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I . Summary of 1H20 P G Vear over yeor

(2-for-1, Dec. 31, 2020)

Upward Revision: FY20 Financial Target & Dividend Forecast Stock Split Announced

As IT utilization becomes Main stream adoption in Japan,

Enterprise Recurring Revenue accumulation contributed to profit expansion, S| demands also recovered

)
1H20: Revenues ¥101.7 bn+2.5% Operating Profit ¥5.2 bn+56.3% Net Profit ¥2.8 bn+57.7%
Enterprise Recurring Revenuqf;:c)ming WAN) Gross Profit Operating Profit
1H18 1H19 1H20 1H18 1H19 1H20 1H18 1H19 1H20
+5.69 +2.2°6 +1.89
1H20 +11.9% I w17 45 +56.3%
+10.2% . o . +2.0%
4338 4779 =5 = 3.28 3.35 -
' 101 (3.6%) (3.4%)
9.7 +2.16
u NW GP uS| GP MATM GP m Operating Profit (OP) (%) OP margin
Revenue Operating Profit Net Profit (3
FY20 Pre-revision Revised Pre-revision Revised Pre-revision Revised
210.0 +2.0 212.0 +2.6 113 50 +1.1 6.1
targets o ﬁ - 8-7 ﬁ -' " ﬁ-
€ Meeting various enterprise network (NW) demands with € Construction order-received started to recover from 2Q
Enterprise in-house developed NW services Sl > Construction order-received 1Q ¥6.7 bn (-17.6%), ¥8.5 bn (+30.4%)
NW 2 > Enterprise NW services revenue  ¥28.33 bn (+10.5%) » Accumulating projects related to NW integration & public sector
Services . % . e . -
. 8; ls':curity 24458%3 Er; ((:11213% Upward revision of FY20 interim dividend along with profit increase
@ loT projects continuously increasing: From camera & Cash Dividend per common share Unit: JPY
devices connection to advanced usages i.e. Factory loT (Pre-stock-split base) I 2
Mobile/loT > Total mobile subscription 3.14 million (+11.3%) FY18 Fy19 FY20 1 FYa20
= Tetel melbiE rEvEmE ¥23.58 bn (+3.2%) results results initial forecast I revision i
» Of loT/enterprise mobile ¥3.48 bn (+20.2%) 1
¥34.00 | ¥41.00!
(*1) Enterprise recurring revenue: Sum of Internet Connectivity Services (Enterprise) excluding ¥27.00 ¥27.00 H :
MVNE, Outsourcing Services and Systems Operation and Maintenance. It does not include WAN g 17.00 1 1
Services which had specific factor. (*2) Enterprise NW services revenue: Sum of Internet EETEE : :
Connectivity Services (Enterprise) excluding MVNE, and Outsourcing Services. It does not include minterim 13.50 13.50 17.00 1 1

WAN Services which had specific factor. (*3) Net profit is “Profit for the period/year attributable to
owners of the parent” © Internet Initiative Japan Inc.




II - 1. Consolidated Financial Results for 1H20

Unit: ¥ (JPY) billion
YoY = Year over year

% of revenue

% of revenue

% of revenue

% of revenue

Old FY20 Targets | New FY20 Targets
1 H20 reSUItS 1 H1 9 reSUItS YOY (announced May 14,?020) (revised Nov. 9, 20290) YOY
Apr. 2020 - Sep. 2020 Apr. 2019 - Sep. 2019 Apr. 2020 - Mar. 2021 Apr. 2020 - Mar. 2021
Revenue 101.7 99.2| +2.5% +2.4 210.0 212.01 +3.7% +7.5
82.8% 84.7% 83.9% 82.9%
Cost of Revenue
84.2 84.0| +02%  +0.2 176.1 175.7| +22% +38
17.2% 15.3% 16.1% 17.1%
Gross Profit
17.5 15.2] +14.8%  +2.3 33.9 36.3] +11.4%  +3.7
12.0% 11.9% 12.0% 11.8%
SG&Aetc. "
12.2 11.8| +3.1% +04 25.2 25.0] +26% +0.6
5.2% 3.4% 4.1% 5.3%
Operating Profit
5.2 3.4| +56.3%| +1.9 8.7 11.3] +37.4%  +3.1
4.4% 3.1% 3.8% 4.7%
Profit before tax
4.5 3.0/ +46.7%  +1.4 8.0 10.0] +39.7%  +2.8
2.7% 1.8% 2.4% 2.9%
Net Profit ‘¥
2.8 1.8 +57.7%  +1.0 5.0 6.1] +52.2%  +2.1

(*1) SG&A etc. shows the sum of SG&A, which includes R&D expenses, and other income/expenses.
(*2) Net profit is “Profit for the period/year attributable to owners of the parent.”

© Internet Initiative Japan Inc.




II - 2. Operating Profit Comparison

Unit: ¥ (JPY) billion
GP = Gross Profit
YoY = Year over year comparison

[ 1 Operating Profit

[ YoY change in NW services GP

[ YoY change in SI GP

[ Yoy change in ATM operation business GP
[ YoY change in SG&A etc.

1H18
Operating Profit

3.28

+O . 07 billion

billion

+0:07

+0.49 +0.89

+0.39

- — ]

1H19
Operating Profit

g 3 u 3 5 billion

+1 '89 billion

1H20
Operating Profit

+2.16

| +0.60 | L (0.51) |

g 5 u 24 billion

.

GP largely increased due to
enterprise NW services
revenue growth and mobile
interconnectivity YoY
decrease rate

SI GP
increased by ¥0.60 billion

GP expanded mainly due to
recovery in enterprise
activity (1Q slow) and high
SE utilization

Profit decrease during April
and May was severe due to
store closure and stay-at-
home orders. The stores
reopened from June

Expenses such as sales
commission, business trips
and advertisement were
below budget

SG&A etc. in this slide shows the sum of SG&A, which includes R&D expenses, and other income/expenses.

© Internet Initiative Japan Inc.



Unit: ¥ (JPY) million
H - 3 . Reve n u es [ 1,YoY = Year over year comparison

NW Services [~ Internet Connectivity Services (Enterprise) Systems Integration (SI) Systems Construction (including equipment sales)
Internet Connectivity Services (Consumer) Systems Operation and Maintenance
Outsourcing Service
WAN Service [0 ATM Operation Business

| Total Revenue +2.5% YoY i

1H19: 99,220 [+8.8%] 1H20: 101,665 | Total revenue grew despite the following negative factors: :
FY19: 204,474 [+6.3%] [+2_5%] > WAN Service: -14.0%, -¥2,007 million YoY due to YoY impact of the i

:

1

1

;

certain large clients’ migration to mobile which ended 3Q19

> ATM Operation Business: -33.6%, -¥706 million YoY mainly due to

1
1
1
1
1
1
1
] store closures and decrease in customers visiting stores

49829 49,391 51469 53,785
9580

50,379 51,286

1,001 824

570 One-time Revenue (*1)
} 1H20: ¥13,020 million, -5.3% YoY

(12.8% of 1H20 revenues)

™\ > Sluggish revenue growth for 1Q systems construction due to the
pandemic

> 1Q-9.6%, 2Q -0.5% YoY

Recurring Revenue(*2)
1H20: ¥87,251 million, +4.7% YoY
(85.8% of 1H20 revenues)
> » Recurring revenue excluding WAN:
1H20 ¥74,916 million, +8.5% YoY (1Q +8.7%, 2Q +8.4%YoY)

| Enterprise Recurring Revenue (%) i
1 1H20: ¥53,479 million, +11.9% YoY 1
1 (52.6% of 1H20 revenues) 1
I > 1Q+11.5%, 2Q +12.3%YoY i

1Q19 2019 Q19 4019 1020 2020

(*1) One-time revenue, systems construction revenues which includes equipment sales, is mainly recognized when systems or equipment are delivered and accepted by customers
(*2) Recurring revenue represent the following monthly recurring revenues: Internet Connectivity Services for Enterprise, Internet Connectivity Services for Consumer, Outsourcing
Services, WAN Services, and Systems Operation and Maintenance
(*3) Enterprise recurring revenue: Internet Connectivity Services (Enterprise) excluding MVNE, Outsourcing Service and Systems Operation and Maintenance, which excludes WAN
Services due to the impact of specific factor. © Internet Initiative Japan Inc. 5



II - 4. Cost of Sales & Gross Profit Ratio

Unit: ¥ (JPY) million
[ 1,YoY = Year over year comparison

Cost of Sales: [ NW Services [ sl

Gross profit ratio: @ NW Services -0- sl —A- Total

[ ATM Operation Business

19.4% 19.9%

17.4% 17.3% 18.2%
16.5% |

16.4%  16.5%

14.4%
14.8%

10.4% v 10.5%

1H19: 84,020 [+9.1%] 1H20: 84,210
FY19: 171,880 [+5.2%)] . [+0.2%]
42447 41573 42974 44,885 42,265 41,945

531

567 548

1Q149 2019 Q19 4019 1020 2020

Gross Profit

¢ Total
> 1H20: ¥17,455 million (+14.8%, +¥2,255 million YoY)
* 1Q20: ¥8,113 million (+9.9%, +¥731 million YoY)
* 2Q20: ¥9,342 million (+19.5%, +¥1,524 million YoY)

¢ NW Services
> 1Q20: ¥5,991 million (+19.4%, +¥972 million YoY)
> 2Q20: ¥6,217 million (+23.6%, +¥1,186 million YoY)
* Largely expanded along with enterprise NW services
revenue growth and mobile interconnectivity YoY decrease
rate

¢ S|
> 1Q20: ¥1,991 million (+5.4%, +¥101 million YoY)
> 2Q20: ¥2,786 million (+22.0%, +¥502 million YoY)

* 2Q gross profit ratio improved largely due to high SE
utilization rate (1Q revenue tends to be small due to
seasonal factors and 1Q gross profit ratio tends to be
smaller than 4Q which revenue volume is large)

4 ATM Operation Business
> 1Q20: ¥131 million (-72.2%, -¥342 million YoY)
» 2Q20: ¥339 million (-32.6%, -¥164 million YoY)

* 1H20 gross profit decreased along with 1H20 revenue
decrease (-¥706 million YoY) due to store closure and stay-
at-home order due to the COVID-19. YoY profit decrease
was vivid during April and May, yet the stores reopened
from June

4Q19 NW services gross profit ratio temporarily decreased because the actual decrease rate, 6.0%, of Docomo’s mobile interconnectivity telecommunications
i charge (fixed in Mar. 2020) was smaller than our estimate 8%, we had to recognized ¥0.35 billion(*) of additional cost in 4Q19.

(*) Difference between our estimate and actual mobile interconnectivity and other charge of Docomo and KDDI

© Internet Initiative Japan Inc.



Unit: ¥ (JPY) million

II - 5. Network Services (1) Revenues [11.YoY = Year over year comparion

QoQ =2Q20 compared to 1Q20

- : . S SoTmmm e e ST T !
WAN Services L__i Total Mobile Revenue i Meeting various network demand with in-house
Outsourcing Services —A- Total Contracted Bandwidth (Gbps) | 1 developed highly reliable & value-added services.
Internet Connectivity Services (consumer) ; Have been executing based on Zero Trust concept

B nternet Connectivity Services (enterprise)

Flex Mobility Virtual Desktop
ID authentication & federation = Gateway security

5,887 9:869.0 i

47457 5,115.9 Cloud Exchange Remote Access
4,272.0 4,454.0 ! Private Access Cloud Proxy
Endpoint etc.
! e e e ———— 4
1H19: 61,204 [+5.2%)] ' 1H20: 62,104 ®Internet Connectivity (Enterprise)
FY19: 121,999 [+2.8%] - [+1.5%] > 1H20: ¥19,650 million, +8.7% YoY
IP (Dedicated connectivity services for enterprise):
30,680 30524 30321 30474 | 30934 31170 1H20: ¥5,849 million, +10.1% YoY (1Q +9.4% YoY, 2Q +10.8% YoY)

! « 1lJ Mobile (enterprise): ¥12,035 million, +8.1% YoY
v Of which, loT-related (non-MVNE) revenue:
- 1H20: ¥3,484 million, +20.2% YoY (1Q +18.2%, 2Q +22.0% YoY)
7,424 6,918 6,453 6,176 | | 6,175 6,161 v Of which, MVNE revenue:
i 1H20: ¥8,551 million, +3.9% YoY (1Q +7.5%, 2Q +0.3% YoY)
i 1H20-end MVNE clients: 155 (+2 clients YoY)

7,830 7,960 8,151 8,396 | | 8.497 TR ®Internet Connectivity (Consumer) (mostly consumer mobile)
> 1H20: ¥12,886 million, -0.9% YoY, severe competition continued

| B,454 6,432 . .
6,500 | |6,497 | |6,533| |6,525 ®Outsourcing Services (in-house developed various NW services)

—J L l R R R - \I > 1H20: ¥17,233 million, +9.1% YoY (1Q +8.5%, 2Q +9.8% YoY)
P il Of which, security services 1H20: ¥8,941 million, +12.6% YoY
| 11339 11504 11542 e B B | (1Q +11.9%, 2Q +13.1% YoY)
\

®WAN Services
> 1H20: ¥12,336 million, -14.0% YoY (1Q -16.8%, 2Q -11.0% YoY)

1019 2019 2019 4010 1020 20120 " Revenue decreased by the impact of the certain large clients’
migration to mobile which ended in 3Q19. QoQ decrease almost
Total contracted bandwidth is calculated by multiplying number of contracts by stopped

contracted bandwidths respectively for IP service and broadband services which
are both under Internet connectivity services for enterprise

© Internet Initiative Japan Inc. 7



IT - 5. Network Services (2) Cost of Sales

Unit: ¥ (JPY) million
[ 1.,YoY = Year over year comparison
QoQ = 2Q20 compared to 1Q20

B Cicuit-related costs (Internet backbone, WAN lines etc.)
Outsourcing-related costs (interconnectivity charge for mobile infrastructure, outsourcing personnel costs etc.)

Others

Personnel-related costs (NW services related engineers’ personnel cost)
Network operation-related costs (depreciation cost for network equipment, data center leasing costs etc.)

1H19: 51,153 [+5.5%]

FY19: 102,092 [+0.8%]

> Circuit-related costs decreased YoY along with WAN revenue

decrease
1H20: -12.7% YoY
1H20: 49,896 » Outsourcing-related costs decreased along with mobile
[-2_5%] interconnectivity YoY decrease rate

Decreased QoQ as well, due to other mobile-related costs

25661 25493 25057 25,881 | 24,943 24,953 reduction

9,991

10,060

1,553

1,569

10,132

10,700

> Others quarterly fluctuate along with the scale of supplies expenses
> Network operation-related costs decreased QoQ mainly due to
decrease in maintenance costs, etc.

¢ Regarding Docomo mobile interconnectivity cost recognition:
® Future cost method adopted from FY20(*). In this method, mobile
interconnectivity telecommunications charge is calculated by
MNOs’ prediction for their future costs and etc.
(*) The difference between prediction and result is adjusted to the next
fiscal year

® Regarding our FY20 usage charge, we use 16.0% decrease, which
has been publically disclosed by Docomo, to recognize our costs
from 1Q20

6,189

9,974 9,927

which is based on Docomo’s results is expected to be fixed in

1,484

1,913

1,616

1,683

1,641

1,724

Dec. 2020

® Regarding our FY19 & FY18 usage charge, Docomo’s mobile
interconnectivity telecommunications charge was fixed in Mar.

1,691 1,697
1,803 1,881

5,238

5,315

5,227

5,255

2020 and it decreased by 6.0% YoY. As for FY19, we recorded
¥0.35 billion(*) of additional cost in 4Q19 as a difference between
our estimate (8% decrease) and actual (6.0% decrease)

(*) Includes difference between our estimate and actual mobile

5,324 5,278

1Q19

2019

a9

4019

interconnectivity and other charge of Docomo and KDDI

1
1
| |
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
: v FY19 usage charge, an internal number of FY20 usage charge, :
1
' i
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1
! 1

1020 2020 1
MNO: Mobile Network Operator

© Internet Initiative Japan Inc. 8



II - 6. Systems Integration (Sl) (1) Revenues

Unit: ¥ (JPY) million
[ 1,YoY = Year over year comparison
QoQ = 2Q20 compared to 1Q20

Systems Construction (one-time)

Systems Operation & Maintenance (recurring)

1419 2019 3019 4019 . 1020 2020
Order E 9,646
backlog B:?Og B!Egﬁ 95064 ?,50? E ?,EEU Y
1H19: 13,754 [+27.5%)] ' 1H20: 13,020
FY19: 31,976 [+14.7%] o [5.3%]
- 7,249 6504 8,328 9,39556,550 6,470
o 8,118 | 6,492 | 8,696 | 8338 | 6,693 | 8466
ecoived 1H19: 14,610 [-0.6%] 1H20: 15,159
FY19: 31,643 [+9.3%] [+3.8%]

Systems construction’s order backlog, revenue and order received include that

of equipment sales.

> Order received: 1H20 +3.8% YoY (1Q -17.6%, 2Q +30.4% YoY), order

situation recovered in 2Q. Network integration project increasing

1Q19 order received included a certain large scale project amounted to

¥2 billion

> Large-scale construction orders received in 2Q20
System infrastructure for teleworking for local governments

Online ticket system

Introduction of Microsoft 365 for a leading medical manufacturer

Integration of Website for a leading financial institution

. @ Overseas Business

» FY2020 Target: Revenue ¥10 billion, Operating Profit approx. ¥0.3 billion
» 1H20 results: Revenue: ¥3.85 billion, Operating profit: ¥0.12 billion

v'Accumulation of revenue mainly by service revenue. As for Sl, shall continue to focus
on order accumulation as some areas are still significantly impacted by the COVID-19

1219 2019 3019 4019 1020 2020

: 51,341
48,357 149,981 1>

1H19: 22,162 [+9.7%] 1H20: 25,147
FY19: 46,418 [+11.1%] . [+13.5%]
10,860 11,302 11.819 12,436 12,325 12,822

4691 5136 5439 5649 | 5539 5,682

14,000 | 7,642 | 15,185 | 14,574 | 13,949 | 14,182
1H19: 21,741 [+7.4%] 1H20: 28,131
FY19: 51,500 [+13.6%)] [+29.4%)]

Revenue written within systems operation and maintenance revenue is cloud
revenue that is recognized in systems operation and maintenance revenue.

and others

® Cloud revenue

> Revenue: 1H20 +13.5% YoY (1Q +13.5%. 2Q +13.4% YoY)

* 2Q20 Cloud revenue breakdown: 89.3% in systems operation &

maintenance, 10.7% in outsourcing services

* Revenue: 1H20 ¥12.55 billion +12.4% YoY (1Q +15.6%, 2Q +9.5% YoY)

* FY20 revenue target ¥24.5 billion (FY19 revenue ¥23.58 billion).
Progressing as expected (Strong revenue increase is not expected by the
close of old facilities for services and equipment migration)

* Raptor (foreign currency exchange ASP system) revenue decreased QoQ
as it was impacted by FX trading volume volatility

Unit: ¥ (JPY) billion

581 611 6.31:6.19 6.36

0.66

0.65 0.68

O Public

5.35
m Overseas etc. Z

(066
O Raptor 3.77
H Private

1.18

1.01 0.98

© Internet Initiative Japan Inc. 1Q19 2Q19  3Q19  4Q19  1Q20  2Q20 9



I - 6. Systems Integration (S) (2) Costof Sales | ) vor- veaourios i

[ Purchasing costs (Equipment etc.)
[ Outsourcing-related costs (Sl-related outsourcing personnel costs etc.)
Others
[7 Network operation-related costs (Depreciation cost such as for cloud facility, data center leasing cost etc.)

I Personnel-related costs (Sl-related engineers’ personnel cost)

1H19: 31,742 [+16.2%] 1H20: 33,390
FY19: 67,584 [+12.9%] [+5.2%]

16,219 15523 17370 18473

16,884 16.506 > 2Q gross profit ratio improved (1Q20 10.5%, 2Q20
14.4%) due to Sl cost mixture (small purchasing costs
and large outsourcing personnel costs) and high SE
utilization rate

» Number of Sl-related outsourcing personnel as of the end
of each quarter:

1Q19 | 2Q19 | 3Q19 | 4Q19 | 1Q20 | 2Q20
1,075 | 1,104 | 1,065 | 1,123 | 1,094 | 1,181

> Others increased mainly due to an increase in license
expenses along with expansion of multi-cloud demands

1Q19 2019 3Q19 4019 1Q20 2020

© Internet Initiative Japan Inc. 1 0



II - 7. Number of Employees

YoY = Year over year comparison
QoQ = 2Q20 compared to 1Q20

Contract worker (personnel)

[0 Full time worker (personnel)

3,637 3,562 3,585 3,583 : 3,795 3,780 >

»

»

Hired 210 new graduates in Apr. 2020
(171 in Apr. 2019, 175 in Apr. 2018)

191 new graduates are planned to join
in Apr. 2021

FY20 net addition of employees is

planned to be approx. 290 (FY19 result:

230)

Employee Distribution

2019/6 2019/9 2019/12 2020/3 2020/6 2020/9

Personnel-related costs & expenses ot vvene
1Q19 2Q19 3Q19 4Q19 1Q20 2Q20
6,402 6,573 6,443 6,911 6,835 7,281 >
(128%) | (13.3%) | (125%) | (12.8%) | (13.6%) | (14.2%)
1H19: 12,975 (13.1%) +8.8% YoY 1H20: 14,115 (13.9%)
FY19: 26,329 (12.9%) +10.0% YoY +8.8% YoY

FY19 personnel-related costs and expenses increased temporarily due to revision of personnel remuneration structure

© Internet Initiative Japan Inc.

Admin
12%

Sales

2Q20 personnel-related costs and
expenses increased QoQ mainly due to
additional employee bonus (based on
financial results)
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H - 8 . SG&A etC- [ 1,YoY =Year ovltje?iyt/:eir(\::zpp:riilgg:

Research & development expenses

Commission expenses
Others

Personnel expenses

% of total revenues

—
~

1H19: 11,901 [+8.3%)] 1H20: 12,124
FY19: 24,076 [+6.3%] [+1.9%]

6,042 5,859 5,780 6,396 ' 6,049 6.075
(124%)  (11.9%) (11.2%)  (11.9%) (12.0%)  (11.8%)
125 |

» Overall below our budget plan

Commission expenses decreased mainly due

103 LN 110 to the decrease in sales commission expenses
96 113 995 | related to mobile offerings
1,043 895 829 880 850 * Others decreased as traveling expenses

(domestic and abroad), advertising expenses
and others were small due to work style reform
and cost control

2450 (2422 |2,430 2,596524?4 i

1Q19 2018 319 4019 1Q20 2020

SG&A etc. in this slide shows the sum of SG&A which includes R&D expenses (not including other income/expenses)

© Internet Initiative Japan Inc. 1 2



I - 9. Profit

Unit: ¥ (JPY) million
[ 1,YoY =Year over year comparison

[ Operating profit

Net Profit (Profit for the period attributable to owners of the parent)

—{— Operating profit ratio

5.3% 4.0% 6.2%

E-M

¢ Operating profit

> 1H20: ¥5,239 million, +56.3%YoY (1Q +48.2%, 2Q: +61.9% YoY)

@ Profit before tax

1H19 Operating profit: 3,352 [+2.0%]
1H19 Net profit: 1,756 [-16.2%]

1 5,239 [+56.3%]
i 1H20 Net profit:
| 2,770 [+57.7%]

5 3,192

2,708 !
2165 !
1,971 12,047
1,598 5 1,654
1,381 |
980 : 1,116
i 653 |
1Q19 2019 3019 4Q19 1Q20 2Q20

4Q19 operating profit includes one-time factors such as ¥0.35 billion of
: additional cost regarding mobile interconnectivity, ¥0.36 billion of disposal
i loss, and ¥0.25 billion of additional allocation of bonus

1H20 Operating profit:

> 1H20 ¥4,466 million, +46.7% YoY (1Q +23.8%, 2Q +65.5% YoY)

Loss on funds (mainly foreign-exchange-related): ¥141 million

* Interest expense: ¥296 million

* Dividend income: ¥75 million

* Interest income: ¥23 million

* Foreign exchange loss: ¥28 million

* Equity method loss related to DeCurret : ¥578 million
(I1J ownership: 41.6%)

v 4Q19: loss of ¥403 million, 1Q20: loss of ¥306 million,

2Q20: loss of ¥273 million. Gradually decreasing

v While the loss estimated was at a ratio of voting interests

(30.0%) at the beginning of FY20, the loss were

accounted at a ratio of ownership interests (41.6%) from

1Q20

* Equity method gain related to JOCDN: Turned to positive, 1H20

¥6 million (IlJ ownership: 16.8%)

v CDN usage continuously increased due to increases in

contents traffic
¢ Net profit

> 1H20: ¥2,770 million, +57.7% YoY (1Q +43.8%, 2Q +68.8% YoY)

1Q19 2Q19 3Q19 4Q19 1Q20 2Q20
(124) (51) 92 (177) (74) (286) |Finance income (expense), net
112 (245) (234) (439) (279) (135) |Share of profit (loss) of investments accounted for using equity method
(543) (642) (922) (858) (572) (1,084) |Income tax expense
(49) (53) (46) (39) (6) (34) |Less: Profit for the period attributable to non-controlling interests

© Internet Initiative Japan Inc.
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II - 10. Consolidated Statements of Financial Position (summary)

Unit: ¥ (JPY) million

Mar. 31, 2020 Sep. 30, 2020 I Changes
Cash and cash equivalents 38,672 41,60 +2,931
Trade receivables 32,58 28,18 (4,403)
Inventories 2,476 2,54 +71
Prepaid expenses (current and non-current) 17,475 19,09 +1,621
Tangible assets 17,400 16,20 (1,194)
Right-of-use assets 50,560 48,14 (2,416)
Goodwill and intangible assets 24,363 23,78 (579)
Investments accounted for using the equity method 4,827 7,03 +2,205
Other investments 9,187 11,03 +1,843
Others 8,979 8,83 (147)
Total assets: 206,524 206,45§| (69)
Trade and other payables 18,288| 15,64 (2,643)
Borrowings (current and non-current) 27,750 26,83 (915)
Contract liabilities and Deferred income (current and non-current) 12,457 15,25 +2,801
Income taxes payable 2,284 1,811 (473)
Retirement bené€fit liabilities 3,985| 4,15 +169
Other financial liabilities (current and non-current) 54,151 51,02 (3,129)
Others 7,553 7,91 +362
Total liabilities: 126,467 122,640' (3,827)
Share capital 25,531 25,531 -
Share premium 36,271 36,35 +84
Retained earnings 16,501 18,91 +2,413
Other components of equity 2,670 3,92 +1,255
Treasury shares (1 ,897)| (1,875 +22
Total equity attributable to owners of the parent: 79,076 82,850 +3,774

Ratio of total equity attributable to owners of the parent: 38.3% as of March 31, 2020, 40.1% as of September 30, 2020

© Internet Initiative Japan Inc.
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II - 11. Consolidated Cash Flows

Unit: ¥ (JPY) million

YoY = Year over year comparison

Operating Activities

1H19: 13,394 1H20: 21,498 Major Yoy
FY19: 33.394 Breakdown Change
11,657 111,635 9.863 Depreciation and amortization 14,156 -144
8 144 8e3 TN e 0
s2s0 [ oy method loss gain) )
Changes in operating assets and liabilities 4,022 +6,969
Income taxes paid (2,045) -716
Investing Activities
1H19: (4,087) 1H20: (6,547) Major YoY
FY19:(7,265 Breakdown Change
119 2019 19 4019 1020 2020
: Purchase of tangible assets (2,754) +2,034
(804) Proceeds from sales of tangible assets 1,448 +630
(2,141) (1,946) (2,373) Purchase of intangible assets such as software  (2,772) -350
Purchase of investments accounted for using
(4,592) equity method (2,754) 2,256
Financing Activities
1H19: (7,139) 1H20: (11.969)
FY19: (19,354) Major YoY
1219 2019 3019 4019 1Q20 0 2020 Breakdown Change
Repayment of long-term borrowings (915) -165
Payments of other financial liabilities (10,390) -160
(5.042) (5,200). (5.167) Dends Pald ©09) 0.
(7,015) (6,802) 15

© Internet Initiative Japan Inc.



II - 12. Other Financial Data

Unit: ¥ (JPY) million

CAPEX

CAPEX-related depreciation and amortization

B Cash CAPEX
[ Finance lease

1H19: 7,994
FY19: 15,150
4464 3,530 3.690 3,466 ' 3234 4,060

1H20: 7,295

1019 2019 3019 4019 1020 2020

» FY20 CAPEX is planned to be around ¥16 billion
including ¥3 billion of additional placement of modules
for Shiroi data center

Total amount of capital expenditure are the amounts of acquisition of tangible
and intangible assets by cash and entering into finance leases for the fiscal
year, excluding duplication due to sale and leaseback transactions and
acquisition of assets that do not have the nature of investment, such as
purchase of small-amount equipment.

CAPEX-related depreciation and amortization is calculated by excluding
depreciation and amortization of assets that do not have the nature of capital
investment, such as right-of-use assets related to operating leases, small-
amount equipment and customer relationship.

Adjusted EBITDA is calculated by adding operating profit and CAPEX-related
depreciation and amortization.

1H19: 7,197
FY19: 14,422

3,563 3,633 3,565 3,660 3,610 3,622

1H20: 7,233

118 2019 3019 4019 1020 2020

Adjusted EBITDA

1H19: 10,549
FY19: 22,647

4944 5604 6273 5825 5658 6,814

1H20: 12,472

119 2019 3019 4019 1020 2020

© Internet Initiative Japan Inc. 1 6



% = Year over year

IT -1. Service & Business Developments: Mobile & Security ~ comaison

bn = billion

Mobile Revenue & Subscription

¢ Subs. & revenue continuous growth led by enterprise ¢ Enterprise mobile: High revenue growth rate continued
> 1H20-end total subscription: 3.140 million (+11.3%) Accumulating demands for web meeting and remote access
> 1H20 total revenue: ¥23.58 billion (+3.2%) > Revenue 1H20: ¥3.48 bn, +20.2% YoY (1Q +18.2%, 2Q +22.0% YoY)
> Launched 5G (au) services from Oct. 2020

1,091 1,105 1,107 11,124 1123 ¢ MVNE:

S(‘Ub_jCILP“O“ (SdU)b) 1,072 1, : ; ' > Revenue 1H20: ¥8.55 bn, +3.9% YoY (1Q +7.5%, 2Q +0.3% YoY)
unit: thousan — . . .
- o - 1.045 » Smaller than expected impact regarding a large MVNE client
o= MVNE 1,074 1,076 1,073 1,075 ;1,083 963 switching to another MVNO due to M&A
== IUmio 1 923 ¢ Consumer: Sluggish growth due to severe competition,
Erterorics differentiating with eSIM plans etc.
. 637 851 1 ; > Revenue 1H20: ¥11.55 bn, -1.4% YoY (1Q-1.0%, 2Q -1.8% YoY)
i > SIM type share (As of June 2020, published by the MIC in Sep. 2020)
i Rakuten Mobile 16.3%, IIJ 13.7%, NTT Communications 10.8%
R . . .
(Sr\:i?:n:iillion) Security services revenue (recurring)
B lUmio ¢ Conventional services of gateway mail & web services and
o MIVIE DDoS protection services continued to grow. Adding
demands for managed WAF services and end point
W Erterprise security services 1H20: 8.94
mobile (+12.6%)

1H19: 7.94 (+19.5%) 456
MVNE: I1J Mobile MVNO Platform Services FY19: 16.35 (+1 5-9%) 5 Unit: ¥ billion
Enterprise mobile: Deducting MVNE from I1J Mobile P 4.38  (+13.a%)

[ | (+11.9%)
¢ Full-MVNO: enterprise revenue largely increased 301 | 4.03 l+13 ﬂ] l+11 %) |
(included in the above mentioned total revenue) Unit: ¥ billion l.+2|3' %) (+19.0%)
0.329 0.20 | 0.40 0.46
O COnSUmer revenue ;
O Partners revenue i i i
3019 G20 2020

14158 2018 3qls a01s 1420 2020

Olnbound revenue i ‘I{ZL‘IQ 2Q18 149 4018
m Enterprize revenue

1019 2019 . . .
2Q20 full-MVNO revenue recognition: 95.9% IIJ Mobile, 4.1%IIJm|o ¢ Total secu"ty business volume (sum of service and SI)

Partner revenue: IMSI revenue for overseas enterprises such as travel agencies > 1H20: ¥10.31 billion (+12.0%)
Inbound revenue: Pre-paid SIM revenue for foreign visitors © Internet Initiative Japan Inc 1 7

100% of security service revenue is recognized in outsourcing



Il -2. Service & Business Developments: Mobile Unit Charge

4 Mobile unit charge YoY change

Applied Fiscal Year FY17

FY18

FY19

FY20 FY21 FY22

Calculated based on
MNO’s FY16 actual
cost and demand

Base Fiscal Year

Calculated based on
MNO’s FY17 actual
cost and demand

Calculated based on
MNO’s FY18 actual
cost and demand

Calculated based on MNOs’ outlook for FY20, FY21, and FY22
cost and demand. Disclosed in March 2020

Method Actual Cost Method Future Cost method
' ' *)
Docomo -18.2% -5.0% -6.0% -16.0% : -19.8% : -15.9%
Decrease by 43.3% in total
¢ '
KDDI -10.8% -20.2% -13.3% -38.0% -15.4% -8.6%

Decrease by 52.1% in total

€ About future cost method:

(*) FY20 decrease rate: FY20 unit charge (based on FY20 actual cost) divided by FY19 unit charge (based on FY2018 actual cost)

*  Revised from the previous method, calculate unit charge by using cost results, to method using predicted figures such as future cost
* FY21, FY22, and FY23 mobile unit charge are expected to be announced around February and March 2021 by MNOs

4 Reduce uncertainty about financial

outlook

* Recognize cost based on unit charge presented and calculated by MNOs prediction from 1Q. If actual differs from predicted, such
difference will be recognized in a following fiscal year

# Calculation method & factors remain unchanged: (Data communication cost + profit) /demand

The MIC announced in Oct. 2020 “Action Plan for setting up fair competition for mobile market”

> Further lowering mobile unit charge (Starting this FY and in the next 3 years, 50% lower than the previous FY)

(Begin consideration from this FY)

» Further lowering voice wholesale charge (Publish study results by summer 2021)

» Promotion of unlocking SIM (Implement study group from fall 2020)

» Promotion of eSIM (Announce policies by summer 2021)

» Steps to lower switching costs

© Internet Initiative Japan Inc.
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Il - 3. Services and Business Developments: ior, pubiic sector, becurret, con

loT Business

DeCurret

> Introducing TOYOTA MOTOR HOKKAIDO’s factory

loT

» Providing closed mobile connectivity and cloud services for
virtualize and analyze facility utilization information

Launched “IlJ Industrial loT Secure Remote

Management” in Aug. 2020

» Solution to reduce factory facility maintenance cost and improve
productivity

» Incorporating WISE-Paa$S by Advantech, global leader in
industrial computer manufacturer

Factory |»
loT

loT for | In-store environment sensing for a major retailer
Mainten + Deliver humanless operation for daily check-ups such as room
ance temperature

» Continue to introduce ICT system for paddy water
management to farmers to save energy consumption
(Prefectures such as Shizuoka, Gifu, Hokkaido, Osaka etc.)

Agri. loT

> Provide care services using sensors through necolico
(JV with Chubu electricity)
Executing trial study on frail with Japan Data Science Consortium
and University of Tokyo by using Al and electricity data

Home
loT

¢ Executing settlement-related PoCs with partners
> KDDI: Automated digital currency settlement

> Tokio Marine & Nichido Fire Insurance: Automated insurance
contracts process

> Kansai Electric Power: Automated settlement of P2P electricity
trading

» DAIDO LIFE INSURANCE: Use digital currency for BtoB
transaction

> TOYOTA SYSTEMS: Automated settlement for employee
benefit programs

> Local governments: Digital coupon systems

¢ Study group with Mega banks, FSA, BOJ and others on
digital currency infrastructure

¢ Cryptocurrency trading business starting up

¢ Equity method loss related to DeCurret:

> 4Q19: ¥403 million, 1Q20: ¥306 million, 2Q20: ¥273 million
(I1J ownership: by 4Q19 30.0%, from 1Q20 41.6%)

Sales Activity for Public Sector

CDN Business

¢ Major projects
> Enhance remote access for central
government agencies
> Promote telework environment for
local governments
Hyogo Pref. Kumamto City etc.
» Support educational institution to
become online-capable
* Hybrid of face-to-face & online
classes, remote access environment
for faculty and staff etc.
> Projects to replace “Security Cloud”
for local governments etc.

¢ Revenue by Clients
Industry

Others
8%

Manufacturing
e Senice 25%

Based on 11J’'s FY2019
Others include real estate,
construction, & commercial

© Internet Initiative Japan Inc.

¢ JOCDN (IlJ ownership: 16.8%) CDN Services
» Turned positive (equity method loss/gain) in 1TH20 progressing
as expected
» Continuously providing CDN services to large contents holders
such as TVer and Hulu. Large volume of contents traffic

¢ |IJ: Streaming Services
» Launched contents streaming platform service “llJ Media
Sphere Services” in Nov. 2020
* Service packaging related functions provided on individual
bases. Meeting streaming demands by contents holder,
business enterprises, central governments, educational
institutions and others
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IV-1. FY2020 Financial Targets

(Revised on Nov. 9)

Unit: ¥ (JPY) billion except annual cash dividend

YoY = Year over year

’a of Revenues % of Revenues % of Revenues % of Revenues
New FY20 Target FY19 Results YoY Old FY20 Target 1H20 Results
(revised Nov. 9, 2020) (announced on May 14, 2020)
Apr. 2020 - Mar. 2021 Apr. 2019 - Mar. 2020 Apr. 2020 - Mar. 2021 Apr. 2020 - Sep. 2020

Revenues 212.0 204.5| +3.7% +7.5 210.0 101.7

82.9% 84.1% 83.9% 82.8%

Cost of Sales 175.7 171.9| +2.2% +3.8 176.1 84.2

17.1% 15.9% 16.1% 17.2%

Gross Profit 36.3 32.6| +11.4% +3.7 33.9 17.5

11.8% 11.9% 12.0% 12.0%

SG&A etc.” 25.0 244 +2.6% +0.6 25.2 12.2

5.3% 4.0% 4.1% 5.2%

Operating Profit 11.3 8.2 +37.4% +3.1 8.7 5.2

Shares of profit (loss) of

investments accounted for using

equity method investees ( 0-9) ( 0.8) - -0.1 ( 0. 6) ( 0.4)

4.7% 3.5% 3.8% 4.4%

Profit before tax 10.0 7.2 +39.7% +2.8 8.0 4.5

2.9% 2.0% 2.4% 2.7%

Net Profit 6.1 4.0/ +52.2% +2.1 5.0 2.8

Annual Cash Dividend:s ¥41.00 ¥27.00| +51.9%| +¥14.00 ¥34.00 ¥20.50

Revenues

Operating Profit

While the initial expectation for equity method loss related to DeCurret was ¥0.8 billion, due to the change in
the ratio used to calculate equity method loss/gain (from 30.0% to 41.6%) ¥0.3 billion is to be added to the
loss. 1H20 results of ¥0.14 billion of loss on funds (mainly foreign-exchange-related) is taken into

Profit before tax

consideration

Annual Cash Dividend

Enterprise recurring revenue exceeding the budget. Consumer revenue weaker than the initial expectation

Compared with the initial expectation, network services gross profit to largely increase, Sl gross profit to
increase, and SG&As to increase not as much (reference: page 21)

Revised upward along with profit increase. Interim dividend is revised upward too (reference: page 22)

(*1) SG&A etc. shows the sum of SG&A, which includes R&D expenses, and other income/expenses.
(*2) Net Profit is “Profit for the year (period) attributable to owners of the parent.”

(*3) Annual cash dividend is per common share and is written pre-stock-split base.
© Internet Initiative Japan Inc.



Unit: ¥ (JPY) billion

IV- 2. FY2020 Operating Profit Target Vo < e ove P 2 G0 Prft

[ 1 Operating Profit

[ Yoy change in NW services GP

[ YoY change in SI GP

[ Yoy change in ATM operation business GP
[ YoY change in SG&A etc.

FY19 result FY20 revised target
Operating Profit Operating Profit
+3 . 1 billion

8.2 billion +0.9 g 11-3 billion

+3.9

C

| NWservicesGP I GP | ATM ooerstonusness GP || SG8Aste.
Initial expectation +¥1.8 Initial expectation +¥0.6 Same as initial expectation.| |Initial expectation +¥0.8
billion YoY (1H20 result billion YoY (1H20 result 1H20 severely impacted by | |billion YoY (1H20 result
+2.16 billion). Expect to +¥0.6 billion). Expect to the pandemic. Expect the +¥0.37 billion). Sales
increase with accelerated increase with favorable SE number of placed ATMs to commission expenses,
enterprise recurring utilization situation etc. decrease by 200 YoY. travel expenses and others
revenue accumulation Shall maintain the number are expected to decrease
of placed ATMs afterwards

© Internet Initiative Japan Inc. 21



IV' 3- Upward ReViSiOH Of DiVidend & StOCk Split (announced on Nov. 9)

Upward Revision of Dividend (pre-stock-split base)

Stock Split

€ Dividend increased from interim,
exceeding the initial forecast

¢ Stock split ratio: 2-for-1

¢ Effective date: January 1, 2021

» Record date: December 31, 2020

Unit: JPY
FY19 Initial
results forecast | Revision YoY
Interim 13.50 17.00 20.50 +7.00
Year-end 13.50 17.00 20.50 +7.00
Full year 27.00 34.00 41.00 +14.00

*Along with the stock split, ADR ratio will be 1 common stock = 1 ADR

Cash Dividend per common share (pre-stock-split base)

¢ Our basic dividend policy is that we pay dividends to our shareholders continuously and in a stable manner
while considering the need to have retained earnings for the enhancement of financial position, medium-to long-

term business expansion, future business investment and other goals.

Unit: JPY
M Year-end dividend 41 OO
O Interim dividend
27.00 27.00 27.00 27.00 |55e0
22.00 :
13.50 13.50 13.50 13.50
11.00
20.50
11.00 13.50 13.50 13.50 13.50
FY15 FY16 FY17 FY18 FY19 FY20
(Forecast)
Payout ratio 25.0% 38.9% 27.5% 34.6% 30.4% 30.3%

*FY16 and before: US-GAAP, FY17 and after: IFRS

© Internet Initiative Japan Inc.
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V - 1. NW Service meeting diversifying enterprise NW Demands  Appendix

Support Japanese enterprises’ digital shit with various highly reliable & value-

added Omnibus service line-ups

F!!My

e
<l

Anti-Spam
Web Access Security

Unified
Operational monitoring

Private Access

SD-WAN

Dedicated Line
Connection

Ny
WAN

Internet

-

Internet Gateway

Virtual Desktop

Active Directory

ID Management

Large Scale
Mobile Gateway

Mobile

© Internet Initiative Japan Inc.

Multi-Cloud Connection
Azure 365

Cloud Gateway

Cloud
% Route Distribution
N ,

loT
Closed Connection

Remote Access
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V - 2. Service Revenue Category

Unit: ¥ (JPY) billion

Appendix

}IOM}ON

SO9JIAIBS

Si

Internet
connectivity
services for

enterprise

Internet
connectivity
services for
consumers

WAN

Outsourcing

Operation
and
Maintenance

Construction
(including
Equipment sales)

1H20
Revenue category Revenue

19.6

12.9

12.3

17.2

251

13.0

About

Business Situation & Outlook

Core service providing from the
inception of the company, highly

Y

Matured market (new entry difficult)
Blue-chip client base

Expect the revenue to continuously
increase along with traffic volume and
contracted bandwidth increase which is
increasing along with CDN ftraffic, remote
work etc.

VY VY

IP 5.8 reliable dedicated connectivity
services for enterprise (multi-carrier,
redundancy etc. )

= loT/M2M-related 3.5

s 12.0

o MVNE 8.6

= Inexpensive SIM services (mainly data),

% 11.5 Direct sale (via IlJ web), Indirect sale

) (via sales partners such as retailers)

» Expect profitability and mobile
infrastructure utilization to improve as
we gather various traffic such as loT,
enterprise, consumers
* loT/M2M: Expect the demand to expand in

the middle to long term
* MVNE/Consumer: Focus on expanding
sales channel under severe competition

Closed network used to connect multiple sites

Stable market for long-term, Large clients
migrated to mobile in FY2019

In-house developed Internet-related various service
line-ups (Security, datacenter, remote access related etc.)

Public

Cloud e

Security 8.9

> Acquire enterprise demand by cross-
selling services. Continuous service
development is important

» Demands for security and remote
access to increase continuously

Promote cloud shift with our abundant, highly reliable,
value-added private cloud related service line-ups

Private
Cloud

From

. 11.2
construction

13.9

> Expect great business opportunity in
the middle-to-long term as internal IT
systems migrating to cloud

> Systems to be converted to cloud

System construction related to office IT, security,
Cloud, loT. Internet-related construction such as
Online banking & brokerage academic backbone
network for university, and E-commerce site

» Through providing SI, offer greater
value as loT and cloud usage
penetrate

© Internet Initiative Japan Inc.
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The internet started in Japan in 1992, along with IIJ. Since that time, the IIJ Group has
been building the infrastructure for a networked society, and with our technical
expertise, we have continued to support its development. We have also continued to
evolve our vision for the future and innovate to make it a reality. As an internet
pioneer, IIJ has blazed the trail so that others could realize the full potential of a
L. networked society, and that will never change. The middle "I" in "IIJ" stands for
Internet Initiative Japan  “ipjtiative,” and I1J alway starts with the future.

Disclaimer

Statements made in this presentation regarding I1J’s or managements’ intentions, beliefs, expectations, or predictions for the
future are forward-looking statements that are based on [IJ’'s and managements’ current expectations, assumptions,
estimates and projections about its business and the industry. These forward-looking statements, such as statements
regarding revenues, operating and net profitability are subject to various risks, uncertainties and other factors that could
cause IlJ’s actual results to differ materially from those contained in any forward-looking statement.




