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Tulikivi Corporation     

Interim report 1 January – 30 September 2014: Demand down, profitability up 
24 October 2014, 10.00 a.m. 
 
- The Tulikivi Group’s third-quarter net sales were EUR 9.8 million (Q3/2013: EUR 12.1 million), 
the operating profit in the third quarter was EUR 0.2 (0.0) million and the result before taxes was 
EUR 0.0 (-0.3) million. The operating result before non-recurring expenses was EUR 0.5 (0.6) 
million.  
- The Group’s net sales for the reporting period 1 January - 30 September 2014 were EUR 28.6 
million (1 January – 30 September 2013: EUR 31.9 million), the operating result was EUR -2.2 (-
2.5) million and the result before taxes was EUR -2.8 (-3.3) million. The reporting period operat-
ing result before non-recurring expenses was EUR -1.0 (-1.9) million.  
- Net cash flow from operating activities was EUR -4.8 (0.2) million in the reporting period. 
- Order books at the end of the period stood at EUR 4.2 (5.3) million. 
- Future outlook: As a consequence of the weak market conditions, Tulikivi Corporation’s sales 
have not performed as well as expected. Net sales for 2014 are expected to total approximately 
EUR 40 million (EUR 43.7 million in 2013). The company expects to post an operating loss of 
about one million euros (EUR -4.3 million in 2013). The level of demand for Tulikivi products is 
closely linked to changes in consumer confidence and in the construction sector. The perfor-
mance improvement programme that started in 2013 includes production and sales efficiency 
measures and cost-saving measures. The results of these measures will begin to show during the 
period 2014-2016.  
 
 

 
 
 
Comments by Heikki Vauhkonen, Managing Director: 

In Finland, net sales declined in the third quarter due to weakened consumer confidence and the 
low volume of low-rise housing construction starts and renovation projects. Net sales in Central 



  2 (15) 

  

 

 
 
 

Europe were also down as a result of the uncertain financial situation and weak fireplace sales in 
the spring. However, despite the challenging market situation, net sales in Russia increased. 

In early autumn, the completely renewed ceramic fireplace collection was launched, and it was 
well received by both consumers and dealers. Net sales also continued to grow for the company’s 
other new products, such as saunas and the new-generation Hiisi fireplace collection, in spite of 
the challenging market.  

The progress made with the performance improvement programme in the third quarter helped to 
improve the company’s relative profitability on the previous year’s level. In addition to savings in 
fixed costs, the performance improvement programme includes a reorganisation of production. 
The centralisation of the soapstone fireplace production implemented earlier in the spring 
achieved the profitability levels set as targets. The profitability targets for the reorganisation of 
ceramic fireplaces will be met during the last quarter. Thus the measures taken will improve prof-
itability in the second half of the year.  

The flow of orders from Finland in the third quarter was weaker than the previous year as a result 
of further weakened consumer confidence. The flow of orders from the export areas in the third 
quarter was at the same level as the previous year. Tulikivi’s order books at the end of the report-
ing period amounted to EUR 4.2 (5.3) million. 

Owing to the weak market conditions, the impact of the sales efficiency measures that form part 
of the performance improvement programme will be felt more slowly than anticipated in 2015 
and 2016. In 2015, further measures will be taken to increase exports and improve profitability.  
 
 
Interim report, 1 January - 30 September 2014 
 
Operating environment  
 
The demand for fireplaces in Finland was weakened by the reduced level of low-rise housing con-
struction and renovation projects and by poor consumer confidence. The slow pace of economic 
recovery has not yet boosted the fireplace market in Central Europe, following the prolonged 
economic recession.  
 
Tulikivi’s order books at the end of the reporting period amounted to EUR 4.2 (5.3) million. 
 
 
Net sales and result 
 
The Tulikivi Group’s third-quarter net sales were EUR 9.8 million (Q3/2013: EUR 12.1 million), 
the operating profit was EUR 0.2 (0.0) million and the result before taxes was EUR 0.0 (-0.3) 



  3 (15) 

  

 

 
 
 

million. As a result of adjustments to production and a reduction in fixed costs, the relative profit-
ability of operations improved in the third quarter, and the operating result before non-recurring 
expenses was EUR 0.5 (0.6) million. These adjustments resulted in non-recurring expenses of 
EUR 0.3 (0.6) million for the third quarter.  
 
The Group’s net sales in the reporting period 1 January - 30 September 2014 were EUR 28.6 
million (1 January – 30 September 2013: EUR 31.9 million), the operating result was EUR -2.2 (-
2.5) million and the result before taxes was EUR -2.8 (-3.3) million. The operating result before 
non-recurring expenses was EUR -1.0 (-1.9) million in the reporting period. Earnings per share 
for the period were EUR -0.04 (-0.07).  
 
Net sales in Finland in the reporting period were EUR 13.6 (15.8) million, or 47.4% (49.5%) of 
total net sales. Exports amounted to EUR 15.0 (16.1) million in net sales. The principal export 
countries were Russia, Sweden, France, Germany and Belgium.  
 
 
Performance improvement programme 
 
On 8 August 2013 Tulikivi issued a stock exchange release announcing a performance improve-
ment programme to improve its annual operating result before non-recurring expenses by EUR 7 
million on 2013 by the end of 2015. The programme includes measures to rationalise production, 
reduce costs and boost sales. Owing to the weak market conditions, the impact of the sales effi-
ciency measures that form part of the performance improvement programme will be felt more 
slowly than anticipated. Therefore it is expected that the performance improvement of EUR 7 
million will be achieved by the end of 2016. 
 
The performance improvement programme generated non-recurring expenses of EUR 2.9 million 
in 2013 and EUR 1.2 million in the January – September 2014 reporting period. The programme 
is expected to generate further non-recurring expenses of about EUR 0.1 million in 2014.  

The performance improvement programme has helped to improve the company’s relative profit-
ability on the previous year. This performance improvement was achieved mainly through savings 
in fixed costs. The centralisation of soapstone fireplace production and the reorganisation of ce-
ramic fireplace production have been completed. These measures will improve profitability in the 
second half of the year.  
 
 
Financing 
 
Cash flow from operating activities before investments was EUR -4.8 (0.2) million. Committed 
working capital increased by EUR 4.2 (-0.6) million during the reporting period. The increase in 
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the committed working capital in the reporting period compared with the turn of the year was 
due to the increase of EUR 2.3 million in trade receivables, the increase of EUR 0.3 million in in-
ventories as well as the decrease of EUR 1.6 million in trade payables and short-term provisions. 
Working capital totalled EUR 9.7 (8.7) million at the end of the reporting period. The growth in 
working capital compared to the figure at the end of September in the previous year was a result 
of a decrease of EUR 1.2 million in trade payables and short-term provisions. Interest-bearing 
debt was EUR 21.1 (26.0) million, and net financial expenses were EUR 0.6 (0.8) million. The eq-
uity ratio was 38.6 (30.1) per cent. The improvement of the equity ratio was mainly due to the 
share issue in autumn 2013. The ratio of interest-bearing net debt to equity, or gearing, was 
101.1 (137.3) per cent. The current ratio was 1.5 (1.4). Equity per share was EUR 0.31 (0.42). 
 
At the end of the reporting period, the Group’s cash and other liquid assets were EUR 2.4 (4.6) 
million. The amount of credit limits in use is EUR two million.  
 
The company has several finance providers with which it has separate credit agreements. The 
company’s credit agreements include financial covenants that concern the equity ratio, the ratio 
of interest-bearing debt to EBITDA and the ratio of net debt to EBITDA. The covenants will be 
examined again on 31 December 2014. The company meets the covenants associated with the 
equity ratio as of 31 December 2014. The management estimates that the company will not 
meet the covenants concerning the ratio of interest-bearing debt to EBITDA and the ratio of net 
debt to EBITDA as of 31 December 2014. Consequently, the company has negotiated a waiver 
from the covenant on the ratio of interest-bearing debt and EBITDA as well as a waiver from the 
non-recurring expenses resulting from the ratio of net debt and EBITDA as of 31 December 
2014. Negotiations with financers regarding the financing and related covenants for 2015-2018 
are underway.  
 
 
Investments and product development  
 
The Group’s investments in the reporting period came to EUR 1.8 (1.1) million, and investments 
in the performance improvement programme accounted for EUR 0.9 million of this figure. The 
investments planned for the whole year amount to approximately EUR two million, of which in-
vestments related to the performance improvement programme will total approximately EUR one 
million.  
 
Research and development expenditure was EUR 1.1 (1.2) million, or 3.7% (3.8%) of net sales. 
EUR 0.2 (0.2) million of this was capitalised in the balance sheet. As decided in the performance 
improvement programme, product development focused on the commercialisation of the new 
ceramic fireplace collection. 
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Personnel 
 
The Group employed an average of 262 (295) people during the reporting period. Salaries and 
bonuses during the period totalled EUR 8.2 (9.4) million. The salaries during the reporting period 
included EUR 0.4 million in non-recurring expenses. The Tulikivi Group has an incentive pay 
scheme for all personnel. It also operates a stock option scheme for management and key per-
sonnel. 
 
 
Annual General Meeting 
 
Tulikivi Corporation’s Annual General Meeting, held on 2 April 2014, resolved not to distribute a 
dividend on the 2013 financial year. Nella Ginman-Tjeder, Olli Pohjanvirta, Markku Rönkkö, Pasi 
Saarinen, Harri Suutari, Heikki Vauhkonen and Anu Vauhkonen were elected as members of the 
Board of Directors. The Board elected Harri Suutari as its Chairman. The auditor appointed was 
KPMG Oy Ab, Authorised Public Accountants, with Kirsi Jantunen, APA, acting as chief auditor.  
 
The Annual General Meeting authorised the Board of Directors to decide on issuing new shares 
and on the transfer of Tulikivi Corporation shares held by the company in accordance with the 
proposals of the Board. Tulikivi can issue new shares or transfer treasury shares held by the com-
pany as follows: a maximum of 10,358,248 Series A shares and 1,616,000 Series K shares.  
 
The authorisation also includes the right to undertake a directed rights issue deviating from the 
shareholder’s right of pre-emption, provided that from the company’s point of view there is a 
valid and compelling reason for the deviation. The authorisation also includes the right to decide 
on a bonus issue to the company itself, where the number of shares issued to the company is no 
more than one tenth of the total number of the company’s shares. 
 
The authorisation also includes the right to issue special rights referred to in Chapter 10, section 
1 of the Limited Liability Companies Act, which would give entitlement to Tulikivi shares against 
payment or by setting off the receivable. The authorisation includes the right to pay the compa-
ny’s share rewards. The Board is authorised to decide on other matters concerning share issues. 
The authorisation is valid until the 2015 Annual General Meeting. 
 
 
Treasury shares 
 

The company did not purchase or assign any treasury shares during the reporting period. At the 
end of the period, the total number of Tulikivi shares held by the company was 124,200 Series A 
shares, corresponding to 0.2 per cent of the company’s share capital and 0.1 per cent of all vot-
ing rights.  
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Near-term risks and uncertainties 
 
A substantial weakening of the economic environment in Tulikivi’s principal market areas is the 
Group’s most significant risk. A decrease in new construction and renovation projects in Finland 
could affect the demand for fireplaces. The effects of the Ukraine crisis may have a significant 
impact on the economies of Russia and the EU.  
 
Maintaining the Group’s financing position at the present level and securing the continuation of 
financing will depend on an improvement in profitability in the future. If the company’s business 
operations and result do not develop as well as expected, the repayment of its debt may create a 
greater burden on the company’s cash flow than was anticipated. The company’s management 
will evaluate and monitor the amount of financing available for operations to ensure that the 
company has sufficient liquid funds to finance its operations and repay its maturing debt. Delays 
in the planned schedule of measures under the performance improvement programme would 
cause a significant risk to the company’s profit performance and financing position.  
  
Construction legislation is currently being revised in the EU. New country-specific energy effi-
ciency provisions that comply with the EU’s energy efficiency policies will come into force during 
2014 and could influence the competition between different forms of heating and thus the de-
mand for fireplaces in different markets. 
 
As regards the company’s foreign currency risk, the most significant currencies are the U.S. dollar 
and Russian rouble. About 90 per cent of the company’s cash flow is in euros, which means the 
company’s exposure to foreign currency risks is very low. The foreign currency risk is hedged with 
foreign exchange forward contracts regarding the Russian rouble.  
 
 
Future outlook 
 

As a consequence of the weak market conditions, Tulikivi Corporation’s sales have not performed 
as well as expected. Net sales for 2014 are expected to total approximately EUR 40 million (EUR 
43.7 million in 2013). The company expects to post an operating loss of about one million euros 
(EUR -4.3 million in 2013).  
 
The level of demand for Tulikivi products is closely linked to changes in consumer confidence and 
in the construction sector. The performance improvement programme that started in 2013 in-
cludes production and sales efficiency measures and cost-saving measures. The results of these 
measures will begin to show during the period 2014-2016.  
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Segment reporting 
 
In connection with the performance improvement programme, the organisation has been stream-
lined and the Fireplace and Interior Stone businesses have been integrated. Therefore, as of the 
beginning of 2014, the company is no longer reporting these segments separately. 
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Notes to the Consolidated Financial Statements 
 
The figures contained in the financial statements release have not yet been audited. 
 
This interim report release has been prepared in accordance with the IAS 34 Interim Financial 
Reporting standard. The IFRS accounting principles applied in preparation of these interim finan-
cial statements are the same as those applied by Tulikivi in its consolidated financial statements as 
at and for the year ended December 31, 2013. The key performance ratios and share ratios are 
calculated using the same methods as for the consolidated financial statements for 2013. The 
calculations rules can be found in the 2013 annual report, page 90. 
 
 

 
 
 
The fair value of derivatives is the gain or loss for closing the contract based on market rates at 
the balance sheet date. Derivatives are classified as level 2 in the fair value hierarchy. Available for 
sale financial assets are investments in unlisted shares. They are valued at acquisition cost be-
cause their value cannot be reliably determined. 
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Share capital 
Share capital by share series 
 
 Number of % of  % of  Share, 
 shares shares voting EUR of 
   rights share 
    capital 
K shares (10 votes) 7 682 500 12.8 59.5 810 255 
A shares (1 vote) 52 188 743 87.2 40.5 5 504 220 
Total 30 Sept., 2014 59 871 243 100.0 100.0 6 314 475 
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There have been no changes in Tulikivi Corporation´s share capital during the period. According to 
the articles of association the dividend paid for Series A shares shall be 0.0017 EUR higher than 
the dividend paid on Series K shares.  The Series A share is listed on the NASDAQ OMX Helsinki 

Ltd.  The number of the shares in the company´s possession at the end of period was 124 000 

series A shares.  

 
Related party transactions 
The following transactions with related parties took place:  
EUR 1000   1-9/14  1-9/13 
Sales of goods and services to  
associated companies and related parties  -  - 
Purchases associated companies   83  54   
Leases from related parties  8  82  
Sales of goods and services to related parties  -  - 
Outstanding receivables from related parties  -  - 
Sales to related parties  -  - 
Debts owed to related parties  -  - 
 
Transactions with other related parties 
Tulikivi Corporation is a founder of the Finnish Stone Research Foundation.  
The company has leased offices and storages from the property owned by the Foundation and 
North Karelia Educational Federation of Municipalities. The rent paid for these facilities was EUR 
178 (176) thousand in the period. The rent corresponds with the market rents. The service 
charges and land lease from the Foundation were 5 (10) thousand Euros.  Outstanding receiva-
bles from the Foundation amounted EUR 0 (0) thousand. 
 
Key management compensation 
EUR 1000 1-9/14  1-9/13 
Salaries and other short-term employee 
benefits of the Board of Directors 
and Managing Directors 277  309  
Other short  term employee   
benefits 21  49    
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Largest shareholders on September 30, 2014 
Name of shareholder   Shares Proportion  
    of total 
     vote   
Vauhkonen Heikki  6 857 310 45.8 % 
Elo Mutual Pension Insurance Company  4 545 454 3.5 % 
Mutual Pension Insurance Ilmarinen  3 720 562 2.9 % 
Elo Eliisa  3 108 536 5.7 % 
Investment Fond Taaleritehdas  
Taaleri Finland Value  2 878 787 2.2 % 
Varma Mutual Pension Company  2 813 948 2.2 % 
Finnish Cultural Foundation  2 258 181 2.5 % 
Investment Fond Phoebus  1 797 811 1.4 % 
Mutanen Susanna  1 643 800 6.8 % 
Fennia Mutual Insurance Company  1 515 151 1.2 % 
Other shareholders  28 731 703 25.8 % 
 
 
The companies included in the Tulikivi Group are the parent company Tulikivi Corporation, AWL-
Marmori Oy, Tulikivi U.S. Inc. and OOO Tulikivi  and Tulikivi GmbH. The New Alberene Stone Com-
pany, Inc, which currently has no business operations, is also a Group company. The parent com-
pany has a permanent office in Germany, Tulikivi Oyj Niederlassung Deutschland. The Group has 
interests in associated company Rakentamisen MALL Oy. The former associated company Stone 
Pole Oy was liquidated in 2014. 
 
TULIKIVI CORPORATION  
 
Board of Directors 
 
Distribution: NASDAQ OMX Helsinki 
Key media 
www.tulikivi.com 
 
Additional information:  
- Heikki Vauhkonen, Managing Director, tel. +358 207 636 555 
 
 

 
 


