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ForwardForward--looking Statementslooking Statements

Statements made in this presentation regarding IIJ’s or management’s 
intentions, beliefs, expectations, or predictions for the future are forward-
looking statements that are based on IIJ’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 IIJ’s actual 
results to differ materially from those contained in any forward-looking 
statement. These risks, uncertainties and other factors include: IIJ’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 IIJ’s profits of fluctuations in the price of 
available-for-sale securities; the impact of technological changes in its 
industry; IIJ’s ability to raise additional capital to cover its indebtedness; the 
possibility that NTT, IIJ’s largest shareholder, may decide to exercise 
substantial influence over IIJ; and other risks referred to from time to time in 
IIJ’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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Top IP engineering company in Japan

Key Key IInvestment Highlightsnvestment Highlights

Target Blue-chip and Governmental Organizations
with dominant position

Business Development for Mid/Long-term growth

Convincing revenue and income growth

Shifted to Total Network Solution Provider

details to follow

Shifting to IP related system and spreading IT 
expenditure
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TOP IP Engineering Company in JapanTOP IP Engineering Company in Japan

At the leading edge of IP R&D

The first established full-scale ISP in Japan

“IIJ” brand among the Japanese IT market

• IPv6, Mobile IPv6(MIPv6), NetBSD
• Participation in the MIC Grant Research
• Board Member of “Telecom-ISAC Japan”

• A group of highly motivated and skilled TOP Level IP Engineers
• Introduced and standardized internet related services in Japan

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)

December 1992Established

NTT(24.5%), Koichi Suzuki
(6.2%), Itochu Corp.(5.1%), 
NTTCom(5.0%)

Top 
Shareholders

NASDAQ(IIJI), TSE1(3774)Listed Markets

Consolidated: 1,327
(70% engineers)

Number of 
Employees

Company Profile (as of September 2007)• Well known for its high engineering skills 
and network support skills

• High customer Satisfaction with long term 
relationship
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Pioneer of Network TechnologiesPioneer of Network Technologies
Business and Service Development to Initiate the MarketBusiness and Service Development to Initiate the Market

1995 19961992

Established

1997 1998
[Development of new businesses]

2004 2006 2007

Internet
Connectivity

Service

Contents
product and
Distribution

Dial-up
service

Internet
VPN

IP Multicast

iBPS

SMF

Anti-spam
Solution

Managed
Service

IPv6

Firewall
Service

CDN

RFID

SEIL

P to P

Large Volume
Data

Distribution

Asia 
Backbone

SLA

IX
ISP

in U.S.

System
Operation

Hi-ho

IIJ4U

IIJmio

Systems
Integration

DC
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Increase in 
numbers of 
other ISPs

Heavy price 
competition

Japanese 
economy at 
the bottom

Merger of 
ISPs for 

corporate use

0

10,000

20,000

30,000

40,000

50,000

60,000

FY1994 FY1995 FY1996 FY1997 FY1998 FY1999 FY2000 FY2001 FY2002 FY2003 FY2004 FY2005 FY2006

Strategic Shift in Business ModelStrategic Shift in Business Model

(Revenue, JPY million)

Transition

Change in 
Business 

Model

BLOOM

Harvesting 
the flower of 

Internet Connectivity Services

Values Added Service (VAS)

System Construction (Include Equipment Sales)                
(FY1997-FY2002 includes System Operation)

System Operation

NASDAQ 
IPO

CWC filed for 
corporate 

reorganization

Listed on 
TSE1

BIRTH
Earned its 
enduring  

Client Base Total Network 
Solution Provider

From From ““ISPISP”” to to ““Total Network Solution ProviderTotal Network Solution Provider””
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CurrentCurrent Business ModelBusiness Model

System 
Construction

Value Added 
Service and 

System 
Operation

Internet 
Connectivity 

Service

Over 6,500
Client Base

•Network Consultation
•Network Construction

(ex. Site-to-Site 
Network)

•System Construction
(ex. On-line security  
system to B to C)

Cross Selling of Total Network SolutionsCross Selling of Total Network Solutions

•Security Solution
•Email Solution
•DDos Solution
•Data Center
•Web Hosting
•Online Storage
•Network Operation
•SEIL/SMF 

•Dedicated Line Internet 
Connectivity
(64kbps ~ Gbps)

•Broadband Connectivity
(Best Effort)
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9

Excellent BlueExcellent Blue--chip Client Basechip Client Base

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

• Revenue data based on Toyo 
Keizai Shimpo “Kaisha Shikiho, 
3rd edition, 2006” and Nihon 
Keizai Shimbun “Nikkei Industry 
Map 2006”

ElectronicElectronic
appliancesappliances

MachineryMachinery

SecuritiesSecurities

Information/Information/
telecommunicationstelecommunications

PrecisionPrecision
EquipmentEquipment

ConstructionConstruction

WholesaleWholesale

BanksBanks

RetailingRetailing

10 9

88 8

68 7

Penetration rate in Each IndustryPenetration rate in Each Industry
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Representative IIJ CustomersRepresentative IIJ Customers

Enduring Relationship with leading companiesEnduring Relationship with leading companies

Ministry of
EnvironmentMinistry of

Justice

The Yomiuri
Shimbun

Imperial Household
Agency

National Police
Agency and more…
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Top 101-200

Top 201-300

T op 301-400

Top 401-500

Top 501-
Top 1-100

Enhancing Cross SellingEnhancing Cross Selling

Source: IIJ’s non-consolidated data for FY2006

54.6%

Top 501-
17.9%

Top 401-
500 3.3%

Top 201-300
6.7%

Top 101-200
13.0%

Top 301-
400 4.5%

Top 1-100

Number of Customers
(~6,500)

(JPY million)

Room to enhance cross 
selling to its existing 

customers

Occupation of Total Revenues Occupation of Total Revenues 
by Top Customersby Top Customers

Distribution of Customers Distribution of Customers 
by Annual Revenuesby Annual Revenues
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2004 2005 2006 2007

2004/1
Joined the Working 
Group for anti-
spam “Messaging 
Anti Abuse 
Working Group”

2006/10
Launched “IIJ 
Secure MX 
Service” (SMX)

2007/3
Added Mail Box 
Features (SMX)

<Market for E-mail security service>

2004/10
Added Anti-spam Features to 
its Secure Corporate E-mail 
Outsourcing Services

2005/3
Established The 
Japan E-mail 
Anti-Abuse Group, 
JEAG

2006/11
Added Storage 
Features (SMX)

Total accounts 
approximately 
500 thousand

400 thousand 
accounts

<IIJ Secure MX Service Image>

Innovate the Market with Leading ServicesInnovate the Market with Leading Services

300 thousand 
accounts

• Begun its studies for anti-spam years before service launch
• Growing damage from spam are driving demands for “IIJ Secure MX Service”
• Similar trend in “IIJ DDoS Service“

Service Development before Realize in DemandsService Development before Realize in Demands
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Following Market Situation

Source: Compiled by IIJ based on MM Research Institute, Ltd. 
“M&D Report （Jan 25, 2007）”

Source: Japan Electronics and Information Technology 
Industries Association

Expected Growth in IP NetworkExpected Growth in IP Network Expected Growth in Corporate Expected Growth in Corporate 
IT SpendingIT Spending

From: Legacy Networks by Carrier
↓
To:   IP Networks

60

80

100

120

140

FY2005 FY2006 FY2007 FY2008

Internet & IP Network 

Legacy Network
(Frame Releay, ATM)

(beginning of FY2005 = 100%)

(%)

80

85

90

95

100

105

110

FY2005 FY2006 FY2007 FY2008

UNIX and PC Servers

Mainframe Computers

(beginning of FY2005 = 100%)

(%)

From: Mainframe by host vendor
↓
To:    Open System
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1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07

2.5%

4.3%

5.8% 6.0%

4.5%

5.8%

7.3%
6.7%

5.0%

6.9%

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

17.8%
17.2%

18.7%

17.1%

18.5% 18.3%

21.0%
19.8% 20.1%

21.0%

Convincing Revenue and Income GrowthConvincing Revenue and Income Growth
RevenueRevenue

Operating and Net IncomeOperating and Net Income

Growth Trend:
• Continuous growth from Recurring revenues 

from Internet Connectivity Service, Value-added 
Service and System Operation

• One time revenues from System Construction 
are pushing up the overall growth

• Have seasonal fluctuations in SI
• Gross margin ratio continue to improve

• Operating income grow continuously YoY
• Increasing gross margin from Connectivity and 

VAS contribute to the improvement in operating 
income

Operating Income
Net Income
Operating Margin Ratio

Equipment Sales
Systems Construction

Systems Operation
VAS and Others
Internet Connectivity Services

Gross Margin Ratio

Figures in Appendix

One-time 
Revenue

Recurring 
Revenue
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Business Development for Mid/LongBusiness Development for Mid/Long--term Growth(1)term Growth(1)

IIJ to provide HighIIJ to provide High--quality content delivery platform for quality content delivery platform for ““acTVilaacTVila””

• “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
• IIJ 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
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Business Development for Mid/LongBusiness Development for Mid/Long--term Growth(2)term Growth(2)

• GDX Japan Inc., IIJ’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 Trusted PlatformGDX Trusted Platform””

IPv6IPv6

• R&D for IPv6, Mobile IPv6(MIPv6)
• Necessary study before the run out of IPv4 address
• In Japan, JPNIC announced that IPv4 address would run out by Year 2010

IIJ is and will be ready to lead the new IPv6 Network Environment
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Appendix
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Consolidated Financial Results for 1H07
Unit: JPY billion excluding net income per share

% of Revenues % of Revenues
1H07 1H06

(2007/4-9) (2006/4-9)

79.4% 81.6%

23.8 21.6
20.6% 18.4%

6.2 4.9
14.5% 13.2%

4.4 3.5
6.1% 5.2%

1.8 1.4
5.7% 8.1%

1.7 2.1
11.6% 10.8%

3.5 2.9

SG&A/R&D

Operating
Income

Income before Income
Tax Benefit

Net Income

Total
Revenues

Total Costs

Gross Margin

(20.8%)

21.8%

YoY

30.0 26.4 13.4%

10.3%

27.1%

25.0%

32.5%
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17.8% 17.2%
18.7%

17.1%
18.5% 18.3%

21.0%
19.8% 20.1%

21.0%

3,446 3,378 3,227 3,248 3,223 3,293 3,307 3,385 3,779 4,497

2,321 2,389 2,613 2,601 2,641 2,863 2,793 2,848 3,092
3,439

2,647 2,757 2,821 2,984 3,254 3,350 3,488 3,775
3,782

3,799
1,193

2,405 2,440

6,258

2,778
3,871 3,605

6,405
2,553

4,168

273

1,001 769

1,042

542

630 393

609
391

491

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

Steady growth in connectivity services for corporate users (up 8.1% YoY) and the additional revenues from hi-ho of JPY 
1,419 million contributed to the overall growth for Internet Connectivity Services (up 27.0% YoY).
VAS showed steady growth (up 23.0% YoY) as revenues from anti-spam services or data centers etc. grew.
Systems Integration (“SI”) was up 7.9% YoY. Recurring revenues from systems operation and maintenance continued to 

grow. Systems construction projects are becoming larger in scale to be completed in the latter half of FY2007.
Gross margin ratio was 21.0% in 2Q07, up 2.7 points from 2Q06.

9,8809,880

11,92911,929 11,87011,870

16,13316,133

12,43712,437

14,00714,007 13,58713,587

17,02317,023

13,69613,696

16,29416,294

Revenues
Unit: JPY millionEquipment SalesSystems Construction

Systems Operation and Maintenance
VAS and Others
Internet Connectivity Services Gross Margin Ratio

One-time 
Revenues

Recurring 
Revenues
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4,964 4,988 5,035 5,091 5,070 5,254 5,073 5,148 5,670 6,598

2,910 3,919 3,910

7,381
4,581

5,611 5,322
8,016

4,849
5,938

244
966 707

901

483
333

494
333

583 423

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

24.2% 24.1%
25.7%

20.1%

24.0%
22.3%

25.0%

21.3%
23.5%

25.5%

Cost of Connectivity Service and VAS revenues: Increased by 18.8% YoY in 1H07. Additional cost from hi-ho, we acquired on 
June 1st 2007 was JPY 1,488 million.

Cost of SI revenues: Increased by 5.8% YoY in 1H07, due to an increase in personnel costs, outsourcing costs and purchase.

13.9% 13.5% 13.8% 13.0% 13.5% 14.6%
16.8% 17.4% 17.5% 16.9%

406
1,082

Cost of Revenues and Gross Margin Ratio
Unit: JPY million

(              hi-ho related costs)
Internet Connectivity and VAS

Equipment Sales
SI SI

Internet Connectivity and VAS

Cost of Revenues

SI

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

[Mostly Fixed Cost]

[Mostly Fluctuating Cost]

Internet Connectivity and VAS

Personnel costs, outsourcing 
costs and purchase

Gross Margin Ratio
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768 800 755 757 790 843 910 896 939 1,088

714 699 739
995 915 862

924
1,270 1,067

1,153
34 50 33

41 40 43
40

55
56

60

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

1,5161,516
(15.3%)

1,5491,549
(13.0%)

1,5271,527
(12.9%)

1,7941,794
(11.1%)

1,7441,744
(14.0%)

1,7471,747
(12.5%)

1,8741,874
(13.8%)

2,2212,221
(13.0%)

Sales and Marketing Expenses (JPY 2,027 million, up 24.2% YoY in 1H07)
Growth in personnel related and advertising expenses, and the addition from hi-ho related sales and marketing expense 
of JPY 184 million from June 1, 2007.

General and Administrative Expenses (JPY 2,220 million, up 24.9% YoY in 1H07)
Growth in personnel related expenses, and an increase in rent expenses due to increase in office space affected by 
business growth.

2,2,062062
(15.1%)

2,2,303011
(14.1%)

(7.8%)

(7.2%)

(6.7%)

(5.9%)

(6.4%)

(6.2%)

(4.7%)

(7.4%)

(6.4%)

(6.2%)

(6.0%)

(6.8%)

(6.7%)

(7.5%)

(5.3%)

(5.3%)

(6.9%)

(6.9%)

(7.1%)

(6.7%)

SG&A Expenses/R&D
Unit: JPY million

Sales and Marketing Expenses

General and Administrative Expenses

Research and Development

% of Revenues(        )
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247
507

691
966

559
811

986

692623

1,001
1,189

1,941

734

2,120

1,405

571

2,907

1,1251,144
1,151

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

2.5%

4.3%

5.8% 6.0%

4.5%

5.8%
7.3% 6.7%

5.0%

6.9%

Deferred tax benefit 
of JPY 1,266 million 

in 2Q06

Operating Income: JPY 1,816 million for 1H07 (up 32.5% YoY) as gross margin from connectivity and VAS, and SI grew steadily.
Net Income:

Other Income (expense) decreased to other expense of JPY 119 million as gains from sales of available-for-sale securities 
decreased to JPY 214 million compared to JPY 925 million in 1H06.
Income tax benefit was JPY 1,805 million compared to the benefit of JPY 960 million in 1H06 mainly because of deferred tax 
benefits of JPY 1,970 million resulting from a revision of valuation allowance against deferred income tax assets.
Minority interest in losses of subsidiaries in 1H07 was JPY 24 million, affected by the elimination of minority interests related 
to our 4 consolidated subsidiaries wholly owned by us, after we made our two subsidiaries, IIJ-Tech and Net Care. wholly 
owned through the share exchanges in May 2007. Minority interest in losses of subsidiaries were related to GDX.
Equity in net loss of equity method investees in 1H07 was JPY 49 million, mainly affected by Internet Revolution Inc.

Deferred tax benefit of 
JPY 2,114 million in 

2Q07

Operating and Net Income
Unit: JPY million

Operating Income

Net Income

Operating Margin Ratio
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 September 30,
2007

 March 31,
2007 Changes

Cash 11,670 13,555 (1,885)

Accounts Receivable 9,107 9,676 (568)

Inventories 1,878 1,111 +767

Prepaid Expenses 1,736 1,053 +682
Available-for-sale

 Securities 1,043 1,310 (266)

Property and Equipment 11,301 9,832 +1,468

Intangible Assets 5,817 2,877 +2,940

Other Assets 4,478 3,260 +1,217
Borrowings
(Short-term) 10,650 6,340 +4,310

Accumulated Deficit (21,100) (24,271) +3,171
Accumulated Other

Comprehensive Income 440 950 (509)

Total Shareholders' Equity 23,786 20,112 +3,674

Total Assets 53,238 47,693 +5,545

Recording of intangible assets of 
JPY 2,302 million related to 
acquisition of subsidiary shares 
and JPY 659 million related to our 
acquisition of hi-ho (includes 
amortizable intangible assets of 
JPY 289 million).

Consolidated Balance Sheets
Unit: JPY million

Increased as on-going SI projects 
increased

Increase in maintenance 
expenses for SI projects

Acquisition of hi-ho and an 
increase in property for us and to 
provide services to our 
customers

Increase in short-term borrowings 
of JPY 4,310 million for the 
acquisition of subsidiary shares 
from minority shareholders
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(1,176) (1,021) (2,647) (1,268) (983) (996) (1,314)

3,8984,882

(1,552)

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

1,027
1,969

951

2,611

905
1,608 2,063

2,826

(1,328)

1,444

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

889
125

834

(855)

25

(1,917)

(3,520)

(832)(267)

(43)

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

Net cash provided by operating activities was JPY
117 million in 1H07.
- Operating income grew in both 1Q07 and 2Q07 due 

to the growth in recurring revenues from 
connectivity and VAS

- 1Q: Recorded net cash used in operating activities of 
JPY 1,328 million due to payments for inventories 
and pre-paid expenses related to on-going SI 
projects, a decrease in accounts payable related to 
SI projects completed in 4Q06 and payments of 
income tax.

- 2Q: Recorded net cash provided by operating 
activities of JPY 1,444 million as effect from changes 
in operating assets and liabilities weakened.

Net cash used in investing activities was JPY 4,352 
million in 1H07.

- 1Q: acquisition of shares of consolidated
subsidiaries from minority shareholders of JPY 1,975 
million, JPY 912 million for the acquisition of hi-ho
and purchase of property and equipment of JPY 570 
million

- 2Q: purchase of property and equipment of JPY 422 
million and investment in an equity method investee 
of JPY 250 million

Net cash used in financing activities was JPY 2,346
million in 1H07.
- Borrowing of JPY 4,310 million for 1H07 including 

short-term borrowings for the acquisition of the two 
consolidated subsidiaries.

- Principal payments under capital leases of JPY 1,658 
million

- Dividend Payments of JPY 306 million

Consolidated Cash Flows
Unit: JPY million

Net cash provided by (used in) 
operating activities

Net cash provided by (used in) 
investing activities

Net cash provided by (used in) 
financing activities
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1,261

1,517
1,751

2,091

1,666
1,880

2,044 2,137

1,739

2,316

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

533
795

1,697 1,737

842
636

1,250 1,224

2,232

1,058

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

CAPEX

Adjusted EBITDA

Other Financial Data (CAPEX etc.)
Unit: JPY million

Depreciation and Amortization

1,014 1,010 1,060 1,125 1,107 1,069 1,058
993 1,048

1,191

1Q05 2Q05 3Q05 4Q05 1Q06 2Q06 3Q06 4Q06 1Q07 2Q07
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Financial Target for FY2007

% of Total Revenues% of Total Revenues

FY2007 TargetFY2007 Target
(2007/4(2007/4--2008/3)2008/3)

%% of Total Revenuesof Total Revenues

FY2006 ActualFY2006 Actual
(2006/4(2006/4--2007/3)2007/3)

YoYYoY

Total RevenuesTotal Revenues 6969.0.0 57.157.1 + 20.9%+ 20.9%

Operating Income 6.7%6.7%

44..66
6.1%6.1%

3.53.5 + + 31.431.4%%

Income before Income Income before Income 
Tax Expense (Benefit)Tax Expense (Benefit)

7.4%7.4%

55..11
8.8%8.8%

5.05.0 + 1.0%+ 1.0%

Net IncomeNet Income
8.1%8.1%

5.65.6
9.5%9.5%

5.45.4 + 3.5%+ 3.5%

Net Income per ShareNet Income per Share JPY 27,122JPY 27,122 JPY 26,519JPY 26,519 + 2.3%+ 2.3%

Cash Dividend per Cash Dividend per 
ShareShare

Annual JPY 1,500Annual JPY 1,500
(Interim Period JPY 750 (Interim Period JPY 750 

End of Year JPY 750)End of Year JPY 750)
Annual JPY Annual JPY 1,5001,500 －－

Unit: JPY billion excluding net income per share and cash dividend per share


