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OVERVIEW

In its role as the Gallup area’s facilitator of economic planning and development,
the Greater Gallup Economic Development Corporation (GGEDC) is continuing its Call to
Action to position the Gallup-McKinley County region as a key location for investment and
production in the rapidly emerging “Hydrogen Economy.” To accelerate this Action
agenda, this year’s Economic Roundtable will focus on up-to-date local and state efforts
to secure federal designation and funding for the Western Inter-State Hydrogen Hub
(WISHH) — with the intention of promoting the Prewitt Industrial Park as a premier
Hydrogen Energy development site. The Roundtable is set to be held in Santa Fé on the
27™ of January, 2023.

The Greater Gallup Hydrogen initiative is an outgrowth of several years of research,
planning and development related to the anticipated — and now actual — market-driven
de-commissioning of the Escalante Generating Station, with a proactive eye to retaining
and re-purposing this major industrial asset to transition from coal-fired power generation
to renewable/sustainable alternatives. By staying abreast with regional, national and
global trends in the energy industry, and in consultation with private and public economic
leaders at the cutting edge of these trends, the GGEDC became aware of the emergence
of Hydrogen technology as a viable alternative for power generation. The planning and
development work has benefited heavily from the participation, input and support of a
number of critical public and private sector partners.

While it is clear that the State of New Mexico is formally “all in” on the hydrogen
hub initiative, the commitment to “blue hydrogen” is not without controversy. The
initiative has faced resistance from some quarters, especially around the technology’s use
of a fossil fuel (natural gas), despite (a) the abundance of this natural resource and related
infrastructure in northwestern New Mexico, (b) the global demand for energy production



that exceeds current capacity from non-carbon sources, (c) the fact that most nations of
the world have adopted hydrogen technology as a key step toward a zero-carbon future;
(d) the plan by both public and private sectors players to sequester carbon dioxide by-
products, (e) the intent to develop and deploy non-carbon methods as feasible in the
future, and (f) the commitment to achieve zero carbon emissions by Year 15 of the
initiative. The position of the WISHH partners, in which GGEDC is a key player, is that
both “blue” and “green” hydrogen technologies are in the long-term mix, but that there
are rational and compelling reasons to support blue technology at this stage on the
journey to a carbon-free economy.

Inspired by the “EH2” investment by Tallgrass Energy in the Escalante Generating
Station asset for converting the facility into Hydrogen generation, the GGEDC and its
partners could readily see the competitive advantages:

e our strong east-west transportation asset anchored by Interstate-40 and the

BNSF railroad,;

e the well-managed Escalante power plant infrastructure bequeathed by EGS

owners Tri-State Generation & Transmission Association;

e the presence of abundant natural resources (natural gas) needed for hydrogen

production;

e key hydrogen energy investors ready to invest and develop in both McKinley

and San Juan Counties;

e strong support from and collaboration with public and private partners at the

regional, state and national levels;

e a clear need for economic recovery, including replacing good jobs lost during

the contraction of local mining and power generation activity; and

e strong local leadership.

It was a natural progression, then, for GGEDC to begin vetting the Hydrogen
opportunity. The 2022 Economic Roundtable held in Gallup in June 2022 brought public
and private stakeholders together to learn and collaborate around the Hydrogen
opportunity. The White Paper made the case for hydrogen development as a
“transformational” economic opportunity for Gallup, as well as for McKinley, Cibola and
San Juan Counties. It also introduced the four-state collaboration by New Mexico,
Arizona, Utah and Colorado in a “Western Inter-State Hydrogen Hub (WISHH),” being
developed to attract federal designation of and investment in a “regional clean hydrogen
hub” by the US Department of Energy. Finally, the White Paper put forward the former
Escalante Generating Station in Prewitt as “the most competitive physical asset available
in the State from which to build a new hydrogen economy” as well as the site with the
“highest potential for hydrogen hub job creation.”



On the other hand, the Strategic Target Industry Report on the Prewitt Industrial
Park, provided by Navigator Consulting in October 2022, identified substantial work
needed to “finish the due diligence” regarding preparing the Prewitt site for investment.
The consultants were very encouraging regarding the “groundswell of regional and
statewide support for (the) initiative to develop the Prewitt property as an important asset
within the framework of the State of New Mexico’s Hydrogen Hub initiative.” At the same
time, the report lifted out serious on-the-ground research work (detailed further below)
needed to address critical site factors not yet addressed in the Master Plan and
Preliminary Design provided in July 2020 by Wilson & Company.

The Navigator report acknowledged that the local community had made progress
in identifying the needed information, and it characterized the August 2022 “strategic
meeting” held at EGS as a “turning point in clarifying the many issues which Greater
Gallup faces in the development of the Prewitt property into an industrial park.” Given
the intense competition arising nationwide in hydrogen energy development, the
Navigator consultants nevertheless urged GGEDC and its partners to redouble their
efforts to complete this essential preparedness mission.

In service to this mission, the GGEDC is convening the 2023 Economic Roundtable,
“The Prewitt Industrial Park and the Western Inter-State Hydrogen Hub.”

RECENT DEVELOPMENTS & CURRENT STATUS

(1) Strategic Meeting, August 15, 2022

Building on the momentum generated by the June 3, 2022 Roundtable, “Super-
Charging the Region: Building a Transformational Hydrogen Economy,” on
August 15" the GGEDC convened a “strategic meeting” at the Escalante
Generating Station involving key stakeholders in the state and regional hydrogen
initiative. The meeting served to reinforce the collaborative energy of the
initiative and sharpened the focus on the challenging tasks ahead concerning
mitigating shortfalls and developing critical infrastructure at the Prewitt Industrial
Park as dictated by the development criteria and requirements of investors.

The centerpiece of the strategic meeting was a preliminary report by senior
representatives of Navigator Consulting regarding their Strategic Target Industry
study of the Prewitt Industrial Park properties (later submitted to GGEDC as a
final report on October 10, 2022). It was here that the stakeholders got a clear
understanding of the information gaps and on-the-ground research work yet to
be done to determine readiness of the site for investment and development.
Foremost among the shortfalls was the need for specific knowledge of the long-
term availability of water for industrial development, as well as the water and
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(2)

wastewater infrastructure needed for the site. It was here, also, that stakeholders
made specific commitments to ensure that planning and readiness tasks were
undertaken as efficiently as possible.

Strategic Target Industry Report, October 10, 2022

Following the August 15" meeting, Navigator Consulting submitted its full report
on October 10, 2022. To expand on the above summary of their findings, the
report included a robust set of recommended actions, including:

¢ Infrastructure assessment

O

O
@)
O

@)

Clarification of water rights, availability and accessibility;

Clarification of wastewater solutions on the site;

Conducting a geotechnical study of the site

Development of utility maps — preferably layered and compilable onto a
master map;

Clarification of road infrastructure as related to the site, along with a timeline
including engineering and construction, plus cost and funding.

Clarification with BNSF on plans for a rail spur to the industrial site.

e Due Diligence

O

Updating and clear titling of all documentation in the project dossier to avoid
confusion and duplication;

Development of a quality Site Map for the Prewitt industrial site
Development of a quality Utility Map, combining all utilities on a single map;
Provision of explanatory memos for any remaining infrastructure issues.

e Project Promotion

O

Updating of GGEDC marketing materials, making sure to highlight the
connection and inclusion the region’s indigenous populations;

Development of drone footage of the site, with a link on the GGEDC website;
Development of a digital industrial park portfolio (and/or hard copy
prospectus), to include a comprehensive range of information, including the
“due diligence” topics, e.g.:

=  OQOverview

= Geotechnical

= Utilities

= Labor Market

= Transportation

= Business Taxes

* Incentives & Support

* Quality of Life



(3) WISHH Concept Paper, November 4, 2022

Having formed an interstate alliance in February 2022, on November 4, 2022
Western Interstate Hydrogen Hub, LLC (WIH2), a subsidiary of Atkins, Inc.,
submitted a concept paper on behalf of the States of New Mexico, Arizona, Utah
and Colorado to the US Department of Energy outlining their joint proposal for a
new “Western Inter-State Hydrogen Hub,” or WISHH. In conjunction with this
proposal, the Governors enlisted support from the Rocky Mountain Alliance for
Next Generation Energy (RANGE), a regional organization composed of 12
research universities, 3 national laboratories and numerous community colleges
and training institutions.

Under their “regional clean hydrogen hubs” initiative, the DOE plans to award up
to $1.25 billion to each of six to ten regional projects around the nation. The
“Four Corners” is already identified as a priority region in a 2021 DOE report to
the President on “Empowering Workers through Revitalizing Energy
Communities” (see map below). The importance of the Four Corners states, and
of the Escalante/Prewitt industrial site in particular, in the national hydrogen mix
was further underscored in remarks made by senior White House staff at the
recently convened national Hydrogen Economy roundtable.
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The WISHH concept “coordinates, integrates, supplements and accelerates
hydrogen production, transport, storage and use in a sustainable and socially just
manner and promotes workforce development to create high-quality jobs for our
diverse populations.” The proposal:

includes massive hydrogen production (1,000 MT/day by Year 7 and 1,900
MT/day by Year 12) to strategically reduce carbon emissions and other pollutants
in the 4 Corners region;

triggers coordinated growth of markets and end use;

identifies 8 major hydrogen projects that link the states’ efforts, produce
hydrogen for multiple end-users and leverage current pipeline and storage
infrastructure;

includes on the project list the EH2 project planned by Tallgrass Energy for the
Escalante/Prewitt Industrial Park, the hydrogen fueling station project planned by
Libertad in San Juan County, and the sustainable farming initiative planned by
Navajo Agricultural Products Industry (NAPI);

provides for private sector investment more than equal to the $1 billion in
requested federal investment;

plans for the gradual conversion of existing power plants from coal-fired
generation to a hydrogen-methane mix, the introduction of both electrolyzing and
gas reforming technologies, and the eventual achievement of zero carbon
emissions by Year 15.

THE STRATEGY

Based on the research, consultations and emerging development plans and
investments around the Hydrogen Hub initiative, the GGEDC has promoted a strategic
path forward that:

aligns with the regional hub concept — the Western Inter-State Hydrogen Hub
(WISHH) — adopted and proposed by the Four Corners states Governors;

coordinates closely with the New Mexico Governor’s lead team on the New
Mexico component of the WISHH,;

promotes legislative actions that support investment in New Mexico’s
commitment to the WISHH;

establishes the Prewitt Industrial Park as a catalytic project site for the WISSH;

and

ensures the completion of all steps needed to meet due diligence standards
and requirements for the Prewitt industrial site.

6



TACTICAL PRIORITIES

The general hydrogen strategy having been laid out and consulted on over the past
year, the time is at hand for focused action on the critical steps needing to be taken to:

support and promote WISHH and its New Mexico component;

strengthen the “Prewitt case” as a key WISHH and New Mexico site for
hydrogen energy development by upgrading site readiness;

expand communication and coordination with the hydrogen development
projects proposed for San Juan County;

analyze, prioritize and formalize legislative strategies in coordination with
partners in the initiative; and

secure the public and private resources needed for successful development.

Coordinated efforts are already underway to support each of these tactical paths,

including:

addressing the specific information needs laid out in the Navigator Consulting

Strateqgic Target Industry Report;

completion of the next phase of the Prewitt Industrial Park master plan;

continued coordination with New Mexico’s four designated cabinet secretaries

with respect to the WISHH;

increased communication and collaboration among the northwest New Mexico

region’s economic development organizations;

initial analysis of legislative initiatives needing to be undertaken in the 2023 New

Mexico Legislative Session

o As of mid-December 2022, a number of legislative strategies were under
consideration, including investments and developments that support long-
term commercial transportation capacities that accommodate emerging
automotive technologies such as autonomous and hydrogen-powered
vehicles.

coordination with private and public partners at the national level, including an
invitation for senior White House presence at the 2023 Roundtable; and
planning and preparations for the 2023 Economic Roundtable to take place in
Santa Fé on January 27", 2023.

CONCLUSION

The 2023 Economic Roundtable is designed to bring key stakeholders up to date
on the Hydrogen Hub initiative, to inform them on action priorities and timelines, and to
engage their continued support and assistance toward achieving “mission success” for
the Greater Gallup region, the State of New Mexico and the Four Corners States.

7



