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发言人1   00:00
Welcome to CAL. Education groups is got twenty twenty seven first quarter earnings conference call, but you need assistance facing a conference does by pressing this starkey, follow by zero. After today's presentation, there will be an opportunity questions. 

发言人1   00:18
Have a question you may press stars and one on your telephone key. Bad, try your question, please press stars and two, please be informed. Today's conference is being recorded. 

发言人1   00:29
Our now at the handy conference over them is fan lu, investor relations director. Thank you. Please go ahead. Thank you all for joining us today's votel education groups first quarter fiscal year twenty twenty seven earning conference. 

发言人1   00:46
The earnings release was contributed earlier today, and you may find a copy on the company's air website or through the newsroom. During this call, you will hear from mister alex town, president and chief financial officer, and mr. Jackson, deputy chief financial officer. 

发言人1   01:07
Following the proper reMarks is pm. Anything will be available to answer your questions before we continue your please note that today's discussions will contain all looking statements. Mate, under the public provision of the U. 

发言人1   01:23
S. National security litigation reform APP of nineteen ninety five for looking statements asceptic to rise and uncertainties that may cause actual results to defer materially from a current expected business. Potential rates and uncertainties include, but are not limited to, those outline in our public filings with the SPC. 

发言人1   01:46
For more information about these risks and uncertainties, please referred to our farmers with AFTC, also are early here, and this call include discussions of certain nuts financial measures. Please rethink you are earn to love, which contain a reconsideration of the now get measure to the most directly comparable get measures. I would like to turn the call over a two, mister alex. 

发言人1   02:16
pm. alex. Please ahead. Thank you, fang, and thanks to everybody for drawing today's conference call. As we embark on fiscal year twenty twenty seven, we remain focused on our key priorities of high quality worth discipline execution in continuous efficiency improvement. Our mission is to empower students and nurture their holistic development. 

发言人1   02:45
Guided by this mission, we are further refining our offerings, strengthening our Operational capabilities and applying technology to across the evolving needs of students, their families and this society. We believe this commitment will unlock the potential of individual learners while driving high quality growth and sustainable profitability. Learning services remain the cornerstone of our business, delivering high quality learning experiences to our users across both online and offline platforms. 

发言人1   03:24
Along side that we are developing our content solutions business to reach more users without propriety and food party times. Together, these two pillars create an integrated learning journey, Fostering longer, deeper and stronger user engagement. Our first quarter performance reflected process across both learning services and content solutions. 

发言人1   03:53
Let me first give us our offline learning services. We're continue to see healthy growth in请关注公众号思维纪要社，更多纪要请加V西安20210130。Now offline pay you learning programs, building on our deeper expertise, human teacher development system and strong organization capabilities. 

发言人1   04:20
What's that these programs apart is the face to face interaction with the teachers and students, particularly the empathy, encouragement and real connection that our teachers provide every day. These human centric elements Foster hire, engagement, motivation and the learning experience that other forms can match. We have business sustained demand for offline programs to serve this demand, where expanding our learning center network discipline this quarter, we focus on strengthening our presence in the existing cities to prepare for summer season. 

发言人1   05:08
Today, we Operated forty four cities across chinese mainland as well as select international market with over six hundred learning centres in total. Our online enrichment learning business also made steady progress. We continue to refine our programs with enhance horse offerings and more interactive teaching approaches. 

发言人1   05:35
This technology empowered approach from engaging and personalized learning series, helping sustain user engagement and Foster greater interest in learning. Revenue from learning devices business grew year over year in the quarter, driven by our dual focus or strengthen ing product capabilities and intense ing go to market execution. In july, we lost the new t six series. 

发言人1   06:07
Our latest black ship cabinet model features major Operators across the AI experience, content and hardware. These innovations said the direction of our ongoing product induration by building learning device and that Better and understand students needs provide personalized garden and faster self directed learning as our learning device portfolio and user base continues to expand. Key engagement metrics remained stable and healthy. 

发言人1   06:46
In the first quarter, weekly active learning devices exceeded two million units with a weekly active rate of around eighty percent and average daily active usage of about one hour per device. With that over be, let me turn to our financial performance for the quarter. We delivered robot top and boat line growth in the first quarter. 

发言人1   07:15
Our net revenge were什么汉字，fifty eight million us dollars were five billion, one hundred ninety one million RN, A, representing a year over year increase of thirty two percent and twenty five percent in us dollar and RMB terms respectively. Our non gap income from Operations was one hundred forty nine million us. Dollars, we representing a year over year increase of four hundred and nine two percent. 

发言人1   07:48
Our non gap Operating margin increased to nineteen point six percent from four point four percent for the same period last year. This profitability improvement reflects rather Operating lovers and lower fails and market and costs made possible by the strength of our services and products, our non government. That income attributable total reached four hundred twenty million us dollars for the quarter. 

发言人1   08:22
These healthy results highlights ability to optimize core Operations and go and more efficient Operating model, reinforcing our confidence in achieving high quality world and creating long term value. I will now hand the call over to Jackson, will provide more details on our Operational developments across port of flowing and review our financial results for the first fiscal quarter. Jackson, over to you. 

发言人1   08:54
Thank you, ox. I would discuss our Operating progress across our core business lies and then review of financial results for the first cycle quarter. Many start with all offline pale enrich ment programs in the first quarter. 

发言人1   09:15
Pale learning programs continues to deliver year over year revenue growth, consistent service quality and brought user recognition. Drill study you with your growth a student in roman order to feedback from students and parents continues to reaffirm the value we provide. We continued to explain our learning network at a measured pace during the quarter. 

发言人1   09:51
Our priority is to maintain service quality and Operating efficiency as we grow. We evacuate local demand, user reductively organization capability and overall business health when making expansion decisions. This allows us to serve more users while maintaining a healthy and sustainable Operating more. 

发言人1   10:25
In the first quarter, pails overall business and financial health remains solid. We expect this business to continue rolling at a steady pace while remaining and efficient. Are pretty mom. 

发言人1   10:45
Turning to online enrichment learning. We continued to leverage technology to improve how students learn and interact in our life states. During the porter, we will find our products with enhances horse offerings, more interactive learning experiences tailored to student online learning needs. 

发言人1   11:13
These Operates make the learning progress more responsive and engaging, driving a more personal life learning journeys that let me discuss our learning device business. IT delivered a year over year revenue growth, reflecting our continued progress, product development, user experience and go to market execution. We remain focused on building a plea and differentiated proto portfolio that meet users diverse learning me. 

发言人1   11:58
Recently, we launched the new three six series to Better support student thinking process and inspire self directed learning. The key upgrade is the enhance ed AI learning companion for recorded courses, which provides free class guidance, real time feedback, post class summaries and question and answer support. The companion also features AI given that Taylor, the study plans and AI generated notes acting as both a learning partner and I personalized study coach. 

发言人1   12:50
We have also encouraging the content Operations for the TC flag international edition with expanded global educational resources and cause materials on a whole. In front, the tibia series features upgraded ultra high resolution displayed backed by ten respected eye protection certifications. IT is also the first learning device globally to receive S, G, S certification for natural, giving students a clearer and more comfortable express. 

发言人1   13:36
Next, I would like to walk you through our key financial results for the first fiscal quarter. Please note that all financial data for the quarter are an obit. That revenues were five hundred and fifty eight million years dollars, or five billion one hundred and twenty one million RNB, representing a year over a year increase of thirty two percent and twenty five percent in us dollar and RMB terms, respectively. 

发言人1   14:14
Cost of reviews increased by two and three percent year over year to three hundred and twenty million years dollars on a non gap basis, including share base compensation expenses. Cost of reviews also increased by twenty four percent year over year to three hundred twenty million us dollars. Worse, profit increased by the thirty nine percent year over a year to four hundred and thirty eight million us dollars. 

发言人1   14:47
Gross, Martin, for the first quarter of fiscal year twenty twenty seven was fifty seven point eight percent compared to fifty four point nine percent in the same period of the prior year. Turning to Operating expenses. Selling a marketing expenses decreased by five percent year over year to a hundred and seven two million us. 

发言人1   15:14
Dollars on a non gap basis. Excluding share based compensation expenses, selling a marketing expenses also decreased by five percent year over year to a hundred fifty nine and eight years dollars, representing a, representing twenty two percent of total revenue compared to thirty one percent in the same parent last year. General and administrative expenses increased by seven percent year over a year to one hundred and twenty nine million us dollars on a non gap basis. 

发言人1   15:58
Excluding share base to compensation expenses, general administrative expenses also increased by seven percent over year to a hundred and twenty one million us dollars, represent fifteen percent of total net revenues compared to twenty percent in the same period last year. TOTO share based compensation expenses allocated to the related Operating cost and expenses were twelve thousand us dollars in the first quarter of fifty year twenty twenty seven compared to eleven million dollars in the same period last year. Income from Operations were one hundred and thirty seven million years dollars in the first quarter fiscal year twenty twenty seven compared to fourteen million us dollars in the same period last year. 

发言人1   17:00
Get income from Operations, which excludes share based compensation expenses, was one hundred and forty nine million us dollars compared to twenty five million us. Dollars in the same year and last. That income attributable to tell was four hundred and and eight million us dollars in the first quarter of the good year twenty twenty seven compared to thirty one million us dollars in a fame period last year. 

发言人1   17:32
Non get that income attributable to tow, which excludes sharped compensation expenses, was four hundred and twenty million us dollars compared to forty two million us dollars热风period大学。Moving onto a baLance ship as a may thirty first twenty twenty six s the company had approximately one point six billion us dollars of cash and cash equivalent, one point two billion us. Dollars of short investment and three hundred and six million years dollars in current and no current restricted cash. 

发言人1   18:17
I would deferred revenue baLance with approximate one point two billion us. Dollars as of the end of the first fiscal quarter. Now turn to a cash protein. That cash provided by Operating activities for the first part of fiscal year twenty twenty seven was four hundred and seven, eight million years dollars. Finally, I would like to briefly address our sure repurchase program. 

发言人1   18:52
In july twenty twenty six, the company's part of directors approved a twelve month extension of its shared with purchase program originally launched in july twenty twenty five. Under the extended program, the company may spend up to approximately three hundred and ninety three point seven million us. Dollars to be purity of common shares through july twenty eight, twenty twenty seven. 

发言人1   19:28
Between April twenty third, twenty twenty six and july twenty eight, twenty twenty six, the company we purchase approximate one point two million commercials at an aggregate consideration of approximately forty one years stores. In terms of overwatched capital adulteration strategy, we will continue to take a prudent and baLance the approach where our business development needs, investment opportunities with financial position and market conditions. That includes my review. 

发言人1   20:10
I will not now turn the back then to pull back to alex with comments on our strategy. And now alex with help. Thanks, Jackson. 

发言人1   20:20
I like to share a few thoughts on our outlook and strategy. Looking head to the full fiscal year twenty, twenty seven will continue to build on the progress we have made. Our priorities are unchanged. 

发言人1   20:36
High optic worth disappoints, ecus and continuous efficiency improvement from an Operation of ten point. We will keep strengthen ing execution across all of our businesses. This means refining our offerings, enhancing our go to market strategies and further building our organization capabilities. 

发言人1   21:02
Technology will continue to play a keyboard, helping us improve the learning experience, streamline Operation and boost efficiency. Financially, we are focused on achieving sustainable, high quality growth and stronger long term competitiveness rather than pursuing growth for its own thing. Building the solo progress we achieved in the first quarter. 

发言人1   21:31
We remain committed to improving efficiency in Operating margin for the full physical year in short, but doesn't disappoint, growth will continue, efficient games we ain to improve Operating leverage, delivers sustained profitability improvement and build a more impression Operating model for the long term group. That concludes my prepare reMarks. Operator, we are ready to open the call for questions. 

发言人1   22:05
Yes, thank you. We will now begin the question and answer session to ask a question. We can start then one on your telephone keypad. 

发言人1   22:13
If you are using a speaker phone, please pick up your hands up before pressing the keys. Anytime your questions and address you would like, you would drop, please press star than two. This time, we have pause voluntarily to some other roster. 

发言人1   22:28
And today's first question, consent jane with you. yes. And he has good evening sense. Many were for taking my question and can ground unless strong pullouts. Um my problem is regarding our pale offline business. 

发言人1   22:45
Um so could you please share some color on pales business momentum, including current renewal plans over our business house um then sending expansion plans and also in um and looking ahead ah how shall we think about peos girls to decorate over the next two, three years and what are the key girls liver is behind? Thank you. Next year, and this is alex lamia, take this question. 

发言人1   23:17
Um so in the first quarter, uh, i'll tell you all, find business really continue to deliver double dit year over year growth, right? It's the first thing I wanted register. Um consider them with the strategy. I think we ve talked about the strategy previously. Um we really continued to prioritize the overall health of our paul phone programs and the Operating efficency of our learning center network. Um so if you take the payer enrich ment learning um as an example, right um the recent不是match um IT remained healthy at over eighty percent in the first quarter，which was consistent with you know the previous year. So as we talk about this earlier, you know what technology and AI continue to shape of the future of education. 

发言人1   24:23
We believe the human interaction really remains an essential part of the learn and the so building on this belief um we continue to strengthen our organizational capable bodies around what we call the human intensity of that learning experience the human intensity uh uh but you know of course, we also leverage technology to enhances both the classroom experience and the teaching um the efficency of um the delivery of the teaching um so for example uh we continue to Operate and will out our um you know dual a smart large and fall spring solution in our enrich ment learning center classrooms um you know through the small screen students can participate in interactive learning games um you know they earn pots. They stay more engaged and they stay more motivated to out the class um and they can also have performance that learning journey recorded across the entire lesson so we also continue to strengthen our curricula development, you know something we've been very so fast and committed to over the past decade. Enhance our products and improve our services as remain these remain the fundamental driver of our long term competitiveness where you know expLoring offerings across different age groups and additional subjects um based on you know um demand the future progress of what parents of students may need will continue to develop our teaching talent um which you know again is key key to the human intensity and expand our learning center network um so well you know bring a broader range of offline learning programs to more student. 

发言人1   26:39
So looking at her um we remain confident that outline PU learning programs will continue to孤儿外的。Healthy pace over the longer term，supported by our product capabilities, solid demand for offline learning and the still fragmented offline market. So american, I hope that answer your question. 

发言人1   27:07
And alex are very helpful. Thank you. Thank you. 

发言人1   27:13
And the next question, constantly out of golden facts. great. Uh good evening, alex and uh, Jackson. Thank you for taking my question and congress on the very strong results this quarter. Uh, my question is regarding the learning devices, the intra wondering, uh, how do you view the oral demand trend? Uh, what is disco year in this civic market? 

发言人1   27:37
Uh, what are the strategic priorities and the profitable level of your learning device business? And this year we are seeing uh, soft ter electrics market, including the learning devices demand and also the bomb cost uh increase quite a bit. Just wondering, uh, what is your latest strap in this business segment? And how do you buy our a volume pricing and margins with in this learning device segment? Thank you. 

发言人1   28:06
Thanks to me. This is alex. Let me take this one as well. Um so you ask a complex question up about a very complex set of dynamics in the market. Um let me try to attack that. 

发言人1   28:19
Um but let me first I just share some color on our recent financial performance and the trend we see. Um so learning device revenue grew year over year in the first quarter. Uh, the business also saw an improvement in the bottom line. 

发言人1   28:39
Uh, we think that really reflects the Operational initiatives uh, we've be implemented as well as the training uh of defer revenue in recognition OK. So you know II said, you know there's a set of complex dynamics in the market and you know and this performance was really，really achieved in the miss of that you know complex and evolving market. The learning device market continues to be shared by you, respectable competition, shifting consumer sentiment and yeah as you are rising component cost. 

发言人1   29:25
Um so we really see all of these result in increased market volatility, and we expect these dynamics to perfect into fiscal year twenty twenty seven. So for you know, this fiscal year, this special year twenty twenty seven will continue to drive the overall margin profile of the learning dev business. Um you know in response to hire memory trip cost, uh, we're taken some proactive measures to optimize our mentally uh streamline SK use. 

发言人1   30:06
And we find our product portfolio. Um you know I think we are also driving greater Operating efficiency and also greater disappoint, I would say, across their organization. So together, you know you look at these initiatives, they're really intended to mitigate, I would say, mitigate the cost pressures um while preserving our long term competition. 

发言人1   30:34
So if I take a step back and look at those from a longer term strategic perspective um at their core, the learning devices they really need deliver strong value to users. The empower students with AI driven personalization and self directed burning for um they also brought access for the students to our propriety and told party content. So you know combine with our services, the learning devices they really create and more integrate to learning um yes, they drive longer, deeper, stronger user engagement, right? You know I share some the numbers earlier on the call. 

发言人1   31:26
We now have as the first order over two million devices the week weekly active usage of eighty percent and we average about an hour party vice per day. So these really say they brought in access to more students are and they drive longer, deeper and stronger user engagement. So this is really why we remain committed uh, to continue strategic investment in the space as we explore the, I will call the convergence of education and technology. 

发言人1   32:04
Um so tim thing I hold that answer a question. sure. Thank you, Alice. 

发言人1   32:12
Thank you. And then I present condition with C, I, C, C. Good evening, alex and Jackson. Thank you for taking my question. Congratulations on this strong quarter so we can see first, product revenue and profitability can in well ahead of our patient. 

发言人1   32:35
Could you provide more color on revenue growth and profitability? In addition, could you share any further color for the rest of this physical year? thanks. Thank you for the question. This is jack and let me ah let me take this one. 

发言人1   32:54
Uh so so first on top line revenue growth, um I think we've discussed this a few times um and in the actually quarters um you know asked the scale of the business expense. You have seen our growth way Normalize over the last few quarters ah and we expect growth rate to uh continue to moderate in in the next corner. Um let me offer a bit more color on on business level growth. 

发言人1   33:30
Uh if you look at pale of flying um learning services business uh, which by the way remains the largest revenue contributor, uh IT delivered another quarter of double stage rua. Uh this performance was driven by study demand, consistent service quality, broad user recognition and ongoing expansion of learning um as well learning device business. Um as I to talk about, we are Operating in an evolving market shaped by changing competitive dynamics, shifting user sentiment um and writing component costs. 

发言人1   34:24
Um we expect these trends to over the next several quarters, and we expect market conditions to remain. We are committed to serving more users and delivering more learning hours through our learning devices. Our priorities are to strengthen the product experience and to improve Operating efficiency. 

发言人1   34:56
We believe discipline education, excuse me, we believe disciplined execution across those product and Operations will position the business world of a sustainable law. Uh now as for profitability and improvement, our profitability remains an important priority for last fiscal twenty twenty seven. Um as always, we view profitability as the result of both value creation and Operator efficiency. 

发言人1   35:33
This requires us to consistently deliver vertical products, services, tool users while driving Operational excEllence across the company. At the company level, we're seeing Operating leverage materialize uh at all business scale uh and adult business processes. It's a more efficient year, the year uh. 

发言人1   36:00
This allows us to manage our expenses with created discipline and improve overall profitability. Um looking ahead, um we remain committed to achieving improvement in profitability ah this year versus last. Um if you recall, if you compare all a no get Operating margin uh in fiscal twenty six verses fiscal twenty five uh full year, our non gap Operating margin improved by approximately eight percentage points this year. 

发言人1   36:39
In fiscal twenty seven, we aim to continue to achieve improvements in Operating margin. I hope I answer your question. Thank you, Jackson. 

发言人1   36:54
That's helpful. Thank you. And then express from from elsey shank with C. 

发言人1   37:03
L. S. A. Uh, thank you, alex and Jackson and fan. Uh, my question is, uh, I noticed there is a big increase in other income this quarter. 

发言人1   37:13
Could you explain on that as well as the significant increase in the lon term investment? Or if you look at the baLance sheet? Thank you. 

发言人1   37:26
I see. Thank you for the question. This is jack and let me also take this one. Um you know I would say as a part of capital uh allocation strategy, we maintain an investment for um that aid uh both enhancing shareholder returns um and supporting business development. 

发言人1   37:51
This portfolio ranges from traditional of management products to minority equity stakes and occasionally uh full out full of acquisitions as you have seen in the recent years. Um else you ask about other income uh in the past quarter graduations for some of our uh investment holdings and that's the primary driver of a an increase in AA other income. Uh while these games contributed positively to our financial results，I would just emphasize again that they are driven by market movements and may not recur uh in future um in terms of the the the increase in long term investments, our baLances that reflects two things. 

发言人1   38:49
One is higher valuations for some of the investment holdings and two, ongoing capital deployment into a portfolio. We remain disciplined in allocating capital, two opportunities that a line with our long term objectives while managing risks calling然后再就是化学。Thanks is very clear and congratulations the result. 

发言人1   39:25
Thank you. And then expressing custom any wrong with Morgan family? Hi, uh, alex Jackson. Thank you for taking my question uh my questions regarding the shareholder. 

发言人1   39:40
Uh, I want to act on top of the and uh by action, do we have a more formal and holistic capital return policy and especially I think in the past to you know on the US. Listed right ashly IT. Pretty too high to part of very volatile sentiment has been change a lots. 

发言人1   40:06
Uh, so will we have any plan to increase the size of as thEpace of shops we put in the in the next year or in the longer time? Thank you. And he thank you for the question. 

发言人1   40:24
This is jack. And let me also take this one um first, while I would just say returning value to our shareholders remain an important part of the overall capture allocation framework. Um we take a protein and baLances approach wearing our visit to government needs, business opportunities, financial position and market condition. 

发言人1   40:50
Ah regarding share purchase share purchase programs. Uh if you look at last year，we we executed roughly uh two hundred and twenty two hundred and ten million years dollars and share by back over the last uh twelve month was roughly forty one million of that in the past quarter. Um we expect to keep executing our share with purchase power and in a cousin and disciple manner um in line was an overall capital allocation. 

发言人1   41:31
And already, 请关注公众号思维纪要社，更多纪要请加V西安20210130。Looking ahead, we intend to implement A, A more systematic and regular approach to returning capital touch holders ultimately or focuses on delivering and ongoing and relatively stable stream of value to reward those who hold long term conviction in our company, as always, will continue to provide family disposals on our purchase activities and keep investors informed of all progress. 然后不是说化学。这个就是文学。

发言人1   42:23
Thank you. And this concludes a question in another session. I would like to turn the prospect over the management funding closing comments. 

发言人1   42:32
Again, thanks to everybody for joining us today, and we'll see you again next quarter. ba. bye. 

发言人1   42:41
Thank you. The conference is now concluded. Thank you for attending today's presentation. May now disconnect your lives. 
