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FORWARD-LOOKING STATEMENTS
Some of the statements in this Quarterly Report on Form 10-Q may be “forward-looking statements.” Forward-looking statements are not
historical facts but include, but are not limited to, statements that express our intentions, beliefs, expectations, strategies, predictions or any
other statements relating to our future activities or other future events or conditions. These statements are based on current expectations,
estimates and projections about our business based, in part, on assumptions made by management. These statements are not guarantees of
future performance and involve risks, uncertainties and assumptions that are difficult to predict.
Forward-looking statements can be identified by the use of terminology such as “estimates,” “projects,” “plans,” “believes,” “expects,”
“anticipates,” “intends,” or the negative or other variations, or by discussions of strategy that involve risks and uncertainties. We urge
you to be cautious of the forward-looking statements which are contained in this Quarterly Report on Form 10-Q because they reflect our
current beliefs with respect to future events and involve known and unknown risks, uncertainties and other factors affecting our operations,
market growth, services, products and licenses. No assurances can be given regarding the achievement of future results, as actual results
may differ materially as a result of the risks we face, and actual events may differ from the assumptions underlying the statements that have
been made regarding anticipated events.
All written and oral forward-looking statements made in connection with this Quarterly Report on Form 10-Q that are attributable to us or
persons acting on our behalf are expressly qualified in their entirety by these cautionary statements. Any forward-looking statements speak
only as of the date on which they are made, and we do not undertake any obligation to update any forward-looking statement to reflect
events or circumstances after the date of this Quarterly Report on Form 10-Q. Given the uncertainties that surround such statements, you
are cautioned not to place undue reliance on such forward-looking statements.
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PART I - FINANCIAL INFORMATION
ITEM 1. Financial Statements
FTE NETWORKS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS (UNAUDITED)
(in thousands, except share and per share information)
March 31, 2018
ASSETS
Current Assets:
Cash and cash equivalents
Accounts receivable, net
Costs and estimated earnings in excess of billings on uncompleted contracts
Other current assets
Total Current Assets
Property and equipment, net
Intangible assets, net
Goodwill
Total Assets

$

$

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current Liabilities:
Accounts payable
Billings in excess of costs and estimated earnings on uncompleted contracts
Due to related parties
Accrued expenses and other current liabilities
Notes payable, current portion, net of original issue discount and deferred costs
Notes payable, related party, current
Total Current Liabilities

$

Notes payable, non-current portion
Notes payable, related parties, non-current, net of debt discount
Senior note payable, non-current portion, net of original issue discount and
deferred financing costs
Deferred tax liability
Total Liabilities
Commitments and contingencies
Stockholders’ Equity:
Preferred stock; $0.01 par value, 5,000,000 shares authorized:
Series A convertible preferred stock, $1,000 stated value, 4,500 shares designated
and 500 shares issued and outstanding at March 31, 2018 and December 31, 2017
(liquidation preference $1,497,244)
Series A-1 convertible preferred stock, $1,000 stated value, 1,000 shares
designated and 295 shares issued and outstanding at March 31, 2018 and
December 31, 2017 (liquidation preference $921,653)
Common stock; $0.001 par value, 100,000,000 shares authorized, and 6,277,630
and 5,789,281 shares issued and outstanding at March 31, 2018 and December 31,
2017, respectively
Additional paid-in capital
Shares to be issued
Subscriptions receivable
Accumulated deficit
Total Stockholders’ Equity
Total Liabilities and Stockholders’ Equity
4

$

9,638
78,251
4,552
9,782
102,223
8,121
25,443
35,672
171,459

46,095
18,516
28
7,259
10,182
7,603
89,683

December 31, 2017

$

$

$

15,642
62,199
11,226
7,256
96,323
7,955
27,696
35,672
167,647

35,135
30,304
—
9,973
10,488
8,526
94,426

1,934
39,523

1,955
38,530

26,408
1,122
158,670

24,143
560
159,614

—

—

—

—

—

—

6
57,792
6,681
(3,222)
(48,468)
12,789
171,459

$

6
49,381,
625
(3,675)
(38,304)
8,033
167,647

FTE NETWORKS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(in thousands, except share and per share information)
For the Three
Months Ended
March 31, 2017
(Predecessor)

For the Three Months
Ended March 31,
2018
2017
Revenues, net of discounts
Cost of revenues
Gross Profit

$

85,145
73,654
11,491

$

5,086
2,678
2,408

$

39,919
32,308
7,611

Operating Expenses
Compensation expense
Selling, general and administrative expenses
Amortization of intangible assets
Travel expense
Occupancy costs
Transaction expenses
Loss on sale of asset
Total operating expenses
Operating income

5,638
4,199
938
268
172
93
33
11,341
150

1,187
974
—
100
113
11
—
2,385
23

Other (expense) income
Interest (expense) income
Amortization of deferred financing costs and debt discount
Change in warrant fair market valuation
Other income (expense)
Extinguishment loss
Financing costs
Total other (expense) income
(Loss) income before provision for income taxes
Provision for income taxes

(913)
(5,912)
—
(597)
(322)
(2,002)
(9,746)
(9,596)
568

(734)
(397)
(2,200)
(99)
—
(563)
(3,993)
(3,970)
—

4
—
—
32
—
—
36
803
17

(3,970)
(20)
(3,990)

786
—
786

(1.09)

Net (loss) income
Preferred stock dividends
Net (loss) income attributable to common shareholders

$

(10,164)
(20)
(10,184) $

(Loss) per common share:
Basic and diluted

$

(2.09) $

Weighted average number of common shares outstanding
Basic and diluted

4,876,131
5

3,677,617

4,757
1,883
—
92
112
—
—
6,844
767

$

FTE NETWORKS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDERS’ EQUITY
FOR THE THREE MONTHS ENDED MARCH 31, 2018
(UNAUDITED)
(in thousands, except share information)
Series A
Shares Amount
Balance as of December 31,
2017
Common Shares retired
Common Shares to settle legal
matter
Common Shares sold to
investors
Common Shares issued to
consultants
Common Shares issued to board
members
Common Shares issued to settle
debt
Share-based compensation
Shares to be issued to investors
Accrued dividends -preferred
stock
Net loss
Balance as of March 31, 2018

500

$

Series A-1
Shares Amount

-

295

-

-

-

$

Common
Shares
Amount

Paid in
Capital

Subscription
Receivable

-

-

14,277

-

300

-

-

-

300

-

-

-

26,667

-

200

-

-

-

200

-

-

-

135,000

-

2,455

-

-

-

2,455

25,750

-

447

-

-

281,655
-

-

5,633
15
(619)

453
-

6,056

-

-

500 $

-

295 $

-

6,277,630 $

6

6

(20)
57,792 $

(3,222) $

625 $
-

Total
Equity

5,798,281 $
(4,000)

-

(3,675) $
-

Accumulated
Deficit

-

-

6 $ 49,381 $
-

Shares to
be Issued

6,681 $

(38,304) $ 8,033
-

447
(10,164)
(48,468)

5,633
468
5,437
(20)
(10,164)
12,789

FTE NETWORKS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in thousands)
For the Three
Months Ended
March 31, 2017
(Predecessor)

For the Three Months Ended
March 31,
2018
2017
Cash flows from operating activities:
Net (loss) income
Adjustments to reconcile net (loss) income to net cash used in
operating activities:
Amortization of deferred financing costs
Depreciation
Amortization of original issue discount
Amortization of intangible assets
Payment in kind interest - senior debt
Payment in kind interest - note payable
Payment in kind interest - related party
Share-based compensation
Change in fair value of warrant derivative liability
Recovery of bad debts
Deferred tax income taxes
Changes in operating assets and liabilities:
Accounts receivable
Cost and estimated earnings in excess of billings on uncompleted
contracts
Other current assets
Due to related party
Accounts payable and accrued liabilities
Billings in excess of costs and estimated earnings on uncompleted
contracts

$

(10,164) $

(3,971)

$

786

2,584
407
5,107
2,253
303
297
435
468
—
—
563

960
138
46
—
—
84
—
214
2,200
(34)
—

—
—
5
—
1
—
—
—
—
—
—
—

(11,922)

(2,931)

24,038

6,673
376
(211)
9,326

—
(484)
90
274

—
(1,061)
—
(36,999)

Net cash used in operating activities

(11,788)
(5,293)

—
(3,414)

10,545
(2,685)

Cash flows from investing activities:
Purchase of property and equipment
Net cash used in investing activities

(541)
(541)

(972)
(972)

(29)
(29)

6,406
(11,431)
23
(725)
(80)
5,437
200
(170)

2,947
(345)
—
—
(260)
615
19
2,976

—
—
—
—
—
—
—
—

Cash flows from financing activities:
Proceeds from issuance of notes payable, net
Payments on notes payable
Proceeds from issuance of notes payable – senior notes
Payments on notes payable - related parties
Payment of deferred financing costs
Proceeds for shares to be issued
Net proceeds from sale of common stock
Net cash (used in) provided by financing activities
Net change in cash
Cash, beginning of period
Cash, end of period

$
7

(6,004)
15,642
9,638 $

(1,409)
1,411
2

(2,714)
4,753
2,039

FTE NETWORKS, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED) (CONTINUED)
(in thousands)
For the Three Months
Ended
March 31, 2017
(Predecessor)

For the Three Months Ended
March 31,
2018
2017
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest
Cash paid for income taxes
Non-cash investing and financing activities:
Common stock shares issued to settle legal matter
Common stock shares issued for notes payable and other debt
Common shares issued to senior lender
Common Shares Issued to Board members
Accrued dividends, preferred stock
Common shares issued to employees under employment
agreement for future services
Common shares issued to consultants for services to be rendered
8

$
$

867
—

$
$

734
—

$
$

—
3

$
$
$
$
$

300
5,660
—
447
20

$
$
$
$
$

13
39
2,568
—
20

$
$
$
$
$

—
—
—
—
—

$
$

—
2,455

$
$

3,044
332

$
$

—
—

FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
NOTE 1. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES
Description of Business
FTE Networks, Inc. (collectively with its subsidiaries, “FTE” or the “Company” is a leading provider of innovative technology-oriented
solutions for smart platforms, network infrastructure and buildings throughout the United States across a range of industries. The
Company’s primary activities include the engineering, building, installation, maintenance and support solutions for state-of-the-art
networks and commercial properties and the following services, data center infrastructure, fiber optics, wireless integration, network
engineering, internet service provider, general contracting management and general contracting.
On April 20, 2017, FTE acquired Benchmark Builders, Inc. (“Benchmark” or “Predecessor”). Benchmark is a full-service general
contracting management and general contracting firm in the New York metropolitan area. See Note 4. The Company and Benchmark
operate in similar segments. Audited predecessor financial statements have been provided in these consolidated financial statements since
the operations of the company before the acquisition of Benchmark were insignificant relative to the operations acquired.
Basis of Presentation
The accompanying condensed unaudited consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States (“U.S. GAAP”) for interim financial information and with the instructions for Form 10-Q and Rule
10-01 of Regulation S-X. Pursuant to these rules and regulations, certain information and footnote disclosures normally included in the
annual audited consolidated financial statements prepared in accordance with U.S. GAAP have been condensed or omitted. The
accompanying condensed consolidated balance sheet as of December 31, 2017 is derived from the Company’s audited financial statements
as of that date. Because certain information and footnote disclosures have been condensed or omitted, these condensed unaudited
consolidated financial statements should be read in conjunction with the audited consolidated financial statements and notes thereto as of
and for the year ended December 31, 2017 contained in the Company’s 2017 Annual Report on Form 10-K (the “2017 Form 10-K”). In
management’s opinion, all normal and recurring adjustments considered necessary for a fair presentation of the financial position, results of
operations and cash flows for the periods presented have been included. Certain prior year amounts have been reclassified to conform to
the current period presentation. Interim period operating results do not necessarily indicate the results that may be expected for any other
interim period or for the full fiscal year. The Company believes that the disclosures made in these condensed unaudited consolidated
financial statements are adequate to make the information not misleading.
Segments
The Company operates in two segments in accordance with the Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) Topic 280 “Segments”, (“ASC No. 280”). Operating segments as defined in ASC No. 280, are components of public
entities that engage in business activities from which they may earn revenues and incur expenses for which separate financial information is
available and which is evaluated regularly by the Company’s chief operating decision maker (“CODM”) in deciding how to assess
performance and allocate resources. The two primary segments are the infrastructure segment and technology segment. The Company is
reporting as one segment per ASC No. 280 as the revenue, profit and loss, and assets of the technology segment are immaterial.
There have been no material changes to the Company’s significant accounting policies and critical accounting estimates described in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2017.
Use of Estimates
The preparation of financial statements in conformity with U. S. GAAP requires management to make estimates and judgments that affect
the reported amounts of assets and liabilities, revenues and expenses, and related disclosures of contingent assets and liabilities. These
estimates and judgments are based on historical information, information that is currently available to the Company and on various other
assumptions that the Company believes to be reasonable under the circumstances. Key estimates include: the recognition of revenue and
project profit or loss (which the Company defines as project revenue less project costs of revenue, including project-related depreciation),
in particular, on construction contracts accounted for under the percentage-of-completion method, for which the recorded amounts require
estimates of costs to complete projects, ultimate project profit and the amount of probable contract price adjustments as inputs; allowances
for doubtful accounts; estimated fair values of acquired assets; asset lives used in computing depreciation and amortization; share-based
compensation; other reserves and accruals; accounting for income taxes. While management believes that such estimates are reasonable
when considered in conjunction with the Company’s consolidated financial position and results of operations taken as a whole, actual
results could differ materially from those estimates.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
Balance Sheet Classifications
The Company includes in current assets and liabilities retainage receivable and payable under construction contracts that may extend
beyond one year. A one-year time period is used as the basis for classifying all other current assets and liabilities.
Recently Adopted Accounting Pronouncements
The Company adopted ASC No. 606, “ Revenue from Contracts with Customers” (“ASC No. 606”) with a date of initial application of
January 1, 2018. As a result, the Company has updated its accounting policy for revenue recognition to reflect the new standard, see Note
3. The adoption of ASC No. 606 represents a change in accounting principle that will more closely align revenue recognition with the
delivery of the Company's services and will provide financial statement readers with enhanced disclosures. The Company applied ASC No.
606 using the modified retrospective method. The Company has elected to apply this initial application of the standard only to contracts
that are not completed at the date of initial application. For contracts which were modified before the adoption date, the Company has not
restated the contract for those modifications. Instead, the Company reflected the aggregate effect of all modifications when identifying the
satisfied and unsatisfied performance obligations, determining the transaction price and allocating the transaction price, if necessary. The
cumulative effect of initially applying the new revenue standard would be applied as an adjustment to the opening balance of retained
earnings. The Company has analyzed this effect and found the adoption of the new guidance did not have a material impact on its
consolidated financial statements and its recognition is consistent with the historical accounting policies. As such, comparative information
has not been restated and continues to be reported under the accounting standards in effect for those periods.
In August 2016, the FASB issued ASU No. 2016-15, “Statement of Cash Flows (Topic 230): Classification of Certain Cash Receipts and
Cash Payments.” ASU 2016-15 clarifies and provides specific guidance on eight cash flow classification issues that are not currently
addressed in U.S. GAAP and will thereby reduce the current diversity in practice. ASU 2016-15 is effective for public business entities for
annual periods, including interim periods within those annual periods, beginning after December 15, 2017, with early application permitted.
The Company adopted the new standard on January 1, 2018 without a material impact on its financial statements.
Recently Issued Accounting Pronouncements
In February 2016, the FASB issued ASU 2016-02, “Leases (Topic 842)” (“ASU 2016-02”). The standard requires a lessee to recognize
assets and liabilities on the balance sheet for leases with lease terms greater than 12 months. The standard is effective for annual reporting
periods beginning after December 15, 2018, the effective date for the Company is January 1, 2019, with early application permitted. The
adoption will require a modified retrospective approach for leases that exist or are entered after the beginning of the earliest period
presented. The Company is currently evaluating the standard to determine the impact of the adoption on the consolidated financial
statements.
Net Loss Per Common Share
Basic net loss per share is computed by dividing net loss attributable to common stockholders (the numerator) by the weighted average
number of common shares outstanding for the period (the denominator). Diluted net loss per common share is computed by dividing net
loss attributable to common shareholders by the weighted average number of common shares outstanding during the period adjusted for the
dilutive effects of common stock equivalents (the denominator). In periods when losses are reported, the weighted-average number of
common shares outstanding excludes common stock equivalents because their inclusion would be anti-dilutive. The Company incurred
losses for the three months ended March 31, 2018 and 2017.
The Company had the following common stock equivalents:
March 31,
2018
Convertible preferred stock, Series A
Convertible preferred stock, Series A-1
Common stock warrants
Restricted stock units
Options
Total potentially dilutive shares

2017

27,924
17,700
1,129,925
126,465
47,870

26,687
15,746
819,925
-

1,349,884

862,358

The above table excludes any common shares related to the convertible debt since such debt is only convertible at the then prevailing
market price upon default.
Income Taxes
The Company’s effective tax rate for the three months ended March 31, 2018 and 2017 was (5.8) % and zero %, respectively. For the three
months ended March 31, 2018 and 2017, the Company calculated income tax expense based upon an annual effective tax rate forecast
adjusted for discrete items that specifically relate to the interim period. Changes in tax laws or rates on deferred tax assets and liabilities are
recognized as discrete items in the interim period that includes the enactment date.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
The change in the effective tax rate for the three months ended March 31, 2018 is due to the Company’s recognition of a deferred tax
liability as of March 31, 2018. The deferred tax liability is related to goodwill, which was assigned an indefinite life for book purposes, also
knows as a “naked credit” in the amount of $1.1 million at March 31, 2018.
The Tax Cuts and Jobs Act (the "Act") was enacted in December 2017. Among other things, the Act reduces the U.S. federal corporate tax
rate from 34 percent to 21 percent, eliminates the alternative minimum tax (“AMT”) for corporations, and creates a one-time deemed
repatriation of profits earned outside of the U.S. The reduction of the corporate tax rate resulted in a write-down of the gross deferred tax
asset of approximately $4.7 million as of December 31, 2017, and a corresponding write-down of the valuation allowance. No further
adjustments relating to tax reform were required for the three months ended March 31, 2018.
NOTE 2. LIQUIDITY AND MANAGEMENTS’ PLANS
During the three months ended March 31, 2018, the Company reported operating income of $150 and net cash used in operating activities
of $5,293. The Company, as of March 31, 2018, has $12,540 in working capital. The Company believes with its current revenues of
$85,145 and backlog and orders under master service agreements of approximately $396,000 as of March 31, 2018, its sources of cash will
be sufficient to maintain operations and working capital requirements for at least the next 12 months from the date of this filing. Other
sources of liquidity could include additional potential issuances of debt or equity securities in public or private financings.
NOTE 3. REVENUE RECOGNITION
On January 1, 2018, the Company adopted ASC No. 606. Under ASC No. 606, revenue is recognized when a customer obtains control of
promised goods or services, in an amount that reflects the consideration which the entity expects to receive in exchange for those goods or
services. To determine revenue recognition for arrangements that an entity determines are within the scope of ASC 606, the Company
performs the following five steps: (i) identify the contract(s) with a customer; (ii) identify the performance obligations in the contract; (iii)
determine the transaction price; (iv) allocate the transaction price to the performance obligations in the contract; and (v) recognize revenue
when (or as) the entity satisfies a performance obligation. A performance obligation is a promise in a contract to transfer a distinct good or
service to the customer and is the unit of account in ASC No. 606. At contract inception, once the contract is determined to be within the
scope of ASC 606, the Company assesses the goods or services promised within each contract and determines those that are performance
obligations and assesses whether each promised good or service is distinct. The Company then recognizes as revenue the amount of the
transaction price that is allocated to the respective performance obligation when (or as) the performance obligation is satisfied. The
Company does not collect sales, value add, and other taxes collected on behalf of third parties.
Disaggregation of Revenue
The following table details the revenue from customers disaggregated by source of revenue.
Three Months Ended
March 31, 2018
Major Sources of Revenue
Infrastructure
Technology
Total

$
$

84,926
219
85,145

Infrastructure revenue
Revenues in the Infrastructure segment are derived from construction services, which in Benchmark are derived from short-term
construction projects ranging from 6 to 12 months in duration under fixed-price contracts. The Company has determined that these shortterm construction projects provide a distinct service and, therefore, qualify as one performance obligation as the promise to transfer the
individual goods or services is not separately identifiable from other promises in the contracts and, therefore, not distinct. Revenue from
fixed-price contracts provide for a fixed amount of revenue for the entire project, subject to certain additions for modified scope or
specifications to the original project. Revenue is recognized over time, because of the continuous transfer of control to the customer as all
the work is performed at the customer’s site and, therefore, the customer controls the asset as it is being constructed. This continuous
transfer of control to the customer is further supported by clauses in the contract that allow the customer to unilaterally terminate the
contract for convenience, pay us for costs incurred plus a reasonable profit and take control of any work in process.
Under ASC No.606, the cost-to-cost measure of progress continues to best depict the transfer of control of assets to the customer, which
occurs as we incur costs. Contract costs include labor, material, and other direct costs. Contract modifications are routine in the
performance of the contracts. Contracts are often modified to account for changes in the contract specifications or requirements. In most
instances, contact modifications are for goods or services that are not distinct, therefore, accounted for as part of the existing contract. Cost
to obtain contracts (pre-contract costs) are generally charged to expense as incurred and included in operating expenses on the consolidated
statements of operations.
Certain construction contracts include retention provisions to provide assurance to the customers that the Company will perform in
accordance with the contract terms and, therefore, not considered a financing benefit. The balances billed but not paid by customers
pursuant to these provisions generally become due upon completion and acceptance of the project work or products by the customer. The
Company has determined that there are no significant financing components in its contracts during the three months ended March 31, 2018.
Costs to mobilize equipment and labor to a job site prior to substantive work beginning are capitalized as incurred and amortized over the

expected duration of the contract. As of March 31, 2018, and January 1, 2018, the Company had no material capitalized mobilization costs.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
Revenue from telecommunication services from FTE Network Services are derived from short-term projects performed under master and
other service agreements as well as from contracts for specific projects or jobs requiring the installation of an entire infrastructure system or
specified units within an entire infrastructure system. The Company has determined that these short-term projects provide a distinct service
and therefore qualify as one performance obligation. The Company provides services under unit-price or fixed-price master service or other
service agreements under which the Company furnishes specified units of service for a fixed-price per unit of service and revenue is
recognized upon completion of the defined project due to its short-term nature.
Technology revenue
The Company also derives service revenues by managing wireless networks for customers to offer to their tenants, and bills monthly in
advance for the month’s services. The Company determined the wireless service contracts cover a single performance obligation and
transfer control of access to the wireless service continuously, as the customer simultaneously receives and consumes the benefits.
Therefore, the revenue for the monthly wireless service, is considered to be recognized over time.
Contract Assets and Liabilities
The timing of revenue recognition, billings and cash collections results in billed accounts receivable, retainage receivable and costs and
estimated earning in excess of billings on uncompleted contracts (contract assets) on the consolidated balance sheet. In the infrastructure
segment, amounts are billed as work in progress in accordance with agreed-upon contractual terms at periodic intervals. Generally, billing
occurs subsequent to revenue recognition, resulting in contract assets. However, the Company sometimes receives advances or deposits
from its customers, before revenue is recognized, resulting in billings in excess of costs and estimated earnings on uncompleted contracts
(contract liabilities). These assets and liabilities are reported on the consolidated balance sheet on a contract-by-contract basis at the end of
the reporting period. Changes in the contract asset and liability balances for the three months ended March 31, 2018 were not materially
impacted by any other factors.
The following table provides information about receivables, contract assets and contract liabilities from contracts with customers:

Trade receivables
Contract assets
Contract liabilities

January 1, 2018
62,199
11,226
$
30,304
$

March 31, 2018
71,440
4,552
$
18,516
$

As of January 1, 2018, contract liabilities consisted of accrued subcontract costs, therefore, no amounts were recognized in revenue during
the three months ended March 31, 2018 related to its contract liabilities.
Contract Acquisition Costs
The Company does not have commission programs or incur other contract fulfilment costs in obtaining new contracts. All personnel costs
were expensed as current period costs.
Contract Estimates
Accounting for long-term contracts and programs involves the use of techniques to estimate total contract revenue and costs. Transaction
price for contracts may include variable consideration, which includes increases to transaction price for approved and change orders, claims
and other contract provisions. The Company includes variable consideration in the estimated transaction price to the extent it is probable
that a significant reversal of cumulative revenue recognized will not occur or when the uncertainty associated with the variable
consideration is resolved. The estimates of variable consideration and determination of whether to include estimated amounts in transaction
price are based largely on an assessment of the anticipated performance and all information (historical, current and forecasted) that is
reasonably available to the Company. The effect of variable consideration on the transaction price of a performance obligation is
recognized as an adjustment to revenue on a cumulative catch-up basis. To the extent unapproved change orders and claims reflected in
transaction price are not resolved in the Company’s favor, or to the extent other contract provisions reflected in the transaction price are not
earned, there could be reductions in or reversals of, previously recognized revenue. No adjustment on any one contract was material to the
consolidated financial statements for the three months ended March 31, 2018 and 2017.
Transaction Price Allocated to the Remaining Performance Obligations
On March 31, 2018, the Company had approximately $205,963 of estimated revenue expected to be recognized in the future related to
performance obligations that are unsatisfied (or partially unsatisfied).
NOTE 4. ACQUISITION
2017 Acquisition
During April 2017, the Company acquired all the issued and outstanding shares of common stock of Benchmark Builders, Inc.
(“Benchmark”). The acquisition was accounted for as a business combination in accordance with ASC Topic 805. Benchmark is a fullservice general contracting management and general contracting firm, significantly expanding the Company’s presence in the New York
area.
Unaudited Supplemental Pro Forma Information

The pro forma results presented below include the effects of the Company’s 2017 acquisition of Benchmark as if the acquisition occurred
on January 1, 2017. The pro forma net loss for the three months ended March 31, 2017 includes the additional depreciation and
amortization resulting from the adjustments to the value of property and equipment and intangible assets resulting from purchase
accounting and elimination of transaction costs. The pro forma results also include interest expense associated with debt used to fund the
acquisitions. The pro forma results do not include any anticipated synergies or other expected benefits of the acquisitions. The unaudited
pro forma financial information is not necessarily indicative of either future results of operations or results that might have been achieved
had the acquisitions been consummated as of January 1, 2017.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
The unaudited pro forma combined results, which assumes the transaction was completed on January 1 are as follows for the three months
ended March 31, 2017.

Revenue
2017 supplemental pro forma from January 1, 2017 through
March 31, 2017

$

Net Loss

45,005

$

Weighted
Average
Shares

Loss per Share

(3,205)

$

(0.75)

4,279,497

NOTE 5. ACCOUNTS RECEIVABLE
Accounts receivable, net for the following:
March 31,
December 31,
2018
2017
$
43,137 $
39,612
5,448
8,555
9,542
4,510
20,794
10,077
(670)
(555)
$
78,251 $
62,199

Uncompleted contracts
Completed contracts
Accounts receivable
Unbilled receivable
Allowance for doubtful accounts
Accounts receivable, net

Accounts receivable from customers are generated from revenues earned after the installation or service for a job has been completed,
inspected and approval has been obtained by its customer. The Company segments some of its large contracts into smaller more
manageable contracts which allows for certain jobs to be completed, inspected and approved for payment by the customer in less time than
non-segmentation. Unbilled Accounts Receivable are generally invoiced when authorized by the service provider typically within 90 to 180
days after the Company completes its performance obligation. The payment terms are generally 30 days.
NOTE 6. INTANGIBLE ASSETS AND GOODWILL
The fair value of identifiable intangible assets consisted of the following at March 31, 2018:
Weighted average
remaining useful
life (months)
Indefinite- Lived Intangible
Goodwill

—

Definite- Lived Intangibles
Trademarks and tradenames
Customer relationships
Contracts in progress
Non-compete
Total Definite Intangible Assets
Total Intangible Assets

Gross
Carrying
Amount
$

35,672

$

2,749
22,743
10,632
548
36,672
72,344

72.7
72.7
7
48.7

Net
Carrying
Amount

Accumulated
Amortization
$

—

$

370
3,059
7,695
105
11,229
11,229

$

35,672

$

2,379
19,684
2,937
443
25,443
61,115

The Company completed its annual goodwill impairment assessment as of March 31, 2018. As a result of the Company’s annual
assessment, the Company determined that the fair value of the indefinite-lived intangible asset was substantially in excess of its carrying
values and no impairment had occurred. The Company continues to believe that goodwill and the indefinite-lived intangible asset are
recoverable; however, significant adverse changes in the projected revenues and cash flows of the Company could result in an impairment
of goodwill or the indefinite-lived intangible asset. There can be no assurances that goodwill or the indefinite-lived intangible asset may not
be impaired in future periods.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
Amortization expense for the three months ended March 31, 2018 and 2017 totaled $2,253 and $-0-. For the three months ended March 31,
2018, amortization expense of $938 was charged to operating expenses and $1,315 was charged to cost of revenues.
NOTE 7. NOTES PAYABLE
Outstanding promissory notes and other notes payable consisted of the following:
March 31,
2018
Vendor notes issued to settle litigation, bearing interest rates between 0% and 6% per annum,
terms range from 1 to 48 months.

$

December 31,
2017
738

$

890

Short-term agreements, due between one and six months

3,258

7,315

Short-term notes payable bearing interest at stated rates between 4% and 12% per annum.
Terms range from 3 to 36 months

8,467

5,214

Obligations under capital leases, bearing interest rates between 4.1% and 8.2% per annum,
secured by equipment having a value that approximates the debt value. Terms range from 48 to
60 months.

564

695

Various Equipment notes, bearing interest rates between 1.5% and 18% per annum, secured by
equipment having a value that approximates the debt value. Terms range from 30 to 72 months

1,430

1,507

14,457
(2,341)
12,116
(10,182)
1,934

15,621
(3,138)
12,483
(10,488)
1,995

Total Notes Payables
Less: Original issue discount and deferred financing costs
Notes payable, net of original issue discount and deferred financing costs
Less: Current portion
Total Notes non-current portion

$

$

During the three months ended March 31, 2018 and year ended December 31, 2017, the Company borrowed an aggregate of $11,725 and
$6,877, net of original issue discounts of $2,713 and $546 and deferred financing costs of $475 and $115, respectively, under seventeen
promissory notes payable. The promissory notes payable are unsecured, bear interest between 4% and 12% per annum and mature between
three and six months. During the three months ended March 31, 2018, and the year ended December 31, 2017, the Company repaid a total
of $11,068 and $1,453 in cash and issued an aggregate of 117,829 and 3,652,640 shares of common shares for the payment of $808 and
$937 in promissory note principal and accrued interest, respectively.
NOTE 8. SENIOR DEBT
The Company’s senior credit facility, the (“Facility”) as amended provides financing at the discretion of the lender with an interest rate of
12% paid quarterly in arrears and includes a “payment in kind” (PIK) provision providing a 4% per annum increase in the principal balance
monthly. The Facility is due on March 31, 2019 and is secured by all assets of the Company.
During January 2018, the Company received $23 for a note under the terms of the facility and converted $867 in PIK interest and $110 in
debt discount into principal, all due March 31, 2019.
The Company recognized $1,096 and $249 in interest expense from the amortization of original issuance discounts and deferred financing
costs during the three months ended March 31, 2018 and 2017, respectively, and $4,370 and $5,429 remained unamortized as of March 31,
2018 and December 31, 2017, respectively.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)

Senior note payable
Less: Original issue discount
Less: Deferred financing cost
Total Senior note payable, non-current portion

$

$

March 31,
2018
30,778
(3,918)
(452)
26,408

December 31,
2017
$
29,475
(4,901)
(431)
$
24,143

The Company is in compliance with its debt covenants.
NOTE 9. RELATED PARTY TRANSACTIONS
Guarantees/Related Party Advances
The Chief Executive Officer (“CEO”) provided cash advances witnessed by interest-bearing notes totaling $438 and $536, as of March 31,
2018 and December 31, 2017, respectively. Additionally, the CEO provided a personal credit card account for the purchase of goods and
services by FTE. While the credit card balances are reflected in the Company’s books and records, the CEO is personally liable for the
payment of the entire amount of the open credit obligation, which was $14 and $12 as of March 31, 2018 and December 31, 2017,
respectively.
Additionally, the Company entered into several secured equipment financing arrangements with total obligations of approximately $117
and $345 as of March 31, 2018 and December 31, 2017, respectively that required the guaranty of a Company officer, which was provided
by him.
The Chief Financial Officer (“CFO”) provided an unsecured, interest-bearing note totaling $150 during the year ended December 31, 2017.
The balance on the note was $50 and $80 as of March 31, 2018 and December 31, 2017, respectively. Additionally, the CFO personally
guaranteed several secured equipment financing arrangements with total obligations of approximately $351 and $562 at the three months
ended March 31, 2018 and the year ended December 31, 2017, respectively.
The CFO also provides a personal credit card account for the purchase of goods and services by FTE. While the credit card balances are
reflected in the Company’s books and records, the CFO is personally liable for the payment of the entire amount of the open credit
obligation, which was $15 and $14 at March 31, 2018 and December 31, 2017, respectively.
Mr. Chris Ferguson, a member of the Board of Directors, has provided cash advances totaling $147 as of March 31, 2018 and December
31, 2017.
Benchmark Acquisition
On April 20, 2017, the Company issued Series B Notes in the aggregate principal amount of $30,000 to the former owners of Benchmark
and significant shareholders of the Company, which mature on April 20, 2020. Interest is computed at the rate of 3% per annum on the
outstanding principal. Interest expense was $222 for the three months ended March 31, 2018 and accrued interest expense was
approximately $850 and $634 as of March 31, 2018 and December 31, 2017, respectively.
On April 20, 2017, the Company issued Series C Notes in the aggregate principal amount of $7,500 to the former owners of Benchmark
and significant shareholders of the Company, which mature on October 20, 2018. Interest computes at the rate of 3% per annum on the
outstanding principal. Interest expense was $51 for the three months ended March 31, 2018 and accrued interest expense was
approximately $203 and $153 as of March 31, 2018 and December 31, 2017, respectively.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
Related party notes related to the acquisition consisted of the following:
Total related party notes consisted of the following:
March 31, 2018
CEO and Board Member Cash Advance
CFO
Series A Notes
Series B Notes
Series C Notes

$

Less: current portion
Less: discount on related party notes
Total related party notes

December 31, 2017
1,043
80
12,942
30,633
7,403
52,101
(8,526)
(5,045)
$
38,530

826
50
13,101
30,860
6,727
51,564
(7,603)
(4,438)
39,523

$

$

NOTE 10. COMMITMENTS AND CONTINGENCIES
The Company is involved in litigation claims arising in the ordinary course of business. Legal fees and other costs associated with such
actions are expensed as incurred. In addition, the Company assesses, in conjunction with its legal counsel, the need to record a liability for
litigation and contingencies. The Company reserves for costs relating to these matters when a loss is probable and the amount can be
reasonably estimated. There have been no material developments in any legal proceedings since the disclosures contained in the
Company’s Form 10-K for the year ended December 31, 2017.
NOTE 11. STOCKHOLDERS’ EQUITY
Dividends
Dividend charges recorded during the three months ended March 31, 2018 and 2017 are as follows:
For the Three Months Ended
March 31,
2018
2017
Series
A
A-1
Total

$

13
7
20

$

$

13
7
20

$

Accrued dividends payable included in accrued expenses are as follows:
March 31,2018
Series
A
A-1
Total

$
$

372
258
630

December 31,2017
$
$

354
257
611

Subscription Receivable
As of March 31, 2018, 140,229 shares of common stock issued to employees were vested at a fair value of $5,069. As of March 31, 2017,
182,692 shares that were previously issued to employees with a fair value of $3,587 remained unvested. Because these common shares are
subject to forfeiture if the employees are no longer employed with the company at the end of their employment agreements, their unvested
value is carried in subscriptions receivable in stockholders’ equity.
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FTE NETWORKS, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
Shares to be Issued:
During the three months ended March 31, 2018, the Company sold shares of its common stock to individual investors. Net cash proceeds
received by the Company was $5,437 and 807,531 shares of its common stock were sold. Stock issuances costs totaled $619. The shares
will be issued to the investors during the second quarter of 2018.
Equity Transactions (in whole dollars)
During the three months ended March 31, 2018, the Company issued 281,655 shares of its common stock with a fair value of $5,633,000 to
settle debt.
During the three months ended March 31, 2018, the Company issued 135,000 shares of its common stock with a fair value of $2,455,000
pursuant to consulting agreements.
During the three months ended March 31, 2018, the Company issued 26,667 shares of its common stock to individual investors, which
resulted in net proceeds to the Company of $200,000.
During the three months ended March 31, 2018, the Company issued 25,750 shares of its common stock with a fair value of $447,000 to
members of the Board of Directors.
During the three months ended March 31, 2018, the Company issued 14,277 shares of its common stock with a fair value of $300,000 to
settle certain legal matters.
NOTE 12. STOCK BASED AWARDS
Effective on November 8, 2017, the Company’s Board of Directors adopted the 2017 Omnibus Incentive Plan (“2017 Plan”) which
provides for up to an additional 3,000,000 common stock shares available for issuance to provide for long-term incentive for officers,
employees directors and/or consultants to directly link incentives to stockholder value. The Company’s 2017 Plan provides for awards of
common stock in the form of incentive stock options, non-qualified stock options, SARs, restricted stock, performance shares or other
stock-based awards. The 2017 Plan was approved by written consent by stockholders holding a majority of voting power. Awards are
discretionary and are determined by a majority of the independent directors of the Board of Directors. The exercise price of stock options
are equal to the fair market value of the underlying Common Stock on the date of grant. The options vest on the anniversary of the grant
over a four-year term.
The following table summarizes stock option award activity during the three months ended March 31, 2018:

Outstanding as of December 31, 2017
Granted
Options exercised
Canceled
Outstanding as of March 31, 2018
Exercisable options as of March 31, 2018

Shares
47,870
—
—
—
47,870
12,750

Stock Options
Weighted Average
Weighted
Remaining
Average
Contractual
Exercise Price
Life (In years)
8.72
8.4
$
—
—
—
—
—
—
8.72
8.2
8.0

4.6

Aggregate
Intrinsic Value
(In thousands)
65
—
—
—
532
150

Stock compensation expense related to the options totaled approximately $15 and $-0- for the three months ended March 31,2018 and
2017.
As of March 31, 2018, the Company had unrecognized compensation expense related to stock options, of $197. This expense will be
recognized over a weighted-average number of years of 3.5, based on the average remaining service periods for the awards.
The aggregate intrinsic values presented above represent the total pre-tax intrinsic values (the difference between the Company’s closing
stock price of $19.78 on the last trading day, March 29, 2018 and the exercise price, multiplied by the number of in-the-money options) that
would have been received by the option holders had all option holders exercised their options on the last trading day of the first quarter of
2018. The amount of aggregate intrinsic value will change based on the price of the Company’s Common Stock.
There were no additional stock options granted, exercised or forfeited for the three months ended March 31, 2018.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(unaudited)
(in thousands, except share and per share information)
Warrants
A summary of the warrant activity for the three months ended March 31, 2018 is as follows:

Number of
Warrants
980
150
—
—
1,130
1,130

Outstanding, December 31, 2017
Issued
Exercised
Expired
Outstanding, March 31, 2018
Exercisable, March 31, 2018

$

$

Weighted
Average
Exercise
Price
13.00
10.00
—
—
$
12.73

Weighted
Average
Remaining
Life in Years
3.59
3.99
—
—
3.79

NOTE 13. CUSTOMER CONCENTRATION
Accounts receivable and revenue from the Company’s major customers as of March 31, 2018 and 2017 are as follows:

Customer A
Customer B
Customer C
Customer M

Customer A
Customer B
Customer C
Customer M

$
$
$
$

Revenues
2018
2017
18,658 $
—
15,646 $
—
10,619 $
—
— $
3,967

% of Total Revenue
2018
2017
23%
19%
13%
—%

—%
—%
—%
78%

$
$
$
$

Accounts Receivable
2018
2017
10,814 $
—
5,744 $
—
6,947 $
—
— $
6,989

% of Total
Accounts Receivable
2018
2017
22%
12%
14%
—

—%
—%
—%
70%

Revenue from the Predecessors major customers as of March 31, 2017 are as follows:
Revenues

Customer D
Customer E
Customer F

$
$
$

% of Total Revenue
(Predecessor)
2017
11,615
29%
6,905
17%
6,692
17%

The Company’s customer base is highly concentrated. Revenues are non-recurring, project-based revenues, therefore, it is not unusual for
significant period-to-period shifts in customer concentrations. Revenue may significantly decline if the Company were to lose one or more
of its significant customers, or if the Company were not able to obtain new customers upon the completion of significant contracts.
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(unaudited)
(in thousands, except share and per share information)
NOTE 14. COSTS AND ESTIMATED EARNINGS ON UNCOMPLETED CONTRACTS
Costs and estimated earnings in excess of billings on uncompleted contracts are summarized as follows:
March 31, 2018
December 31, 2017
165,964 $
147,117
38,066
46,277
204,030
193,394
(199,478)
(212,472)
$
4,552 $
(19,078)

Costs incurred on uncompleted contracts
Estimated earnings

$

Billings to date

Included in the accompanying balance sheets:
Costs and estimated earnings in excess of billings
Billings in excess of costs and estimated earnings
Total

$

4,552
4,552

$

11,226
(30,304)
(19,078)

NOTE 15. BACKLOG
The following is a reconciliation of backlog representing signed contracts in progress at March 31, 2018:
Balance – December 31, 2017
New contracts and adjustments

$

244,645
42,432
287,077
(81,114)

$

205,963

Less contract revenues earned for the three months ended March 31, 2018
Balance – March 31, 2018
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Item 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
The following discussion should be read in conjunction with our unaudited condensed consolidated financial statements and notes thereto
included herein. In connection with, and because we desire to take advantage of, the “safe harbor” provisions of the Private Securities
Litigation Reform Act of 1995, we caution readers regarding certain forward-looking statements in the following discussion and elsewhere
in this report and in any other statement made by, or on our behalf, whether or not in future filings with the Securities and Exchange
Commission. Forward-looking statements are statements not based on historical information and which relate to future operations,
strategies, financial results or other developments. Forward looking statements are necessarily based upon estimates and assumptions that
are inherently subject to significant business, economic and competitive uncertainties and contingencies, many of which are beyond our
control and many of which, with respect to future business decisions, are subject to change. These uncertainties and contingencies can
affect actual results and could cause actual results to differ materially from those expressed in any forward-looking statements made by, or
on our behalf. Words such as “anticipate,” “estimate,” “plan,” “continuing,” “ongoing,” “expect,” “believe,” “intend,” “may,” “will,”
“should,” “could,” and similar expressions are used to identify forward-looking statements. We disclaim any obligation to update
forward-looking statements.
Unless the context requires otherwise, references in this document to “FTE”, “we”, “our”, “us” or the “Company” are to FTE Networks,
Inc. and its subsidiaries. References to “Benchmark” or “Predecessor” in this document refers to Benchmark Builders, Inc., FTE’s wholly
owned subsidiary. Predecessor financial information has been provided since our operations before the acquisition of Benchmark were
insignificant relative to the operations acquired. Unless otherwise noted, dollar amounts are presented in thousands.
Overview
FTE Networks, Inc, is a leading networking infrastructure and interior full-service contractor for state-of-the-art networks and commercial
properties. We provide general contract management, and provide end-to-end design, build and support solutions to create the most
transformative smart platforms and buildings.
We completed the acquisition of Benchmark, a leading provider of construction management services based in New York for $74,245 on
April 20, 2017. The transaction allows us to offer services to each other’s clients and expand their offerings nationally. As a wholly-owned
subsidiary of ours, Benchmark will continue to operate under its current successful model while also offering our “compute to the edge”
technology in New York City and the surrounding region. The transaction enables us to expand infrastructure services for ISP through
current and future Benchmark client base. Benchmark gives us access to major developers including REITs as potential CrossLayer
technology clients. Additionally, the transaction strengthens the opportunity to win contracts from Fortune 100/500 companies and enables
Benchmark to access more clients as a public company.
We operate primarily in two segments: the infrastructure segment and the technology segment. The infrastructure segment includes FTE
Networks Services (network infrastructure solutions); and Benchmark (construction management), which provides end-to-end interior
design, build and support solutions. The technology segment which includes CrossLayer, Inc. (managed network services with first-of-itskind advanced network and cloud platform) became operational during October of 2017, with immaterial operations during the three
months ended March 31, 2018.
Critical Accounting Policies
The following critical accounting policy for Revenue Recognition became effective on January 1, 2018 upon our adoption of Accounting
Standards Codification No. 606, “Revenue from Contracts with Customers”. There were no other material changes from the critical
accounting policies set forth in “Management’s Discussion and Analysis of Financial Condition and Results of Operations” set forth in our
Annual Report 10-K filed with the Securities and Exchange Commission (“SEC”) on April 18, 2018. Please refer to that document for
disclosures regarding other critical accounting policies related to our business.
Discussion of Operation Results for the Three months ended March 31, 2018 and 2017
Overview
For the three months ended March 31, 2018 and 2017, we reported condensed consolidated net loss of $10,184 and $3,991, respectively, an
increase of $6,193 or 155%. The increase in the condensed consolidated net loss was attributable to several factors, an increase in operating
expenses of $8,964, an increase in other expenses of $5,745 partially offset by increase in gross profit of $9,083.
The net income of the Predecessor for the three months ended March 31, 2018 and 2017 was $6,572 and $786, respectively, an increase of
$5,786 or 736%. The increase in net income of the Predecessor was primarily due to an increase in gross profit of $4,910 and a decrease in
operating expenses of $904 quarter-over-quarter.
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Revenues and Gross Profit
Our consolidated revenues for the three months ended March 31, 2018 were $85,145 as compared to revenues of $5,086 for the three
months ended March 31, 2017, resulting in an increase of $80,059. The increase in revenues were attributable to Benchmark’s contribution
of $81,114 in revenue offset by a decrease in revenues of $1,055 by FTE quarter-over-quarter. The increase in the cost of revenues of
$70,975 that were attributable to Benchmark totaled $68,593and an increase in costs of revenue of $2,382 by FTE for the three months
ended March 31 ,2018 as compared to March 31, 2017. The gross profit margin decreased from 47% to 13% for the three months ended
March 31, 2017 and 2018, respectively, due to Benchmark’s gross profit margins being lower than those of the FTE and amortization of
certain intangible assets were included in the cost of goods sold for Benchmark. Predecessor revenue for the three months ended March 31,
2018 totaled $81,114 as compared to $39,919 for the three months ended March 31, 2017, an increase of $41,195or 103.2% which was
primarily due to the completion of several large projects during the first quarter of 2018. During the first quarter of 2017, Predecessor
revenue decreased as Benchmark was completing older projects while it began to build its backlog during 2017. Several of the newly
awarded projects which began in the fourth quarter of 2017 have been completed during the three months ended March 31, 2018, resulting
in the increase in revenue for the first quarter of 2018. Gross margin for the Predecessor is 15% exclusive of the impact of the $1,315
amortization expense which is charged to operations as a of result the acquired intangible assets from the acquisition.
Operating Expenses
Our operating expenses were $11,341 and $2,385 for the three months ended March 31, 2018 and 2017, respectively, representing an
increase of $8,964 or 377%. The increase in operating expenses primarily relate to the following: i) an increase in compensation expense of
$4,451 which includes the addition of $4,011 of normal operating expenses of Benchmark during the three months ended March 31, 2018,
which were not represented in the corresponding period of 2017 and, to a lesser extent, increased headcount due to the acquisition; ii)
selling, general and administrative expenses increased by $3,225, which includes the addition of $1,923 of normal operating expenses
incurred by Benchmark during the three months ended March 31, 2018 which were not represented in the corresponding period of 2017, in
addition to share-based compensation and consulting fees; and iii) an increase in amortization expense of intangible assets of $938, related
to intangible assets acquired in the acquisition. Operating expenses for the Predecessor totaled $5,941 for the three months ended March 31,
2018 as compared to $6,844 for the three months ended March 31, 2017. The decrease in operating expenses of $904 of the Predecessor
was primarily due to a reduction in compensation expenses of $845 and, to a lesser extent, travel and occupancy cost.
Other Income and Expense
Our other expenses were $9,746 and $3,994 for the three months ended March 30, 2018 and 2017, respectively, representing an increase of
$5,745 or 144%, the increase was primarily due to the following; i) an increase in amortization expense of deferred financing cost and debt
discounts of $5,515; ii) increase in financing cost of $1,439, and iii) an increase in interest expense of $183 partially offset by the decrease
of $2,200 in warrant fair market valuation due to the adoption during 2017 of ASU 2017-11.
Liquidity and Capital Resources
Overview
As of March 31,2018, we had cash and cash equivalents of $9,638 and working capital of $12,540. Working capital was favorably impacted
by the following: i) increases in accounts receivable of $16,052; ii) net decrease in billings in excess of costs and estimated earnings on
uncompleted contracts of $5,115, iii) decrease in notes payables of $3,482; and iv) increase in other current assets of $2,526 partially, offset
by the increase in notes payable of $11,811. Cash flows used in operating activities for the three months ended March 31, 2018 was $5,293.
Backlog
As of March 31,2018, we had a backlog of unfilled contracts and master service agreements of approximately $396,000, which includes
$206,000, of Benchmark’s backlog and FTE Networks master service agreements of $190,000. We define backlog as the value of work-inhand to be provided for customers as of a specific date where the following conditions are met (with the exception of engineering change
orders): (i) the price of the work to be done is fixed; (ii) the scope of the work to be done is fixed, both in definition and amount; and (iii)
there is a written contract, purchase order, agreement or other documentary evidence which represents a firm commitment by the customer
to pay us for the work to be performed. These backlog amounts are based on contract values and purchase orders and may not result in
actual receipt of revenue in the originally anticipated period or at all. We may experience variances in the realization of our backlog
because of project delays or cancellations resulting from external market factors and economic factors beyond our control and we may
experience such delays or cancellations in the future. Backlog does not include new firm commitments that may be awarded to us by our
customers from time to time in future periods. These new project awards could be started and completed in this same future period.
Accordingly, our backlog does not necessarily represent the total revenue that could be earned by us in future periods.
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The following table summarizes our cash flow:

2018
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities
(Decrease)/increase in cash

$

$

For Three Months Ended March 31
2017
Increase (Decrease)

(5,293) $
(541)
(170)
(6,004) $

(3,414)
(972)
2,976
(1,410)

$
$
$
$

1,879
(431)
3,146
4,594

55%
(44.3)%
N/M
N/M

N/M – not meaningful
Cash Flows for the Three months ended March 31, 2018 and 2017
Cash Flows from Operating Activities
During the three months ended March 31, 2018 net cash used in operating activities was $5,293 as compared to $3,414 during the three
months ended March 31, 2017. For the three months ended March 31, 2018, cash used in operating activities was primarily attributable to
the net loss, the increase in accounts receivable and accounts payable and other noncash charges such as amortization of original issue
discount and deferred financing costs and amortization of intangible assets due to the acquisition partially offset by the net decrease in
excess of costs and estimated earnings on uncompleted contracts.
Cash Flows from Investing Activities
During the three months ended March 31, 2018, net cash used in investing activities was $541 as compared to $972 during the three months
ended March 31, 2017. During the three months ended March 31, 2018 and 2017, cash used by investing activities consisted of the
purchase of property and equipment of $541 and 972, respectively.
Cash Flows from Financing Activities
During the three months ended March 31, 2018, net cash used in financing activities was $170, as compared to net cash provided by
financing activities of $2,976 during the three months ended March 31, 2017. During the three months ended March 31, 2018, cash used in
financing activities was primarily a result of, payments made on notes payable was $11,431; partially offset by proceeds from note payable
totaling $6,406 and $5,437 from the proceeds of the sale of common stock. During the three months ended March 31, 2017, cash provided
by financing activities was primarily from the proceeds of notes payable of $2,946.
Management’s Liquidity Plans
During the three months ended March 31, 2018, we reported operating income of $150 and net cash used in operating activities of $5,293.
As of March 31, 2018, we had $12,540 in working capital. We believe with its current revenues of $85,145 and backlog and orders under
master service agreements of approximately $396,000 as of March 31, 2018, its sources of cash will be sufficient to maintain operations and
working capital requirements for at least the next 12 months from the date of this filing. Other sources of liquidity could include additional
potential issuances of debt or equity securities in public or private financings.
Off-Balance Sheet Arrangements
None.
Contractual Obligations
As a smaller reporting company, we are not required to provide the information requested by paragraph (a)(5) of this Item.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
As a “smaller reporting company” as defined by Item 10 of Regulation S-K, we are not required to provide information required by this
Item.
Item 4. Controls and Procedures
Disclosure Controls and Procedures
Our management carried out an evaluation, under the supervision and with the participation of our Chief Executive Officer (who is our
Principal Executive Officer) and our Chief Financial Officer (who is our Principal Financial Officer and Principal Accounting Officer), of
the effectiveness of the design of our disclosure controls and procedures (as defined by Exchange Act Rules 13a-15(e) or 15d-15(e)) as of
March 31, 2018, pursuant to Exchange Act Rule 13a-15(b). Based upon that evaluation, our Principal Executive Officer and Principal
Financial Officer concluded that our disclosure controls and procedures were not effective as of March 31, 2018.
Changes in Internal Control over Financial Reporting
During the three months ended March 31, 2018, Management took additional steps to improve its internal controls over financial reporting.
Specifically, a Director of SEC Reporting and a Controller were hired to assist the Company in the timely filing of its regulatory reports and
strengthen segregation of duties over cash and the processing of transactions in its accounting systems. Management also implemented the
consolidation of its payroll processing systems which will take effect during the second quarter of 2018. A secondary review process was
also instituted over travel and expense report processing and reimbursement. A delegation of authority matrix which outlines levels of
authority and secondary approvals was created and will be adopted in the second quarter of 2018. Management believes these changes will
improve our internal controls over financial reporting.
PART II - OTHER INFORMATION
Item 1. Legal Proceedings
The Company is involved in litigation claims arising in the ordinary course of business. Legal fees and other costs associated with such
actions are expensed as incurred. In addition, the Company assesses, in conjunction with its legal counsel, the need to record a liability for
litigation and contingencies. There have been no material developments in any legal proceedings since the disclosures contained in the
Company’s Form 10-K for the year ended December 31, 2017.
Item 1A. Risk Factors
As a “smaller reporting company” as defined by Item 10 of Regulation S-K, we are not required to provide information required by this
Item.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
On January 11, 2018, the Company issued 5,000 shares of its common stock with a fair value of $79,050 for pursuant to a consulting
agreement.
On January 11, 2018, the Company issued 3,903 shares of its common stock with a fair value of 61,706 to settle debt.
On January 17, 2018, the Company issued 7,875 shares of its common stock with a fair value of $153,563 to settle debt.
On January 24, 2018, the Company issued 15,801 shares of its common stock with a fair value of $277,782 to settle debt.
On January 23, 2018, the Company issued 20,000 shares of its common stock with a fair value of $365,600 pursuant to a consulting
agreement.
On February 1, 2018, the Company issued 10,000 shares of its common stock with a fair value of $165,000 to settle debt.
On February 8, 2018, the Company issued 41,375 shares of its common stock with a fair value of $744,750 to settle debt.
On February 9, 2018, the Company issued 19,911 shares of its common stock with a fair value of $358,398 to settle debt.
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On February 12, 2018, the Company issued 53,943 shares of its common stock with a fair value of $944,003 to settle debt.
On February 14, 2018, the Company issued 25,000shares of its common stock with a fair value of $429,000 to a Director of the Board.
On February 15, 2018, the Company issued 5,000 shares of its common stock with a fair value of $90,250 pursuant to a consulting
agreement.
On February 20, 2018, the Company issued 12,500 shares of its common stock with a fair value of $256,250 to settle a legal matter.
On February 21, 2018, the Company issued 22,043 shares of its common stock with a fair value of $479,435 to settle debt.
On February 28, 2018, the Company issued 9,857 shares of its common stock with a fair value of $236,075 to settle debt.
On February 28, 2018, the Company issued 5,000 shares of its common stock with a fair value of $119,750 pursuant to a consulting
agreement.
On March 5, 2018, the Company issued 1,100 shares of its common stock with a fair value of $27,973 to settle a legal matter.
On March 6, 2018, the Company issued 30,220 shares of its common stock with a fair value of $763,055 to settle debt.
On March 7, 2018, the Company issued 1,500 shares of its common stock with a fair value of $37,650 to settle debt.
On March 9, 2018, the Company issued 12,195 shares of its common stock with a fair value of $295,119 to settle debt.
On March 16, 2018, the Company issued 677 shares of its common stock with a fair value of $16,214 to settle a legal matter
On March 16, 2018, the Company issued 750 shares of its common stock with a fair value of $17,963 to member of the Board of Directors.
On March 20, 2018 the Company issued 26,667 shares of its common stock to an individual investor, resulting in net proceeds to the
Company of $200,000.
On March 21, 2017, the Company issued 53,032 shares of its common stock with a fair value of $1,116,324 to settle debt.
The common shares issued as described above were not registered under the Securities Act of 1933, as amended (the “Securities Act”) in
reliance upon the exemption from registration provided by Section 4(2) of that Act and Regulation D promulgated thereunder, which
exempts transactions by an issuer not involving any public offering. These securities may not be offered or sold in the United States absent
registration or an applicable exemption from the registration requirements. Certificates representing these securities contain a legend stating
the same.
Item 3. Defaults upon Senior Securities
None.
Item 4. Mine and Safety Disclosure
Not applicable.
Item 5. Other Information
None.
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Item 6. Exhibits
The following is a complete list of exhibits filed as part of this Form 10-Q. Exhibit numbers correspond to the numbers in the Exhibit
Table of Item 601 of Regulation S-K.
Exhibit

Description

31.1

Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act. *

31.2

Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act. *

32.1

Certification of Chief Executive Officer pursuant to 18 U.S. C. § 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act. *

32.2

Certification of Chief Financial Officer pursuant to 18 U.S. C. § 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act. *

101.INS

XBRL Instance Document*

101.SCH

XBRL Taxonomy Extension Schema Document*

101.CAL

XBRL Taxonomy Extension Calculation Linkbase Document*

101.DEF

XBRL Taxonomy Extension Definition Linkbase Document*

101.LAB

XBRL Taxonomy Extension Label Linkbase Document*

101.PRE

XBRL Taxonomy Extension Presentation Linkbase Document*
* Filed herewith
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SIGNATURES
Pursuant to the requirements of Section 12 of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.
FTE Networks, Inc.
Date: May 18, 2018

By: /s/ Michael Palleschi
Michael Palleschi
Chief Executive Officer

Date: May 18, 2018

By: /s/ David Lethem
David Lethem
Chief Financial Officer
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Exhibit 31.1
CERTIFICATION PURSUANT TO RULE 13a-14(a) OF THE
SECURITIES EXCHANGE ACT OF 1934
I, Michael Palleschi, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of FTE Networks, Inc.;

2.

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

3.

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

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;
(b) [Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934];
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.

[Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934];
(a) [Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934]; and
(b) [Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934];

May 18, 2018

By: /s/ Michael Palleschi
Name: Michael Palleschi
Title: Chief Executive Officer
(Principal Executive Officer)
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Exhibit 31.2
CERTIFICATION PURSUANT TO RULE 13a-14(a) OF THE
SECURITIES EXCHANGE ACT OF 1934
I, David Lethem, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of FTE Networks, Inc.;

2.

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

3.

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

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;
(b) [Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934];
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about
the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such
evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s
most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5.

[Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934];
(a) [Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934]; and
(b) [Omitted pursuant to Exchange Act Rule 13a-14 of the Securities Exchange Act of 1934];

May 18, 2018

By: /s/ David Lethem
Name: David Lethem
Title: Chief Financial Officer
(Principal Accounting Officer)
30

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. §1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Michael Palleschi, Chief Executive Officer of FTE Networks, Inc. (the Company), certify, that pursuant to Section 1350 of Chapter 63 of
Title 18 of the United States Code:
1.

The Company’s Quarterly Report on Form 10-Q for the period ended March 31, 2018, as filed with the Securities and Exchange
Commission on the date hereof (the Report) fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

2.

Information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company as of the dates and for the periods expressed in the Report.

/s/ Michael Palleschi
Michael Palleschi
Chief Executive Officer and Principal Executive Officer
Dated: May 18, 2018
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Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. §1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, David Lethem, Chief Financial Officer of FTE Networks, Inc. (the Company), certify, that pursuant to Section 1350 of Chapter 63 of
Title 18 of the United States Code:
1.

The Company’s Quarterly Report on Form 10-Q for the period ended March 31, 2018, as filed with the Securities and Exchange
Commission on the date hereof (the Report) fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

2.

Information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company as of the dates and for the periods expressed in the Report.

/s/ David Lethem
David Lethem
Chief Financial Officer and Principal Financial Officer
Dated: May 18, 2018
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