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Key Investment Highlights 11J

>
>
>

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”

11)

!!!!!!! Indtiativie Japan

Company Profile (as of March 2008)

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

Listed Markets

NASDAQ(IIJI), TSEL1(3774)

Top
Shareholders

NTT(24.5%), Koichi Suzuki
(6.2%), Itochu Corp.(5.1%),
NTTCom(5.0%)
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Pioneer of Network Technologies 11)

Intrnat Indtiativie Japan

Business and Service Development to Initiate the Market

Application
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' Platform

-7~ Contents I
" A product and M
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anaged
ervice

Firewall
Service

Internet

Connectivity Dial-up - :
Service ervice
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Strategic Shift in Business Model 11)

Intrnat Indtiativie Japan

From “ISP” to “Total Network Solution Provider” Increase in
recurring revenues

(Revenue, JPY million) i
70,000 Listed on é
CWC filed f TSEL
[ Internet Connectivity Services led tor
corporate

60,000 [ ] values Added Service (VAS) reorganization

System Operation
50,000 [ ] System Construction (Include Equipment Sales) pe

(FY1997-FY2002 includes System Operation) /
40,000 NASDAQ ///’ o
IPO py
30,000 - :
arvesting
EaBrlr?e-I(-jl_ilts the flower of
20,000 : Transition
enduring e Tlotgl Nli
Client Base Change in Solution P
10.000 Business
Model
y v v
0 |

FYo4 FY95 FY96 FY97 FY98 FY99 FY0O0 FYO1 FYO02 FYO03 FY04 FY05 FYO06 FYO7

f I ! !

Increase in numbers of Heavy price Japanese economy ~ Merger of ISPs for
other ISPs competition at the bottom corporate use
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Intrnat Indtiativie Japan

Current Business Model I1J

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
.................................. : 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)

Inknrrsat Indtiativee Japan

Penetration rate in Each Industry

* 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 IIJ Customers

Enduring Relationship with leading companies

THE DOCUMENT COMPANY “\ \ I /

FUJI XEROX excite.

&

L. SHER®RG . JoMO &)

EYAE-5

T T Communications - PI Q I Q

\ﬂ"'—-_

The Yomiuri
The Asahi Shimbun Shimbun N
g St Ministry of
Justice

Imperial Household National Police
Agency Agency
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Ministry of
Environment

and more...



Enhancing Cross Selling

Occupation of Total Revenues
by Top Customers

Top 501-
18.0%

Top 401-
500 3.4%

Top 1-100
53.2%

[
[
|
|

Top 301- y

400 4.6%

—

Top 201-300
7.0%

Top 101-200 /
13.8%

Source: [1J’s non-consolidated data for FY2007

11)

Intrnat Indtiativie Japan

Distribution of Customers by
Annual Revenues

Revenues by Customer

(JPY million)

Room to enhance cross
selling to its existing
customers

—_—)
Number of Customers
(~6,500)
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Following Market Situation I1)

Intrnat Indtiativie Japan

Market Size of IT Outsourcing Services in Japan

.................................................................................... Up 28.6% 2010

EY2007 JPY 3,596 hillion

JPY 2,795 billion

FY2012
JPY 1,634 bhillion

FY2007
JPY 1,161 billion

Source MIC Research Institute Ltd.

Copyright © 2007 Internet Initiative Japan Inc.



Summary of FY2007 Financial Results 11)

Intormat Indtiativie Japan

-

g

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

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 JPY1,500 to JPY1,750)
®Targets dividend of JPY2,000 (Annual) for FY2008

-

(o The strategy to increase recurring revenues, a profit driver bore fruit

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

_J
\
®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

®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

@ “11J Mobile”, "acTVila”, GDX Japan Inc. new subsidiary,51.0% , On-Demand Solutions Inc. new subsidiary,100%
Trust Networks Inc. new subsidiary,60.2% | ||J Innovation Institute plan to establish new subsidiary,100%

® |nitial expenses for new business development was JPYO0.3 billion in FYO7, which was covered by the growth
in income from Core business )

— o FaVaVate 2 Ty P TRy 3 i
CUPYTIYTTt @ <UUT T ITIICTTICT T At ve oapartine.



Consolidated Financial Results for FY2007

Unit: JPY billion

% of Revenues

% of Revenues

11)

Intormat Indtiativie Japan

Connectivity and VAS and

Copyright © 2007 Internet Initiative Japan Inc.

million in FYO7.

FYO7 FYO06 _Systemstperil;iolr:ycc\)(nti?uously
07/4 08/3 06/4 07/3 Increased, up 17.276 Yo
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 O 150 /O completed in 3Q07.
20.9% 19.4%
Gross Margin 14.0 11 1 25.8% Up 36.0% YoY due to growth in
" ) recurring revenues from the
13.8% 13.3% increase in service contracts
SG&AIR&D 9 2 7 6 212% The Growth in operating income
i i covered the Initial Business Cost
Operating 7.1% 6.1% of JPY303 million.
Income 4.8 3.5 36.0%
’ ’ Net loss or gain from impairment
6.5% 8.8% loss and capital gain from equity
Income before Ipcome 13 6 securities: JPY A 71 million in
Tax Benefit 4.4 5.0 ' FY07, JPY1,867 million in FY06.
1.7% 9.5%
Net Income
5.2 54 4.3 j Deferred tax benefit of JPY1,653
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Revenues

11)

Intrnat Indtiativie Japan

Recurring
Revenues

Internet Connectivity Services

VAS and Others
Systems Operation and Maintenance

11,929 11,870
1,001 769
9,880
273 2,405 2,440
1,193
2,04
2,321 2,613
3,446 3,227
1005 2Q05 3Q05

16,133 :

1,042 :

: 12,437
6,258 : 942
P 2,778

2601 :

2,641
3,223
4Q05  1Q06

One-time Systems Construction Unit: JPY million
Revenues s Equipment Sales
18,359 182":‘336
17,023 : 399
609 : 16,294 _
39% 5384 One-time
14,007 13587 5,920 ' Revenues
630 égg
3,871 3,605 A
i Recurring
Revenues
2,863 2,793
3,293 3,307
/
2006 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 FY07, 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)

Intormat Indtiativie Japan

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

23.1%

22.3% 21.3°/§) 21.6%
: 21.0%

20.1% :

17.8%
16.8% 17.4% 17.5% 16.9% 16.3% 16.7%
: Sl
) i : 14.6% :
13.9% 1350 13.8% 13.0% : 13.5% Personnel related costs,
' : : outsourcing costs and
: : 342 202 purchase etc.
901 e 333
: 583 :
: 333 1423 7,771 6,985 .
: : ' Connectivity and VAS
966 707 7381 483 8,016 ' 5,938 y
244 P 4581 5,611 5322 : 4,849 Network costs such as backbone
2.910 3,919 3,910 : : 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 2Q07 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 FYO7, up 1.2 points YoY.

¢ S| Cost of Revenues were JPY25,543 million in FY07, up8.6% YoY.

Gross Margin Ratio was 24.9% in FYO7, up 2.0 points YoY.
Copyright © 2007 Internet Initiative Japan Inc.
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Gross Margin Increase-Connectivity and VAS (YoY) 11)

Intarmat Indtiative Japan

<Details of Cost> Unit: JPY million

VAS Cost

and Related to Personnel Others
. hi-ho Related Costs

Others

Circuit Related
Costs

42%

+2,579 | +3,925

Outsourcing

23.1% Costs
: 18%
Network
Connectivity Operation
Services for Circui Related Costs
Home Use Ircuit 21%
Related pata Center
Costs  Related Personnel
+3,461 +348 Costs Related New
E +345 Costs Leased Business
175.8% +279  Supplies . Related Costs
1188 Commissions /
+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)

14



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)

Intormat Indtiativie Japan

. Unit: JPY million
<Details of Cost>

Personnel

Network
Operation
Related Costs

17%

Purchasing
Costs

44%

Outsourcing
Costs

23%

Costs
Purchasing
Costs Others
+625 e +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 © 2007 Internet Initiative Japan Inc.
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SG&A Expenses/R&D

Sales and Marketing Expenses

[ ] General and Administrative Expenses
EEEEEE Research and Development 2 301 2,372 21343/8
: 2,221 ; T 12.9% i
() % ofRevenues ; 130% | 2,062 14.1% 63 =%
: 1,874 B3 : 151%
1,794, 1,744 1,747 13.8% =BG
111% § 1400 125%  wd@e :
15.3%  13.0%  12.9% =40 =43~ 1,153 1,185
~34. =BO: 33 ; 1,270: 1 067
: 924 ! 6.0% 7.1%  65%  6.6%

995 : 915 | 862

714 699 739 64%  6.0%  67%  53%

7.8% 6.7% 6.4% 4.7%

’ = 1,124 1,177
768 800 755 757 i 790 843 910 896 : 939 LSt

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

11)

Intormat Indtiativie Japan

Unit: JPY million

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

¢ Sales and marketing expenses : % of revenues in FYO7 was 6.5%, in 4Q07 (3 months) was 6.4%.

> JPY 4,329 million in FYO7, 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 FY07 was 6.9%, in 4Q07 (3 months) was 6.6%.

»JPY 4,624 million in FYO7, 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 FY07, up 35.6% YoY.

Copyright © 2007 Internet Initiative Japan Inc.
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Number of Employees 11])

Intrnat Indtiativie Japan

Number of Employees per Sector

Administration =
13%

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.

Sales = 18%

1 Consolidated
~ Non-Consolidated

1,500

1,155

1,200
987

969

900

2 B
600 ol 00 4

300

March, 2005 March, 2006 March, 2007 March, 2008

Copyright © 2007 Internet Initiative Japan Inc.
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Operating and Net Income

Operating Income Net Income === Operating Margin Ratio
Unit: JPY million
9.8%
: 7.3% :
: 6.7%:
58%  6.0%: 5.8% E o
4.3% i 4.5% i
2.5% 2,907
: 2,120
1,941:
: 1,807
1405 1515
1,189 %
' 1,125 1,136
1,001 966 ogg 1144 : 1,089
811 :
623 691 ;134 : 692 611
507 :559 : 571
247
1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07
1Q07 20Q07 3Q07 4Q07 FY2007
TGRSR 175 | (1,980) 392 552 4861
expense (benefit)
Minority interests 9 15 27 45 97
Equity in net loss
of equity method (20) (29) (42) (52) (143)
investees

11)

Intarrt Initiativie 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% Qo00Q.
»Net loss or gain from impairment
loss and capital gain from equity

securities: JPY A 71 million in
FY07, 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
FYO07, related to GDX, Trust
Networks.

»Equity in net loss of equity
method investees was JPY143
million in FYQ07, mainly affected
by Internet Revolution.

18




Results by Service — Connectivity and VAS I1)

Intormat Indtiativie Japan

Total Revenues from Connectivity and VAS

(I Connectivity Services for Home Users I Others s Total Contracted Bandwidth (Gbps) Unit: JPY million
Connectivity Services for Corporate Users VAS A
T 3924
3235 :330.3 3349 3460
253.2 260.0 :

12254

1,099 )
1855 194.9 : :
1409 151.0 : : 1,059 j 1,033

: : 2,583
: 957 : 2379 2479
o [l oo [ s [ o [ o [ e .
: : Recurring
‘W Revenues

: :2,105
1,388 1,459 1649 1,755§ 1741 1,906 1,861 1-9O7§ WW%‘ WHW ‘
A S e (e o [meml Doal [ : PR

2899 2845 2712 2724 0 2733 2,799 2813 2893 : 2973 3009 3023 3144

— =

1005 2005 3005 4Q05 1Q06 20Q06 3Q06 4Q06 1Q07 2007 3Q07  4Q07

# 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 FYO7, 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 Gbps was 70.

»Broadband Services: JPY2,663 million in FY07, up 22.9% YoY. The number of contracts at end of 4Q07 was 23,539 contracts, up 7,121
contracts YoY.

»Others: JPY463 million in FY07, down 27.9% YoY.
@ Connectivity services for home users: JPY5,430 million in FYO7, up 175.8% YoY, up 7.2% QoQ.
»Lead by revenues from hi-ho of JPY 3,765 million (10 months, 189,700 contracts at the end of 4Q07).
®V/AS: JPY9,546 million in FYO7, 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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Results by Service - Si

Revenue from SI
Systems Construction CHEEEE Systems Operation and Maintenance Gross Margin Ratio 28.8%

25.7% 25.5%
25.0%
24.2% 24.1% 24.0% ’ .23.5%

20.1% :

Order backlog of Sl

1 Total: 9,471 :
5 Systems construction : 3,520 10:181§ 9'911 9,805
9,242 : Systems operation & :
<'_maintenance : 5,951
7,968
7,221 :
: y 7,093 :
: 6,406 : g 334 5920 5384
: 6,032 T
6,258 : : 4,168

5,162 5,261 : 3871 3,605

: : 2553
: 2,778 :

1,193

2,440

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4QO07

11)

Intormat Indtiativie Japan

Unit: JPY million

Order backlog of Sl

Total : 15,909 (up 68.0% YoY)
Systems construction : 4,762

Systems operation &
maintenance 0 11,147

One-time
Revenues

Recurring
Revenues

®Systems construction: JPY18,025 million in FYO7, up 8.2% YoY.

»>Order backlog at the end of 4Q07 was JPY 4,762 million, 35.3% YoY.
¢ Systems operation and maintenance: JPY 15,993 million in FYO7, up 15.3% YoY.

»Order backlog at the end of 4Q07 was JPY 11,147 million.
®Gross margin : 24.9% in FYO07, up 2.0% YoY.

»Down 9.1% compared to 3Q07 due to the completion of a remarkably large-scaled network and application development project in 3Q07.

>Up 10.8% compared to 3Q07 due to start the operation of large-scale network and application development project in 3Q07.
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Consolidated Balance Sheets 11])

Intormat Indtiative fapan

Unit: JPY million

March 31, March 31,

2008 2007 Changes

Used cash to acquire of
Cash 11,471 13,555 2084 4 subsidiary shares etc.
Accounts Receivable 12,255 9,676 +2,579
Inventories 1,184 1,111 +73 | | business expansion.
Prepaid Expenses 2,005 1,053 +952
Available-for-sale
Securities 857 1,310 453 Increased by network related
Property and Equipment 11,740 9,832 +1,908 Zﬁéiﬁiiﬁgﬂ i?sh?fﬁ;r%n_the
Intangible Assets 5,907 2,877 +3,030 [——
Increased by acquisition of
Other Assets 4177 3.260 +917 subsidiary shares and of hi-ho
' ' etc.
Borrowings
(Short-term) 9,150 6,340 +2,810 ~—
Accumulated Deficit 19,555 24,271 4,715 || pemromingsdor the scauisition
Accumulated Other of_s_ubsidiary shares (JPY 2,000
Comprehensive Income 91 950 859 million) ete.
Total Shareholders' Equity 24 981 20,112 +4 869
Total Assets 55,703 47,693 +8,010

Copyright © 2007 Internet Initiative Japan Inc.
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Consolidated Cash Flows

Net cash provided by (used in)
operating activities

: : 4,083
2611 2826 -
1,969 ot 2,063 :
1,027 951 g0 008 : 1,444 438

11)

Intormat Indtiativie Japan

Unit: JPY million

. ' (1,328)
1Q05 2Q05 3Q05 4Q05 : 1Q06  2Q06 3Q06  4Q06 : 1Q07  2Q07  3Q07  4Q07

Net cash provided by (used in)
investing activities

______ 125 25

Net cash provided by operating activities:
JPY 4,538 million in FYO7.

»Increase in accounts receivable along with the
expansion of business

»Expenditure inventories, prepaid expenses by SI
projects

»Decrease in accounts payable etc.

“43) (267)  (855)

1005 2005 3Q05 4Q05 & 1Q06 2006  3Q06  4QU6 : 1Q07  2Q07  3Q07  4Q07
Net cash provided by (used in)
financing activities

4,882 : 3,898

Net Cash used in investing activities:
JPY 5,444 million in FYO7.

»Payments in acquisition of subsidiary shares
»Payments for the purchase of property and
equipment
»Capitalize for newly consolidated subsidiary, TN,
and acquisition of cash from it
etc.

(1,176) (1,021) (2,647) 3(1,268) (983)  (996) (1,314)§ (1552) (2,061) (1,437)

1Q05 2Q05 3Q05 4Q05 : 1Q06 2Q06 3Q06  4Q06 - 1Q07  2Q07  3Q07  4Q07

Net cash provided by financing activities:
JPY 1,152 million in FYO7.

»Borrowing of short-term borrowing for the
acquisition of the consolidated subsidiaries

»>Principle payments under capital lease
obligations

»Payments of dividend

etc.

Co.pyright © 2007 Internet Initiative Japan Inc.
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Other Financial Data (CAPEX etc.) I1)

Intrnat Indtiativie Japan

Unit: JPY million

CAPEX
4,762 3,953 6,078
12,232
1697 1,737 Adjusted EBITDA
: : 1,546
: 1,250 1 224 1,242
: : 1,058 6,620 . 7,728 . 9,534
795 : 842 : : :
533 : 636 : 3,101
: : 2,3162,379
2,001} 2,0442:13%
1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07 3Q07 4Q07 1751 G 566 31,739
1,517 g :
1,261 : :
Depreciation and Amortization
4,209 : 4,228
© » H H H O b O A A A QA
S & PP PSS S
Koo SIe SR SN o SN S G IR N S S SIS

Copyright © 2007 Internet Initiative Japan Inc.
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Med-Term Growth Target 11)

Intrnat Indtiativie Japan

New Business
| s|
B Connectivity and VAS

Over 100 Unit: JPY billion

Target

78.5 Forecast
66.8(Result)

FY2007 FY2008 FY2009 FY2010
Expansion the Growth basis b . . .
Recurr)ring o e Y Acceleration of the growth speed by Recurring Revenues Total Revenues;
Ensuring the increase of Operating Expansion of S| business, Income basis strengthen over JPY 100 billion
Income
Approach to large-scale SI project Initiated new business - Full-Operation Operat |.n:q 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 © 2007 Internet Initiative Japan Inc. By The Ministry of Internal Affairs and Communications
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Forecast for FY2008

Interim Period of

11)

Intormat Indtiative fapan

Unit: JPY billion

Recurring revenues
FY08 Target I;;%f nggle; I(:;?Z Ag;l}i;’l continue to increase,
0874 08/9 Scale up of Systems
construction.
Total oLl
Revenues 34.5 78.5 668.4| 11.7|17.5% [oreaing mcome
continue to increase along
Oberatin with the recurring
|p g 1.9 52 47.6 0.4 93% revenues. _
ncome Operating Costs include
| bef JPY0.9 billion loss for new
ncome before idiari
Income Tax Expense 1 7 4 7 43 6 03 7 . 8% subsidiaries related costs.
(Benefit) Doesn’t include gains from
the sale of available-for-
Net Income 0.8 52 51.8 0.2 0.59p| | salesecurities.
Net Income Include Deferred tax
benefit of JPY 0.5 billion i
per share | JPY3.875( JPY25,184) JPY25,100 JIPY84| 0.3% | acos. ontn
Cash Dividend J PYZ,OOO J PY1,750 0 _Cash Dividend per S_hare
increases JPY2,000 in FYOS8,
per Share JPy1,000 (Annual) (Annual) IPY250) 14.3% up FY250 YoY.

Copyright © 2007 Internet Initiative Japan Inc.

25




Additional Business Development for Mid/Long-term Growth(1) IIJ

Intrnat Indtiativie Japan

Mobile Internet Connectivity exclusive for Corporate under MVNO

(" )
*MVNO under NTT Docomo and EMOBIE
* Provide mobile network connectivity for 11J’s existing 6,500 Data Card
customer base NTT-DOCOMO EMOBILE
*High-speed connectivity for corporate customers (3G/HSDPA) )
. . . ) A2502 (USB Type/ DO2HW (USB
*Provide Total Network Solutions with other 11J Solutions / 3.6Mbps) | Typel 7.2Mbps)

» Options provided for high-security;
» IP Address Assignment Option, Access Restriction
Option, Remote Access VPN Option Sy
» Closed Network within 11J’s Backbone.
*Variable Service Fee/Dual Carrier
*Protocol Free (ftp, VoIP, etc)
* Available Data Card: A2502 HIGH-SPEED (NTT DoCoMo), DO2NE,
D02HW, DO1NX (EMOBILE)
» 100,000 user targets in few years

1N
- J
2007 2008
4Q 1Q 2Q W

VPN Option
*releaseed

IP Address
Assignment, Access
Restriction Option

*re leas

U
*rel:ease
|
|
: *rel;ease

P « » N

Closed Network

The Ultimate Full Management

with SEIL/SMF Connects without Connecting

Copyright © 2007 Internet Initiative Japan Inc.
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Business Development for Mid/Long-term Growth(2) IIJ

Intrnat Indtiativie Japan

11J to provide 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

. <P will conform to specifications
aclVila developed by the Digital Television
TR i ' Study Group, a group established

primarily by home appliance
manufacturers

e A download distribution is also
scheduled to be release soon

Copyright © 2007 Internet Initiative Japan Inc.
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Business Development for Mid/Long-term Growth(3) IIJ

“GDX Trusted Platform”

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

« Established to create a new-generation messaging environment

 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 FFATwFEFTFubTa—Lh £5—10]

O -

GDX Trusted Flatform

apuriaton Manmgem

[1J Innovation Institute

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

Copyright © 2007 Internet Initiative Japan Inc.
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Reference:FY2007 Press Releases

Date Press Releases

1Q

Apr 2, 2007

11)

Ikt Indtiative Japan

11 Group Opens New Ikebukuro Data Center

Apr 5, 2007

I1J Makes its Two Consolidated Subsidiaries 100% Owned through Exchanges of Shares

Apr 9, 2007

l1J to Create New Generation Messaging Services in Joint Venture with GDX Japan

Apr 16, 2007

11J and Hirata Form Partnership for Joint Management of Taihei Computer

Jun 1, 2007

113 Completes Acquisition of hi-ho Inc.

Jun 27, 2007

[1J to Launch the Unified Management Platform

2Q

Aug 9, 2007

11J to Provide High-Definition Content Delivery Platform to TV Portal Service acTVila

Aug 29, 2007

[IJ to Launch [IJ Secure Web Platform

Sep 13, 2007

GDX Japan Announces the Next Generation Messaging Network for the Enterprise

3Q

Oct 1, 2007

11J to Develop New SEIL/X Series

Oct 31, 2007

11 Acquires Patent for SMF-LAN

Nov 29, 2007

11 Group Opens New Shinsaibashi Data Center

Dec 3, 2007

[1J Introduces the 11J Innovation Institute

Dec 17, 2007

[1J to Use DoCoMo 3G Network to Provide Corporate Data Communications Services as MVNO

4Q

Jan 21, 2008

11 Launches 11J Mobile for Corporate Customers as an MVNO

Feb 6, 2008

[1J and EMOBILE Agree to Start MVNO Service

Mar 12, 2008

I1J to Establish New Print-on-Demand Company

Copyright © 2007 Internet Initiative Japan Inc.
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Reference: IIJ Group Companies

11)

Intormat Indtiativie Japan

Company Name Ownership Main Business
ers a comprehensive suite of systems integration services from design,
Off prehensi ite of sy integrati ices f desig
IN] Techn0|ogy Inc. physical installation, operation, and maintenance to monitoring for our
- customers' diverse network systems.
U Tachnalogy
- . . Provides full outsourcing services for integration and operation of the front- and
IE 113 Financial SyStemS Inc. back-end for securities systems.
W Firandal Wpylees
r‘ Provides a full range of network operation and management services, from
‘ Net Care, Inc. customer support, end-user help desks, monitoring and troubleshooting to
o integrated management services.
£l 100% Provides network construction services, primarily for LANS, such as network
. Net Chart Japan Inc. 0 installation wiring, installation and set-up of equipment, installation of
Consolidat el 4 applications, and operational support.
ed
Subsidiari Provides quality Internet services in the U.S. with a focus on U.S.-based
ubsiaiari IIJ I1J America Inc. enterprises doing business in the Asia-Pacific region. Also 11J-A constructs and
es i Amarics operates on U.S. Internet backbone network.
7 hi-h | Supports customer's safe, secure and comfortable Internet life based on ISP
o e I-ho, Inc. business for personal users.
(x‘: On-Demand Solutions Inc. Print on demand and related services
by D Sl bwd
Trust Networks Inc. 60.2% Operates ATM network systems
Trustc
Building safe, reliable corporate messaging networks and providing message
- 0,
g-._I;]..?SJ.’ GDX Japan, K.K. o1% exchange services.
X Provides mutual access with other major ISPs and content distribution services
7#‘ Internet Multifeed Co. 31% based on Multifeed technology. Also MFEED operates JPNAP, a distributed IX
service.
Equity
Method » . 0 Operates a comprehensive portal site that provides various contents, such as
]'revo Internet Revolutlon, Inc. 30% SNS, blogs, stunning games, videos, and music.
Investees
TAIHEICOMPUTER 45% Provides operation of reward point management system

Taihei Computer Co., Ltd.
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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 11J’'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 11J’s profits of fluctuations in the price of
available-for-sale securities; the impact of technological changes in its industry;
[1J’s ability to raise additional capital to cover its indebtedness; the possibility that
NTT, I1lJ’s largest shareholder, may decide to exercise substantial influence over
[1J; 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").

Copyright © 2007 Internet Initiative Japan Inc.
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Intrnat Indtiativie Japan
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