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The making, shaping and treating of 
the Sago coal mine disaster

Jan•6•2006 11:29AM

By Maria Guzzo

PITTSBURGH -- The deadly accident at International Coal Group Inc.'s 
Sago Mine in Tallmansville, W.Va., last week might not mean an end 
to the company's health, industry analysts said, but it has certainly 
cast a dark cloud over both ICS and the industry as a whole.

Jim Thompson, managing editor of Coal & Energy Price Report, 
Knoxville, Tenn., said he doesn't anticipate any long-term effect from 
the accident on ICG's operations or value, although the immediate 
impact was being felt by ICG and its industry counterparts. "Stories 
like this can't have a positive impact on any company," he said. "On 
the other hand, the way things work in this country is that after the 
headlines, no matter how tragic, people do move to the next story."

ICG's stock price dropped to $8.85 a share on the New York Stock 
Exchange late Friday, down 6.8 percent from the $9.50-a-share level 
recorded at the close of business Dec. 30, the last day of trading 
before the accident. Other coal producers have seen their stock values 
follow a similar path since the accident.

However, Christopher Ecclestone, an analyst at New York-based 
investment research firm Hallgarten & Co., indicated that the decline 
in ICG's stock value, in particular, isn't just a temporary blip caused by 
the accident. Investors have shied away from ICG even since its initial 
public offering last year, he said, despite surging coal prices.

Indeed, a closer look at the company's stock shows the current stock 
price marks a nearly 29-percent decline from the $12.45 logged Nov. 
21, its first day of trading on the NYSE.

"I can't really understand (why) people are running away from it," 
Ecclestone said, adding that current coal prices are among the highest 
they've been in years.

Thompson agreed that ICG's stock has struggled since its IPO late last 
year. "A lot of that has to do with the fact that recently Wall Street has 
been most comfortable with coal companies that have been around, 
who are big and proven players," he said. "I think also Wall Street has 
really been focused on mining costs as opposed to market prices. A 
year ago, the focus was market prices."

Mining costs in central Appalachia tend to be very high because mining 
conditions are more difficult-coal seams are thinner-than in other parts 
of the country, Thompson said, adding that Appalachia also has more 
labor and equipment issues because the mines and equipment are 
older.

Another black mark can be spotted in the less-than-stellar safety 
record at the Sago Mine, which the company inherited when it finalized 
its acquisition of bankrupt Anker Coal Group Inc. in late November at 
the time of its IPO (AMM, Nov. 22). The 800,000-tonne-a-year coal 
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