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\  Determination of Parameters for the Gompertz-Makeham Model
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Life Estimate for Distribution Metallic Cable

We eslimated the average remaining life (ARL) of distribution metallic cable after
considering serv.ze drivers, replacing technologies, replacement scenarios in the
inter-office and fesder, and an increasingly competitive environment. Although
the current peiiztration level of fiber in the distribution is low, we were able to use
this information tc make a reasonable estimate of the rate of displacement of
distribution metallic cable and the associated end-point of this technology.

The services that will support the deployment of last mile technologies will
probably be offered in association with traditional telephony services. Further,
there will be a variety of providers that will offer these services. The demand for
data connectivity is growing rapidly. Among the applications for data connectivity
are Internet access, access to business computer systems and multimedia
services. These services are growing in popularity, which means that the
number of users is increasing, but also the bandwidth needs of each application
is growing. The result is an exponential growth in capacity requirements for
customer access.

Other new services are being developed and expanding. Many aie related to
the Internet but deserve separate mention because of their potential impact.
Electronic commerce, distance learning and tele-medicine will continue to gain

acceptance. A myriad of services will certainly drive the efforts to pave the last
mile with ample capacity.

The distribution portion of the telephony network is often called the “last mile”™ in
reaching customers with new services. It is important to note that there are
many ways, in addition to distribution metallic or fiber cable, that this last mile
may be traversed. Although we included in our study only one displacing
technology in the distribution, it is becoming increasingly apparent that various
technologies will be used in the last mile to the customer. Fiber willbe used as a
direct replacement for copper cable and offers many advantages such as greater
capacity and improved reliability. Coaxial cable reaches a large number of
customers and will be used to provide data and telephony services in addition 1o
conventional cable TV. Wireless technologies will be used in both mobile and
fixed arrangements as an alternative to metallic cable,

Service providers will have the choice of these technologies as they consider the
advantages of each and the particular conditions of each serving area. Wireless
technologies have the advantage of relatively low entrance costs and are less
sensitive to market share variability. Fiber, on the other hand, offers greater
capacity and more security, but presents a large fixed investment. Coaxial cable
already has significant penetration and can, with the proper electronics, be used
to provide two-way communication. Declining prices, especially for wireless, will
make these technologies attractive replacements for metallic cable.
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We have two other metallic cable replacement scenarios that can be used as
madeis for the analysis of distribution copper cable. Fiber displaced copper in
the inter-office more rapidly than any other displacement scenario. Fiber
deploymeant is progressing in the feeder but at a slower pace. This is to be
expacted ovecause of the lower traffic concentration in the feeder. While the
distrioutior nas even less traffic concentration, we expect that the ultimate
displaceinent of metaliic cable to be similar to that of the feeder. This is due to
the factors mentioned above and summarized in the table below.

Service Drivers
Data connectivity
Internet Access
Multi-media Services
Distance Learning
Tele-medicine
Electronic Banking
Electronic Commerce

Replacing Technologies
Fiber

Coaxia! Cable

Cellular / PCS

Wireless Local Loop

Replacing Companies
ILECs

CLECs

Cable TV

CAPs
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\ Derivation of Mortzality Displacement Rates for Metallic Feeder Cable
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PROPRIETARY
] Age Distribution Data for Aerial and Buried Cable
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