DEPARTMENT OF THE ARMY
U.S. ARMY CORPS OF ENGINEERS
441 G STREET, NW
WASHINGTON DC 20314-1000

JUL 2 3 2026

The Honorable Sam Graves

Chairman, Committee on Transportation
and infrastructure

United States House of Representatives

2165 Rayburn House Office Building

Washington, D.C. 20515-0001

Dear Chairman Graves:

As required by Section 1132 of the Water Resources Development Act (WRDA) of
2016 (Public Law (PL) 114-322), | am enclosing a copy of the Matagorda Ship Channel
Improvement Project, Port Lavaca, Texas Section 902 Post Authorization Change
Report which documents the need to increase the authorized project cost from
$220,656,000 (fiscal year [FY] 2020 price level) to a project first cost of $615,567,000
(FY 2026 price level).

Under a separate letter, and in accordance with Executive Order 12322 dated
September 17, 1981, the Assistant Secretary of the Army (Civil Works) will provide his
report and the advice from the Office of Management and Budget on how the proposed
modification relates to the policy and programs of the President, the Economic and
Environmental Principles and Guidelines for Water and Related Land Resources
Implementation Studies, and other applicable laws, regulations, and requirements
relevant to the planning process.

{ am sending an identical letter to The Honorable Shelley Moore Capito, Chairman,
Senate Committee on Environment and Public Works. Thank you for your support of
the U.S. Army Corps of Engineers Civil Works program.

Sincerely,

(—bt% . Kelly =

Major General, U.S. Army
Deputy Commanding General
for Civil and Emergency Operations

Enclosure



DEPARTMENT OF THE ARMY
U.S. ARMY CORPS OF ENGINEERS
441 G STREET, NW
WASHINGTON, DC 20314-1000

CECW-ZB 23 JUL 706
MEMORANDUM FOR ASSISTANT SECRETARY OF THE ARMY (CIVIL WORKS)

SUBJECT: Matagorda Ship Channel Improvement Project, Port Lavaca, Matagorda and
Calhoun Counties, Texas, Validation Report and Supplemental Environmental Impact
Statement

1. References

a. SACW Memorandum for Commanding General, Subject: Matagorda Ship Channel
Improvement Project, Texas, Validation Report and Supplemental Environmental
Impact Statement, National Economic Development (NED) Policy Exception Request,
dated 25 March 2026

b. CECW-ZA Memorandum, Recommendation for Approval of National Economic
Development (NED) Plan Exception for Matagorda Ship Channel Improvement Project,
Port Lavaca, Texas, Validation Report and Supplement Environmental Impact
Statement, dated 25 November 2025

2. Purpose. To provide for your review and concurrence the enclosed Matagorda Ship
Channel Improvement Project (MSCIP) Validation Report and Supplemental
Environmental Impact Statement {(VR/SEIS). The report presents a revised cost
estimate and updated analysis of the authorized project to support the authorization of a
new project cost. The report documents the need to increase the authorized project cost
from $220,656,000 (October 2019 price levels) to $615,567,000 (October 2025 price
levels). The recommended changes necessitating the increase to the cost limit imposed
by section 902 of the Water Resources Development Act of 1986, as amended (33
U.S.C. §§ 2280), are not within the existing authority of the project.

3. Authorized Project. The MSCIP was authorized in Public Law 116-260 of Title IV —
Water Resource Development Act (WRDA) of 2020, Section 401, (1) Navigation. The
26-mile MSCIP is located 125 miles southwest of Galveston, Texas and 80 miles
northeast of Corpus Christi, Texas. The northern reach of the MSCIP is located in
Calhoun County and the southern reach and Entrance Channel are in Matagorda
County. The MSCIP is comprised of an Entrance Channel about four miles long from
the Gulf through a man-made cut across Matagorda Peninsula, with dual jetties at the
entrance from the Gulf. The GIWW intersects the channel ~2.5 miles north of the cut
through Matagorda Peninsula. The bayside channel is about 22 miles long across
Matagorda and Lavaca Bays with a turning basin at Point Comfort. The entrance
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SUBJECT: MATAGORDA SHIP CHANNEL IMPROVEMENT PROJECT, Port Lavaca,
Matagorda and Calhoun Counties, Texas, Validation Report

Channel has a 300’ bottom width and is maintained at a depth of -40’ plus three feet of
advance maintenance depth and two feet of allowable over-depth. Through Matagorda
Peninsula, the MSCIP is authorized to a depth of -38’, with a 300’ bottom width.
Generally, in Matagorda and Lavaca Bays, the channel has a 200’ wide bottom width
and is authorized to a project depth of -38', plus two feet of advance maintenance depth
and an additional two feet of allowable over-depth outside the advance maintenance
dredging prism. The primary turning basin is maintained to a depth of -38" and is 1,000’
by 1,000'.

4. Post-Authorization Change. Pre-Construction, Engineering and Design activities
began in fiscal year (FY) 2020 with initial Federal funding of $253,939,000. As a result
of new hydro-surveys in 2022, a volume discrepancy was found; the actual new work
volumes needed for the authorized plan was 38,196,959 cubic yards (cy), as opposed
to those reported in the feasibility report of 20,963,397 cy. New work volumes were off
by approximately 45.12% or 17.23 million cubic yards. Following this discovery, USACE
determined that a supplemental Environmental Impact Statement (SEIS) would be
prepared because of the substantial changes to the proposed action that are relevant to
environmental concerns and bearing on the proposed action or its impacts. The USACE
determined that the appropriate way to move forward was with an integrated Validation
Report and Supplemental Environmental Impact Statement (V/SEIS), and the previous
Record of Decision (ROD) was rescinded. The Galveston District determined that the
changes to the authorized project are not within the Chief's Discretionary Authority and
that a new congressional authorization with an updated cost is required.

5. Policy Exception. Memorandum dated 25 March 2026, from the Assistant Secretary
of the Army for Civil Works, ASA(CW), (reference 1a) was a response to the NED
exception request from USACE (reference 1b) to approve an NED exception based on
national defense priorities outlined in EO 14154, and the strategic importance of this
project in ensuring American energy independence.

6. Project Justification. The authorized project was not economically justified under the
increased total project cost estimate, but the ASA(CW) approved a National Economic
Development (NED) Exception (reference 1a). At current October 2025 price levels and
based on a 3.25 percent discount rate and a 50-year period of analysis, the project has
equivalent annual benefits of $16,700,000 and equivalent annual costs of $36,466,000.
Equivalent annual net benefits total -$19,755,000, and the benefit-to-cost ratio is 0.46
with a remaining benefit/remaining cost ratio of 0.46. The project is justified by its
significant contributions to national security, energy independence, and economic
resilience, which are not fully captured in the economic analysis.

7. Environmental Compliance. The SEIS for the project has been prepared and
released to the public for review on 02 Jul 2026. A Record of Decision has been
coordinated with the Office of the Assistant Secretary of the Army (Civil Works) and is
available for signature or delegation. Environmental and cultural resources compliance
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has been completed, including the Magnuson-Stevens Act, Clean Water Act, Coastal
Zone Management Act, and National Historic Preservation Act. The Fish and Wildlife
Coordination Act (FWCA), and the Endangered Species Act (ESA) has been completed
for the majority of the project, however, there is a continued FWCA and ESA
coordination requirement regarding the creation of Bird Island, one of the placement
areas. In a letter dated 13 March 2026, the U.S. Fish and Wildlife Service (USFWS)
provided concurrence with the proposed project, with a carveout for the Bird Island
component. To prevent project delays, USFWS informed USACE they will conduct a
phased review, allowing initial project phases to begin while design plans for Bird Island
are finalized. In a concurrent email, USFWS provided a specific list of information
needed to support its analysis of Bird Island, which USACE will investigate during the
Pre-Construction Engineering & Design (PED) phase. If it is determined during PED that
the creation of Bird Island is infeasible to implement, Placement Area (PA) 18/19 is
anticipated to have the capacity for the new work dredge material. If necessary, the PA
18/19 alternative will be analyzed further during PED, and any subsequent
environmental compliance will be obtained at that time.

8. Recommendation. | report that the project remains technically feasible,
environmentally acceptable, and justified based on the benefits provided. This project
will directly support national defense priorities outlined in Executive Order 14154
(Unleashing American Energy) and will play a pivotal role in strengthening national
security by increasing our nation’s ability to export energy products and improve the
energy trade balance with allies. | recommend the enclosed validation report be
transmitted to Congress as a basis for increasing the authorized project cost of the
Matagorda Ship Channel Improvement Project, Port Lavaca, Matagorda and Calhoun
Counties, Texas to $615,567,000 (October 2025 price levels).

Enclosure @%N

Maijor Ger:ie ~J.S. Army
Deputy Commanding General
for Civil and Emergency Operations



DEPARTMENT OF THE ARMY
U.S. ARMY CORPS OF ENGINEERS
441 G STREET, NW
WASHINGTON DC 20314-1000
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MEMORANDUM For Assistant Secretary of the Army (Civil Works)

SUBJECT: Matagorda Ship Channel Improvement Project, Port Lavaca, Texas, Section
902 Post Authorization Change Report

1. The final Report of the Deputy Commanding General for Civil and Emergency
Operations (DCG-CEOQ) for the subject project is provided for notification to the
Administration and transmittal to Congress.

2. You will find additional enclosures including a draft letter to the Office of
Management and Budget and Congress and draft letters to the Speaker of the House of
Representatives and to the President of the Senate.

3. If you have any questions, please contact me, or have a member of your staff

contact Ms. Stacy Gray, Command Integration Element Chief for Southwestern Division,
at Stacy.L.Gray@usace.army.mil.

11 Encl(s) Q‘ON .KEL

1. Signed Report of the DCG-CEO Major General, U.S. Army

2. Project Placemat Deputy Commanding General

3. Briefing Slides for Civil and Emergency Operations
4. Report Summary

5. Non-Federal Sponsor’s Letter of

Support/Financial Capability

Legal/Peer Review Certification

Documentation of Review Findings

Environmental Compliance Documentation

Final Validation Report

10 Draft ROD

11.Draft Letters to OMB, Speaker of the
House, President of the Senate
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