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I. Summary of 1H FY2012 Financial Results

Va

< 1H FY2012 Financial Results >

*Revenues

*Gross margin

*Operating income

"Income before tax income expense
*Net income attributable to I1J

JPY51,109 million
JPY10,148 million
JPY 3,263 million
JPY 3,176 million
JPY 2,007 million

(up 8.3% YoY)
(up 9.9% YoY)
(up 33.3% YoY)
(up 38.7% YoY)
(up 47.4% YoY)
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>

>
>
>

>
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® Revenues and incomes exceeded the interim targets

® Cloud services, overseas business and R&D each expanded its business

Corporate internet connectivity revenue grew strongly along with the increasing demands for broader bandwidth, steadily
growing recurring revenues contributing to the income growth, network services gross margin increased by 9.6% YoY

Systems construction recovering, acquiring orders of mid-to-large sized projects, revenue increased by 28.9% YoY
Cloud services in the U.S. and overseas Sl, our focus since FY11, beginning to contribute to the revenue growth

ATM operation business, which turned positive in 1Q12, gradually expanding its revenue and profit quarter by quarter

1H12 total cloud revenue: JPY2.6 billion, number of projects approx.1,500 at 2Q12, doubling its business size

Leading the enterprise cloud market in Japan, new service line-ups of VW series and unified operation management
services in targeting hybrid cloud have been gathering prospective orders, ranked as the top share in the Japanese
public cloud (HaaS/laaS) market (Fuil Chimera Institute, Jul. 2012) - eygluated as one of “Best Brands” and received 3 awards for
“Best Services”( Nikkei BP Agency, Oct. 2012)

1H12 total overseas revenues: JPY2.1 billion, providing services such as cloud services, overseas Sl, and global-WAN

Cloud services in the U.S. expanding and its revenues recognized in 2Q12, preparing the release of cloud services for
China (plan in Jan. 2013), continue to operate large sized Sl projects in the U.S. and Europe, co-working with [1J-Exlayer
(acquired in Apr. 2012, P/L consolidated from 2Q12) on projects such as server construction and global-WAN

Focused R&D theme SDN: released the first commercial SDN platform in Oct. 2012

© 2012 Internet Initiative Japan Inc.




II-1. Consolidated Financial Results for 1H FY2012

Unit: JPY billion

% of Revenues I RRETERIES % of Revenues

1H12 1HL1 Yoy 1H12 Target | ACtual against
(Change in %) Target in %
(12/4~12/9) (11/4~11/9) (12/4~12/9)
Total
Revenues 51.1 47.2 8.3% 50.5 101.2%
80.1% 80.4%
0 — —
Total Costs 41.0 38.0 7.9%
19.9% 19.6%
Gross Margin 101 92 9.9% —_ —_
13.5% 14.4%
SG&A/R&D 6.9 6.8 1.4% — _
Operating 6.4% 5.2% . 5.3% ;
- Income 3.3 2.4 33.3% 07 120.8%
= Income before Income 6.2% 4.9% 5.0%
il 0 0
= Tax Expense 3.2 2.3 38.7% 2.5 127.1%
=
. |Net Income Attributable 3.9% 2.9% 2.8%
0 0
to 117 20 14 47.4% 14 143.4%




Internet Connectivity Services for Corporate Use Systems Construction
Internet Connectivity Services for Home Use {

Outsourcing Service

WAN Service

il Network Services Systems Integration (SlI) Equipment Sales

Systems Operation and Maintenance

Unit: JPY million
I ATM Operation Business

Recurring Revenue

FY11: 97,315
(up 18.1% from FY10) 26,563
23362 23845 23545  goe..
243 13%7? 361 9,761
—376—
7,221 7,493 6,994

26,268
24,841 614
468 e
9,175

Recurring Revenue
represents monthly recurring
revenue as shown below.

1. Internet Connectivity Services
(Corporate Use and Home Use)

2. Outsourcing Services
3. WAN Service

4. Systems Operation and Maintenance

1Q11 2Q11 3Q11 4Q11

| YoY = 1H12 compared to 1H11
=

1Q12 2Q12

€ 1H12 Network services revenue: JPY32,259 million (up 3.0% YoY)

€ 1H12 Systems integration revenue: JPY17,127 million (up 16.4% YoY)
€1H12 Equipment sales revenue: JPY642 million (up 5.1% YoY)
®1H12 ATM operation business revenue: JPY1,082 million

(up JPY521 million YoY, up 92.9% YoY)

€ 1H12 Recurring revenue: JPY42,692 million (up 4.5% YoY)
> 83.5% of 1H12 total revenues
€1H12 One-time revenue (sum of systems construction and
equipment sales revenue): JPY7,335 million (up 26.4% YoY)

© 2012 Internet Initiative Japan Inc.
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II-3. Cost of Revenues and Gross Margin Ratio

Cost of revenues : fnni]Network Services [ Systems Integration(SI) 1 Equipment Sales B ATM Operation Business
Gross margin ratio : =< >==Network Services === Systems Integration(Sl) === Total revenue

=L Unit: JPY milli
21.9% nit: million
20.5% 21.2%
0
To9% 20.2% W
20.8% 21.0%
19.3% 19.9% 20.7%
FY11: 77,326
(up 17.5% from FY10) Breakdown of the increased
19,111 18.683 portion of gross margin:
341 1H11 to 1H12
360 T

1Q11 2011 3011 4011 1Q12 2Q12 | YO = 1H12 compared to 1H11 |
®1H12 Gross margin: JPY10,148 million (up JPY912 million YoY, up 9.9% YoY)
> Network services gross margin: JPY6,876 million (up JPY601 million YoY, up 9.6% YoY)
> S| gross margin: JPY 3,037 million (up JPY49 million YoY, up 1.6% YoY)
> ATM operation business gross margin: JPY144 million (gross loss of JPY92 million in 1H11)

© 2012 Internet Initiative Japan Inc.
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II-4. Network Services (1)Revenues

Unit: JPY million
—k—
918.8 1,003.3

| d
Bandwicth (5b7e) — Nl
791.0 820.7 853.0 .

FY11: 63,409
(up 22.7% from FY10)

15,521 15,800 15,921  16.167

16,092 16,167

—— WAN Services
Outsourcing Services

for Home Use

1
1
1
1
1
1
1
1
1
1
1
1
1
! [III11] Internet Connectivity Services
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1

4,146 4,266 4,405 4,502 4,485 4,612 Internet Connectivity Services
for Corporate Use
(0 .. s
3,580 3,697 3,643 3,787 3,865 3,951
" YoY =2Q12 compared to 2Q11 !
1011 2011 3011 4011 1012 2012 | QOQ 72212 compared 101212

42012 Internet connectivity services for corporate use revenue: up 6.9% YoY, up 2.2% QoQ

>|P services continued to grow due to the increasing demands by over 1Gbps users

»Number of contracts for over 1Gbps as of Sep. 30, 2012: 164 contracts (129 contracts as of Sep. 30, 2011)
42012 Internet connectivity services for home use revenue: down 7.3 % YoY, down 6.3% QoQ

>LTE services’ contracts constantly increasing by 4Q11: approx. 6,500, 1Q12: approx. 13,800, 2Q12: approx. 11,200, revenue recognition
on initial set up fees for LTE services’ has been adjusted, resulted in the decrease of approx. JPY40 million in revenue
»Continued minus effects by the changes in net revenue recognition for FLET'S portion

42012 Outsourcing services revenue: up 8.1% YoY, up 2.8% QoQ
42012 WAN service revenue: down 2.0% YoY, down 0.8% QoQ

»Decrease was mainly due to price adjustment requests and cancellation by a couple of large clients in 1Q11, global-WAN services
accumulating prospective orders particularly from manufacturing industry

© 2012 Internet Initiative Japan Inc.
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Il-4. Network Services (2)Cost of Revenues

Unit: JPY million

FY11: 49,985
(Gross margin ratio: 21.2%)
12,440 12,606 12541 12764 12019
552 608 632 i 717 691
I’L | | u || others
‘ ) ! G >
L ‘ 1l ! ‘ [1IM1]] outsourcing Costs

1,132 1,134 1 i ,161 1,126 1] Personnel Related Costs
| Network Operation Related
i - Costs
i Circuit Related Costs
' ! YoY =2Q12 compared to 2Q11 !

1Q11 2011 3011 4011 1Q12 20Q12 | QoQ =2Q12 compared 0 1Q12 1

42012 Cost of network services: up 0.1% YoY, down 1.1% QoQ
»Network operation related costs decreased mainly due to the decrease in depreciation and amortization costs

© 2012 Internet Initiative Japan Inc.
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II -5. Systems Integration (1)Revenues

<Systems construction>

Unit: JPY million Systems Construction Revenues
Systems Operation and Maintenance Revenues

5,741 |
| —@— Order Backlog }XSystem construction’s order backlog
4,710 4494 4,803 |:| Order Received and order received includes

equipment sales
FY11:11,998 ;840
(up 0.5% from FY10)

C - ____-_-_-_---_-_---
1 YoY =2Q12 compared to 2Q11 :
1)

Systems Construction

€ 2Q12revenue: up JPY1,256 million YoY, up 46.9% YoY

»Accumulating mid- to large-sized projects such as network 2

systems for educational institutions, network renewal of
business platform systems and FX systems

2,517 2,677 2,154 4649 2,760 3,934 »Continued to acquire server construction and maintenance :

1011 2011 3011 4011 1012 2012 projects for a prominent Japanese SNS provider in the U.S.
and Europe.

| o807 | 2785 | 8573 | 2080 [ a7a5 | 4sse | >Consolidated P/L of 113 Exlayer (acquired in Apr. 2012) and its
overseas subsidiaries from 2Q12 (2Q12 revenues:JPY171 million)
< [ [ >
Systems operation and maintenance 14,230 13.074 ¢ 2Q12 order backlog: up 4.6% YoY
13W »2Q12 order received: up 63.1% YoY
FY11:19,472

(up 11.2% from FY10)

Systems operation and maintenance

€ 2Q12revenue: up JPY426 million YoY, up 8.8% YoY
>11J GIO Component Services consistently accumulating
prospective orders
; »Approx. 80% of I1J GIO total revenues are recognized in
4,704 4,815 4,840 5.112 5.192 5241 systems operation and maintenance revenue and the rest
' iS recognized in outsourcing services revenue

€ 2Q12 order backlog: up 12.4% YoY

1Q11 2Q11 3Q11 4Q11 1Q12 2Q12

© 2012 Internet Initiative Japan Inc.
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I -5. Systems Integration (2)Cost of Revenues

1L

Unit: JPY million

-
e
E—
-
-—
—
—

FY11: 24979

(Gross margin ratio: 20.6%)

- Purchasing Costs
[l]]]]] Outsourcing Costs

|:| Others

- Network Operation Related
Costs

Personnel Related Costs

882 1 92 032 | | | 1,012 1,127
1Q11 2Q11 3Q11 4Q11 1Q12 2012 2 m=mmemmemmmmm——mm oo

: YoY = 2Q12 compared to 2Q11 :

1 QoQ =2Q12 compared to 1Q12 1
U U 1

42012 Cost of SI: up JPY1,569 million YoY, up 26.3% YoY
>The number of full-time outsourcing personnel as of Sep. 30, 2012 was 586 (up 172 personnel YoY, up 89 personnel QoQ)
»2Q12 Sl gross margin: JPY1,649 million, up JPY113 million YoY, up 7.4% YoY
>»Qverall Sl costs increased along with the increase in Sl revenues

© 2012 Internet Initiative Japan Inc.
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II[-6. Number of Employees

(No. of employees) . 2,078 2,081
2000 | 1953 1955 1941 1,923 | ﬁ

4 B

1,500 !
1,000 i ) o
74 1,705 601 1,679 ! 82 =
500 : —

0 |
2011/6  2011/9  2011/12  2012/3  2012/6  2012/9
Unit: JPY million 3,627 3,686 3,551 3,613 3,741 3,858
(15.5%) | (15.5%) | (15.1%) | (13.6%) | (15.1%) | (14.7%)

®Number of consolidated employees as of Sep. 30, 2012: 2,081 personnel
> Hired 75 newly graduates in Apr. 2012 (Apr. 2011: 44 newly graduates)
> Planning to hire over 100 newly graduates in Apr. 2013
» 2Q12 personnel related costs and expenses: up JPY172 million YoY

[Employee Distribution]

Admini

Sales
19%

Personnel related costs and
expenses (% of revenue)

= ——— - = —————
[}
L

________

YoY = 2Q12 compared to 2Q11 :

© 2012 Internet Initiative Japan Inc.
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II-7. SG&A Expenses/R&D

(

el
]
L

Research and Development Expenses
General and Administrative Expenses

Sales and Marketing Expenses

) % of Total Revenues

3,587
(15.4%)

~J

1,553
(6.6%)

1Q11

FY11: 13,635
(14.0%)
3,313
3,200 (14.1%)
(13.4%)
SR o o 7
1,213
oo (5.2%)

2Q11

3,535
(13.3%)

3Q11

1,379
(5.2%)

4Q11

3,445
(13.9%)

B304

1,411
(5.7%)

1Q12

3,440
(13.1%)
i 7

1,334
(5.1%)

Unit: JPY million

/ 9,236

2Q12

10,148
1H11 1H12
6,787 6,885
(14.4%) (13.5%)

~

P Gross Margin
P SG&AExpenses

() %ofTotaIRevenues/

42012 SG&A: up JPY239 million YoY, down JPY5 million QoQ
> SG&A is stable and does not directly increase along with revenue growth

» Compared to 2Q12, SG&A slightly increased due to the increase in number of personnel

Compared to 1Q12, SG&A slightly decreased due to seasonal factor such as newly graduates related costs

© 2012 Internet Initiative Japan Inc.
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I -8. Operating Income and Net Income

3.9%

FY11 Net income attributable

8.9%

FY11 Operating Income : 6,353 2,356

Unit: JPY million

7.2%

[ Operating Income
[T Net Income Attributable to 11J

==@== Operating Margin Ratio

= —————————
[}
L

to 11J : 3,641 1,889
1,534
1,374
915 \
1Q11 201 3Q11 4011 1Q12 2012
1011 2011 3011 4Q11 1Q12 20Q12
Income Tax Expenses 631 548 922 515 736
Equity in net income
(loss) of equity method 37 77 (30) 33 50
investees
Net loss (income)
attributable to non- 18 11 6 5 (6)
controlling interests

€2Q12 Operating income: JPY1,889 million
(up JPY355 million YoY, up 23.2% YoY)
>Increase in the gross margin of network
services and ATM operation business

»SG&A expenses stayed stable

»Operating income of ATM operation business
in 2Q12: JPY67 million (JPY16 million in 1Q12)

* Placed 567 ATMs as of Nov. 8, 2012

42012 Income before income tax expense:
JPY1,803 million
(up JPY378 million YoY, up 26.5% YoY)
»Interest payments and others

42012 Net income attributable to 11J:
JPY1,110 million
(up JPY261 million YoY, up 30.8% YoY)
»Equity in net income of Internet Revolution,
Inc. and Internet Multifeed Co.
»Apply a normal rate of effective tax

© 2012 Internet Initiative Japan Inc.




- II-9. Summary of Consolidated Balance Sheets

March 31, September 30,

Unit: JPY million

2012 2012 Changes
Cash and Cash Equivalents 13,537 11,670 (1,866) ®Balance Sheet
Accounts Receivable 15,722 15,648 (74) >Cash and cash equivalents:
*Decreased mainly due to the
Inventories 752 1,591 +839 payment of income taxes and
' repayments for the borrowings
Prepaid Expenses 1,848 2,784 +935 »Accounts receivable and Accounts
payable:
Other Investments 2,938 3,251 +313 *No major changes
»Property and Equipment:
Property and Equipment 19,736 21,911 +2,175 -Increased mainly due to the increase
Goodwill and in investment for cloud computing

—a Other Intangible Assets 11,185 11,087 (98) related investment
— »Capital lease obligations:
- Accounts payable 9,753 10,233 +480 *Increased mainly due to the increase
= in investment for cloud computing
= Income taxes payable 2,211 895 (1,316) related investment
i' Borrowings
EE (Short-term and Long-term) 12,000 11411 (589)
=" Capital Lease Obligations 7.739 0.044 +1.305

(Current and Noncurrent)
Accumulated Deficit (10,990) (9,338) +1,652

Accumulated Other
Comprehensive Loss

(24) (33) (10) €11J Shareholders’ equity ratio

. - *End of Sep. 2012: 45.4%
Total 11J Shareholders' Equity 32,688 34,350 +1,662 ‘End of Jun. 2012: 45 2%

*End of Mar. 2012: 44.5%

Total Assets 73,493 75,723 +2,230

N

H b
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II-10. Consolidated Cash Flows

Operating Activities:

Unit: JPY million

@ 2012 Internet Initiative Japan Inc.

FY11: 11,659 5079
2,966 |
2,292 | 2,546 1H12 Operating Activities:

1,323 - L4224 >Depreciation and amortization JPY3,639 million
| »Payments for income taxes:  JPY1,321 million
etc.

1Q11 2Q11 3Q11 4011 | 1Q12 2Q12

Investing Activities: |
FY11 : (5,954) i
i 1H12 Investing Activities:
' >»Payment for purchases of property and
! 923 y P property
(1,165) (1,157) (1,564) i (923) equipment; JPY2,785 million
(2,069) E (2,131) etc.
1Q11 2Q11 3Q11 4Q11 1Q12 2Q12
Financing Activities:
FY11: (5,464
( ) 1H12 Financing Activities:
' »Repayment for bank borrowings (net):
T HHHHHH‘H T T (T N ~ JPY589 milion
(1,107) (1,183) (923) . (1,332) (1,424) »Principal payments under caplteﬂ é?f§?3 o
2,251 I 1
( ) ' »Payments for FY2011 year-end dividends:
: JPY355 million

1011 2011 3011 4011 | 1012 2012 ete.
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II-11. Other Financial Data (CAPEX etc.)

BRRI

CAPEX (Include Capital Leases):
Unit: JPY million

FY11:10,917 )
Domestic I1J GIO related CAPEX —
3,567 1H11 JPY2.6 biIIi_o_n -
3,298 (of JPY0.9 billion related to Matsue DC) 3
2,878 illi 5
2.606 1H12 | JPY1.6 billion .
2,208 2,265

Lih‘ {

Adjusted EBITDA: Unit: JPY million

FY11:13,534 4,285

3,730

3204 3376 3,172
1011 2011  3Q11  4Q11  1Q12  2Q12 ’

2,578

Depreciation and Amortization: Unit: JPY million
FY11: 7,181
1,929
1,827 ' 1,841
1664  L761 8 1,798

1011 2011  3Q11 4Q11  1Q12  2Q12

3011  4Q11  1Q12  2Q12

© 2012 Internet Initiative Japan Inc.
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II-1. Developments of “1IJ GIO”

1] GI10

B Business developments of 11J GIO

» 2Q12 revenue: JPY1.4 billion (1Q12: JPY 1.2 billion)

* Mainly, HaaS and laaS revenues

* Sep. 2012 monthly revenue: JPY0.5 billion

* # of projects: approx. 1,500 as of 2Q12 (approx. 830 as of 2Q11)

* # of clients: approx. 850 as of 2Q12 (approx. 540 as of 2Q11)

Adding to the above, 11J GIO-based SaasS for specific business

(ex. FX, SmartPos) would grow hereafter

* 2Q12 specific SaaS revenue: JPY0.4 billion (notincluded in -
the above mentioned 2Q12 revenue of JPY1.4 billion)

Increasing adoption of cloud by enterprise business

* Approx. 150 clients with monthly revenue of approx. JPY0.5
million as of Sep. 2012 (up 20 clients from 1Q12)

* VWserires revenue recognized from 2Q12, # of order
received approx. 20 projects, prospective orders over 100
projects

* Increased 11J GIO usage by blue chip companies

Evaluated as “Best Brand” and received 3 “Best

Service Awards” of Nikkei BP Agency (Oct. 2012)

* Cloud Platform Service(laas/PaaS), General Information Saas,
Specified Tasks SaaS

M Overseas I1J GIO developments

* 11J GIO US Services: expanding the facilities to meet the
growing demands of clients, revenue recognized from 2Q,
approx. JPY20 million, expect FY12 revenue to be around
JPYO0.2 billion

* 11J GIO China Services: began providing some functions
to the first user from Oct. 2012

<llJ GIO Revenue Recognition>

*11J GIO Component (private cloud) -> Systems operation and maintenance
*11J GIO Hosting Package (public cloud) -> Outsourcing services

1,750

1,000

250

1500 |-

(JPY million) I1J GIO Revenues (# of proj.) |
1600
[ILarge SNS Game Clients /
1400
I Enterprise Business and Others
1200
~0—Number of Projects
1000
800
/ 600
0/ | 400
o 5 “1 200
.-”'.//

1Q10

2Q10 3010 4Q10 1Q11 2Q11  3Q11  4Q11 1012 2012

B Expansion of I1J GIO service line-ups

> 11J GIO Virtualization Platform “VWseries”

* Released in Aug., provides VMware hypervisor,
targeting hybrid cloud market, longer preparation period
as to complicated systems, accumulating orders and
order received,

> “IIJ GIO Social App Support Solution”

* Providing high-capacity servers incorporating Fusion-10

model and others to meet the various needs
» “IIJ GIO Unified Operation Management Service”

* Released in Oct., systems monitoring and operation for

hybrid cloud, SaaS-based
» “I1J GIO Hadoop Solution”

* Cloud-based solution for operating high-speed data

procession systems for big data

© 2012 Internet Initiative Japan Inc.
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M-2. Continuous Growth of our Core Businesses
Internet Connectivity for Corporate

Systems Construction

Revenue
W 6
PY L
»% N N4 billio
Order Received !

g"’* JPY8 - 3b||||o

1H11 1H12

IP Service Revenue

Total Contracted Bandwidth*

Number of contracts for over
Over 1Gbps Contracts JPYO0.1 billion (113 only)
129 | Sk

contracts ! contracts contracts

*Total contracted bandwidth is calculated by multiplying the number of contracts and the contracted bandwidth for all of the followings: IP Services, Internet Data Center Connectivity
Services, and 11J FiberAccess/F and 11J DSL/F

- - © 2012 Internet Initiative Japan Inc.




II-3. FY2012 Financial Target (Remain unchanged)

Unit: JPY billion

FY12 Target FY11 Actual YoY
(12/4~13/3) (11/4~12/3) (FY12to FY11 Acutal)
Total
RevVenues 107.0 97.3 +9.7| 10.0%
Operating
Income 7.5 6.4 +1.1| 18.0%
Income before
Income Tax 6.9 6.0 +0.9| 15.5%
Expense
Net Income
attributable to 11J 4.0 3.6 +0.4 9.9%
. Net Income
= attributable to 13| JPY 98.68| JPY 89.82| +JPY 8.86| 9.9%
- per Share*
=~ Callosehr gir:/;?;nd JPY 17.50| JPY 16.25 YIPY 125 7.7%
(Annual) (Annual)

* [IJ conducted a 1:200 stock split on common stock with an effective date of October 1, 2012. Accordingly, net income attributable to 11J per
share and cash dividend per share (IIlJ common share) in the above are adjusted based on post stock split basis.




% Forward-looking Statements

Statements made in this presentation regarding I1J’s or management’s intentions, beliefs, expectations, or
predictions for the future are forward-looking statements that are based on I11J’s and managements’ current
expectations, assumptions, estimates and projections about its business and the industry. These forward-
looking statements, such as statements regarding revenues and operating and net profitability, are subject
to various risks, uncertainties and other factors that could cause I1J’s actual results to differ materially from
those contained in any forward-looking statement. These risks, uncertainties and other factors include: the
possibility a decrease of corporate spending or capital expenditure due to depression in Japanese economy
and/or corporate earnings decreased; the possibility that less of reliability for our services and loss of
business chances due to interrupt or suspend of our services; the possibility an increase over estimate in
network rerated cost and outsourcing cost, personnel cost etc. ;increase in competition and strong pricing
pressure; the recording of an impairment loss as a results of an impairment test on the non-amortized
intangible assets such as goodwill; a decline in value and trending value of our holding securities; and
other risks referred to from time to time in I1J°s filings on Form 20-F of its annual report and other filings
with the United States Securities and Exchange Commission ("SEC").

% Contact Information
Internet Initiative Japan Inc. (Corporate Planning Department) II I

Jinbo-cho Mitsui Bldg., 1-105 Kanda Jinbo-cho, Chiyoda-ku, Tokyo, 101-0051, Japan

TEL: 81-3-5259-6500 URL: http://www.iij.ad.jplen/ir E-Mail: ir@iij.ad.jp Internet Initiative Japan
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