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Key Investment Highlights HJ

>
>
>

Top IP_Engineering Company in Japan

Shift to Total Network Solution Provider

Target Blue-chip and Governmental Organizations
In Japan with dominant position

Growing Outsourcing Market in Japan

Convincing Revenue and Income Growth with

recurring business

Business Development for Mid/Long-term Growth

details to follow
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TOP IP Engineering Company in Japan

>

>

The first established full-scale ISP in Japan

A group of highly motivated and skilled TOP Level IP Engineers
» Pioneer of Network Technologies in Japan (see page 3)

In-housed development

» Operate the largest Internet Backbone in Japan
 Fully develop its service and back office facilities

> Internet Connectivity & Firewall Service, IP Multicast Delivery Service

> Service Level Agreement (SLA)
> IPv6 Service
> Router Products (SEIL Series)

“I1J” brand among the Japanese IT market

» Well known for its high engineering skills
and network support skills

* High customer Satisfaction with long term
relationship

At the leading edge of IP R&D

 IPv6, Mobile IPv6(MIPv6), NetBSD
* Participation in world-wide research
* Board Member of “Telecom-ISAC Japan”

AU

Company Profile (as of March 2008)

Established December 1992
Number of Consolidated: 1,373
Employees (70% engineers)

Listed Markets

NASDAQ(IIJI), TSE1(3774)

Top
Shareholders

NTT(24.5%), Koichi Suzuki
(6.2%), Itochu Corp.(5.1%),
NTTCom(4.9%)
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Pioneer of Network Technologies 11J

Internet Initiative Japan

Business and Service Development to Initiate the Market
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Strategic Shift in Business Model 11])

Internet Initiative Japan

From “ISP” to “Total Network Solution Provider” Increase in
recurring revenues
(Revenue, JPY million) i
70,000 Listed on 4
CWC filed f TSEL
[ Internet Connectivity Services WC tiled for
50.000 ' corporate
, [ ] values Added Service (VAS) reorganization
|:| System Operation
50,000 || System Construction (Include Equipment Sales)
(FY1997-FY2002 includes System Operation)
IPO BLOO
30,000 ¥ 1
arves
EaBrlr?e-Ll_:ts the flowe
20,000 ; Transition
enduring _ TIOt‘f"I Ne
Client Base Change in gution P
10,000 Business
Model
y v v
0

FY94 FY95 FY96 FY97 FY98 FY99 FYO0O0 FYO1 FYO02 FYO03 FY04 FYO05 FYO06 FYO7

f ! f !

Increase in numbers of Heavy price Japanese economy Merger of ISPs for
other ISPs competition at the bottom corporate use
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Current Business Model 11J

ternet Initiative Japan

Cross Selling of Total Network Solutions

*Network Consultation
*Network Construction
(ex. Site-to-Site
Network)
*System Construction
(ex. On-line security
system to B to C)

System
Construction

Internet
Connectivity
Service

Over 6,500 Value Added

: Client Base Service and
s eensrnnsrnnsrnarnaenaannnn, : System

Operation

«Security Solution
Email Solution
*DDos Solution
eData Center

-Dedicated Line Internet *Web Hosting
Connectivity *Online Storage

(64kbps ~ Gbps) *Network Operation

«Broadband Connectivity *SEIL/SMF
(Best Effort)
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Excellent Blue-chip Client Base 11)

Internet Initiative Japan

Extremely High Penetration rate in Each Industry

e 10 major companies listed by
annual consolidated revenue in
each industry.

* Revenue data based on Toyo
Keizai Shimpo “Kaisha Shikiho,”
and Nihon Keizai Shimbun
“Nikkei Industry Map”
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Representative I1J Customers IIJ

Enduring Relationship with leading companies

THE DOCUMENT COMPANY WM/ . / p
FUJI XEROX excite. 5 7%

&

@'o\nfmmications p

N

SH{ERET JOMO &9

-Fhl-{. '\'.-.._-h .-

g b
ThE iSl'li n The _Yomiuri Ministry of
- ..LE.....u-....-II....... :.pdlclk.,lh u Shimbun Ministry of Environment

Justice

Imperial Household National Police
Agency Agency and more...
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ternet Initiative Japan

Enhancing Cross Selling 1)

Occupation of Total Distribution of Customers
Revenues by Top Customers by Annual Revenues
Revenues by Customer
Top 501- I (JPY million)

18.0% - — Room to enhance cross
Top 401-500 \\ [ selling to its existing

3.4% y customers

Top 1-100

Top 301-400 _/

4.6% 53.206

/
/
/
/
/
/
/
e
e

—

Top 201-300
7.0%

o

e

13.8%

Top 101-200

Source: 11J’s non-consolidated data for FY2007 Number of Customers

(~6,500)

> Not dependent on specific company nor industry due to
diversified revenue source

> Broad client base of 6,500 customers

Copyright © 2008 Internet Initiative Japan Inc. 8



Following Market Situation in Japan 11J

Internet Initiative Japan

Market Growth of IT
Outsourcing Services

FY2007
(Syears) JPY 3,596 billion
JPY 2,795 billion

Source MIC Research Institute Ltd.

Market Shift to
IP Network

JPY bhillion
1000

——ATM FR
900 [~ —=—|P-VPN/Ethernet -

U

700 F- e

600 F- T

500 F T e

400 F-

300
2004 2005 2006 2007 2008 2009 2010

Source Ministry of Internal Affairs and Communications

Market Growth of Data
Center

Up 40.8% FY2012

FY2007 ok
(5years) JPY 1,634 billion

JPY 1,161 billion

Source MIC Research Institute Ltd.

IT Expenditure Growth rate
In Japan and USA

(2001=100)
900

800 F—— e -
—*—Japan —=— USA

700 -

600
500
400
300

200

100 -

0
1991 1993 1995 1997 1999 2001 2003

Source Ministry of Internal Affairs and Communications
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Convincing Revenue and Income Growth 11)

Revenue

Internet Initiative Japan

Operating Income

JPY Billion (JPY billion)
80
70
60
50
40
30
20
10
0
FY04 FY05 FY06 FY07 FY04 FY05 FY06 FY07
. { Systems Construction _
One-time [ Operating Income
Revenue 333 Equipment Sales . ) )
mmmm Internet Connectivity Services ® Operating Margin Ratio
Recurring { VAS and Others
Revenue
-

Systems Operation

=== Gross Margin Ratio (%)

Detailed Figures in Following Presentations
Copyright © 2008 Internet Initiative Japan Inc. 10




Internet Initiative Japan

Continuous Growth in Revenues (Quarterly) _11J

> Accumulating recurring revenue from Internet Connectivity,
Value-added Services and System Operation

> One time revenues from System Construction is pushing up
the overall growth

Unit: JPY million
18,359 18,486

234
: 17,023 : =2
16,133 : 609 : 16,294 _
: : 391 One-time
R : 5,920 Bk Revenues
: 14,007 13 587 113,696 400
12437 (630 393 ga05: 491 &
11929 11870 o5 i 542 : 2,553 )
1,001 | 769 ’ : 3,871 3,605 : &
9,880 12,778 : T L A20
273 2,405 2,440 . | H 379€ oI
1,193 s, zdlg 3782
NN : 3350 3,488 .
547 2,757 2821 2,984 4 i : 3681 Recurring
. . 3,439 3,512 ! Revenues
: : 3,092
2321 2389 2613 2,601 2,641 2863 2,793 2,848 :
4,766
3,446[3 378 ; 3,223J3.203 [ 307jl3 355 . 77O 07 I )

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07

mmmm Internet Connectivity Services One-time Systems Construction

Recurrin _
Revgn&eg VAS and Others Revenues { %% Equipment Sales
Trrrr  Systems Operation and Maintenance
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Improving Gross Margin Ratio (Quarterly) HJ

> Stabilized cost and increasing Revenue is pulling the overall
growth in Gross Margin Ratio

28.8%
25.7% : : 25.5%
: 25.0% :
24.2%  24.1%  24.0% 0 P 2350 Unit: JPY million
: 22.3% 21.3% 21.6%
20.1% : 23.1%
: : 21.0%
21.0% 190 20.1% ’

17.8%

16.7%

16.9%

17.4% : 17.5% 16.3%

13.9% 13.8% : 1o : Sl
9% 0 .8% H 0 .
13.5% 13.0% 13.5% :
. 342 Personnel related costs,
494 202 outsourcing costs and
901 333 purchase etc.
f L P 423 7,771 6,985
’ : 4,849

Connectivity and VAS

Network costs such as backbone
costs, network equipment costs,
network operation costs for such
as network operation centers
and personnel related costs

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 2007 3Q07 4Q07

Cost of Revenues =777 Connectivity and VAS Sl Equipment Sales
Gross Margin Ratio Connectivity and VAS SI —@= Gross Margin Ratio 12




Forecast for FY2008

FYO8 Target

08/4 09/3

FYO7 Actual
07/4 08/3

Nl

11)

Internet Initiative Japan

Unit: JPY billion

Recurring revenues
continue to increase,
Scale up of Systems
construction.

Total
Revenues 78.5 66.8 11.7/17.5%
Operatin
il 5.2 48| 0.4 9.3%

Income before
Income Tax Expense
(Benefit)

4.7

4.4

0.3

7.8%

~

Operating income
continue to increase along
with the recurring
revenues.

Operating Costs include
JPY0.9 billion loss for new
subsidiaries related costs.

Net Income 5.2 5.2 0.2] 0.5%
Npe;r'gﬁg?;e IPY25,184| 1pY25,100| JPY84| 0.3%

/]

//

“Gains from the sale of
available-for-sale
securities” not included.

Includes “Deferred tax
benefit” of JPY 0.5 billion
in 4Q08.

Cash Dividend
per Share

JPY2,000
(Annual)

JPY1,750
(Annual)

JPY250

14.3%

Copyright © 2008 Internet Initiative Japan Inc.
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Mid-Term Growth Target 11)

Internet Initiative Japan

Over 100 Unit: JPY billion
Target

New Business
| s
H Connectivity and VAS

78.5 Forecast
66.8(Result)

FY2007 FY2008 FY2009 FY2010

E ion the Growth basis b . - .
Recﬁ?ﬁﬁ;‘%r;veiuef by Acceleration of the growth speed by Recurring Revenues Total Revenu_es.,

Ensuring the increase of Operating Expansion of S| business, Income basis strengthen over JPY 100 billion
Income

Aporoach to large-seale Sl project Initiated new business - Full-Operation Operat|_n_g Income;

Seeding to new business development development JPY 10 billion

Market Environment
IP Network Market in Japan continuously expand From Legacy Network to IP Network)

Continuously Growth in Corporate IT Spending From Mainframe to Open System)
Market Size of IT Outsourcing Services in Japan 28.6% expand for 5 years (JPY3,596 billion in 2012) By MIC Research Institute Ltd.
Market Size of Data Center in Japan 40.8 expand for 5 years JPY1,634 billion in 2012) By MIC Research Institute Ltd.

Internet traffic enlarge by image distribution etc.  Total traffic enlarge about 2.5 times from 2005 to 2007
Copyright © 2008 Internat Initiative Japan inc. By The Ministry of Internal Affairs and Communications 14
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Appendix1: Affiliated Companies

11)

Internet Initiative Japan

Consolidated
Subsidiaries

New
Business
EYO7~

Company Name Ownership Main Business
Offers a comprehensive suite of systems integration services from design,
1J Technology Inc. physical installation, operation, and maintenance to monitoring for our
° customers' diverse network systems.
1) Technology
: . . Provides full outsourcing services for integration and operation of the front- and
mnl S 113 Financial SyStemS Inc. back-end for securities systems.
nancial Systems
Provides a full range of network operation and management services, from
‘ Net Care' Inc. customer support, end-user help desks, monitoring and troubleshooting to
. integrated management services.
let Care
Provides network construction services, primarily for LANS, such as network
Net Chart Japan Inc. installation wiring, installation and set-up of equipment, installation of
Y v 100% applications, and operational support.

I11)

1) America

11J America Inc.

Equity
Method
Investees

by diewan] Sl e

Trust
Networks

hi-ho, Inc.

On-Demand Solutions Inc.

I1J Innovation Institute Inc.

Trust Networks Inc.

GDX Japan, K.K.

Provides quality Internet services in the U.S. with a focus on U.S.-based
enterprises doing business in the Asia-Pacific region. Also [1J-A constructs and
operates on U.S. Internet backbone network.

Supports customer's safe, secure and comfortable Internet life based on ISP
business for personal users.

Provides network system for print-on-demand setrvices for the financial sector
to help them reduce printing and delivery cost for brochures and other related
documents.

An incubation business for the next generation internet. (R&D)

Operates ATM network systems placed in designated facilities. Receives
commission for each withdrawal transaction from a bank account.

Building safe, reliable corporate messaging networks and providing message
exchange services.

Provides mutual access with other major ISPs and content distribution services

Internet Multifeed Co. 31% based on Multifeed technology. Also MFEED operates JPNAP, a distributed 1X
service.
3 . Operates a comprehensive portal site that provides various contents, such as
- 0, ’
i-revo Internet Revolution, Inc. 30% SNS, blogs, stunning games, videos, and music.
459, Provides operation of reward point management system

TAIHEICOMPUTER Tajhei Computer Co., Ltd.

16



Appendix2: Business Development for Mid/Long-term Growth(1)

I1J Mobile Service

* A mobile Internet connectivity service exclusively for
corporate use

» Launched its service in January 2008

-

*MVNO under NTT Docomo and EMOBIE

*Provide mobile network connectivity for 11J’s existing 6,500
customer base

*High-speed connectivity for corporate customers (3G/HSDPA)
*Provide Total Network Solutions with other 11J Solutions
» Options provided for high-security;

» IP Address Assignment Option, Access Restriction
Option, Remote Access VPN Option

e Closed Network within 11J’s Backbone.
*Variable Service Fee/Dual Carrier

*Protocol Free (ftp, VolP, etc)

\_

* Available Data Card: A2502 HIGH-SPEED (NTT DoCoMo), DO2NE,
D02HW, DO1NX (EMOBILE)
» 100,000 user targets in few years

J

Copyright © 2008 Internet Initiative Japan Inc.

Data Card

NTT-DOCOMO EMOBILE
A2502 (USB Type/
/ 3.6Mbps)

11)

Internet Initiative Japan

DO2HW (USB
£/ Type/ 7.2Mbps)

with SMF

The

Internet
SMFsx

IN

Seeee
2222 T
|

i

§

The Ultimate Full Management

Connects without Connecting
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Appendix3: Business Development for Mid/Long-term Growth(2) IIJ

On-Demand Solutions Inc.

* Provides an effective document management system primarily to companies in the

financial industry enabling them to drastically reduce the cost of printing and
distribution of materials.

] Insurance Insurance Insurance Insurance
e |t consists of Company Company Company Company

« a network of digital VPN D/
multifunction printers ("MFP?) .
located at the branches and | Add E-brochure Data |

\

sales agencies |

» Database server placed in the
On-Demand Solutions
datacenter

Call center
Contract Database On-demand

E-filing |_ — |str|but|on Printing
Service Service

o
2 <
S
€ c
3 o
Qs
:=
°a

Operator
» With the enactment of the Financial
I?rodupts_Exchange Law , the |  eiing of Contractsj :\On demand printing
financial industry is confronted with Y A A \
the need to comply with strict '

compliance rules, by using
standardized product pamphlets,
contracts, and other documents at
their branches and agencies

b

MFP MFP [ MFP MFP [ MFP MFP

Sales agencies Sales agenmes Sales agenmes Sales agenmes Branch Branch
Office Office

Copyright © 2008 Internet Initiative Japan Inc.
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Appendix4: Business Development for Mid/Long-term Growth(3) IIJ

Internet Initiative Japan

High-quality content delivery platform for “acTVila”

« “acTVila” is a portal site that provides high-definition video for digital television
over broadband access lines.

« Established by Sony, Panasonic and three other home electronics company

* 11J has extensive experience in the streaming distribution market through its
CDN Japan distribution platform and a download distribution service that uses
P2P technology.

=>» Another step towards providing the best video distribution environment
available with IP technology

» Content distribution will be done by
streaming using MPEG2/H.264 and
will conform to specifications
developed by the Digital Television
Study Group, a group established
primarily by home appliance
manufacturers

» A download distribution is also
scheduled to be release soon

Copyright © 2008 Internet Initiative Japan Inc.
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Appendix5: Business Development for Mid/Long-term Growth(4) IIJ

GDX Japan, K.K.

 GDX Japan Inc., 11J’s 51% owned subsidiary

» Established to create a new-generation messaging environment, the “GDX
Trusted Platform”

 Different from the current anti-spam counter measures which are mainly based
on filtering technologies, often resulting in the refusal or loss of legitimate
business e-mail. (GDX h727 o7k 7 7]

GDX Trusted Platform

=

BREORE GDX Edge F
B ==
IR s %

[1J Innovation Institute Inc.

* An incubation business to help develop and support Internet-related
new technologies and businesses.
* In preparing for establishing as a new subsidiary.

Copyright © 2008 Internet Initiative Japan Inc. 20



Appendix6: Case Study “Network Construction”

Internet VPN-WAN

11)

Internet Initiative Japan

Sumitomo Mitsui Banking Corporation placed a terminal called “MC Station” at every SMBC Consulting Plaza
to strengthen its sales channel to retail customers. For this system, they required high level of security for its

network, reliable broadband access and network operation.

To meet those requirement, we collaborated with other Sl vendors to provide them with the best secured
Internet VPN-WAN.

The 11J Group provided Network Construction; (1)network consultation, (2)network design, (3)configuration for
routers and firewalls, and (4)network operation.

The Sl Vendor provided; (1)system construction, and (2)equipment implementations and on-site maintenance

[ Mc station System
m m Firewall Reporting
System
Other Other |
MC Station System System
VPN System — — - [
VPN Firewall Firewall Firewall
' ‘
113 Backbone 113 Backbone
r.-‘![_ —Route Redunda_n‘cy_']_-.» o —
< Internet
Internet ECenishas
|
HiEl= = == i=
MC Station MC Station Consulting Plaza

Group Synergy and Collaboration

“ Operation and Maintenance

Provide tailored customer support with high customer
Net Gare satisfaction.

11)

Internet Initiative Japan

+

NEC System Construction

Provide Data Center Facility, System Construction,
equipment implementations and on-site maintenance

Copyright © 2008 Internet Initiative Japan Inc. 21



Appendix7: Case Study “System Construction”

Online Securities System

11)

Internet Initiative Japan

Matsui Securities Co., Ltd, were seeking for a partner for their online securities system. They required a
secure and stable system that can handle thousands of transactions a day. They were also looking for
skilled expertise that can flexibly expand their system when needed.

To meet those requirement, we collaborated as a group to provide them with the best one-stop solution.

We (1)placed its Front and Back Office System in [1J’'s Data Center which has direct access to I1J’s high

quality Backbone, (2)constructed their Web and Web Application Servers and (3) realized 24hrs 365 day
systems operation.

waw, matsul. co. Jp

internet

pocket, matsui, co, jp

TR
i E— K, EZweb,
Yahoo! &r— 3 o,
Wil leom

Front Office System

Web Web Data
SV Application Base
SV SV
PN - ~
XA

I I
STOCK Exchange auIcK

Back Office System

Web
Application
SV
— ]

-

L~

* Data
ase SV

Document
SV
|| —— Seal SV

External
Access
; SV

I
Japan Securities
Depository Center

Copyright © 2008 Internet Initiative Japan Inc.
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Internet Initiative Japan

Group Synergy

Operation and Maintenance

Provide tailored customer support with
high customer satisfaction.

Systems Construction

Provide open system construction
(i.e. servers and data base)

22



Internet Initiative Japan

Year-ended March 31, 2008

Consolidated Financial Results



Summary of FY2007 Financial Results 11)

Internet Initiative Japan

® The continued trend in operating income growth, 4 consecutive years of increase in

N
revenues and operating income
FYO07
Total Revenues 66.9 billion 17.1 % YoY
Operating Income 4.8 billion 36.0 % YoY
Operating Margin Ratio 7.1% 1.0 Points YoY

® Revise in FY2007 year-end dividend followed by the growth of operating income
®Year end dividend from JPY750 to JPY1,000 (Annual dividend from JPY 1,500 to JPY1,750)
®Targets dividend of JPY2,000 (Annual) for FY2008

-
s

J
. . . . . N\
® The strategy to increase recurring revenues, a profit driver bore fruit

®Recurring Revenues (Connectivity and Value-added Services (“VAS”) and Systems Operation) increased 23.7% YoY

®Recurring Revenues were stronger-than-expected. It will bottom-up the growth in the following years

® S| : Engagement in large-scaled network and application development projects

®Completion of a remarkable large-scaled network and application development project in 3Q07, followed by the
increase in revenues from Systems Operation and Maintenance in 4Q07.

® A step forward to enhance large-scale Sl project
® |nitiated in new business development

@“[lJ Mobile”, "acTVila”, GDX Japan Inc. new subsidiary,51.0% , On-Demand Solutions Inc. new subsidiary,100%
Trust Networks Inc. new subsidiary,60.2% | ||1J Innovation Institute plan to establish new subsidiary,100%

® [nitial expenses for new business development was JPY0.3 billion in FYO7, which was covered by the growth
in income from Core business -/

Copyright © 2008 Internet Initiative Japan Inc. 24



Consolidated Financial Results for FY2007

% of Revenues

% of Revenues

Unit: JPY billion

11)

Internet Initiative Japan

Connectivity and VAS and

Copyright © 2008 Internet Initiative Japan Inc.

)

FY07 FY06 _Systemstperi;iolrl/C(\)(nt:?uously
07/4 08/3 06/4 07/3 increased, up 17,176 Y0
Total Weaker-than-expected revenues
0 from Systems Construction in
Revenues 66.8 57.1 17.1% 4Q07 affected by the
unanticipated extra support
79.1% 80.6% 0 required for the Sl project that was
Total Costs 52 9 46.0 15.0% completed in 3Q07.
20.9% 19.4%
Gross Margm 14 O 11.1 258% Up 36.0% YoY due to growth in
: ) recurring revenues from the
13.8% 13.3% increase in service contracts
SG&A/R&D 0.2 /.6 21.2% The Growth in operating income
: i covered the Initial Business Cost
Operating 7.1% 6.1% 36.00 of JPY303 million.
.0%
Income 48 35 Net loss or gain from impairment
6.5% 8.8% loss and capital gain from equity
Income before Il_wcome [1 13.6 securities: JPY A 71 million in
Tax Benefit 4.4 5.0 FY07, JPY1,867 million in FY06.
7.7% 9.5%
Net Income .
52 54 D 4 3 Deferred tax benefit of JPY1,653

million in FYO7.
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Revenues IIJ

Internet Initiative Japan

B Internet Connectivity Services One-time Systems Construction Unit: JPY million

R i _
R:sz:&:gg VAS and Others Revenues { =55 Equipment Sales
+—+++ Systems Operation and Maintenance

18.359 18,486

: 17,023 389 234
16,133 : 609  : 16,294 -
: : 391 One-time
1,042 : : 5920 2384 Revenues
t 12437 630 393 G405 491
11929 11,870 ¢ ocg i 542 {2553 )
1001 (769 >3°: 3,871 3,605 ' B
9,880 : 2,778 : 4,420
273 2,405 2,440 : : 3799 3,
1,193 | : s i 3782
PP ST 1 3350 3488 S0 _
2647 275 +g|c- 984 3,254 i : 3681 Recurring
| : : 2002 3,439 3,512 Revenues
2,321 2389 2613 2601: 2641 2863 2793 2.848: "
: 4,766
3,446 3703 227 ; 3,223[3,293[3 3073 385 |3, 779 nE

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07

¢ Highest revenues in our history: revenues were JPY 66,835 million in FY07, up 17.1% YoY
¢ Recurring revenues continuously increased. JPY47,296 million in FYO7, up 23.7% YoY.
> Internet Connectivity Services in 4Q07 Up 40.8% compared to 4Q06, Up 5.1% compared to 3Q07.
>VAS and Others in 4Q07 Up 29.3% compared to 4Q06, Up 4.8% compared to 3Q07.
> Systems Operation and Maintenance in 4Q07 Up 17.1% compared to 4Q06, Up 10.8% compared to 3Q07.
¢ Systems Construction was JPY18,025 million, up 8.2% YoY due to the remarkably large-scaled Sl project in 3Q07.
»>4Q07 down 16.0% compared to 4Q06, down 9.1% compared to 3Q07 because many of our engineering resources had been engaged in large Sl projects
during 3Q07.
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Cost of Revenues and Gross Margin Ratio 11)

Internet Initiative Japan

Cost of Revenues [ Connectivity and VAS SI Equipment Sales Unit: JPY million
Gross Margin Ratio Connectivity and VAS SI —@=—= Gross Margin Ratio
28.8%
25.7% : 0 : 25.5%
24.2%  24.1% : 24.0% 25.0% : 23.5%

22.3% 21.30/? 21.6%
21.0%

20.1% : 23.1%

17.8% :
16.8% 17.4% : 17.5% 16.9% 16.3% 16.7%
: S
o : 14.6% :
0, . .
13.9% 1350 13.8% : 13.5% : Personnel related costs,
13.0% . .
: outsourcing costs and
: : 342 202 purchase etc.
901 494 1 333

Connectivity and VAS

966 707

Network costs such as backbone
costs, network equipment costs,
network operation costs for such
as network operation centers
and personnel related costs

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 20Q07 3Q07 4Q07
@ Internet Connectivity and VAS Cost of Revenues were JPY26,040 million in FY07, up26.7% YoY.
Gross Margin Ratio was 16.8% in FY07, up 1.2 points YoY.

¢ S| Cost of Revenues were JPY25,543 million in FYO7, up8.6% YoY.
Gross Margin Ratio was 24.9% in FY07, up 2.0 points YoY.

Copyright © 2008 Internet Initiative Japan Inc. 27



Gross Margin Increase-Connectivity and VAS (YoY) 11)

Internet Initiative Japan

<Details of Cost> Unit: JPY million
VAS Cost
and Related to Personnel Others
Others hi-ho Related Costs,

Circuit Related
Costs

42%

+2,579 { +3,925
23.1%

Outsourcing
Costs

18%

Network
Operation
Related Costs

Connectivity
Services for

Circuit
Home Use 21%
Related pata Center
COSIS _ Related personnel
+3,461 +348 Costs  Related | . I;liv(\éss
+345 Costs Lease usi
1188 ommissions /
+142 Others
Connectivity +110 +157
Services for
Corporate Use
Gross Margin +JPY 1,455 million
+909
YoY
8.1%
Increasing Revenues Increasing Costs

¢ Gross margin: JPY 5,263 million (FY07) compared to JPY 3,808 million (FY06) (+JPY 1,455 million, up 38.2%)
¢ Gross margin ratio: 16.8% (FY07) compared to 15.6% (FYO06) (+1.2 points)
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Gross Margin Increase-Sl (YoY)

Personnel
Related
Costs

+465
Systems

Operation and

Maintenance Network Operation

Related Costs

+2,125 +1,142

15.3% Outsourcing

Systems
Construction

+1,366
8.2%

11)

Internet Initiative Japan

. Unit; JPY million
<Details of Cost>

Personnel

Network
Operation

Purchasing
Costs

44%

Outsourcing
Costs

23%

Costs
Purchasing
Costs Others
+625 s +235

Gross Margin +JPY 1,477 million
YoY

Elements of Increasing Revenues Elements of Increasing Costs

¢Gross margin ratio: 24.9% (FY07) compared to 22.9% (FY06) (+2.0 points)

®Gross margin: JPY 8,475 million (FY07) compared to JPY 6,998 million (FY06) (+JPY 1,477million, up 21.1%)

Copyright © 2008 Internet Initiative Japan Inc.
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SG&A Expenses/R&D 11)

Internet Initiative Japan

Sales and Marketing Expenses Unit: JPY million

[ ] General and Administrative Expenses

wmmsm  Research and Development : 2301 2,372 2134350 /8
2,221 : CUC129% e
() %ofRevenues 3 130% | 2,062 12%'/0 A Bl
: 1,874 957 : 151%
1794: 1,744 1,747 138y i 56
111% 1 1400 125%  «dQs :
1516 1,549 1527 .43 : 1,220
15.3%  13.0%  12.9% : 40 =48 : 1,153 1,185
34 wwB@s =33 S 1,270 S 1.067
: 924 P e 0o %
995 915 862 6.9% 7.1% 6.5% 6.6%

714 699 739 :64% | 60% | 67%  53%
7.8%  67%  64%  47%

: : 1088 1124 1177
768 800 755 757 i 790 843 910 896 i 939
7.2% 5.9% 6.2% 7.4% § 6.2% 6.8% 7.5% 5.3% § 6.9% 6.7% 6.1% 6.4%

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07

¢ SG&A expenses : % of revenues in FY07 was 13.8% (up 21.2% YoY), in 4Q07 was 13.3%(up 3.6% Qo0Q).

¢ Sales and marketing expenses : % of revenues in FY07 was 6.5%, in 4Q07 (3 months) was 6.4%.
> JPY 4,329 million in FYQ7, up 25.9% YoY mainly due to hi-ho’s sales expenses of JPY 424 million (10 months) and an increase in
personnel related and advertising expenses.
¢ General and administrative expenses : % of revenues in FYO7 was 6.9%, in 4Q07 (3 months) was 6.6%.
> JPY 4,624 million in FYQ07, up 16.5% YoY mainly due to an increase in personnel related expenses and increase in rent due to
increase in office space affected by business growth.
¢ Research and development expenses : JPY240 million in FYQ7, up 35.6% YoY.
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Number of Employees

The number of employees increased by 218 in FY07 from FYO06.
(of the above, the number of new graduates were 83

[1J will employ at the same level along with the growth.
(new graduates for FY08 are 92

Consolidated

11)

Internet Initiative Japan

Number of Employees per Sector

Administration =
13%

Sales = 18%

Engineers
=69%

1,500
Non-Consolidated 1213
1,200 1,155
969 087
900 |
627
L . 560
P 489
300 |
0
March, 2005 March, 2006 March, 2007 March, 2008
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Operating and Net Income

Net Income

Operating Income === Operating Margin Ratio

Unit: JPY million

5.8%  6.0%: 5.8%

9.8%

4.3% 4.5%
2.5% 2,907
: 2,120
1,941:
: 1,807
1,405 1 1512
1,189 U
' 1,125 1,136
1,001 966 ogg 1144 , 1,089
811 :
691 ;34 : 692
623 507 559 : 571 611
247 :
1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07
1Q07 2Q07 3Q07 4Q07 FY2007
[NEBmE & 175 | (1,980) 392 552 A 861
expense (benefit)
Minority interests 9 15 27 45 97
Equity in net loss
of equity method (20) (29) (42) (52) (143)
investees

11)

Internet Initiative Japan

®Operating income:
Operating margin ratio in 4Q07
was 9.8%, up 3.6 points QoQ.
JPY4,759 million in FYO7, up
36.0% YoY (Highest operating
income in history).

»>The Growth in operating income
covered the Initial Business Cost
of JPY303million.

®Net Income:

JPY5,177million in FYO7, down
4.3% YoY.

JPY1,089 million in 4Q07, up
78.3% QoQ.

»Net loss or gain from impairment
loss and capital gain from equity
securities: JPY A 71 million in
FYO07, JPY1,867 million in FYO06.

> Income tax benefit of JPY861
million due to deferred tax benefit
of JPY1,653 million in FYO7.

> Minority interests in losses of
subsidiaries was JPY97 million in
FYQ7, related to GDX, Trust
Networks.

> Equity in net loss of equity
method investees was JPY143
million in FYQ07, mainly affected
by Internet Revolution.
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Appendix8: Results by Service — Connectivity and VAS IIJ

Internet Initiative Japan

Total Revenues from Connectivity and VAS . -
[IIII1T Connectivity Services for Home Users B Others s Total Contracted Bandwidth (Gbps) Unit: JPY million
Connectivity Services for Corporate Users VAS A
: 392.4

3235 3303 3349 3460

: 260.0 .
1949 : 2254 2532 : )
185.5 9 i : '

140.9 151.0

: s
: : 2,583
Ed: K - :

: raorli 21 Recurring
1383 1450 1ea9 1755 | 1741 1906 1861 L1907 : ‘HHHH‘ HWHH H}HHH Revenues
566l S0 et (e (el new e i IR

2899 2845 2712 2,724§ 2733 2799 2,813 2,893 : 2973 3009 3,023 3144

1005 2005 3005 4005 1006 2006 3006 4006 1Q07 2007 3007 4007

® Connectivity services for corporate users: JPY12,148 million in FYO7 (up 8.1% YoY, up 4.0% QoQ), mainly due to an increase
in contracted bandwidth and the number of contracts.
»>|P Service: JPY9,022 million in FYQ7, up 7.0% YoY. The number of contracts at end of 4Q07 was 1,414 contracts, up 157 contracts YoY. The

number of contracts for over 1 Gbhps was 70.

>Broadband Services: JPY2,663 million in FYQ07, up 22.9% YoY. The number of contracts at end of 4Q07 was 23,539 contracts, up 7,121
contracts YoY.

»>0Others: JPY463 million in FY07, down 27.9% YoY.
¢ Connectivity services for home users: JPY5,430 million in FY07, up 175.8% YoY, up 7.2% QoQ.
»Lead by revenues from hi-ho of JPY3,765 million (10 months, 189,700 contracts at the end of 4Q07).
®VAS: JPY9,546 million in FY07, up 28.7% YoY, up 4.2% QoQ.
>Lead by the overall growth in anti-spam services, Internet VPN and data centers.
>The number of contracts for anti-spam services was about 700,000 at the end of FY07 (about 200,000 at the end of FY06).
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Appendix9: Results by Service - Sl

Revenue from Sl

Systems Construction

+++++ Systems Operation and Maintenance

11)

Internet Initiative Japan

Unit: JPY million

Gross Margin Ratio 28.8%
25.7% 0 25.5%
24.2% 24.1% 24.0% 25.0% 2350
: 22.3% 21.3% 21 6% Order backlog of SI
20.1% = : Total : 15,909 (up 68.0% YoY)
. Systems construction : 4,762
Order backlog of SI Systems operation &
. Total: 9,471 : maintenance 111,147
Systems construction : 3,520 10,1813 9,911 9.805
9,242 : Systems operation & : '
+_maintenance : 5,951
.968 One-time
3 7,221 7093 - . ReVenUes
6,258 : 6,032 P |
5162 5261 : 4,168

: 3,871 3,605 ! 2553
. 2,778 :

3840 5405 2,440 :

1,193 Recurring

) Revenues
dL5LE + 35RE B35 3001 HA
— -N 39, 9,/ 4 9,7 DyTJIJL
2647 D 757 2"1‘ 7,‘(IR‘ , L4 yOOU 7
1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07

®Systems construction: JPY18,025 million in FYO7, up 8.2% YoY.
>Down 9.1% compared to 3Q07 due to the completion of a remarkably large-scaled network and application development project in 3Q07.
»>QOrder backlog at the end of 4Q07 was JPY 4,762 million, 35.3% YoY.
4Systems operation and maintenance: JPY 15,993 million in FYO7, up 15.3% YoY.
>Up 10.8% compared to 3Q07 due to start the operation of large-scale network and application development project in 3Q07.
»>QOrder backlog at the end of 4Q07 was JPY 11,147 million.
®Gross margin : 24.9% in FY07, up 2.0% YoY.
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Consolidated Balance Sheets 11)

Internet Initiative Japan

Unit: JPY million

March 31, March 31,
2008 2007

‘ Changes

4 Used cash to acquire of

Cash 11,471 13,555 0 2084 subsidiary shares etc.
Accounts Receivable 12,255 9,676 +2,579
Inventories 1,184 1,111 +73 e oo
Prepaid Expenses 2,005 1,053 +952
Available-fo_r-sale 857 1.310 0 453
Securities Increased by network related
Property and Equipment 11,740 9,832 +1,908 Ziziiiﬁgﬂ %?Sheifﬁ;r%ﬂ_the
Intangible Assets 5,907 2,877 +3,030 [
Increased by acquisition of
Other Assets 4,177 3,260 +917 subsidiary shares and of hi-ho
etc.
Borrowings
(Short-term) 9,150 6,340 +2,810 \
Accumulated Deficit O 19,555 O 24,271 +4,715 L,”;J&ﬁﬁ%?ﬁ“tﬁﬁ';igﬂismon
Accumulated Other of's_ubsidiary shares (JPY 2,000
Comprehensive Income o1 950 0 859 miflon) ete.
Total Shareholders' Equity 24,981 20,112 +4,869
Total Assets 55,703 47,693 +8,010
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11)

Internet Initiative Japan

Consolidated Cash Flows

) ) Unit: JPY million
Net cash provided by (used in)

operating activities

4,083 . . .o
5611 2826 - Net cash provided by operating activities:
1,969 S 1 2063 ¢ JPY 4,538 million in FY07.
1,027 951 ‘905 1008 1,444
: 338 >Increase in accounts receivable along with the
: expansion of business
: : (1.328) »>Expenditure inventories, prepaid expenses by Sl
1Q05 2Q05 3Q05 4Q05 : 1Q06 2Q06  3Q06  4QU6 : 1Q07 2Q07  3Q07  4Q07 _projects
: : »>Decrease in accounts payable etc.
Net cash provided by (used in)
investing activities
Net Cash used in investing activities:
839 834 JPY 5,444 million in FYO7.
125 25 >Payments in acquisition of subsidiary shares
: »Payments for the purchase of property and
3 P o) (859) : @) (1) (380 equipment
. (1,917) ¢ > Capitalize for newly consolidated subsidiary, TN,
§(31520) and acquisition of cash from it
. etc.
1Q05 2Q05 3Q05  4Q05 : 1Q06 2Q06  3Q06  4Q06 : 1Q07  2Q07  3Q07  4Q07
Net cash provided by (used in)
financing activities ) Net cash provided by financing activities:
4,882 : 3808 JPY 1,152 million in FYO7.
: »>Borrowing of short-term borrowing for the
acquisition of the consolidated subsidiaries
>Principle payments under capital lease
: : obligations
(1,176) (1,021) (2,647) : (1268)  (983)  (996) (1.314): (1,552) (2,061) (1,437) »Payments of dividend
1Q05 2Q05 3Q05  4Q05 1Q06 2Q06 3Q06  4Q06 1Q07 2Q07  3Q07  4Q07 ete.
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CAPEX and Depreciation and Amortization 11)

Internet Initiative Japan

Unit: JPY million

CAPEX
4,762 3,953 6,078
: 12,232
1,697 1,737 Adjusted EBITDA
: : 1,546
: 1,250 1,224 1,242
: {1058 6,620 . 7,728 . 9,534
795 : 842 : : :
533 636 3,101
3 : : i 23162379
2,091 20442137
1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1751 1 o280 t 739
1,517 b :
1,261 : :
Depreciation and Amortization : :
4,209 : 4,228 : 4,775 : :
: P qgp1:2431293 : :
11291107 69 : ' : :
1,0141,0101’060 , 1,058 993 31,048
: : O P K H H O H L & Q& QA
. . Q Q Q Q Q Q Q QO Q Q Q Q
: : NS S S SN S SN SN I
O L H e O P e &AL
Q Q Q Q Q Q Q Q Q Q Q Q
ROBINGEINGEINGEIR AN IR IR IR I S X AR
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Forward-looking Statements 11)

Internet Initiative Japan

Statements made in this presentation regarding 11J’'s or management’s intentions,
beliefs, expectations, or predictions for the future are forward-looking statements
that are based on I1J’s and managements’ current expectations, assumptions,
estimates and projections about its business and the industry. These forward-
looking statements, such as statements regarding FY2007 revenues and
operating and net profitability, are subject to various risks, uncertainties and other
factors that could cause 11J’s actual results to differ materially from those
contained in any forward-looking statement. These risks, uncertainties and other
factors include: 11J’s ability to maintain and increase revenues from higher-margin
services such as systems integration and value-added services; the possibility
that revenues from connectivity services may decline substantially as a result of
competition and other factors; the ability to compete in a rapidly evolving and
competitive marketplace; the impact on I1J’s profits of fluctuations in the price of
available-for-sale securities; the impact of technological changes in its industry;
11J’s ability to raise additional capital to cover its indebtedness; the possibility that
NTT, I1J’s largest shareholder, may decide to exercise substantial influence over
[1J; and other risks referred to from time to time in 11J’s filings on Form 20-F of its
annual report and other filings with the United States Securities and Exchange
Commission ("SEC").
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