Telestone’s Road to Infrastructure Upgrades

—Telestone Chairman and CEO Daging Han Interviewed by the Economic Observer

Driving 40 kilometers south from Beijing along the Jingkai Highway brings you to
Gu’an County in Hebei Province. Mr. Daging Han, Chairman and Chief Executive Officer of
Telestone Technologies Corporation (NASDAQ:TSTC), cannot recall how many times he has
traveled this route since the beginning of 2011. Rather than merely staying rooted in the
bustling metropolis, Telestone has opened up a new world of research and development with
ongoing construction in the Gu’an Development Area, which, Mr. Han believes, solidly
prepares the company for a jumpstart to future growth.

Telestone, founded in October 1997, was previously headquartered in the Zhongguancun
high-tech district of Beijing. The high-tech telecommunications equipment company
leverages its technology R&D, product development and manufacturing expertise to provide
integrated engineering services, focusing on providing the best solutions for “Intelligent
Premises Systems” to its clients in recent years.

Most technology companies tend to have low public visibility, but they can have a
tremendous impact on our daily life. While the fact is little known, the last-mile
telecommunications access networks in many residential communities and office buildings
are enabled by Telestone. In 2004, Telestone went public in the U.S., the first Chinese
company listed in the U.S., at that time focusing on cellular signal coverage as its core
business.

However, the success of an overseas listing turned out not to be “the last mile” for Mr.
Han, nor a guarantee of a carefree future. His conception of business and prospects coincides
with the great infrastructure upgrade in China. Not resting on the glories of the past, Mr. Han
revived his entrepreneurship. And this time, he chose to set off to the Gu’an Development

Area, in a remote, developing county, lacking the skyscrapers of Beijing.

From 2G to 3G
At the time of its founding in 1997, Telestone was fully engaged in the research and
development of the 2G outdoor wireless signal technology and provided quality solutions for

outdoor wireless signal coverage. Benefiting from its technological advantage in this area,



Telestone enjoyed rapid growth for the next few years.

The breakthrough on 2G technologies created a solid foundation for Telestone’s success
in Phase One of the Company’s development. Unlike its peers, who mostly focused on the
large 2G market, Telestone did not stop with 2G, a market that was maturing but also losing
its great potential, though the Company also benefited from it. Rather, Telestone started to
develop 3G technologies, in line with the direction of global communications technologies.

In cooperation with the telecom carriers, the R&D team led by Mr. Han developed a lot
of expertise and developed forward-looking technologies to prepare the company for the
upcoming 3G network construction in China. “We made it clear back in 2005 that we were
set to develop our own technologies,” commented Mr. Han.

Following intensive R&D in 2005 and 2006 and benefiting from interactions with
overseas industry experts, Telestone successfully rolled out its own 3G wireless signal
coverage system, which became popular with carriers following its launch due to its reliable
backup of 3G network coverage.

This unique technology that Telestone independently developed in just two years also
won much attention from telecommunication industry experts and academics. Its 3G wireless
signal coverage system, with unique advantages over the traditional wireless coverage
technologies, was considered by some professionals as “leading the revolution of indoor
coverage technologies in the 3G era.”

Mr. Han explained the various advantages of the 3G-based technology in more detail.
“First, it provides the maximum coverage at minimal upgrade cost; second, it’s very flexible
in allowing the separate adjustment of source power, transmission, and capacity; third, can be
used to upgrade existing wireless network coverage; fourth, it has few requirements for
source matching; fifth, it has a wide transmission distribution range, high capacity and strong
data-sharing features; sixth, it’s highly adaptable to different coverage scenarios; and seventh,
it effectively reduces the correlation between capacity and coverage.”

“Carriers want high-quality indoor wireless access networks with minimal cost, while
seeking to guarantee the performance of wireless networks. By adopting an advanced system
design concept, Telestone’s 3G wireless signal coverage technology has achieved strong

recognition within the industry,” added Mr. Han.



Upgrading along with “Integration”

Not resting on its laurels from its "3G wireless signal coverage technology", Telestone
also anticipated China’s desire to accelerate the “integration of telecommunications, TV, and
radio broadcasting and Internet access into one unified network™ for the ultimate end of
information sharing. The company soon took action.

Based on its rich experience in technology R&D and 2G and 3G network engineering,
Mr. Han realized that the existing communication network was full of redundancy, with
China Mobile, China Unicom, China Telecom, and the State Administration of Radio, Film
and Television (SARFT) each building their own independent networks without coordination,
which would become a prominent issue with the rapid development of the 3G technology. In
response, he developed a new concept, which would essentially transform the communication
technology used in the past to establish an “Intelligent Premises System” that can host
various communication types on one unified network.

To that end, Mr. Han himself led the R&D team to focus on the effort. Two years later,
the Telestone Intelligent Premises System (“TIPS”), which is based on the Telestone Premises
Neuron Network (TPNN), emerged. This is a brand-new concept that reflects Mr. Han’s
understanding and command of the related technology and market, as well as a breakthrough
in meeting the challenges that the Company had met during the development phase. After that,
Telestone embarked the road of infrastructure upgrades at the forefront of the
telecommunications industry.

The TPNN-based TIPS platform uses an optical fiber as the transmission medium, and it
is the only unified network around the globe that can host information transmission for
fixed-line telecom networks, mobile networks such as 2G/3G/WLAN/4G, Internet, cable TV
and the Internet of Things. This platform creates a multiple-business service integration
model within a network of full coverage. TIPS is a leading-edge technology that fully
compatibility with all mainstream information communication networks, intelligent control
management, and also offers energy savings and environmentally friendly features. Since it is
closely connected to the integration of telecommunications, TV and radio broadcasting, and
Internet access onto one unified network, TIPS has become a backbone technology for the
implementation of the “Smart City” initiative and the Internet of Things.

Mr. Han is proud of the social implications that TIPS has created. “Information networks



using TIPS in the premises can replace the five LANSs that every company office uses, in
addition to all types of cables used in fixed and mobile access networks,” he commented.
“This has realized the ideal of fiber to the home, fiber to the desktop and even fiber to any
communications and sensor terminal. In addition, TIPS is environmentally friendly and cost
efficient. The technology can significantly reduce electromagnetic wave intensity, reduce the
use of copper and aluminum metal, improve urban landscapes by eliminating numerous
telephone poles and communication towers, wires and cables, while cutting cost and
improving profitability for operators and landlords.”

“Opportunities always favor those who are well prepared,” said Mr. Han. In 2010, when
China started to integrate telecommunications, TV and radio broadcasting, and Internet
access onto one unified network, TIPS also ushered in this market. Presently, the platform has
been applied to a number of domestic and international projects, including: Wuxi Software
Park (Jiangsu Province); the Beijing-Shanghai High-speed Railway ;the Beijing Academy of
Forestry; the Material Evidence Identification Center under the Ministry of Public Security;
China Ruida Plaza (where Telestone is headquartered), as well as the Hermann Memorial
Hospital in Houston, Texas in the U.S. Across China, TIPS has established a presence in
major provinces, including: Beijing, Hebei, Gansu, Liaoning, Sichuan, Henan, Shandong,

Fujian, Hunan, Guangdong, Guizhou, Shaanxi, Inner Mongolia, and Shanxi, and others.

Place of Dreams

2011 is the fourteenth year since Telestone’s founding. Mr. Han and his company have
materialized the dreams of the first two stages of corporate development. The marketing
boom that the TIPS technology has created has positioned Mr. Han to further enhance the
company’s status in the telecommunications industry and provides a foundation for him to
continue his dream at the Gu’an Development Area.

In June, Telestone broke ground on the TIPS Industrial Park in the Gu’an Development
Area (located in Gu’an County, Hebei province). This facility is expected to upgrade the
Company’s R&D and manufacturing capabilities. Construction of the new facility is presently
is in full swing. The project is divided into three phases and will occupy approximately a total
of 160,000 square meters, creating separate centers for research and development,

manufacturing, general testing, and training. The Company has completed the main structure



as part of Phase I. The facility is expected to be completed in March 2012 and enter trial
production in May 2012. Phase Il occupies approximately 42,000 square meters and is
expected to be completed by the end of 2012. Phase Ill occupies approximately 76,000
square meters and is expect to be completed by the end of 2013. Total investment in the new
facility is estimated at RMB 1 billion (approximately $158 million).

For Mr. Han, the new facility will not only significantly boost Telestone’s revenues, it
will also provide a critical boost to the company’s future development. He believes that
Telestone will enter a fast-growing stage in the company’s third “Seven Years.”

This development stage coincides with China’s infrastructure upgrades in terms of its
content and characteristics. As is widely known, China has worked to develop its economy;,
and one key component is to possess self-created intellectual property to enhance the position
of “Made in China” within the global supply chain. This generally coincides with Mr. Han’s
vision for the Company.

For Mr. Han, the unique TIPS platform is the golden key to Telestone’s future. He
selected Gu’an as the site for the new facility for the following reasons.

In recent years, under the pressure of infrastructure transformation and upgrades in China,
several mature industrial parks have encountered difficulties and challenges. It took Mr. Han
quite some time to choose a place that is right for the company. Ultimately, the Gu’an
Development Area stood out. Mr. Han believes that Gu’an has four advantages, i.e.:
geographical proximity, local government support for electronics and information industries,
one-stop worry-free steward-like services, and preferential land policy. These advantages
enabled Telestone to make a quick decision and to center the Company’s next stage of
development in Gu’an. Following 14 years of ups and downs in business, Telestone, which is
founded on integrity, is venturing out on its way for prosperity from a newer and higher
starting point, commented Mr. Han.

For the next seven years, Mr. Han and Telestone will develop the site in the Gu’an
Development Area. Holding a high-tech key to the future and riding on the wave of China’s

infrastructure upgrades, he has begun a new journey.

(This interview was published in the Economic Observer on October 31, 2011.)



Safe Harbor Statement

This release contains certain “forward-looking statements” relating to the business of
Telestone Technologies Corporation and its subsidiary companies. Forward-looking
statements can be identified by the use of forward-looking terminology such as “believes,
expects” or similar expressions. Such forward looking statements involve known and
unknown risks and uncertainties, including all business uncertainties relating to product
development, marketing, concentration in a single customer, raw material costs, market
acceptance, future capital requirements, competition in general and other factors that may
cause actual results to be materially different from those described herein as anticipated,
believed, estimated or expected. Certain of these risks and uncertainties are or will be
described in greater detail in our filings with the Securities and Exchange Commission.
Telestone Technologies is under no obligation to (and expressly disclaims any such
obligation to) update or alter its forward-looking statements whether as a result of new
information, future events or otherwise. This press release shall not constitute an offer to sell
or the solicitation of an offer to buy nor shall there be any sale of these securities in any state
or jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration
or qualification under the securities laws of such state or jurisdiction.
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