot satisfied prior to the end of the time @éduring which the shares subject to the
award may be repurchased by or forfeited to the fizom.
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Unrestricted Stock Awards. An unrestricted stoclaadwnder the 2009 Plan is a grant or sale of tragany’s common stock to the
participant that is not subject to transfer, fdifet or other restrictions, in consideration fostpgervices rendered to the Company or an
affiliate or for other valid consideration.

Amendment and Termination. The Committee may adopend and rescind rules relating to the admitistraf the 2009 Plan, ar
amend, suspend or terminate the 2009 Plan, butemdment will be made that adversely affects iratenial manner any rights of the hols
of any award without the holder’s consent, othenthmendments that are necessary to permit thérgyari awards in compliance with
applicable laws. We have attempted to structur@@9 Plan so that remuneration attributable tokstgptions and other awards will not be
subject to a deduction limitation contained in 88tfl62(m) of the Code.

Certain Federal Income Tax Consequences of the 2009 Plan.

The following is a general summary of the fedemabime tax consequences under current tax law afraptstock appreciation rigt
and restricted stock. It does not purport to calkof the special rules, including special rulekting to participants subject to Section 16(b)
of the Exchange Act and the exercise of an optiith previously-acquired shares, or the state aalloxwcome or other tax consequences
inherent in the ownership and exercise of stoclooptand the ownership and disposition of the ugthey shares or the ownership and
disposition of restricted stock.

A participant does not recognize taxable incomenupe grant of NQSO or an ISO. Upon the exercise NSO, the participant
recognizes ordinary income in an amount equaldcetttess, if any, of the fair market value of thares acquired on the date of exercise over
the exercise price thereof, and the Company witkgelly be entitled to a deduction for such amairnhat time. If the participant later sells
shares acquired pursuant to the exercise of a N@®(articipant recognizes long-term or short-teapital gain or loss, depending on the
period for which the shares were held. Long-terpitahgain is generally subject to more favoralate treatment than ordinary income or
short-term capital gain.

Upon the exercise of an ISO, the participant daggecognize taxable income. If the participanpdies of the shares acquired
pursuant to the exercise of an ISO more than tveosyafter the date of grant and more than oneafearthe transfer of the shares to the
participant, the participant recognizes long-teapital gain or loss and the Company is not beledtib a deduction. However, if the
participant disposes of such shares within theireduholding period, all or a portion of the gasniieated as ordinary income and the
Company is generally entitled to deduct such amount

In addition to the tax consequences described alzoparticipant may be subject to the alternatii@mum tax, which is payable to
the extent it exceeds the participant’s regular Eax this purpose, uponthe exercise of an ISOextess of the fair market value of the shares
over the exercise price therefore is an adjustmwhith increases alternative minimum taxable incomeddition, the participant's basis in
such shares is increased by such excess for psrpbsemputing the gain or loss on the dispositibthe shares for alternative minimum tax
purposes. If a participant is required to pay aerahtive minimum tax, the amount of such tax whechttributable to deferral preferences
(including the incentive option adjustment) is alexl as a credit against the participant's regabatiability in subsequent years. To the extent
the credit is not used, it is carried forward.

A participant does not recognize income upon tlagof an SAR. The participant has ordinary comagos income upon exercise
of the SAR equal to the increase in the value efuhderlying shares, and the Company will genekalgntitled to a deduction for such
amount.

A participant does not recognize income on theiptcd# a performance share award until the sharesexeived. At such time, the
participant recognizes ordinary compensation incemugal to the excess, if any, of the fair markéteaf the shares over any amount paic
the shares, and the Company is generally entitletiuct such amount at such time.

A participant who receives a grant of restrictaztktgenerally recognizes ordinary compensationrireequal to the excess, if any
fair market value of the stock at the time therieibn lapses over any amount paid for the shakliernatively, the participant may elect to
be taxed on the value at the time of grant. The o is generally entitled to a deduction at theeséime and in the same amount as the
income required to be included by the participant.

Required Vote
The approval of the amendment to our Rlandrease the aggregate number of shares of sumon stock that may be issued
under the Plan requires the affirmative vote ofaamity of the shares of common stock cast at tleefing. abstentions will be treated as v
cast on this proposal, and thus, will have theotfé¢ a vote "AGAINST" this proposal, and brokemragotes will not be treated as votes cast
on this proposal, and thus, will have no effectlmmoutcome of this proposal.
Our Board of Directors recommends that you vote FORhe approval and ratification of the amendment tathe 2009 Omnibus
Securities and Incentive Plan.
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ADVISORY VOTE ON EXECUTIVE COMPENSATION
PROPOSAL NO. 6
Under the Dodd-Frank Wall Street Reform and ConsuPnetection Act, or the Dodd-Frank Act, and SettldA of the Exchange
Act, our shareholders are entitled to vote to apgron an advisory (nonbinding) basis, the comp@nsaf our named executive officers as
disclosed in this proxy statement in accordanch thié compensation disclosure rules of the SEG fibdinbinding advisory vote is commo
referred to as a “say-on-pay” vote. Shareholdexdaing asked to vote on the following advisorphatson:

“RESOLVED, that the shareholders advise that thgyr@ve the compensation paid to Cyalume Technaddg@dings, Incs namec
executive officers, as disclosed pursuant to 1t€@ @ Regulation S-K, including the compensatidsida and narrative discussion.”

The compensation of our executive officers is dietiain the Executive Compensation beginning on ddheshareholders should
read this section before deciding how to vote as phoposal.

Although the vote is non-binding, the Board of Bigrs and the Compensation Committee will reviegnthting results in
connection with their ongoing evaluation of the Q@my’s compensation program. Broker non-votes éasribed under “Information About
Voting and the Meeting - Voting”) are not entitledvote on these proposals and will not be couirteyaluating the results of the vote.

Our Board of Directors recommends that you vote FORhe advisory approval of the resolution set fortrabove.
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ADVISORY VOTE ON THE FREQUENCY OF THE ADVISORY VOTE
ON EXECUTIVE COMPENSATION

PROPOSAL NO. 7

The Dodd-Frank Act and Section 14A of the Exchafigeenable our shareholders, at least once everyesirs, to indicate their
preference regarding how frequently we should gaisay-on-pay vote.

We are seeking an advisory vote on the frequently wiich say-on-pay votes should be held in therfutThis advisory vote is
commonly referred to as "say on frequency”. Shdddre may also abstain from voting on this proposal

Our board of directors has determined that an adyigote on the compensation of our named execufffigers that occurs once
every three years is the most appropriate for Gyaland therefore our board of directors recommématsyou vote for a three-year interval
for the advisory vote on the compensation of ounez executive officers. Our compensation programsal change significantly from year
to year and do not contain any significant risks thie believe would be of concern to our sharehisld&hile we regularly review
compensation, with an in-depth review on an anbaalis, a significant portion of our executivestal compensation has been, and is exp¢
to continue to be, equity compensation that isgiesd to align long-term growth and performance ydlGme with the interests of our
shareholders. An advisory vote occurring once etteige years will also permit our shareholdershtseove and evaluate the impact of any
changes to our executive compensation policiespaactices which have occurred since the last adyigote on executive compensation,
including changes made in response to the outcdragoor advisory vote on executive compensation.

While the board of directors believes that its rmotendation is appropriate at this time, our shddsne are not voting to approve or
disapprove that recommendation, but are insteagldatskindicate their preference, on an advisorysbas to whether the nonbinding advis
vote on executive compensation should be held eyesay, every other year or every three years.

Accordingly, the board of directors is asking shatders to indicate their preferred voting frequehyg voting for every one, two or
three years. Alternatively, shareholders may abgtam casting a vote. The option, if any, amongsthchoices that receives the affirmative
vote of a majority of the votes cast in personyploxy at the Annual Meeting will be deemed tatle frequency preferred by our
shareholders. However, because this vote is agvéswd therefore not binding on the board of direstr Cyalume, the board of directors
may decide that it is in the best interests ofsta@reholders that we hold an advisory vote on dikecoompensation more or less frequently
than the option preferred by our shareholders.

Our Board of Directors recommends that you vote forthe option of every 3 YEARS on Proposal 7 as thagferred frequency
for the advisory vote on the compensation of our maed executive officers.
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OTHER MATTERS
General

Management does not know of any matters othertth@se stated in this Proxy Statement that are frésented for action at the
Annual Meeting. If any other matters should propedme before the Annual Meeting, it is intendeat froxies in the accompanying form
will be voted on any such other matters in accotdamith the judgment of the persons voting suclxipso Discretionary authority to vote on
such matters is conferred by such proxies upompéhgons voting them.

We will bear the cost of preparing, printing, asbéng and mailing the proxy, Proxy Statement arfteomaterial which may be se
to stockholders in connection with this solicitatidt is contemplated that brokerage houses wilvérd the proxy materials to beneficial
owners at our request. In addition to the solimtabf proxies by use of the mails, our officersl@agular employees may solicit proxies
without additional compensation, by telephone,ifaie or other electronic communications. We mayntaurse brokers or other persons
holding stock in their names or the names of theininees for the expenses of forwarding solicitimaterial to their principals and obtaining
their proxies.

A copy of our Annual Report on Form 10-K for theayended December 31, 2012 (as filed with the SE€)ding the financial
statements thereto, is being provided with the psiatement. Requests for additional copies shioeildirected to Michael Bielonko, CFO,
c/o Cyalume Technologies Holdings, Inc., 96 WindStreet, West Springfield, Massachusetts 0108%yPRmaterials are also available on
Company website at: http://investor.cyalume.comé@hproxy.cfm.

Communications with the Board of Directors

The Board of Directors maintains a process forldtotters to communicate with the Board of Direct@®ckholders wishing to
communicate with the Board of Directors or any undiial director must mail a communication addredsettie Board of Directors or the
individual director to the Board of Directors, &gyalume Technologies Holdings, Inc., 96 Windsoe&trWest Springfield, Massachusetts
01089. Any such communication must state the nurabshares of common stock beneficially owned kystockholder making the
communication. All such communications will be famgled to the full Board of Directors or to any widual director or directors to whom
the communication is directed unless the commuioicas clearly of a marketing nature or is undubstile, threatening, illegal, or similarly
inappropriate, in which case the Company has tteoaity to discard the communication or take appadp legal action regarding the
communication.

Where You Can Find More Information

We file annual, quarterly and current reports, gretatements and other documents with the SEC uthddgxchange Act. Our SEC
filings made electronically through the SEC’s EDGA¥stem are available to the public at the SE@bsite at http://www.sec.gov. You i
also read and copy any document we file with th€ &Ethe SEC’s public reference room located atA@@reet, NE, Room 1580,
Washington, DC 20549. Please call the SEC at (8&%)-0330 for further information on the operatidrih@ public reference room.
Code of Ethics

We have adopted a Code of Business Conduct andsEtiat applies to our directors, officers and eygés, including our Chief
Executive Officer and Chief Financial Officer (quuincipal executive officer and principal financaid accounting officer, respectively). A
copy of the Code of Ethics is available on our vitebamw.cyalume.com .

Changes in Director Nomination Process for Stockhders

There were no changes in the director nominatioegss from January 1, 2012 through the present.
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the Exchange Act requires our etee officers, directors and persons who bendficavn more than 10% of a
registered class of our equity securities to fillhwhe SEC initial reports of ownership and repat changes in ownership of our common
stock and other equity securities. Such executffreens, directors, and greater than 10% benefinvahers are required by SEC regulation to
furnish us with copies of all Section 16(a) forriled by such reporting persons.

Based solely on our review of such forms furnisteeds and written representations from certain ntapg persons, we believe that
all stockholders have complied with all filing reqements applicable to 10% beneficial owners dutivgyear-ended December 31, 2012,
except that Yaron Eitan filed one report that wastimely with respect to thirteen transactions.

STOCKHOLDER PROPOSALS AT THE NEXT ANNUAL MEETING

The annual meeting of stockholders for the yeaimrenBecember 31, 2013 is expected to be held 20l 4. Any stockholder
proposal intended to be included in the Compangosystatement and form of proxy for presentatibtha 2014 annual meeting of
stockholders pursuant to Rule 14a-8 (“Rule 14a-&S)promulgated under the Securities Exchange {At9®4, must be received by the
Company not later than January 4, 2014. As to aogqsals submitted for presentation at the nextianmeeting outside the processes of
Rule 14a-8, the proxies named in the form of prwmrthe next annual meeting will be entitled to ex&e discretionary authority on that
proposal unless the Company receives notice afntditer between March 11, 2014 and April 10, 20Mess the date of the 2014 annual
meeting is more than 30 days before or after the dfathe 2013 annual meeting.

By Order of the Board of Director

/sl Zivi Nedivi
Chief Executive Officer and Preside

April 25, 2013
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ANNUAL MEETING OF STOCKHOLDERS OF

CYALUME TECHNOLOGIES HOLDINGS, INC.
JULY 9, 2013

NOTICE OF INTERNET AVAILABLITY OF PROXY MATERIAL
The Notice of Meeting, Proxy Statement and ProxgdGae available at: investor.cyalume.com/annuakpicfm

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

THE BOARD OF DIRECTORS RECOMMEND! AVOTE “ FOR ALL NOMINEES ” ON PROPOSAL 1
AVOTE “ FOR” PROPOSALS: 2,3, 4,5 &6; AN
A VOTE “ 3 YEARS” ON PROPOSAL

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

This Proxy is Solicited on Behalf of the Board of Dectors

The undersigned hereby appoints Zivi Nedivi or MiehBielonko, individually, as proxy to represdm tindersigned at the Annual Meeting
of Stockholders to be held at the offices of Colusiblova, 900 Third Avenue, 19th Floor, New York, M8022 on July 9, 2013 at 9:00 a.m.,
local time, and at any adjournments thereof, angte the shares of Common Stock the undersignedidwee entitled to vote if personally
present, as indicated below.

1. ELECTION OF DIRECTORS NOMINEES:
O FOR ALL NOMINEES O Winston Churchill O Alain Dobkin
O WITHHOLD AUTHORITY O Yaron Eitan O Jason Epstei
FOR ALL NOMINEES O Andrew Intratel O John G. Meyer, J
O FOR ALL EXCEPT O Zivi Nedivi O Thomas G. Rebk
(See instructions belov O James Schlec O James Valentin

INSTRUCTIONS : To withhold authority to vote for any individuabminee(s), mark “FOR ALL EXCEPT&and fill in the circle next 1
each nominee you wish to withhold, as shown (e

2. Approval of an amendment to our Amended anddRestCertificate of Incorporationertificate FOR Against Abstain
of Incorporation”) to increase the total numbesbéres of all classes of capital stock which the
Company shall have authority to issue is 101,00®¢favhich 100,000,000 shares shall be O O O

common stock of the par value of $.001 per shade 5)000,000 shares shall be preferred stock of
the par value of $.001 per shs

3. Approval of an amendment to our Certificaterafdrporation to require all stockholder actions 0O O O
only to be taken at a meeting of stockholders biyotritten consen

4. Approval of an amendment to our Certificaterafdrporation to require a super-majority vote to O O O
change an-takeover provisions

5. Approval and ratification of an amendment to th@2®@mnibus Securities and Incentive P O O O
6. Advisory vote on the compensation of our named etvee officers “say-on-pay”). O O O

1Year 2 Years 3 Years Abstain
7. Advisory vote on the frequency of the advisory voteexecutive compensatic O O O O

If any other business is presented at the meetiigproxy will be voted by those named in thisxyran their best judgment. At the present
time, the Board of Directors knows of no other bass to be presented at the meeting.

The shares of Common Stock represented by thigypraxen properly executed, will be voted as dirdcteowever, abstentions will have no
effect on the election of directors (Item 1). Almgtens will be treated as being present and edtitbevote on the other Iltems presented at the
annual meeting. If you do not provide your brokeother nominee with instructions on how to voteytstreet name” shares, your broker or
nominee will not be permitted to vote them on noutine matters (a broker “non-vote”) such as IterBHares subject to a broker “non-vote”
will not be considered entitled to vote with respecitem 1, and will not affect the outcome ontthiam. Brokers may not vote your shares on
the election of directors in the absence of yoecHjr instructions as to how to vote. We encourage to provide instructions to your broker
regarding the voting of your shar:



Signature of Stockholder Date

Signature of Stockholder Date

Note: Please sign exactly as your name or namesaapn this Proxy. When shares are held jointlghdw®lder should sign. When signing
executor, administrator, attorney, trustee or giaadglease give full title as such. If the sigisea corporation, please sign full corporate n
by duly authorized officer, giving full title as &l If signer is a partnership, please sign inngghip name by authorized person.




