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Operator:

Greetings. Welcome to ATA Creativity Global Second Quarter 2022 Financial Results Conference
Call. At this time, all participants are in a listen-only mode. A guestion-and-answer session will
follow the formal presentation. [Operator Instructions] As a reminder, this conference is being
recorded.

I will now turn the conference over to your host, Alice Zhang of The Equity Group. Please go
ahead.

Ms. Alice Zhang:
Thank you, operator, and hello, everyone. Thank you for joining us.
The press release announcing ATA Creativity Global’s, or ACG’s, results for the second quarter

and six months ended June 30, 2022, is available at the IR Section of the Company’s website at
www.atai.net.cn.

As part of this conference call, the Company has an accompanying slide presentation available on

its website. A replay of this broadcast will also be made available at ACG’s website for the next
90 days.

Before we get started, | would like to remind everyone that this conference call and any
accompanying information discussed herein contains certain forward-looking statements within
the meaning of the safe harbor provision of the Private Securities Litigation Reform Act of 1995.
These forward-looking statements can be identified by terms such as “anticipate”, “believe”,
“could,” “estimate,” “expect”, “forecast”, “future”, “intend,” “look forward to,” “outlook,”
“plan”, “should,” “will,” and similar terms and include, among other things, statements regarding
ACG’s future growth and results of operations; ACG’s plans for mergers and acquisitions
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generally; ACG’s growth strategy, anticipated growth prospects and subsequent business
activities; market demand for, and market acceptance and competitiveness of ACG’s portfolio
training programs and other education services; the impact of the COVID-19 pandemic on ACG
and its operations; and ACG’s plan and anticipated benefits of the measures implemented in
response to the COVID-19 pandemic.

Although the Company believes that the expectations reflected in its forward-looking statements
are reasonable as of today, those statements are subject to risks and uncertainties that could cause
the actual results to differ dramatically from those projected. There can be no assurance that those
expectations will prove to be correct. Information about the risks associated with investing in ACG
is included in its filings with the Securities and Exchange Commission, which we encourage you
to review before making an investment decision.

The Company does not assume any obligation to update any forward-looking statements as a result
of new information, future events, changes in market conditions, or otherwise, except as required
by law. Regarding the disclaimer language, | would also like to refer you to slide 2 of the
conference call presentation for further information.

All U.S. dollar amounts in this conference call, relating to financial results for the second quarter
and six months ended June 30, 2022, are converted from RMB using an exchange rate of 6.6981
RMB: 1.00 USD, the noon buying rate as of June 30, 2022. All historical conversions are accurate
as of the time reported, unless otherwise noted. The Company reports its financial results under
U.S. GAAP in RMB, and all percentages calculated in the presentation are based on RMB unless
otherwise noted.

For those of you following along with the accompanying PowerPoint presentation, there is an
overview of the Company on slide 3. In addition, we are more than happy to take investor questions
during today’s Q&A session or via email to the Company. You may send emails to me, Alice
Zhang, by emailing azhang@equityny.com.

On today’s call, the Company’s CFO Mr. Ruobai Sima will provide a brief overview (sic-
interview) of operating and financial highlights for the second quarter of 2022. Chairman and CEO
Mr. Kevin Ma and President Mr. Jun Zhang will follow with an update on the Company’s outlook
and its long-term growth strategy before opening the floor for questions.

With that, I’ll turn the call over to ACG’s CFO, Mr. Ruobai Sima. Please go ahead, Sima.
Mr. Ruobai Sima:

Thank you, Alice, and welcome everyone. Good evening to those in America. We appreciate
everyone’s time.

During the second quarter of 2022, we were pleased to continue supporting our students who
chose to continue pursuing their creative arts education via online delivery due to local
resurgences of COVID-19 in some of our core cities including Shanghai and Beijing. From late
March to early June, we temporarily closed some of our training centers to comply with local
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lockdown procedures. We are pleased that these restrictions have since been lifted, and we are
able to serve our students in person once again.

Total student enrollment remained stable at 1,018 during the period, compared to 1,051 in the
second quarter of 2021. As a result of the temporary training center closures and citywide
lockdowns, total credit hours delivered for portfolio training programs decreased by 10.8%
compared to the prior year period, which impacted our financials during the period.

The impact on portfolio training and research-based learning revenues was partially offset by
increased revenue contributions from overseas study counselling services. With the public health
situation in China improving once again, we expect demand for our portfolio training and
research-based learning programs to rebound. We continue to see significant demand for
overseas arts student study programs and we are confident in ACG’s ability to increase its
market share in the international creative arts education industry.

During the second quarter of 2022, we delivered a total of 25,387 credit hours for our portfolio
training programs. We have continued to encourage the ongoing shift in our portfolio training
mix in favor of project-based programs versus time-based programs. This is evident in the
breakdown where project-based program credit hours account for 57.8% of total credit hours
delivered during the period.

With that, let’s move to financial highlights for the second quarter and first half of the year.

Total net revenues for the second quarter of 2022 were RMB34 million, compared to RMB36.8
million in the second quarter of 2021. As mentioned earlier, the decrease was primarily due to
the decreased contributions from the portfolio training and research-based learning services that
were impacted by local COVID-19 resurgences and subsequent lockdowns in some of our key
cities including Shanghai and Beijing.

Gross margin was 35.6%, compared to 43.4% in the prior-year period. The decrease was
primarily due to decreased revenues during the period while cost of revenues remained relatively
stable year over year.

Net loss attributable to ACG was RMB22.1 million, which compares to a net income attributable
to ACG of RMB14.1 million in the prior-year period. The difference here was primarily due to a
one-time investment gain for RMB33.5 million as a result of the disposal of the Company’s K-12
education assessment business in the Second Quarter of 2021.

Turning to the first half of 2022, net revenue increased slightly to RMB76.2 million, compared to
RMB74.4 million in the same period of 2021.

Gross margin remained stable at 41.2%, compared to 41.5% in the prior-year period.

Net loss attributable to ACG was RMB37.9 million, compared to RMB4.9 million.
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Moving to the balance sheet, we continue to be in a solid financial position with US$9 million in
cash and cash equivalents.

Working capital deficit was US$33.4 million, and total shareholders’ equity was US$22.9
million at June 30, 2022, compared to working capital deficit of US$30.2 million and
shareholders’ equity of US$30 million, respectively, at December 31, 2021.

With that, I’d like to turn it over to Kevin who will expand upon our outlook and growth
strategy. Kevin?

Mr. Kevin Ma:
Thank you, Sima.

While the ongoing pandemic environment created some unexpected circumstances during the first
half of the year, we were pleased with ACG’s ability to quickly adapt as necessary. Cities where
our training centers were impacted by local lockdowns include second-tier cities such as Suzhou,
as well as top-tier cities where we serve a lot of our students, such as Shanghai, Beijing and
Guangzhou. We admire the tenacity demonstrated by the students that chose to continue their
studies with ACG, even in online format. Our mission is to deliver a quality curriculum and
ongoing support for our students regardless of whether it is in person or remote.

In Second Quarter 2022, we continued to offer specially curated, high-quality learning experiences
via online format such as the ACG Overseas Master program. We introduced the program to our
students when the pandemic first began in early 2020, and we have seen interest in these programs
grow over the past two years even when the public health situation was improving.

During the quarter, we also deployed strategies to streamline our organizational structure. We
began introducing full-time teaching staff into ACG’s internal management roles to help drive
potential growth for the Company. By including them in our sales and product development
efforts, in addition to their day-to-day teaching responsibilities, we were able to quickly
incorporate the feedback they received from our students into improving our operations. We
believe this presents an opportunity for us to create a more direct line of communication with our
target customers, specifically our students, to better understand and be prepared to meet evolving
market needs.

We believe our current portfolio of offerings and our efforts to enhance our curriculum to be related
to today’s student and the society we live in continues to differentiate ACG in the creative arts
education marketplace. We are optimistic about our outlook in the second half of 2022 and look
forward to the coming application season where we can help drive positive outcomes for our
students.

I’d now like to hand the floor over to Jun Zhang, ACG’s president, to provide an update on our

current growth initiatives. Jun will make his remarks in Mandarin, which will be followed by an
English translation.
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Jun, please go ahead.
Mr. Jun Zhang:
B Kevin.

FATHE 2020(sic-2022) 5419 S0} el 2 175 1 T 9 S ) R GE AR 37 0 W] BESE 1 I8 S
Fehl, JFEBATREVS L I R AME DL PR EF RIEVE. B 2020 EBIOK, AT EHARANE
ey i SEEMRS IR BRT-BL DR BATI AL IRt PR 2 SR8 . 3.
ATTRE R K B2 & PR AR SR AL T BE I 7T BB I ZEE AT, JRAT T AR DR v B SR
YRR EHE R X AEL

ERADBEL BN JEEFE L PP E AP OLEME, W 748 “RELE” BRI
H, AT Zm H 2 7 B, BOasemMAVE T . ATESW 1 it 5
MBI ZARFETARSE, AL 7 RIERBQELRE, 3RS ERE CEHEE MBS .

FEIZE T, ACG RELFNTHHBATNI B ARG, AT BRIV SS L RS R H -
N TR A ERR N SRR, BATR RS AL SS, BN RIEHA R . TH AT
AT HEE T dho HAh, ACG MK gk SHE I WO ZARAT ML AW RRGET I, fdE
50T NFT S5 AR IIH .

£ 2022 SRR A E) B, JRATR RS LIE TR RN A AT R ZEAREN . Bl
Kevin firis, Xf T ipsh gk Saifig 92 R0, JATT R AERCORBEN — A ST
. AR RELE )T B AU SRR R, A AR M B AT, 3
BIHS HE S8 RLTBRAE B 2 2R AR KBTS B SR . LA TRATT A BT 4L 43 2R 85 770 385 Bh 3RATT
Rl S5 FF K e o

ACG [y R FR AL B 102 SRS, SRl aR 22 R G . AR e HhAf(E, BAT
377 s IR 53 DA RS B 2 AR SR AR LT S ) 7 52 0 55 4 B BAT T X3 T [RAT IR 52 4
PLFH

BTk, #ZEl4% Kevin,
Ms. Alice Zhang [translations]:
Thank you, Kevin.

The systems and procedures that we had put into place in response to the COVID-19 pandemic
in early 2020 have provided a strong foundation for our organization and have enabled us to be
flexible when we are faced with unexpected circumstances. Since 2020, we have continued to
invest in building, maintaining and advancing the technology supporting our service delivery to
ensure a seamless and pleasant learning experience for our enrolled students. We understand that
we continue to operate in an ongoing pandemic environment that could worsen at any given
moment, and we remain alert in monitoring the situations at our training centers.
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This summer, we cooperated with one of the famous ceramic art centers in Jingdezhen and
launched an exclusive program named “Wan Xiang Ci Sheng”, through which our students
learned about blue-and-white porcelain, ceramic shaping, glass painting and hot-melting
techniques. The students also visited the studios of some world renowned artists to experience
the creation process of master works and had the opportunity to exhibit their own works towards
the end of the program.

On the operations side, ACG continues to invest in upgrading our teaching system and
developing new programs across major business lines. We will continue to provide online
offerings and remain committed to being flexible and responsive in adjusting, upgrading and
customizing our educational products, as we acknowledge the various needs of our student
population. In addition, ACG will introduce new programs that reflect the ever-evolving creative
arts industry, including programs with cutting-edge contents related to Metaverse, NFTs, and
more.

In the remainder of 2022, we will continue to focus on supporting our students in their creative
arts studies. As Kevin mentioned, we expect to enter a busy application season this fall for those
who choose to further their education overseas. We are also committed to solidifying our
relationships with our institutional partners and remain confident that our first-class teaching
staff, new marketing strategies that allow us to precisely target our potential student audience,
and the efforts to streamline our internal organization structure will enable us to grow the
business.

ACG’s mission is to provide quality learning experiences that cultivate and enhance students’
creativity. We continue to believe that our offerings, top-rate staff and history of helping our
students achieve positive outcomes will differentiate us from our competitors.

With that, I’ll turn it back over to Kevin.

Mr. Kevin Ma:

Thanks, Jun and Alice.

In conclusion, we are proud to be serving a diverse student population and are pleased with the
financial results we have been able to achieve despite the challenges encountered thus far in
2022. ACG is committed to assisting our students with pursuing their goals in the creative arts
world, and we expect to continue improving and expanding our portfolio of offerings to better
serve them over the long term.

With that, operator, let’s open it up for questions.

Question-and-Answer Session

There were no questions on the call.
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Mr. Kevin Ma:

Thanks again to all of you for joining us. If anyone has questions for us, please feel free to reach
out directly to us or our investor relations firm The Equity Group. We are always available to
speak to investors and look forward to speaking with you all during our next quarterly call. Thank

you.
Operator:

This concludes today's conference. You may disconnect your lines at this time. Thank you all for

your participation.
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