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Key Investment Highlights

Top IP Engineering Company in Japan
Shifted From ISP to Total Network Solution Provider

Target Blue-chip & Governmental Organizations

Over 6,500 Japanese Excellent Corporate Customers
& Added 1,300 Customer Base through M&A

Solid Growth Strategy with Proved Revenues and
Income Growth

Best Positioned in the Growing Outsourcing & Cloud
Computing Market

details to follow



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 historically

& Service initiative with in-house development
» Operate one of the largest Internet Backbone in Japan

» Self-develop its service and back office facilities
* Internet Connectivity & Firewall Service, IP Multicast Delivery Service, IPv6 Service

& Established “11J” brand among the Japanese IT market
»Known for its engineering skills & network support skills
»High customer satisfaction / long term relationship
»Approx 6,500 clients. Mainly governmental & large enterprise

‘ At the |ead|ng edge Of IP R&D Company Profile (as of March 2012)
»Participation in world-wide research Established | December 1992
and organizations o | oo masers)
»Member of "FIRST", international Listed NASDAGULY. TSE1GTTA
organization handling security & incidents | Markets ’
»Board member of Telecom-ISAC Japan Large Koot Carm5igy, —ruH(E-3%)

and more Shareholders NTTCom(4.9%)

© 2011 Internet Initiative Japan Inc.
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Entrepreneur of Network Technologies
Business and Service Development to Initiate the Market

€ The first full-scale ISP in Japan ﬁ Container Cloud
DC Serwce_ln
€ In-housed development oy Cloua oS & Ching
. r T[] Computing
& At leading edge of IP R&D (s -) Flatform “1J 610"
- ) JJ__.I,' arge Volume Smart
€ IP Specialists PloP _Data_ Mobile
Distribution
— LalT
T T N\ RFID Internet GDX
Q___iE'PJ‘F ) LAN Platform LTE
- DC
Internet Mto M
Managed VPN Web
Service Anti-spam Gateway
IP Multicast CDN Solution
DDoS
SEIL SMF
Firewall
Service
Hope Page
Service
Web Hosting
Service
“IlJ Group” 1992 1995 1996 1997 1998 2004 2006 2007 2008 2010 2012
: &
- @
m @ o o N g N 2 HRX
Net Care et T 11J Global
A 't i-revo ’ —
A-Bone ]

I Technology

Trust Stratosphere
Networks
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Strategic Shift in Business Model

From “ISP” to “Total Network Solution Provider”

EMERGE

(Revenue, JPY million) Cloud

100,000

80,000 [

-] Outsourcing Service
/

) .
: Computin
Systems Construction j One-time revenue P g

]
[EEE Systems Operation
=

WAN Service Recurring revenue | L'S%dEO”
—

ENDURE
Tough economic
situation

Internet Connectivity Services

BLOOM

60,000

~ Harvesting the
flower pf

. Total Network Solution
Transition Provider

Change in

NASDAQ
IPO

40,000

20,000 [

0
FY94

enduring e

Business
Model

— Business
(M&A Sep10)

Birth
Earned its

Client Base

FY95 FY9% FY97 FY98 FY99 FYO0O FYOl FY02 FYO3 FYo4 FYO5 FYO6  FYO7 FYO8  FY09  FY10  FY11
Increase in Heavy Price C\é\g(r: fcl)l:a;[;‘or Merger of R 'glgz‘:ds Sl
number of ISPs Competition P corporate ISPs

reorganization /Outsourcing

© 2011 Internet Initiative Japan Inc.
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- Recurring Business Model

. . *Mainly Network-related Integration
= CrOSS Selllng Of Network SOIUtIOﬂS » Site-to-Site VPN Network Construction
(Convenient stores, Banks, Gas Stations, etc)
»Email-system/Corporate Web Infrastructure
eDedicated Line Connectivity »Ecommerce/Web-shopping
»|P Service (64kbps to over Gbps) »Desktop Virtualization
*Broadband Connectivity »Disaster Recover
»Optical Fiber/ADSL » Private Cloud Computing Platform
*Mobile Connectivity (113 Mobile)
>LTE/3G
*WAN Ethernet Connectivity

e

Systems

Internet Construction
Connectivity & WAN

Over 6,500

Client Base

eSecurity Services
» Firewall/DDoS/URL Filtering/Anti-spam
eData Center Services
Examples of > Facility Management/Operation
Services and Hosting/VPN/Email Services
2L *Cloud Computing Services
»11J GIO Hosting Package & Component
(SNS Game cleints, NTT Dodcomo, TSE, etc)

IR RAR T T 1
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~ Excellent Blue-chip Client Base

Top Tiers Enduring Relationship with

leading companies
dECOmO 'N_TTCommunicétions Kgmm'

-

10/10 10/10

10/10

I

B Electronic Information/ Precision —— THIE DOGUMENT COMPANT
— appliances telegommunications ﬁm RICOH FUJI XEROX
E .

E FJ F

—_— o TORAY =HERES
== . Dhaima Hicans . sape

= Securities

. ”:f'f W\

77 Joi
9/10 ) é % excite plala

QAT Net

Wholesale Banks
NN\ heAsabiShimbun @ =
MOS BURGER. ' —]
* The number of companies that we do business with j
among the TOP 10 companies in each industry. National Police Imperial Household  Ministry of =
Agency Agency Justice E
and more... |
© 2011 Internet Initiative Japan Inc. _j
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Broad Client Base

Revenue Distribution by

Industry

Retail Construction
5% \ / 2%

e

Government/
Public sector

6%

Machinery/
anufactu ringx

12%

Financial -
sector Media/Service
15% 28%

Source: 11J’s consolidated data for FY2010

Communication/IT

32%

*Not dependent on specific industry
*Financial sector increased with the
M&A of 11J Global

Revenue Distribution by
Clients

Top 401-500
51% of revenue

4%
from
Top 301-400 Top 1-100 Clients
5%
Top 201-300
7%
Top 101-200

12% Source: 11J’s consolidated data for FY2010

*Not dependent on specific company
eRoom for further cross-selling

© 2011 Internet Initiative Japan Inc.
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Customer Retention Strategy

Revenues by Customer

(JPY million) Solid Growth Strategy

Cross selling of services Increase revenue
per customer

Hirnienen

Provide high quality/reliable
total network solution

Introduction of new services

Increase recurring revenues for
stable revenues and profit growth

Number of Customers
(~6,500)

* Rise in demands from Outsourcing/Cloud computing
 IT spending is indispensable in the mid/long term

© 2011 Internet Initiative Japan Inc.
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Proven Solid Business Strategy

Released .
113 GIO Service April 2010 = |
Begun \V4 Expand =
ATM operation business (FY07-) M&A Overseas business :
Y 113-Global Sep 2010 Y =
\ | =2
Revenue Growth | ' Income Growth 65% 1 70% -
oo BRI y
100,000 \)? \% f— = __________ 81000 ........ :
| 5.0% 5.0% I
80,000 ! 4.2% :
' r | 6,000 i
| |
60,000 : ----- :
: Approx 80% 4,000 :
40,000 - Recurring |
|| I Revenue i
IS ATM Operation Business : 2,000 (W Operating Income
20,000 - S| Revenue . " NetIncome Attributable to 11J
mmm Network Services Revenue 1 Operating Margin Ratio
0 - | ! 0
FYO08 FY09 FY10 FY11 FY12 (Target) Fyos FY09 FY10 FY11 FY12 (Target)

€ Over 80% of total revenue: stock-type recurring revenue

€ Stable growth with stock-type recurring revenues
» Up 19.8% YoY in FY2012

» Accumulating additional contracts, not so many cancellations

€ Income grew along with stock revenue growth

© 2010 Internet Initiative Japan Inc.
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Growth Strategy Hereafter

Ve

~

Connectivity
services

Cloud computing
services

A J

* Survived tough competition. Few high-end corporate ISPs left
*Rapid traffic increase mmp bandwidth migration
* Enjoying scale merit

*Cloud services at the beginning. Market growth rapidly
*Network outsourcing opportunities arise, shift from legacy Sl

MERRESR LT Rl L

*Leading cloud service market gathering over 700 corporate clients

*Revenue: FY10 JPYO0.6 billion = FY11 JPY3.1 billion
= FY12 over JPY7.0 billion planned

N

Outsourcing/ WAN
services

Overseas business

« Continuous needs for security, DC, related services
« Steady organic growth awaits

*Headed overseas to support Japanese corporate customers
*Constructing large SNS platform
*Launched Cloud US & China

ATM operation
business

» Strong revenue and income driver in mid-term

© 2010 Internet Initiative Japan Inc.
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Best Positioned in Cloud Computing Market 111 GI10
€ From Owning to Renting/Outsourcing %?%msm

»High potential in Japanese outsourcing market
» Cloud computing has just begun growing in Japan
sexpects total revenues of over JPY7.0 billion in FY2012 (FY11: JPY3.1 billion)

___________________________________________________________________________________________________________________

Yes IIJ. Why I1IJ? System Integrators???
(1) Over 10 years of outsourcing operational skills i i (1) Highly skilled in constructing a
i (2) Operates one of the largest backbone networks i ! system exclusively for each client
: necessary to provide cloud computing service ! i (2) Less experience in providing
' (3) Reputation in reliability outsourcing services on a common
: : (4) Known for its high customer satisfaction 5 i platform !
] (5) Ability to introduce new features on a timely basis i (3) Has no backbone network of its own /E

_________________________________________________

Growing Cloud Computing

(3P billon) Market Size
IlJ GIO chosen by many 300
. . . 950 3 Aaas (Application as a Service)
fastldlous companles - CPaas iPlatform as a Service)
1 " |5a5 (Infrastructure as a Service)
Ly ol s
&  “TORAY -
docomo T 5.9.. | 150
FELLGEANILIEE, SFEREKHEE Ceeamp 100 1
aaazy comrcnuTon (T
ki oy RICOH :
TOMY = :
Leading Cloud Provider in Japan A e

= © 2011 Internet Initiative Japan Inc.
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Developments of IlJ GIO 1JGIO

B Business developments of 11J GIO

- IIJ GIO Revenues (number
-FY11 Revenues: JPY3.1 billion (ipgsg'"m“) of pmligtgé
(FY10: JPY0.6 b|II|o.n? ILarge SNS Game Clients /
» March 2012 revenues : JPY0.4 billion 1,000 - 1000
> The number of projects was approx. 1,100 wm= Enterprise Business and //5 - 800
as of March 31, 2012 750 Others e

» Accumulating orders from current [1J GIO 800

- 400

o - 250 - 200
monthly fee of over JPY1 million per project

500 /
users, r'd
increasing the number of projects with e
il
_..-:'" [ |

. 0 -0
*FY12 Target: Revenues of over JPY7.0 billion, 1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11

operating income turning positive, investment
level expected to be around the same as FY11  *Change in premise of “ number of projects”
Previously disclosed number of projects included server addition orders

B 11J GIO Globalization e e o e or g
"Released “IIJ GIO US Service” in March 2012

» The facility is placed in the West Coast of the United States

» Accumulating orders at good pace, servers already in placed are almost sold out, sooner than

originally planned, plan to add more servers

* Announced strategic partnership with China Telecom in jointly providing Cloud services in China

M 11J GIO topics
*Received 3 Best Services Awards “Fourth Cloud Ranking” of Nikkei BP Agency

> Cloud platform services (laaS/PaaS) , General Information SaaS, Specified Tasks SaaS
*11J GIO is now certified for “SSAE16” Type 2, proving its internal control is in line with such standards

© 2011 Internet Initiative Japan Inc.
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Global Business Strategy

and Outsourcing services

» Japanese customers seeking for
network services abroad

» Expect to use I1J Groups'’ reliable
services seamlessly

» Strong demands from SNS Game
provider and I1J-Global customers

€ Global service line-ups

>11J GIO US & 113 GIO CHINA
»Global-WAN service

» Global Internet-VPN service

€ Reach to Asian Regions

€ Increasing customer demands for Global Network service

Shanghai

e

L 4 Bangkok

=
3 .Gﬁ’ e,

1) Global

San Jose

%

Los Angeles

€ Long operational experience in U.S.A since 1996

»Established 11J Global Solutions China Inc. in Shanghai in Jan. 2012
»Opened Bangkok representative office in Sep. 2011

©?011 Internet Initiati eJapanl e

€ Consolidated “l1J Exlayer”, experienced systems integrator

L
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ATM Operation Business Developments

ﬁ Trust Networks

1L Ll B

» 440 ATMs (as of May 15, 2012)

» Near break even point

Business Results

€ FY2011 ATM Operation Business Results

» Revenue: JPY1.3 billion
» Operating loss: JPYO0.2 billion

Loss

1Q10 | 2Q10 | 3Q10 | 4Q10 | FY10 | 1Q11 | 2Q11 | 3Q11 | 4Q11 | FY11
Revenue 106 123| 125 164| 517| 244| 317 361| 402( 1,324
Cost 229| 227 247 2971 1,000 311| 341 360, 369( 1,382
Expenses 37 36 42 44 159 43 35 30 34 142
Sum 266| 263| 289| 341(1,160( 354| 376 390| 403| 1,525
Operating | (161)| (140)| (165)| (177)| (643)| (111)| (58)| (29) )| (201)

& Business Model
» Receive commission for each withdrawal
transaction

» Strong revenue & income driver in mid-term

© 2011 Internet Initiative Japan Inc.

<About Trust Networks>
« Established July 2007

* 11J ownership: 79.5%

> Total number of ATMs & daily usage per ATM is key to profit growth

WINTIEE L



FY2012 Financial Results




I SUmmary of FY2011 Financial Results

" <FY2011 Results> <FY2012 Target> N\
*Revenue JPY97.3 billion (up 18.1% YoY) JPY107 billion (up 10.0% YoY)
"Gross margin JPY20.0 billion (up 20.5% YoY)

*Operating Income JPY6.4 billion (up 53.4% YoY) JPY7.5 billion (up 18.0% YoY)
"Income before income tax JPY6.0 billion (up 55.9% YoY) JPY6.9 billion (up 15.5% YoY)
\_"Net income attributable to IIJ JPY3.6 billion (up 13.7% YoY) JPY4.0 billion (up 9.9% YoY) /

® Achieved double-digit revenue and income growth, in line with target
» Broadband IP services, Cloud computing services, security related services, WAN services led the revenue growth

» Full year contribution from [1J-Global and steady growth in gross margin and operating income of 11J’s existing business
lead the double-digit income growth. Deficit of ATM operation business continuously decreased and is near break-even
point

» FY2011 113-Global results: revenue of JPY26.1 billion, cost of JPY20.9 billion, SG&A of JPY3.0 billion, operating
income of JPY2.2 billion

® IIJ’s Cloud Computing Service “lIIlJ GIO” is steadily growing
» FY2011 Revenue:JPY3.1 billion, number of projects reached over 1,100 at 4Q11 (over 900 at 3Q11, 400 at 1Q11)

®Expanded the foundation for mid-term growth
» Further accelerated I1J group’s global business development: Released “l11J GIO US Service" (March 2012), announced
strategic partnership with China Telecom to jointly provide Cloud services in China (March 2012), acquired I1J Exlayer,
system integrator with overseas IT and Sl business experience (April 2012), opened offices in Shanghai and Bangkok

» Established Stratosphere Inc: Develops SDN platform and applies its technology to next generation Cloud computing

B
=
=
[
| —
—
i

®Expect FY2012 to be another year of double-digit growth

» Expect 11J’s existing stock business to grow both in revenues and income, new business such as I[IJ GIO and ATM
operation business to turn positive, and additional revenues from oversea business to contribute

®Revised FY11 year-end dividend plan to JPY1,750 from JPY1,500 per share: year total of JPY3,250
» Accomplished a 5 consecutive years of dividend increase
» Target FY2012 year total dividend of JPY3,500 (mid JPY1,750, year-end 1,750)

1 Internet Initiative Japan Inc 1
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II-1. Consolidated Results for FY2011

Unit: JPY billion

Total

% of Revenues

FY11
(11/4~12/3)

% of Revenues

FY10
(10/4~11/3)

% of Revenues

FY11 Revised

Taraget
(11/4~12/3)

Revenues 97.3 824
79.5% 79.9%
Total Costs 77.3 65.8 17.5% _
20.5% 20.1%
Gross Margin 20.0 16.6 20.5% _
14.0% 15.1%
SG&A/R&D 136 19 4 9.5% _
Operating 6.5% 5.0% o 6.5%
Income 6.4 4.1 53.4% 6.3
Income before Income 0.1% 4.1% 5.8%
o
Tax Expense 6.0 3.8 55.9% 5.6
Net Income 3.7% 3.9% o 3.5%
Attributable to I1J 3.6 3.2 13.7% 3.4

18
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-2. Revenues

Unit: JPY million

______________________

| YoY = 4Q11 compared to 4Q10
I QoQ =4Q11 compared to 3Q11

One-time
revenue

™ Recu rring
revenue

Internet Connectivity Services for Corporate Use  Qpe-time Systems Construction
. [T Internet Connectivity Services for Home Use Revenues ]
Recurring i ) Equipment Sales
Revenue Outsourcm_g Services
WAN Services S ATM Operation Business
[T System Operation and Maintenance
FY10: 82,418 FY11: 97,315
(up 21.2% YoY) (up 18.1% YoY)
15,813 18,459 22,525 25,622 i 23,362 23,845 23,545 26,563
| 402
164 | 933
247 — 317
125 ! 244 361 4.649
5,016 ! 376 2263757 ’
2,422 2517 ’ 2,154
123 | 4 5,112
2260 ! 4,815 ,840 1
106 2.487 4,376 4,643 : 4,704
2,011 4,241 i
4baa ’ —6485— 6398 @ 6310 539 646 =548
3,491 3,605 3,905 4031 | 4,246 4,266 4,405 4,502
[fbeoalll [[[Hhesrlll|  [lwieRsllll [[HissAlll @ [[Haasl]  (4dsil] o [[Hisesl (1738l
3,466 3,475 3,492 3,672 | 3,580 3,697 3,643 3,787
1Q10 2Q10 3Q10 4Q10 1Q11 2Q1 3Q11 4Q11

€4Q11 Recurring revenue: JPY21,279 million (up 5.4% YoY, up 2.5% QoQ). FY11 Recurring revenue: JPY82,881 million (up 19.8% from FY10)

€4Q11 One-time revenues: JPY4,882 million (down 7.2% YoY). FY11 One-time revenues: JPY13,109 million (up 3.0% from FY10)
€4Q11 113-Global operating Income: JPY6,676 million (mostly WAN services revenues, partly SI)
(3Q10: JPY6,406 million, 4Q10: JPY6,442 million, 1Q11: JPY6,464 million, 2Q11: JPY6,534 million, 3Q11: JPY6,444 million)

€4Q11 ATM operation business: JPY402 million (up JPY238 million YoY, up JPY40 million QoQ, March 2012 revenue was JPY140 million)

© 2011 Internet Initiative Japan Inc
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: |
I -3. Cost of Revenues and Gross Margin Ratio Unit: 3PY milion

E Cost of Revenues  [:::::::7 Network Services S Equipment Sales s ATM Operation
Bl | Gross Margin Ratio Network Services O~ s —@— Total Gross Margin Ratio Business
E_ 13-Global 2010* | 3Q10 | 4Q10 | 1Q11 | 2011 | 3Qu1 | 4Q11
E Revenues 1761 | 5215 | 5160 | 5173 | 5265 | 5187 | 5269
— Gross Margin Ratio | 21.6% | 18.6% | 19.9% | 200% | 19.4% | 195% | 21.1%
24.7% 26'02% i * 11J-Global consolidated on Sep .1, 2010
23.4% o ' 23.3%
o \ 20.9% 21.4% | 20.1% 205%  yoae”
20'7/° -J7% 1w% : ’ 19-9% .70/. 22'2%
— =2 v 21.2% 21.0%
19.6% 19.6% 19.8% 19.9% 20.2% 0
17.8% i
FY10 : 65,828 : FY11: 77,326
(Gross Margin Ratio . 20.1%) ' (Gross Margin Ratio . 20.5%)
12,788 14,642 17,827 20,571 1 18,860 19,111 18,683 20,672 —|

2Q10 3Q10 4Q10 1Q11 2Q11 3Q11

44011 Gross Margin: JPY5,891 million (up JPY841 million YoY, up JPY1,029 million Oo0Q)
> Network services gross margin: JPY 3,769 million (up JPY691 million YoY, up JPY389 million QoQ)
> Sl gross margin: JPY2,049 million (down JPY19 million YoY, up JPY596 million QoQ)
> ATM operation business gross margin: JPY33 million (4Q10: gross loss of JPY133 million, 3Q11: JPY1 million)

© 2011 Internet Initiative Japan Inc.




| Internet Initiative Japan.inc.

I-4. Revenue YoY Change

Unit: JPY billion

<By Service>

ATM operation
business

[ Cloud services

[
|
B
e
=
o
=

S| + equipment sales
(excluding Cloud services)

WAN services

FY10: +14.9 FY11:
JPY82.4 billion JPY97.3 billion
+0.8 1.3

0.5 +2,

25.7

+ outsourcing services
(excluding Cloud services)

[Internet connectivity services\\

<By Company>

Trust Networks

N
[ 113-Global J——_

(excluding 11J-Global and

113 Consolidated
Trust Networks)

16.1 +9.6
35.5 +1.7 37.2
— 13
o //
0] 26.1
151 +11.0
+3.1
L7 66.8 69.9
//

© 2011 Internet Initiative Japan Inc.
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I -5. Operating Income YoY Change Unit: JPY bilion

L
==
—
—
—
-

FY10: +2.2 FY11:

JPY4.1 billion JPY6.4 billion

<By Service>

S| +Equipment Sales

(0.5)
down 6.6% YoY)

Operating Loss
Decrease

+0.4

SG&A

(1.2)
(up 9.5% YoY)

Network service

+3.4
(up 1.8% YoY)

<By Company>

[1J-Global +0.4

+1.0

(Excluding 113-Global
and Trust Networks)

+0.8

© 2011 Internet Initiative Japan Inc.
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Il -6. Network Services (1) Revenues Unit: JPY million

Total Contracted —— WAN Services

Bandwidth (Gbps) 857.7 Outsourcing Services

il Internet Connectivity Services

702.5 702.0 7334 for Home Use
6609 Internet Connectivity Services
for Corporate Use
FY10: 51,662 : FY11: 63,410
—853— — :
3,491 3,605 3,905 4,031 g 4,146 4,266 4,405 4,502
Ileedll  [lnlesalll  (Heasll  lAbeslll i (AMesl  [ld44s [[ades]l [l4/56]
3,466 3,475 3,492 3572 | 3,580 3,697 3,643 ;87
: | YoY = 4Q11 compared t04Q10 |
1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3QM 4Q11 | Q0Q=4Q1L1 comparedto 3Q11

€4Q11 Internet connectivity services for corporate use: up JPY215 million YoY, up JPY144 million QoQ
> 1P service revenues increased by JPY111 million QoQ, volume charge revenue increased
»Contracts of over 1Gbps as of March 31, 2012 reached 132 contracts (as of March 31, 2011: 126 contracts, as of Dec. 31, 2011: 132 contracts)
>11J Mobile revenues increased as there were M2M projects. 46,329 contracts as of March 31, 2012
®4Q11Internet connectivity services for home use: down JPY161 million YoY, down JPY8 million QoQ
>11IImio/LTE service made good start, released in Feb. 27, 2012. As of April 30, 2012 there were approximately 13,000 contracts
»As of March 31, 2012 number of contracts reached 397,191 (As of March 31, 2011: 374,328 contracts, as of Dec. 2011: 383,745 contracts)
44Q11 Outsourcing services: up JPY470 million YoY, up JPY96 million QoQ
»Services such as data center related services, I1J GIO Hosting Package Service and security related services steadily increased
»FY11 Outsourcing revenues excluding 11J GIO revenues were up 12.2% compared to FY10
€4Q11 WAN services: up JPY91 million YoY, up JPY14 million QoQ. Both I1J and 11J-Global revenues continue to grow

© 2011 Internet Initiative Japan Inc.
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I -6. Network Services (2) Cost of Revenues Unit: JPY million

______________________

[ | others | YoY = 4Q11 compared to 4Q10 |
{11117 outsourcing Costs : QoQ =4Q11 compared to 3Q11 :

[ Personnel Related Costs

[ Network Operation FYlO 41,678 FY11: 49,985

Related Costs B B
- 0,
S0 Circuit Related Costs (Gross Margin Ratio -19.3%) (Gross Margin Ratio: 21.2%)

12,402 12,474

|

1RO

12,440 12,606 12,541 12,398

616 557 | 52 608 632 78
587 1155 1 E 132 1,134 11 3
o e
- 85 :
1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11

€ 4Q11 Cost of network services: down JPY76 million YoY, down JPY143 million QoQ
>Cost related to 11J-Global decreased compared to both 4Q10 and 3Q11. Cost related to 11J's existing business decreased compared to 3Q11
>Mobile interconnection cost decreased by JPY126 million in 4Q11

@ FY11 Total cost of network services: up JPY8,307 million from FY10
>Due to additional costs related to 11J-Global, the total cost increased. Cost related to I1J’s existing business slightly increased
»Gross margin: JPY 13,425 million (up JPY3,441 million from FY10)

- © 2011 Internet Initiative Japan Inc.
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YoY = 4Q11 compared to 4Q10

I-7. System Integration (1) Revenues QoQ = 4Q11 compared to 3Q11

<Systems Construction> Unit: JPY million
5,928
5,344 5741
4,580 4,710 4,590
3,796 3,839

EY10 : 11,937

2,011 2,487 2,422 5,016

EY11 : 11,998

2,517 2,677 2,154 4,649

Systems Construction Revenues

Systems Operation and Maintenance Revenues

. backlog and order received
1 order Received Includes equipment sales

—@- Order Backlog } System construction’s order

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11

3572 | 3478 | 3185 | 3131 3807 | 2793 | 3573 | 2980

FY10: 13,365 FY11: 13,153

<Systems operation and maintenance>

13,000 13,412 13,038 13,014

12,258
11,055 10,884 11348
4815 4840 12

4,248 4241 4376 4643

FY10 : 17,507 EY11: 19,472

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11

Systems Construction

¢ 4Q11 Revenues: down 7.3%YoY
»While there were mid-to small sized construction projects,
the lack of large scale construction projects resulted in the
decrease in total revenue.
¢ 4Q11 Order backlog: up 1.1% YoY
€ FY11 Revenues: JPY11,998 million, same as FY10
»The number of mid-to small sized construction projects
increased but the absence of large scale Sl projects
throughout FY11 resulted in the weak outcome

< Examples of systems construction projects >
Internet backbone network construction project
*Renewal of Internet gateway construction project
*Website construction for central government
agencies
*FX trading system construction project etc

Systems operation and maintenance

¢ 4Q11 Revenues: up 10.1% YoY, up 5.6% QoQ
»Revenues increased due to steady increase of [1J GIO
Component service and additional FX contracts

6111 | 3037 | 4204 | 5107 | 6447 | 5137 | 4466 | 5088 || ¢ 4Q11 Order backlog: up 14.7% YoY, down 0.2%
FY10: 18,460 FY11: 21,138 QoQ
© 2011 Internet Initiative Japan Inc
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I-7. System Integration (2) Cost of Revenues

Unit: JPY million

B Purchasing Costs

______________________

, YoY = 4Q11 compared to 4Q10
1 QoQ =4Q11 compared to 3Q11

Related Costs

Personnel Related
Costs

5,770 5,957

738 863 929 884 882 981

Outsourcing Costs FY10: 22,466 FY11: 24979~~~ s
Others (Gross Margin Ratio 23.7%) (Gross Margin Ratio -20.6%)
. Network Operation 7,590

5,541

2,111

925 1,032

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11

3Q11 4Q11

€4Q11 Cost of systems integration: up JPY121 million YoY, up JPY2,171 million QoQ

> Sl gross margin: JPY2,049 million (down JPY19 million YoY, up JPY596 million QoQ)
® Y11 Total costs of systems integration: up JPY2,512 million from FY10

systems construction revenues
> Gross margin: JPY6,491 million (down JPY487 million from FY10)

> The number of full-time outsourcing personnel as of March 31, 2012 was 475 (up 100 personnel YoY, up 7 personnel QoQ)

> QOutsourcing costs and network operation related costs both increased mostly for 11J GIO. Purchasing costs decreased along with a decrease in

© 2011 Internet Initiative Japan Inc.
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I -8. Number of Employees

" 1

TETTY

______________________

| YoY = 4Q11 compared to 4Q10 |
QoQ =4Q11 compared to 3Q11 :

(personnel)

2,000

1,500

1,000

500

Unit: JPY million

Contract worker

Full time worker

Engineers
67%

1,944 1,953 1,955 1,941 1,923

1,687 258 243 246 250 244
263

1,686 1,710 1,709 1,691 1,679
1,424
2010/3 2011/3 2011/6 2011/9 2011/12  2012/3
2,887 3,554 3,627 3,686 3,551 3,613
(14.7%) (13.9%) (15.5%) (15.5%) (15.1%) (13.6%)

Personnel related costs and
expenses (% of revenue)

®Number of consolidated employees as of March 2012: 1,923 personnel (down 21 personnel YoY, down 18 personnel QoQ)
> Hired 75 newly graduates in FY2012 (FY11: 44 newly graduates, FY10: 60 newly graduates)
> Employees of 60 personnel of 113 Exlayer (Consolidated on April 2, 2012)

© 2011 Internet Initiative Japan Inc.
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' YoY = 4Q11 compared 0 4Q10 | |
H '9- SG&A ExpenseSIR&D ! QoQ =4Q11 compared to 3Q11 1 |
T T oy e
UITHL JE T TTHHIUIN — |
W salesand Marketing Expenses 113-Global 2Q10* | 3QI10 | 4Q10 | 1Q11 | 2Q11 | 3Qu1 | 4Qi1
.| General and Administrative Expenses
S5 Research and Development SG&A 224 777 767 856 663 754 764
() %ofRevenues st o s 20 109 125 106 106 106 106
FY]_O . 12 449 FYll . 13 635 *11J-Global consolidated on Sep .1, 2010
(15.1%) (14.0%)
3,469 . 3,587 3,535
(15.4%) 333030/9) (15.4%) 3,200 (3;43110/3) (13.3%)
. 0 . (1)
2,881 06 (13.4%) AT
2,759 (15.6%) e Loy ey
(17.5%)
e gh e
iy 1,491 1.385 1,553 1155 1,213 1,379
) (6.6%) ’ . (5.2%)
(6.6%) (5.4%) (4.8%) (5.2%)
1,265 1,339
(6.0%) (7.3%)

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11

€4Q11 SG&A: up JPY196 million YoY, up JPY222 million QoQ
»Expenses related to 113 and 113-Global both slightly increased compared to 3011

®FY11 Total SG&A: up JPY1,186 million from FY10. Expenses related to 11J’s existing business slightly decreased
»Expenses such as personnel related expenses and advertizing expenses increased compared to FY10
»Percentage of revenues was 14.0%, down 1.1 points compared to FY10

© 2011 Internet Initiative Japan Inc.
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II-10. Operating Income and Net Income

Unit: JPY million

FY10 Operating
Income : 4,141

FY10 Net income

attributable to 11J: 3,203

FY11 Operating

Income : 6,353

FY11 Netincome

attributable to 11J: 3,641

8.9%

[ Operating Income : YoY = 4Q11 compared to 4Q10
Net Income Attributable to Il |, QoQ = 4Q11 compared to 3Q11 |
=== Operating Margin Ratio B ittt

®FY11 Operating Income:
»JPY6,353 million (up JPY2,212 million from FY10)
> Full year contribution of 11J-Global
> Increased in network services gross margin
> Decreased in operating loss decreased of ATM operation
business
®FY11 : Income before income tax expense:
»JPY5,976 million (up JPY2,142 million from FY10)

1,534 1,549 . .
®FY11 Net income attributable to I1J:
1,229 »JPY3,641 million (up JPY438 million from FY10)
138 = 251 >Net loss attributable to noncontrolling interests is related to Trust
935 i 915 Networks net loss
,028
849 ¢ ATM Operation and Business
612 >Placed 440 ATMs as of May 15, 2012
266 +1A >The total number of ATMs placed in FY11 was approximately
plabcu nririLirvvas GlJlJl U)\Illla,l.cly
J247 I 160 ATMs
»FY11 revenues: JPY1,324 million (up JPY808 million from FY10)
1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11 »FY11 operating loss: JPY201 million (down JPY442 million from
1010 | 2Q10 | 3Q10 | 4Q10 | 1Q11 | 2011 | 3011 | 4Qu1 FY10) (IPY million)
1Q10 | 2Q10 | 3Q10 | 4Q10 | 1Q11 | 2Q11 | 3Q11 | 4Q11
LLEelIS /e 120 | 160 | 179 | 496 | 425 631 | 548 | 922 Q Q Q Q Q Q Q
Expenses Revenue 106| 123| 125| 164| 244| 317| 361| 402
Equity in net C 229 227 247 297 311 341 360 369
i ost
Ineam{EEs) ol 34 3) 98 ) 40 37 77 | (30)
equity method SG&A 37| 36| 42| 44| 43| 35| 30 34
investees
Net loss Sum, 266 263| 289 341 354| 376 390| 403
attributable o 54 48 51 50 31 18 11 6 | | |Operating | (161)| (140)| (165)| (177)| (111)| (58)| (29)| (2)
noncontrolling o
interests
© 2011 Internet Initiative ]apan Inc. -
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o-11.

Consolidated Balance Sheets

Unit: JPY million

»Nonmarketable equity securities

JPY1,958 million

» Available-for-sale equity securities

JPY 861 million
JPY119 million

» Others

~Increased due to investments for IIJ GIO

»Non-amortized intangible assets:

JPY5,943 million
*Goodwill JPY5,788 million

(related to I1J-Global: JPY2,288 million)

*Trademark JPY155 million

»Amortized intangible assets
(customer relationships): JPY5,223 million
(related to 11J-Global: JPY 3,042 million)

»>11J Shareholders’ equity ratio
*March 31, 2012: 44.5%
*March 31, 2011: 41.5%

March 31, March 31,
2011 "2012 Changes
Cash and Cash Equivalents 13,314 13,537 +223
Accounts Receivable 16,431 15,722 (709)
Inventories 601 752 +151
Prepaid Expenses 1,680 1,848 +168
Other Investments 2,794 2,938 +144 /
Property and Equipment 16,481 19,736 +3,255
Goodwill and
Other Iz:)anvéliblznAssets 11,843 11,185 (658) | «—
Accounts payable 13,574 9,753 (3,821)
B -
(Short-ter‘r)r:r:r‘::ili%sng-term) 13,430 12,000 (1 ’430)
Accumulated Deficit (14,023) (10,990) +3,033
A lated Oth
Co(::'::lzzeaniive Loesrs (85) (24) +62
Total IlJ Shareholders' Equity 29,652 32,688 +3,036 —
Total Assets 71 ,473| 73,493| +2,020

ntarnnt Initiativae lanan lne
internet Iniliative Jap:



I -12. Consolidated Cash Flows

Unit: JPY million

L2

Operating Activities
FY10: 12,564 FY11 : 11,659 5 076
4,177 '
2,835 3,219 E 2,966
2,274 : 2,292
| 1,323
1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11
Investing Activities
-955 -892 -864 E 2,069 -1,165 -1,157 -1,564
FY10:(13,493) | FY11 : (5,954)
-10,782 !
1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11
Financing Activities :
8,232 i
FY10: 5,521 FY11 : (5,464)
LLEEETTrTd LLLECETTLTT [NRENRNRENN) ; [TTTITTLTT] |||||||||| [TITETTLTT ] LLLEETTTTT
-928 -983 -800 | .1,107 -1,183 923
; -2,251
1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11

© 2011 Internet Initiative Japan Inc.

FY11 Operating Activities
»Increase in operating income
»Decrease in accounts payable:
JPY2,929 million
etc

FY11 Investing Activities
»Purchases of property and equipments:
JPY6,167 million
etc

FY11 Investing Activities
»Bank borrowings: JPY1,430 million

»Principal payments under capital leases:
JPY3,426 million

etc

LR L
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I -13. Other Financial data (CAPEX etc.)

L2

CAPEX (Include Capital Lease) unit: JPY billion
. - FY10 FY11
Unit: JPY million
/ Cloud related 1.6 4.3
FY10:6,752 FYy11:10,917
ATM operation business 0.3 0.4
| 3,567
i 11J Global 0.1 0.4
| 2,878
! Others 4.7 510
2,212 i 2,208 2,265
1,804 |
1,515 |
1,221 ; Adjusted EBITDA Unit: JPY million
110 2Q10 3Q10 4Q10 1Q11 2Q11  3Q11  4QM FY10: 10,210 FY11: 13,534
4,285
Nanmvaniatiam amd Ancavtioatiam it: illi 31543 i 3.376
vepreciation ana Amortization Unit: JPY million : 3,294 37
2,747 :
2,403 : 2,578
FY10: 6,069 FY1l:7,181 1,517 i
1,468 1,518 , :
1,251 !

1Q10 2Q10 3Q10 4Q10

1Q10 2Q10 3Q10 4Q10 1Q11 2Q11 3Q11 4Q11

© 2011 Internet Initiative Japan Inc.
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Il-1. Developments of IIJ GIO 1JGI0O
. (number 1
B Business developments of 11J GIO Py millon) IlJ GIO Revenues e
*FY11 Revenues: JPY3.1 billion 1,250 1200 |
(FY10: JPY0.6 billion) —Large SNS Game Clients / Lo00 =
*4Q11 Revenues: JPY1.0 billion N 1,000 - riferprise Blsiness and Others e =
» 3Q11: JPY0.8 billion, 4Q10:JPY0.3 billion —e—Number of proiect - 800 |
> March 2012 revenues : JPY0.4 billion 750 HIMBDEL O PIOjECts g [ :
> The number of projects was approx. 1,100 as of / - 600 BN
March 31, 2012 500 < T R 200
» Accumulating orders from current [1J GIO users, =
increasing the number of projects with monthly 250 e - A . . 200
fee of over JPY1 million per project ,i I
_ _ . 0 L-o— N -0
FY12 Target. Revenu_es of over JEY?.O billion, 1010 2010 3010 4010 1011 2011 3011 4011
operating Income turning positive, iInvestment
level expected to be around the same as FY11 *Change in premise of * number of projects’
Previously disclosed number of projects included server addition orders
B 1iJ GIO Globalization as one coniract whereas they were just additionai orders for existing

contracts. From 4Q11, we have eliminated those orders.

*Released “lIJ GIO US Service” in March 2012
» The facility is placed in the West Coast of the United States
» Accumulating orders at good pace, servers already in placed are almost sold out, sooner than
originally planned, plan to add more servers
* Announced strategic partnership with China Telecom in jointly providing Cloud services in China

Bl 11J GIO topics

*Received 3 Best Services Awards “Fourth Cloud Ranking” of Nikkei BP Agency
» Cloud platform services (laaS/PaaS) , General Information SaaS, Specified Tasks SaaS

*11J GIO is now certified for “SSAE16” Type 2, proving its internal control is in line with such standards

© 2011 Internet Initiative Japan Inc.
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Im-2. Expansmn of IlJ Group

=£ 1IIJ Exlayer Inc.

0T Exlayer

*Acquired on April 2, 2012

*Acquired the Japanese holding company and its five 100% :E“
owned overseas subsidiaries =

*Formerly known as Exlayer Global has over 10 years of experience in
overseas Sl business mainly with Japanese firms .

*Client base: Japanese Shosha, financial institutions, general constructors

*To jointly work as 11J-Group in providing global Cloud services and server
operation and maintenance for SNS clients

______________________________________________________________

<About IlJ Exlayer>

»Capital :JPY10 million

>11J ownership :99.9% > Total revenues for FY2011 :JPY800 million
(Fiscal year end: December 31)

\ >Employees :60 personnel as of April 2, 2012  »Consolidation of revenue and income from 2Q

<I1J Exlayer Overseas branches>

5|ngapore:l

~—— e ———

- e e e e = e = e e e e m E e e e e E e E e e e e e E e e m E e E e Em e Em e e e e m Em e Em e Em e E e E e e m E e Em e e em M e E m e e e e e e e e e

Stratosphere

*Established on April 5 2012, a joint venture with ACCESS Co., Ltd.,
*Develops SDN platform

» Software Defined Network (“SDN”) is a technology enabling network
virtualization and automatic operation in a cloud environment

-> With SDN, construction of a cloud computing environment is
expected to eliminate various restrictions on physical networking
and complexities in network configuration management

*Its business model: Developing and sales of software license
*Plans to apply the technology to next generation cloud computing platform

© 2011 Internet Initiative Japan Inc.

<About Stratosphere>

> 113 ownership: 50.0%
»Capital: JPY100 million

»Employees: 11 personnel (seconded)

Planned Schedule
*2Q12: Release of SDN laaS software
*4Q12: Release of Cloud OS software

hﬂ.ﬂ'i&l.ﬂn Lill ]
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IM-3. M&A of IlJ Global Solutions Inc. on Sep 2010

B Acquired 11J-Global on Sep 2010 (100% owned subsidiary)

B Acquired mainly the domestic network outsourcing service business such as WAN services
from AT&T Japan

B Successfully acquired 1,600 corporate clients, and 245 personnel

B Purchase price:JPY9.2 billion (used mainly short-term bank borrowings, partly refinanced with
long-term borrowings in FY2011)

Features of IlJ Global Solutions

=2

11J Global

< Effects to Consolidated Financial Results>

FY2010 FY2011
*7 months from Sep 2010 to March 2011

Revenues 15,094 26,118
Costs 12,137 20,894
SG&A / R&D 1,767 3,037
Operating Income 1,190 2,187
Operating Margin Ratio 7.9% 8.4%

© 2011 Internet Initiative Japan Inc.
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Il-4. Reference: FY2012 Financial Target

Unit: JPY billion

(Revenue Increase Factors)
®Continuous increase from network services

®|lJ GIO revenues to largely increase
(from FY11: JPY3.1 billion
to FY12: over JPY7.0 billion)

® Additional revenues from oversea business

® ATM operation business revenue to increase
along with an increase in the number of newly
placed ATMs (revenue to almost double)

RN

(Operating Income Increase Factors)

® Continuous increase of stock revenues
and gross margin

®[lJ GIO turning positive

®ATM operation business turning positive

FY12 Target FY11 Actual YoY
(12/4~13/3) (11/4~12/3) (FY12 to FY11 Acutal)
ro o] 107.0 97.3 +9.7| 10.0%
evenues
Operating 7.5 6.4 +1.1| 18.0%
Income
Income before
Income Tax 6.9 60 +09 155%
Expense (Benefit)
Net Income 4.0 3.6 +0.4| 9.9%
attributable to IIJ i v o i
Net Income
attributable to IIJ JPY 19,735 JPY 17,964 JPY +1,771 9.9%
per Share
Cash Dividend | jpYy 3 500 JPY 3,250 JPY +250| 7.7%
per Share
(Annual) (Annual)

(Investment)

®The scale of investment for network
services including Cloud services expected
to be the same as FY11 or slightly more

® Along with the expansion of ATM operation
business, ATM investments may grow
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mM-5. FY2012 Dividend Forecast

I Interim Dividend s Year-end Dividend _;_:
JPY3,500 =
JPY3,250 JPY 1,750
JPY2,750
JPY 1,500 g
JPY2,250
JPY2,000 270k

JPY1,750

JPY 1,000

JPY1,500 B2

JPY 1,750

JPY 1,250

JPY 1,000 g JPY 1,000

JPY 750

FY2006 FY2007 FY2008 FY2009 FY2010 FY2011 FY2012

© 2011 Internet Initiative Japan Inc.
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I-5. Reference: IIJ Group Companies (As of May 15, 2012)

Company Name Ownership Main Business
52 . Provides domestic network outsourcing related servicesincluding WAN
111 Global IlJ Global Solutions Inc. service and international network related services
|~ Provides afull range of network operation and managementservices,
‘ Net Care, Inc. from customer support, end user help desks, monitoring and trouble
Nt Care shooting to integrated management services.
% hi-ho. Inc Supports customers’ safe, secure and comfortable internetlife based on
e ed ! ISP business for personal users.
100%
. Provides quality Internetservicesin the U.S. with a focuson U.S.-based
Jﬂ!:l IlJ AmericaInc. enterprises doing business in the Asia-Pacificregion. Also 11J-A
Consolidated constructs and operateson U.S. Internet backbone network.
Subsidiaries ] ]
l ' IIJ Innovation Institute Inc. Developsinternetrelated technologies (R&D)
Provides network construction services, primarily for LANs, such as
Net Chart Japan Inc. network installation wiring, installation and set-up of equipment, installation
T CHARY JAPRH of applications, and operational support.
Provides overseas system integration (Sl) to mainly Japanese-owned
[1J Exlayer Inc. 99.9% local corporations. Japanese holding company and 100% owned
1) Eslayer subsidiariesin UK, Germany, U.S., Singapore and Hong Kong.
Operates ATM network systems placed in designated facilities.
e Trust Networks Inc. 79.5% Receives commission for each withdrawal transaction from a bank
aed account.
—
== Stratosphere Inc. 50% Develops SDN (Software Defined Network) platform
Stratosphere
. Provides mutual access with other major ISPs. Also MFEED operates
. 0,
Equity Method 14 Internet Multifeed Co. 33% IPNAP, a distributed IX service.
Investees
B Jointcompany with KONAMI CORPORATION. Operates internetportal
- . [\
i-revo Internet Revolution, Inc. 30% web sites.
TRINITY Trinity Inc 33.7% Provides operation of reward pointmanagementsystem

© 2011

Internet Initiative Japan Inc.
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Forward Looking Statement

Statements made in this presentation regarding IlJ’s or management’s intentions,
beliefs, expectations, or predictions for the future are forward-looking statements that
are based on IlJ’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 llJ’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;
the amount and timing of the recognition of deferred tax benefits or expenses; and other
risks referred to from time to time in IlJ’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.  (Finance Department )
Jinbocho Mitsui Bldg., 1-105 Kanda Jinbo-cho, Chiyoda-ku, Tokyo, 101-0051, Japan
TEL: 03-5259-6500 FAX: 03-5259-6311 URL: http://www.iij.ad.jp/IR  E-Mail: ir@iij.ad.jp IU Internet Initiative Japan



