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CERTIFIED MAIL - RETURN RECEIPT REQUESTED

PR 0 7 2008

Ross D. Ain

Senior Vice President
Caithness Long Island, LLC.
565 Fifth Avenue. 29" Floor
New York. NY 10017

Re:  Prevention of Significant Deterioration of Air Quality (PSD)
Caithness Long Island Energy Center

Dear Mr. Ain:

On October 5, 2005, the U.S. Environmental Protection Agency (EPA). Region 2 Office,
received a complete PSD application from Caithness Long Island, LLC to construct a new 346
MW combined cycle electric generating facility in Brookhaven, New York known as the Caithness
Long Island Energy Center (CLIEC).

On December 16, 2005, EPA issued a preliminary determination. subject to public review.
to approve the PSD permit. The 30-day public comment period for this draft permit commenced
upon publication of EPA's preliminary determination in Newsday on Monday, December 19. 2005
and extended until Wednesday. January 18, 2006. The EPA received comments submitted by TRC
Environmental Corporation on your behalf dated January 19, 2006. Since these comments were
submitted after the close of the public comment period, they are not considered timely. EPA has,
however, reviewed vour comments, responded, and where appropriate made changes to the permit
conditions as reflected in this final permit. However. while we have exercised our discretion to
consider your comments, they are not timely and cannot serve as a basis for appeal.

The EPA concludes that this final permit meets all applicable requirements of the PSD
regulations codified at 40 CFR §52.21, and the Clean Air Act (the Act). Accordingly, 1 hereby
approve CLIEC's PSD permit for a 346 MW electric generating facility. This letter and its
attachment represent EPA's final permit decision. The permit conditions are delineated in
Enclosure I. Enclosure II contains EPA’s response to comments on the draft permit.

This final permit decision may be challenged under the Consolidated Permit Regulations.
codified at 40 C.F.R. Part 124 which apply to EPA’s processing of this permit decision. However.
since no comments were submitted during the public comment period administrative review is
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available only to the extent of the changes from the draft to the final permit. Any petition for
review under this part must be made within thirty (30) days of the service of notice of the final
permit decision. The petition for review shall include a statement for the reasons supporting that
review and shall adhere to the standards outlined in 40 C.F.R. § 124.19(a)(1) and (2).

All persons petitioning for administrative review must file the original and one (1) copy of
the petition for review with the Environmental Appeals Board at the following address:

For Regular Mail:

U.S. Environmental Protection Agency

Clerk of the Board, Environmental Appeals Board (MC 1103B)
Ariel Rios Building

1200 Pennsylvania Avenue, N.W.

Washington, D.C. 20460-0001

For Hand-Carried and Federal Express Mail:
Colorado Building

1341 G. Street, NW

Suite 600

Washington, D.C. 20005

Phone number: (202) 233-0122
A copy of the administrative review request must also be sent to:

Steven C. Riva, Chief

Permitting Section

Air Programs Branch

U.S. Environmental Protection Agency
Region 2

290 Broadway — 25" Floor

New York, NY 10007-1866

(212) 637-4074

For purposes of judicial review under the Act, final agency action occurs when a final PSD
permit is issued or denied and the administrative review procedures are exhausted. Notice of the
Agency’s final action with respect to this permit will be published in the Federal Register. Judicial
review of this final action is available by the filing of a petition for review in the United States
Court of Appeals for the appropriate circuit within 60 days of the date of the Federal Register
notice. Only those persons who petitioned EPA under the administrative procedures may petition
for review in the Court of Appeals. Under section 307(b) of the Act, this final agency action shall
not be subject to judicial review in civil or criminal proceedings for enforcement.




Since changes were made to the draft permit, this final permit will become effective 30 days
after the service of notice unless review is requested under §124.19. If a petition for review of the
final agency action is filed, the permit will not become effective until a decision on the petition is
rendered by the Environmental Appeals Board.

If you have any questions regarding this letter, please call Mr. Steven C. Riva, Chief,
Permitting Section, Air Programs Branch, at (212) 637-4074.

Sincerely, /' /

=

2 - L7
L= M
Walter E. Mugdan, Director
Division of Environmental Planning and Protection

Enclosures

cc: Kevin Kispert, NYSDEC
Kevin Maher, TRC
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The Caithness Long Island Energy Center (CLIEC) Project is subject to the following conditions.

Permit Expiration

This PSD Permit shall become invalid if construction:

A. has not commenced (as defined in 40 CFR Part 52.21(b)(9)) within 18 months of the
effective date of this permit;

B. is discontinued for a period of 18 months or more; or

C. is not completed within a reasonable time.

Notification of Commencement of Construction and Startup

The Regional Administrator (RA) shall be notified in writing of the anticipated date of initial
startup (as defined in 40 CFR Part 60.2) of the facility not more than sixty (60) days nor less
than thirty (30) days prior to such date. The RA shall be notified in writing of the actual date
of both commencement of construction and startup within fifteen (15) days after such date.

Plant Operations

All equipment, facilities, and systems installed or used to achieve compliance with the terms
and conditions of this PSD Permit, shall at all times be maintained in good working order
and be operated as efficiently as possible so as to minimize air pollutant emissions. The
continuous emission monitoring systems required by this permit shall be on-line and in
operation 95% of the time when the emissions sources are operating. CLIEC shall
demonstrate initial and continuous compliance with the operating, emission and other limits
according to the performance testing and compliance assurance and all other requirements
of this permit.

Right to Entry

Pursuant to Section 114 of the Clean Air Act (Act), 42 U.S.C. §7414, the Administrator
and/or his/her authorized representatives have the right to enter and inspect for all purposes
authorized under Section 114 of the Act. The permittee acknowledges that the Regional
Administrator and/or his/her authorized representatives, upon the presentation of credentials
shall be permitted:
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A. toenter at any time upon the premises where the source is located or in which any records
are required to be kept under the terms and conditions of this PSD Permit;

B. at reasonable times to access and to copy any records required to be kept under the terms
and conditions of this PSD Permit;

C. to inspect any equipment, operation, or method required in this PSD Permit; and

D. to sample emissions from the source relevant to this permit.

Transfer of Ownership

In the event of any changes in control or ownership of facilities to be constructed, this PSD
Permit shall be binding on all subsequent owners and operators. The applicant shall notify
the succeeding owner and operator of the existence of this PSD Permit and its conditions by
letter, a copy of which shall be forwarded to the Regional Administrator.

Operating Requirements and Stack Parameters

A

1.

Combustion Turbine and Duct Burner

The Siemens Westinghouse 501F combustion turbine shall be limited to a maximum
design heat input rate of 2,221 million British Thermal Units per hour (mmBtu/hr) when
firing natural gas and 2,125 mmBtu/hr when firing distillate oil, based on the higher
heating value (HHV) of the fuel.

Except for startup and shutdown, the combustion turbine shall only be allowed to operate
at or above 75% load.

While the combustion turbine (CT) is firing natural gas, the Heat Recovery Steam
Generator (HRSG) may combust natural gas in the duct burner up to a maximum heat
capacity of 494 mmBtu/hr, HHV.

While the combustion turbine is firing fuel oil and during fuel switching, the HRSG may
combust natural gas in the duct burner up to a maximum heat input capacity of 369
mmBtu/hr, HHV.

The duct burner may operate a maximum of 4,380 hours during any 12-month
consecutive period.
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6. For the purposes of this PSD permit, startup and shutdown shall be defined as:

a.

Startup for the combustion turbine is defined as the period beginning with the
initial firing of fuel in the combustion turbine combustor and ending at the time
when the load has increased to 75% of base load. Startups with the auxiliary
boiler are defined as those starts in which the auxiliary boiler is operating and the
air cooled condenser pressure is less than 15 inches of mercury absolute, the HP
drum pressure is greater than or equal to 75 pounds per square inch (psig) and the
IP drum pressure is at least 35 psig.

For any startup without the auxiliary boiler, the duration shall not exceed 199
minutes for any given cold startup (>48 hours since shutdown), 199 minutes for
any given warm startup (between 12 to 48 hours since shutdown) and 102
minutes for any given hot startup (12 hours or less since shutdown). For any
startup with the auxiliary boiler, the duration shall not exceed 115 minutes for
any given cold startup or warm startup and 102 minutes for any given hot startup.

Shutdown for the combustion turbine is defined as the period of time beginning
with the load decreasing from 75% of peak rated load and ending with the
cessation of operation of fuel flow to the combustion turbine. The duration of
any shutdown shall not exceed 90 minutes.

During startup and shutdown of the combustion turbine, CLIEC shall comply
with all mass emission limits in Section VIII of this permit except for NOx, CO
and PM/PM-10. CLIEC shall also comply with the opacity limit during each
startup and shutdown. For NOyx, CO and PM/PM-10, CLIEC must comply with
the emission limits specified in items e through | below during startup and
shutdown. The total number of startup-shutdown cycles for the combustion
turbine shall be limited to 260 during any consecutive 12-month period, out of
which a maximum of 20 can be on oil.

For natural gas startups without the auxiliary boiler, NOx, CO and PM/PM-10
total emissions shall be limited to 488 Ibs, 2,813 Ibs and 75 Ibs, respectively for
cold and warm startups. Compliance shall be determined by taking the total
pounds per event as measured by the CEMS for NOx and CO.



Page 4 of 20
ENCLOSURE I

CAITHNESS LONG ISLAND, LLC
CAITHNESS LONG ISLAND ENERGY CENTER

Final Permit

f.  For natural gas startups with the auxiliary boiler, NOx, CO and PM/PM-10 total
emissions shall be limited to 191 Ibs, 1,083 Ibs and 51 Ibs, respectively for cold
and warm startups. Compliance shall be determined by taking the total pounds
per event as measured by the CEMS for NOx and CO.

g. For natural gas startups with or without the auxiliary boiler, NOx, CO and
PM/PM-10 total emissions shall be limited to 127 Ibs, 891 Ibs and 26 Ibs,
respectively for a hot startup.

h. For fuel oil startups without the auxiliary boiler, NOx, CO and PM/PM-10 total
emissions shall be limited to 1,136 Ibs, 3,757 Ibs and 745 Ibs, respectively for
cold and warm startups. Compliance shall be determined by taking the total
pounds per event as measured by the CEMS for NOx and CO.

i.  For fuel oil startups with the auxiliary boiler, NOx, CO and PM/PM-10 total
emissions shall be limited to 413 Ibs, 1,781 Ibs and 557 Ibs, respectively for cold
and warm startups. Compliance shall be determined by taking the total pounds
per event as measured by the CEMS for NOx and CO.

j. For fuel oil startups with or without the auxiliary boiler, NOx, CO and
PM/PM-10 total emissions shall be limited to 277 Ibs, 1,520 Ibs and 266 Ibs,
respectively for a hot startup.

k. For each shutdown while the combustion turbine is firing fuel oil, NOx, CO and
PM/PM-10 total emissions shall not exceed 156 Ibs, 850 Ibs and 113 Ibs,
respectively.

I.  For each shutdown while the combustion turbine is firing natural gas, NOx, CO
and PM/PM-10 total emissions shall not exceed 77 Ibs, 511 Ibs and 12 Ibs,
respectively.

. Atall times, including periods of startup, shutdown, and malfunction, CLIEC shall
use best practices to maintain and operate the combustion turbine, including
associated air pollution control equipment, in a manner consistent with good air
pollution control practice for minimizing emissions. Determination of whether
acceptable operating and maintenance procedures are being used will be based on
information available to EPA and/or NYSDEC which may include, but is not limited
to, monitoring results, opacity observations, review of operating and maintenance
procedures, and inspection of the plant.
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8. Exhaust gases from the combustion turbine/duct burner shall be directed to a single

stack that rises to 170 feet above grade with a flue diameter of 20 feet.

B. Auxiliary Boiler

1.

3.

The auxiliary boiler shall be limited to a maximum design heat input rate of 29.4
million British Thermal Units per hour (mmBtu/hr) when firing natural gas and 28.0
mmBtu/hr when firing fuel oil.

The auxiliary boiler may operate up to a maximum of 4,800 hours during any
12-month consecutive period.

As part of the total 4,800 hours of operation, the auxiliary boiler may fire fuel oil for
a maximum of 400 hours during any 12-month consecutive period.

Exhaust gases from the auxiliary boiler shall be directed to a stack that rises to 170
feet above grade with a flue diameter of 2.0 feet.

C. Fuel Gas Heater

1.

The fuel gas heater shall be limited to a maximum design heat capacity of 4.32
million British Thermal Units per hour (mmBtu/hr).

Exhaust gases from the fuel gas heater shall be directed to a stack that rises to 26 feet
above grade with a flue diameter of 1.33 feet.

D. Emergency Diesel Fire Pump

1.

The emergency diesel fire pump shall be limited to a maximum design heat capacity
of 2.24 million British Thermal Units per hour (mmBtu/hr).

The emergency diesel fire pump may operate up to a maximum of 4 hours per day
and 375 hours during any 12-month consecutive period.

Exhaust gases from the emergency diesel fire pump shall be directed to a stack that
rises to 7.25 feet above grade with a flue diameter of 0.5 feet.
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VII. Euel Requirements

A. Combustion Turbine and Duct Burner
1. The combustion turbine shall only burn natural gas and/or low sulfur distillate oil.
2. The duct burner shall only burn natural gas.

3. The natural gas burned in the combustion turbine and duct burner shall have a
maximum sulfur content of 0.35 grains per 100 standard cubic feet (gr/dscf).

4. The sulfur content of the distillate oil burned in the combustion turbine shall not
exceed 0.04 percent by weight.

5. The maximum amount of distillate oil burned in the combustion turbine shall not
exceed 10,928,571 gallons during any consecutive 12-month period.

B. Auxiliary Boiler
1. The auxiliary boiler shall only burn natural gas and/or low sulfur distillate oil.

2. With the exception of turbine startups, the auxiliary boiler shall not operate
simultaneously with the combustion turbine.

3. The natural gas burned in the auxiliary boiler shall have a maximum sulfur content
of 0.35 grains per 100 standard cubic feet.

4. The sulfur content of the distillate oil burned in the auxiliary boiler shall not exceed
0.04 percent by weight.

5. The maximum amount of distillate oil burned in the auxiliary boiler shall not exceed
95,714 gallons during any 12-month consecutive period.

C. Fuel Gas Heater

1. The fuel gas heater shall only burn natural gas with a maximum sulfur content of 0.35
grains per 100 standard cubic feet.
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D. Emergency Diesel Fire Pump

1. The emergency diesel fire pump shall burn low sulfur fuel oil with a maximum sulfur
content of 0.04 percent by weight.

2. The maximum amount of fuel oil burned in the fire pump shall not exceed 6,000
gallons during any 12-month consecutive period.

VI1II. Emission Limitations

A. Combustion Turbine and Duct Burner

1. Oxides of Nitrogen (NOx)

a.

The concentration of NOx in the exhaust gas during natural gas firing of the CT
both with and without supplemental firing of the HRSG shall not exceed 2.0
parts-per-million by volume on a dry basis (ppmvd), corrected to 15% oxygen
and 0.0076 Ibs/mmBtu.

The NOx concentration in the exhaust gas during fuel oil firing of the CT with no
supplemental firing of the HRSG shall not exceed 6.0 ppmvd, corrected to 15%
oxygen and 0.025 Ibs/mmBtu.

The NOx concentration in the exhaust gas during fuel oil firing of the CT and
supplemental firing of the HRSG shall not exceed 6.8 ppmvd, corrected to 15%
oxygen and 0.027 Ib/mmBtu.

2. Carbon Monoxide (CO)

a.

The concentration of CO in the exhaust gas during natural gas firing of the CT
and no supplemental firing of the HRSG shall not exceed 2.0 ppmvd, corrected
to 15% oxygen and 0.0047 Ib/mmBtu.

The concentration of CO in the exhaust gas during natural gas firing of the CT
with supplemental firing of the HRSG shall not exceed 2.0 ppmvd, corrected to
15% oxygen and 0.0046 Ib/mmBtu.
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The concentration of CO in the exhaust gas during fuel oil firing of the CT at
loads between 90% and 100% load and no supplemental firing of the HRSG shall
not exceed 2.0 ppmvd, corrected to 15% oxygen and 0.0050 Ib/mmBtu.

The concentration of CO in the exhaust gas during fuel oil firing of the CT at
loads greater than or equal to 75% and less than 90% load with no supplemental
firing of the HRSG shall not exceed 4.0 ppmvd, corrected to 15% oxygen and
0.010 Ib/mmBtu.

The concentration of CO in the exhaust gas during fuel oil firing of the CT and
supplemental firing of the HRSG shall not exceed 4.0 ppmvd, corrected to 15%
oxygen and 0.010 Ib/mmBtu.

3. Particulate Matter/Particulate Matter with an aerodynamic diameter of less than or

equal to 10 micrometers (PM/PM-10)

a.

The mass emission rate of PM/PM-10 in the exhaust gas during natural gas firing
of the CT and no supplemental firing of the HRSG shall not exceed 11.7 Ib/hr
and 0.0055 Ib/mmBtu.

The mass emission rate of PM/PM-10 in the exhaust gas during natural gas firing
of the CT and supplemental firing of the HRSG shall not exceed 17.0 Ib/hr and
0.0066 Ib/mmBtu.

The mass emission rate of PM/PM-10 in the exhaust gas during fuel oil firing of
the CT at loads between 90% and 100% load and no supplemental firing of the
HRSG shall not exceed 98.3 Ib/hr and 0.051 Ib/mmBtu.

The mass emission rate of PM/PM-10 in the exhaust gas during fuel oil firing of
the CT at loads greater than or equal to 75% and less than 90% load with no
supplemental firing of the HRSG shall not exceed 98.3 Ib/hr and 0.061
Ib/mmBtu.

The mass emission rate of PM/PM-10 in the exhaust gas during fuel oil firing of
the CT and with supplemental firing of the HRSG shall not exceed 100.3 Ib/hr
and 0.041 Ib/mmBtu.
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Sulfur Dioxide (SO,)

a.

The gas fired mass emission rate of SO, in the exhaust gas with no supplemental
firing of the HRSG shall not exceed 2.4 Ib/hr and 0.0011 Ib/mmBtu.

The gas fired mass emission rate of SO in the exhaust gas during supplemental
firing of the HRSG shall not exceed 2.9 Ib/hr and 0.0011 Ib/mmBtu.

The oil fired mass emission rate of SO, in the exhaust gas with no supplemental
firing of the HRSG shall not exceed 88.9 Ib/hr and 0.042 Ib/mmBtu.

The oil fired mass emission rate of SO, in the exhaust gas during supplemental
firing of the HRSG shall not exceed 89.3 Ib/hr and 0.036 Ib/mmBtu.

Sulfuric Acid Mist (H,SO4)

a.

The gas fired mass emission rate of H,SO, in the exhaust gas with no
supplemental firing of the HRSG shall not exceed 0.9 Ib/hr and 0.0004
Ib/mmBtu.

The gas fired mass emission rate of H,SO, in the exhaust gas during
supplemental firing of the HRSG shall not exceed 1.1 Ib/hr and 0.0004 Ib/mmBtu

The oil fired mass emission rate of H,SO, in the exhaust gas with no
supplemental firing of the HRSG shall not exceed 31.8 Ib/hr and 0.015
Ib/mmBtu.

The oil fired mass emission rate of H,SO, in the exhaust gas during supplemental
firing of the HRSG shall not exceed 31.9 Ib/hr and 0.0128 Ib/mmBtu.

Opacity

Opacity of emissions shall not exceed 20% except for one period of not more than 6
minutes in any 60-minute interval when the opacity shall not exceed 27%.
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B. Auxiliary Boiler

1.

Oxides of Nitrogen (NOx)

a.

NOx emissions during natural gas firing of the auxiliary boiler shall be
controlled through the use of low NOx burners and flue gas recirculation to a rate
no greater than 0.011 Ibs/mmBtu.

NOx emissions during fuel oil firing of the auxiliary boiler shall be controlled
through the use of low NOx burners and flue gas recirculation to a rate no greater
than 0.10 Ibs/mmBtu.

Carbon Monoxide (CO)

a.

CO emissions during natural gas firing of the auxiliary boiler shall be controlled
through good boiler design and good combustion practices to a rate no greater
than 0.036 Ib/mmBtu.

CO emissions during fuel oil firing of the auxiliary boiler shall be controlled
through good boiler design and good combustion practices to a rate no greater
than 0.039 Ib/mmBtu.

Particulate Matter/Particulate Matter with an aerodynamic diameter of less than or

equal to 10 micrometers (PM/PM-10)

a.

PM/PM-10 emissions during natural gas firing of the auxiliary boiler shall be
controlled through the use of low sulfur fuels and shall not exceed 0.0033
Ib/mmBtu.

PM/PM-10 emissions during fuel oil firing of the auxiliary boiler shall be
controlled through the use of low sulfur fuels and shall not exceed 0.015
Ib/mmBtu.

Sulfur Dioxide (SO,)

a.

SO, emissions during natural gas firing of the auxiliary boiler shall be controlled
through the use of low sulfur fuels and shall not exceed 0.0005 Ib/mmBtu.
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b. SO, emissions during fuel oil firing of the auxiliary boiler shall be controlled
through the use of low sulfur fuels and shall not exceed 0.041 Ib/mmBtu.

Opacity

Opacity of emissions shall not exceed 20% except for one period of not more than 6
minutes in any 60-minute interval when the opacity shall not exceed 27%.

C. Fuel Gas Heater

1.

Oxides of Nitrogen (NOx)

NOyx emissions from the heater shall be controlled with forced draft low NOx burners
to a rate not to exceed 0.050 Ib/mmBtu.

. Carbon Monoxide (CO)

CO emissions shall be controlled by the use of good combustion controls and shall
not exceed 0.098 Ib/mmBtu.

Particulate Matter/Particulate Matter with an aerodynamic diameter of less than or
equal to 10 micrometers (PM/PM-10)

PM/PM-10 emissions shall be controlled through the use of low sulfur fuel to a rate
no greater than 0.0088 Ib/mmBtu.

Sulfur Dioxide (SO,)

SO, emissions shall be controlled by the use of low sulfur fuels to a rate no greater
than 0.0011 Ib/mmBtu.

Opacity

Opacity of emissions shall not exceed 20% except for one period of not more than 6
minutes in any 60-minute interval when the opacity shall not exceed 27%.
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D. Emergency Diesel Fire Pump

1.

Oxides of Nitrogen (NOx)

NOx emissions shall be controlled by the use of good combustion practices and shall
not exceed 1.97 Ib/mmBtu.

Carbon Monoxide (CO)

CO emissions shall be controlled by the use of good combustion practices and shall
not exceed 0.09 Ib/mmBtu.

Particulate Matter/Particulate Matter with an aerodynamic diameter of less than or
equal to 10 micrometers (PM/PM-10)

PM/PM-10 emissions shall be controlled by the use of low sulfur fuels and shall not
exceed 0.03 Ib/mmBtu.

Sulfur Dioxide (SO,)

SO, emissions shall be controlled by the use of low sulfur fuels and shall not exceed
0.040 Ib/mmBtu.

Opacity

Opacity of emissions shall not exceed 20% except for one period of not more than 6
minutes in any 60-minute interval when the opacity shall not exceed 27%.

IX. Pollution Control Equipment and Opacity Measurement

1. Each unit shall operate in accordance with its design specified parameters. This includes
continuously operating all proposed control devices in a manner consistent with good air
pollution control practice for minimizing emissions.

2. For the combustion turbine and duct burner, CLIEC shall install and utilize low NOx
burners for natural gas firing and a water injection system for fuel oil firing. CLIEC shall
monitor the water to fuel ratio to ensure proper control of NOx emissions. In addition to
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the low NOx burners and water injection system, CLIEC shall install and continuously
operate a Selective Catalytic Reduction (SCR) system for NOx control.

. CLIEC shall install an oxidation catalyst in the HRSG to control CO and VOC emissions
from the combustion turbine and duct burner. The oxidation catalyst shall be utilized
whenever the combustion is operating.

. CLIEC shall install low NOx burners and flue gas recirculation to control NOx emissions
from the auxiliary boiler. These controls shall be used at all times when the auxiliary
boiler is operating.

. CLIEC shall install forced draft low NOx burners to control NOx emissions from the
fuel gas heater. The forced draft low NOx burners shall operate whenever the fuel gas
heater is operating.

. While firing gaseous fuels, CLIEC shall conduct monthly opacity observations at the
turbine, auxiliary boiler, and fuel gas heater emission points in accordance with 40 CFR
Part 60, Method 9. The opacity observations shall be made at the point of greatest
opacity in that portion of the plume where condensed water vapor is not present.
Alternatively, CLIEC may install and operate a Continuous Opacity Monitoring System
that meets the requirements of 40 CFR Part 60.

. While firing distillate fuel oil, CLIEC shall conduct daily opacity observations at the
turbine and auxiliary boiler emission points in accordance with 40 CFR Part 60, Method
9. The opacity observations shall be made at the point of greatest opacity in that portion
of the plume where condensed water vapor is not present. Alternatively, CLIEC may
install and operate a Continuous Opacity Monitoring System that meets the requirements
of 40 CFR Part 60.

. Each time the fire pump is tested for operational readiness, CLIEC shall use 40 CFR Part
60, Method 22 to determine if visible emissions are present. In addition, CLIEC shall
conduct annual opacity observations at the fire pump emission point in accordance with
40 CFR Part 60, Method 9.

Continuous Emission Monitoring (CEM) Requirements

1. Prior to conducting the initial performance tests required by Section XI of this permit and

thereafter, CLIEC shall install, calibrate, maintain, and operate:
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a. a CEM to measure and record stack gas carbon monoxide concentrations from the
combustion turbine and duct burner stack. The system shall meet all applicable EPA
monitoring performance specifications (including but not limited to 40 CFR Part
60.13 and 40 CFR Part 60, Appendix B, Performance Specification 4, and Appendix
F).

b. a CEM to measure and record stack gas NOx (as measured as NO;) concentrations
from the combustion turbine and duct burner stack. The system shall meet all
applicable EPA monitoring performance specifications (including but not limited to
40 CFR Part 60.13 and 40 CFR Part 60, Appendix B, Performance Specification 2,
and Appendix F).

c. a CEM to measure and record stack gas oxygen concentrations from the combustion
turbine and duct burner stack. The system shall meet all applicable EPA monitoring
performance specifications (including but not limited to 40 CFR Part 60.13 and 40
CFR Part 60, Appendix B, Performance Specification 3, and Appendix F).

d. a continuous monitoring system to measure and record stack gas temperatures, fuel
flow rate and water to fuel ratios from the combustion turbine. These systems shall
meet all applicable EPA monitoring performance specifications.

e. acontinuous monitoring system to measure and record fuel flow to the duct burner,
fuel gas heater and auxiliary boiler. Upon EPA or NYSDEC request, CLIEC shall
conduct a performance evaluation of the monitors.

. Not less than 90 days prior to the date of startup of the combustion turbine/duct burner,
CLIEC shall submit a written report to EPA of a Quality Assurance Project Plan for the
certification of the combustion turbine and duct burner’s monitoring systems. Any
comments provided to CLIEC by EPA on the written plan shall be responded to in an
expeditious manner. Performance evaluation of the monitoring systems may not begin
until the Quality Assurance Project Plan has been approved by EPA.

. CLIEC shall conduct performance evaluations of the continuous monitoring systems
during the initial performance testings required under this Permit or within 30 days
thereafter in accordance with the applicable performance specifications in 40 CFR Part
60, Appendix B, and 40 CFR Part 52, Appendix E. CLIEC shall notify EPA at least 15
days in advance of the date upon which demonstration of the monitoring system(s)
performance will commence.
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4. CLIEC shall submit a written report to EPA of the results of all monitor performance
specification evaluations conducted on the monitoring system(s) within 60 days of the
completion of the tests. The monitoring systems must meet all the requirements of the
applicable performance specification test in order for the monitors to be certified.

XI. Performance Testing Requirements

1. CLIEC shall conduct initial performance tests for the combustion turbine and duct
burner, the auxiliary boiler and the fuel gas heater. Within 60 days after achieving
the maximum production rate of each unit, but no later than 180 days after initial
startup as defined in 40 CFR Part 60.2, CLIEC shall submit the results of the
performance tests for NOx, CO, PM/PM-10, SO, and H,SO,4. Once the initial
performance tests are complete, CLIEC shall conduct additional stack testing once
every five years from the date of the initial performance test for the combustion
turbine/duct burner and auxiliary boiler (for those pollutants for which a CEM is not
required). All performance tests shall be conducted at base load conditions, with and
without supplemental firing of the HRSG (for the combustion turbine), 75% load
conditions and/or other loads specified by EPA.

2. Three test runs shall be conducted for each load condition and compliance for each
operating mode shall be based on the average emission rate of these runs.

3. At least 60 days prior to actual testing, CLIEC shall submit to the EPA a Quality
Assurance Project Plan detailing methods and procedures to be used during the
performance stack testing. A Quality Assurance Project Plan that does not have EPA
approval may be grounds to invalidate any test and require a re-test.

4. CLIEC shall use the following test methods, or a test method which would be
applicable at the time of the test and detailed in a test protocol approved by EPA:

a. Performance tests to determine the stack gas velocity, sample area, volumetric
flow rate, molecular composition, excess air of flue gases, and moisture content
of flue gas shall be conducted using 40 CFR Part 60, Appendix A, Methods 1, 2,
3, and 4.

b. Performance tests for the emissions of PM-10 shall be conducted using 40 CFR
Part 51, Appendix M, Method 201 (exhaust gas recycle), Method 201A (constant
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flow rate) or Method 5, and Method 202. PM-10 emissions shall be the sum of
noncondensible emissions determined using Method 201, 201A or Method 5 and
condensible emissions determined using Method 202.

c. Performance tests for the emissions of CO shall be conducted using 40 CFR Part
60, Appendix A, Method 10.

d. Performance tests for the emissions of NOy shall be conducted using 40 CFR
Part 60, Appendix A, Method 7E.

e. Performance tests for the emissions of SO, shall be conducted using 40 CFR Part
60, Appendix A, Method 6 or 6C.

f.  Performance tests for the emissions of H,SO, shall be conducted using 40 CFR
Part 60, Appendix A, Method 8.

g. Performance tests for the visual determination of the opacity of emissions from
the stack shall be conducted using 40 CFR Part 60, Appendix A, Method 9 and
the procedures stated in 40 CFR Part 60.11, or using a Continuous Opacity
Monitoring system meeting the requirements of 40 CFR Part 60.

5. Test results indicating that emissions are below the limits of detection shall be
deemed to be in compliance.

6. Additional performance tests may be required at the discretion of the EPA or
NYSDEC for any or all of the above pollutants.

7. For performance test purposes, sampling ports, platforms and safe access shall be
provided by CLIEC on each unit in accordance with 40 CFR Part 60.8(e).

8. CLIEC shall submit a written report to EPA of the results of all emission testing
within 60 days of the completion of the performance test, but in any event, no later
than 180 days after initial startup of each unit.

9. Operations during periods of startup, shutdown, and malfunction shall not constitute
representative conditions for the purpose of a performance test.

XIl. Euel Sampling Requirements
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1. CLIEC shall verify that the sulfur content of the fuels being burned meets the
specifications outlined in Section VII of this permit.

2. CLIEC shall not accept any distillate fuel oil with a sulfur content greater than 0.04% by
weight. Prior to unloading the oil from the supplier, CLIEC shall verify that the sulfur
content of the oil being delivered is no greater than 0.04% by weight by evaluating the
fuel oil analyses conducted by the supplier and/or by independently analyzing and
confirming the sulfur content of the fuel oil.

3. Compliance with the sulfur content standards for liquid and gaseous fuels shall be
determined using the testing methods established in 40 CFR 60.335(b)(10). Compliance
with the natural gas sulfur content requirement shall be determined monthly.

XI11. Record keeping Requirements

1. Logs shall be kept and updated daily to record the following:

a.

the gallons of fuel oil fired in the combustion turbine, auxiliary boiler and diesel fire
pump;

the hours of operation of the duct burner, auxiliary boiler and diesel fire pump;

the fuel flow to the duct burner and the maximum heat input capacity using a natural
gas heating value of 22,685 Btu/lb (HHV);

the beginning, duration and completion of each startup and shutdown for the
combustion turbine;

the total pounds of NOx and CO, as measured by the CEM, for each startup and
shutdown of the combustion turbine;

the gallons of fuel burned in the diesel fire pump as determined by measuring the tank
level before and after each run;

any adjustments and maintenance performed on the combustion turbine/duct burner,
auxiliary boiler, fuel gas heater and diesel fire pump;

any adjustments and maintenance performed on monitoring systems;
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all fuel sampling results; the distillate fuel oil supplier’s or CLIEC’s analyses
verifying that the sulfur content is no greater than 0.04%; and

all calculations, opacity readings, CEM summaries and information related to
emission determinations

2. All monitoring records, fuel sampling test results, calibration test results and logs must
be maintained for a period of five years after the date of record, and made available upon
request. All rolling averages shall be computed as required in this permit.

XI1V. Reporting Requirements

1. CLIEC shall submit a written report of all excess emissions to EPA for every calendar
quarter. All quarterly reports shall be postmarked by the 30th day following the end of
each quarter and shall include the information specified below:

a.

The magnitude of excess emissions computed in accordance with 40 CFR Part
60.13(h), any conversion factor(s) used, and the date and time of commencement and
completion of each time period of excess emissions and whether the excess emissions
occurred during startup, shutdown or malfunction.

The nature and cause of any malfunction (if known) and the corrective action taken
or preventive measures adopted shall also be reported.

The date and time identifying each period during which the continuous monitoring
system was inoperative except for zero and span checks and the nature of the system
repairs or adjustments.

When no excess emissions have occurred or the monitoring systems have not been
inoperative, repaired, or adjusted, such information shall be stated in the report.

Results of quarterly monitor performance audits, as required in 40 CFR Part 60,
Appendix F (including the Data Assessment Report) and all information required by
the reporting requirements in 40 CFR 60.7 including excess emissions and CEMS
downtime summary sheets.

Any failure of air pollution control equipment, process equipment, or of a process to
operate in a normal manner which results in an increase in emissions above any
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allowable emission limit stated in this permit and any corrective actions and/or
preventative measures taken on any unit must be reported by telephone within 2
business days to:

Air Compliance Branch

Division of Enforcement and Compliance Assistance
U.S. Environmental Protection Agency

Region 2

290 Broadway - 21% Floor

New York, New York 10007-1866

(212)637-3000

g. Inaddition, the U.S. EPA’s Air Compliance Branch shall be notified in writing within
fifteen (15) days of any such failure referenced in item g above. This notification
shall include a description of the malfunctioning equipment or abnormal operation;
the date of the initial failure; the period of time over which emissions were increased
due to the failure; the cause of the failure; the estimated resultant emissions in excess
of those allowed under this permit; and the methods utilized to restore normal
operations. Compliance with this malfunction notification provision shall not excuse
or otherwise constitute a defense to any violations of this permit or of any law or
regulations which such malfunction may cause.

2. All reports and Quality Assurance Project Plans required by this permit shall be
submitted to:

Chief, Air Compliance Branch

U.S. Environmental Protection Agency
Region 2

290 Broadway - 21* Floor

New York, New York 10007

3. Copies of all reports and Quality Assurance Project Plans shall also be submitted to:

Chief, Air Programs Branch - Permitting Section
U.S. Environmental Protection Agency

Region 2

290 Broadway - 25" Floor

New York, NY 10007
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Region 2 CEM Coordinator

U. S. Environmental Protection Agency
Air and Water Q/A Team

Monitoring & Assessment Branch
2890 Woodbridge Avenue - MS - 220
Edison, New Jersey 08837-3679

Regional Air Pollution Control Engineer

New York State Department of Environmental
Conservation

Region 1

SUNY at Stony Brook

Campus Loop Road

Building 40, Room 121

Stony Brook NY 11790-2356

XV. Other Requirements

1. CLIEC shall meet all other applicable federal, state and local requirements, including but
not limited to those contained in the New York State Implementation Plan (SIP) and the
Provisions of the New Source Performance Standards (NSPS) (40 CFR Part 60, Subparts
A, GG, Da, Dc and Kb) and Part 61.
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The Region 2 Office of the U.S. Environmental Protection Agency (EPA) held a public
comment period from December 19, 2005 until January 18, 2006 with respect to the
Prevention of Significant Deterioration of Air Quality (PSD) permit application
submitted by Caithness Long Island Energy Center (CLIEC) for the construction and
operation of a new electric generating facility in Brookhaven, Suffolk County, New York.
The purpose of the public comment period was to solicit comments from the public on
EPA’s preliminary determination to approve CLIEC’s PSD permit and offer the public
the opportunity to request a public hearing.

EPA received comments submitted by TRC Environmental Corporation dated January 19,
2006 on the applicant’s behalf. Since these comments were submitted after the close of
the public comment period, they are not considered timely. EPA does not have an
obligation to respond to comments submitted after the close of the public comment
period. However, EPA has discretion to consider late comments in reaching its final
permit decision. We are, therefore, including responses to these comments in this
responsiveness summary to avoid unnecessary permit modification requests.

Comment 1 — Fact Sheet

In the most recent submittal to USEPA (revised air modeling on October 4, 2005), the
potential to emit (PTE) for NOx and CO were 90.3 and 270.9 tons/year, respectively,
which is slightly lower than the PTE stated for those parameters in the fact sheet. The
values in the draft permit are from a previous submittal to USEPA (response to additional
comments on August 12, 2005). Thus, the PTE values in the PSD permit for NOx and
CO should be lowered to 90.3 and 270.9 tons/year, respectively to match the worst-case
annual emissions scenario presented in the October 4, 2005 submittal.

Response 1

The PTE values included in the fact sheet are considered estimates and are provided for
informational purposes only. The fact sheet does not contain PSD permit conditions.
These annual PTE estimates are not carried over into the PSD permit. Rather the PSD
permit contains short-term emission limits. These limits match the most recent values
provided in the October 4, 2005 submittal. Therefore, EPA does not consider this
comment relevant to the permitting decision. However, we have included the updated
estimates in the Fact Sheet for the final permit.
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Comment 2 — Condition Il

Based on the proposed allowable operation of the combined cycle unit, a maximum of
260 start-ups could occur per year, which corresponds to one start per day for five days
per week, 52 weeks per year. The number of permitted start-ups for the facility creates
an inherent problem with respect to Caithness’s ability to comply with Condition 11, as
drafted. Mandatory CEM system daily calibrations typically have a duration of
approximately 20 minutes; because the resulting data gap is longer than 15 minutes, this
causes exclusion of an entire operating hour from the valid data reported by the CEM.

The way the PSD permit condition is written, the operating hours lost due to calibration
checks are not excluded from calculations to show compliance with the 95% data capture
requirement. As stated above, the permit provides for as many as 260 start-ups of this
unit per year. The actual number of starts, up to the permitted limit, will be due to,
among other things, the dispatch of the unit as may be dictated by LIPA under a power
supply agreement. As an example, it is reasonably anticipated that there may be extended
periods of time during which the unit is dispatched for an average of eight hours of
operation per weekday. In this scenario, loss of one hour of data due to a calibration
check corresponds to downtime of 12.5% of the source operating time, or a maximum
CEM on-line time of 87.5%, well below the 95% criteria. This example does not account
for additional CEM downtime that may occur due to quarterly linearity checks,
semiannual RATAS, maintenance, routine repairs and replacements, and other unforeseen
circumstances.

Caithness is proposing either of the two following modifications to the PSD permit
condition to accommodate the permitted number of start-ups and daily calibrations:

1) Replace the text “shall be on-line and in operation 95% of the time when
the emission sources are operating” with “shall be on-line and in operation
except for system breakdowns, repairs, calibration checks, and zero and
span adjustments required under 40 CFR 60.13(d) and shall complete a
minimum of one cycle of operation (sampling, analyzing, and data
recording) for each successive 15-minute period”. This language is
consistent with the language specified in 40 CFR 60.13.

2) Add the following underlined text at the end of the sentence “The
continuous emission monitoring systems required by this permit shall be
on-line and in operation 95% of the time when the emission sources are
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operating excluding periods removed due to calibration checks, zero and
span adjustments, linearity checks and relative accuracy testing.”

Response 2

After consideration of Caithness’s comment, EPA is retaining the original language.
From EPA’s experience with other similar facilities, calibration can be done in less than
15 minutes. If at least one CEMS reading is recorded in a 15-minute period before or
after the daily calibration, that 15-minute period will be considered valid data. Caithness
must work with the CEMS vendor to minimize the duration of the daily calibration. Even
if the calibration time cannot be reduced, calibration can be scheduled for times when the
unit is not likely to be in operation. Quarterly linearity checks are very similar to the
daily calibration checks, with additional calibration gases. One calibration gas can be
checked in each 15 minute period. In this way the quarterly check can be completed
without loss of any data. The relative accuracy audit is a check of the CEMS against a
reference method monitor. There is no need for the CEMS to be off-line for this
determination. Routine maintenance, repairs, and replacements must be scheduled for
periods when the generating unit is not in use. PSD permits do not contain exclusions for
unforeseen circumstances. In any event, these unforeseen events should not be greater
than 5% of the time that the emission source is operating.

Comment 3 — Condition IX.7

Based on the proposed operating schedule of the fire pump, the unit will only be used
during periods of emergency or for weekly/monthly testing. If the fire pump were
operated during an emergency (a fire), fulfilling the requirement of a certified EPA
Method 9 reader taking opacity readings is an unreasonable and impractical requirement
because it is likely that the Method 9 observer, as part of the facility staff, would be
required to evacuate, would be involved in fire-fighting or rescue, or would otherwise be
unable to conduct readings due to hazardous conditions attendant to the emergency at
hand.

Section 2.4 of EPA Method 9 requires that opacity observations shall be recorded to the
nearest 5 percent at 15-second intervals on an observational record sheet. A minimum of
24 observations shall be recorded. Each momentary observation recorded shall be
deemed to represent the average opacity of emissions for a 15-second period. 24 x 15-
second measurements equates to 6 minutes. Caithness expects to conduct the fire pump
weekly/monthly testing for less than 30 minutes. Thus, requiring an EPA Method 9
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certified opacity reader to be present for each weekly/monthly test totaling 30 minutes
per test should also be considered overly burdensome.

Caithness performs an annual tune-up test on the fire pump in accordance with its
insurance policy requirements and is proposing to perform an EPA Method 9 test during
the annual tune-up testing. This approach would reflect the fact that the fire pump is a
piece of emergency equipment that would not be expected to operate other than for
emergency or testing purposes. Caithness therefore proposes the following alternative
compliance language to replace the first sentence:

“While firing distillate fuel oil, CLIEC shall conduct daily opacity observations at the
turbine, and auxiliary boiler emission points in accordance with 40 CFR Part 60, Method
9. When firing distillate fuel oil, CLIEC shall conduct an opacity observation, in
accordance with 40 CFR Part 60, Method 9, at the emergency fire pump emission point
once per calendar year.”

Response 3

Since the fire-pump is a piece of emergency equipment and will not operate other than
for emergency and testing purposes and each test is conducted for less than 30 minutes,
EPA has revised the monitoring for opacity at the unit. The new monitoring will require
a Method 22 reading during each weekly/monthly test and an annual Method 9
observation during the fire pump’s annual tune-up. Method 22 is less stringent than
Method 9 since it requires only the determination of whether a visible emission occurs
and does not require that opacity levels be determined or that a certified opacity reader be
present.

Comment 4 — Condition XI1.3

The following referenced requirement does not exist in the 2005 version of the Code of
Federal Regulations. For reference, the regulation used to read:

Sec. 60.335: Test methods and procedures.

(d) The owner or operator shall determine compliance with the sulfur content
standard in Sec. 60.333(b) as follows: ASTM D 2880-71, 78, or 96 shall be used
to determine the sulfur content of liquid fuels and ASTM D 1072-80 or 90
(Reapproved 1994), D 3031-81, D 4084-82 or 94, or D 3246-81, 92, or 96 shall be
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used for the sulfur content of gaseous fuels (incorporated by reference-see Sec.
60.17). The applicable ranges of some ASTM methods mentioned above are not
adequate to measure the levels of sulfur in some fuel gases. Dilution of samples
before analysis (with verification of the dilution ratio) may be used, subject to the
approval of the Administrator.

Caithness is proposing to change the reference to match the current standard requirements
at 40 CFR 60.335(b)(10) which reads:

(10)  If the owner or operator is required under Sec. 60.334(i)(1) or (3) to periodically
determine the sulfur content of the fuel combusted in the turbine, a minimum of
three fuel samples shall be collected during the performance test. Analyze the
samples for the total sulfur content of the fuel using:

(i) For liquid fuels, ASTM D129-00, D2622-98, D4294-02, D1266-98,
D5453-00 or D1552-01 (all of which are incorporated by reference, see
Sec. 60.17); or

(i) For gaseous fuels, ASTM D1072-80, 90 (Reapproved 1994); D3246-81,
92, 96; D4468-85 (Reapproved 2000); or D6667-01 (all of which are
incorporated by reference, see Sec. 60.17). The applicable ranges of some
ASTM methods mentioned above are not adequate to measure the levels
of sulfur in some fuel gases. Dilution of samples before analysis (with
verification of the dilution ratio) may be used, subject to the prior approval
of the Administrator.

Response 4
The permit has been updated to reflect the most current test methods.

Comment 5 — Condition XIV.1.1.

Under 40 CFR Part 60, the use of CEM systems for continuous compliance is not
certified until after completion of initial emissions compliance performance testing. As
such, we propose addition of the following text to this condition:

"Demonstration of continuous compliance with the PSD permit limits is not required
until completion of the PSD compliance testing, or within 180 days of start-up,
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whichever date comes first. However, the permittee shall take all reasonable steps to
minimize emissions during startup and equipment testing prior to completion of
compliance testing. For purposes of this PSD permit, excess emissions indicated by
monitoring systems shall be considered credible evidence of violations of the applicable
emission limits."”

The above suggested language, which mirrors language from PSD permits previously
issued by NYSDEC, will provide for the same shakedown period allowed under NSPS
prior to CEM certification and compliance stack testing while still requiring CLIEC to
operate the units and controls in such a way as to minimize emissions.

Also, Caithness believes that even after the shakedown period, excess emissions
indicated by monitoring systems should not be considered definitive regarding whether a
violation has occurred, as there may be other credible evidence or factors that would
show a violation has not occurred. All credible evidence should be considered by the
agency before a determination of whether a violation has occurred is made. Therefore,
Caithness proposes that “shall be considered violations of the applicable emission limits”
be changed to read “shall be considered credible evidence of a violation of an applicable
emission limit.” Under appropriate circumstances, this would allow Caithness to submit
relevant information to demonstrate that a violation has not occurred.

Response 5

After reviewing the permit condition on which this comment was based, EPA has decided
to remove condition XIV.1.f. from the permit. In this way EPA reserves our authority to
rely on any credible evidence, including CEMS, to determine if a violation has occurred
and we can exercise discretion regarding possible violations.
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