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NAC/MC/5155 Supply and Delivery of Hydrotreated Vegetable Oil Fuel

Introduction

[bookmark: _Hlk204173326]In March 2024, revenue budgets were approved for the implementation of hydrotreated vegetable oil (also known as “HVO”) as an alternative low emission fuel source for North Ayrshire Councils (“NAC”) heavy trucks, including NAC’s fleet of refuse collection vehicles (“RCVs”).

HVO fuel is a renewable diesel that can be produced from a wide array of vegetable oils and fats which are thermochemically treated with hydrogen. The fuel can be used either in its pure form as an alternative to conventional diesel fuel or in a mixture to improve overall environmental performance.

The use of unblended HVO leads to dramatic improvements in CO2 emission performance, with a 90% reduction of CO2 emissions possible, depending on how the HVO is sourced and produced. It is therefore expected that NAC’s demand for HVO fuel will increase over time and in turn the volume of diesel purchased will decrease.

NAC considered a number of routes to market including the national collaborative contract for the procurement of liquid fuels. The national contract consists of four Scottish lots (North, West, Central and South) covering heating oil; automotive fuel; and marine oil. However, as HVO fuel was out of scope, a Crown Commercial Services (“CCS”) framework was used which covers HVO fuel.

The contract was procured as a mini competition against the CCS RM6177 National Fuels 2 Framework, which provided a compliant route to market and access to economies of scale through further competition against a national framework to obtain value for money. Framework was based on 70% quality, 10% social value and 20% price. Framework has now expired and been replaced with RM6035 National Fuels 3.
  
The contract commenced on 10th December 2024, and will run for a period of 3 years, to December 2027. It was awarded to Certas Energy UK Limited trading as Scottish Fuels who are based in Birchwood.

The estimated value of the contract is £1,295,820.

Background

HVO fuel has the following advantages which is why NAC decided to make the switch from diesel:

· Greener alternative to petrol diesel
· Up to 90% reduction in greenhouse gas emissions
· Biodegradable and non-toxic
· Excellent cold weather performance

NAC operate 36 RCVs. It was verified by NAC’s Original Equipment Manufacturer (OEM) Chassis Provider that the use of HVO as a road fuel is acceptable in these vehicles providing it conforms to EN15940 standards.

The RCV provider confirmed the following key points: 

· The use of HVO requires no engine/peripheral modifications
· Free mixing of HVO and conventional diesel is possible
· No impact on warranty or goodwill policy
· The injection process, fuel lines and seals, remain unchanged
· Intervals for oil changes and for cleaning the particulate filter remain unchanged
· Engine performance and torque data remain unchanged
· HVO has a long shelf life – and won’t go to waste if not used right away
· HVO has a low temperature performance to -30 degrees
· It is completely biodegradable
· Practically fossil/FAME free and odourless

Objectives

NAC developed the Sustainable North Ayrshire Strategy 2024-2027 as a route map to achieve their net zero target.

This project contributes to this target as it focuses on reducing emissions from transport, encouraging low carbon behaviours and considering the use of HVO in heavy fleet to reduce emissions.

The potential to significantly reduce NAC’s existing CO2 emissions within RCVs is detailed in the following table which is based on a 90% reduction.

	Vehicle
	Approx. annual fuel usage
	Approx. annual Co2 (conversion - 2.60240)
	Potential annual
Co2 emissions
using HVO (90%)
	Potential annual Co2 reduction (90%)

	1 x RCV
	9,600ltrs
	25 tonnes
	2.5 tonnes
	22.5 tonnes

	36 x RCVs
	345,600ltrs
	900 tonnes
	90 tonnes
	810 tonnes



Over the course of a 12-month period, almost 810 tonnes of CO2 could be saved, which would account for a reduction of 20.77% in NAC’s overall fleet produced emissions. HVO fuel also reduces particulates and nitrogen oxides.

The project also supports NAC’s:

Council Plan 2023 to 2028 by transitioning to low and zero carbon travel and working more closely and effectively together to reduce carbon emissions and to mitigate the impacts of climate change.

Local Transport and Active Travel Strategy 2023 to 2028 by reducing carbon emissions caused by transport in North Ayrshire.

Corporate Procurement Strategy 2023 to 2026 by supporting NAC’s drive to achieve net zero carbon emissions ensuring that every contract strategy takes account of the potential impact on the environment and identify ways in which the impact can be reduced utilising the Scottish Government’s Sustainable Procurement Tools.

It also supports the Scottish Government’s ambitions by phasing out the need for new petrol or diesel light commercial vehicles in public bodies by 2025, phasing out the need for any new petrol or diesel vehicles in public sector fleets by 2030 and ending the sale of diesel heavy good vehicles (“HGVs”), for vehicles between 3.5 and 26 tonnes by 2035 (noting that most of NAC’s RCVs are 26 tonnes or below).

Costs

HVO fuel is around 10-15% more expensive than diesel.

As the price per litre for HVO fuel is everchanging, the market is not stable enough to hold a fixed price. Therefore, as part of the mini competition, suppliers were asked to provide a fixed margin for the duration of the contract that can be added to the daily/weekly cost of diesel/HVO fuel to obtain the price per litre. The price per litre is therefore made up of three elements:

CCS Management Fee – which includes tendering, weekly/daily pricing, framework management and customer service/guidance. The fee is £0.002 pence per litre.

Commodity Cost – which is the standard price based on the Oil Market Journal. This is the market price and therefore no difference between supplier’s commodity prices. Commodity cost is set by CCS and is published on a weekly basis.

Supplier Margin – which was the scored element. The price that the supplier charges to cover the costs of delivery, administration and their profit etc. When the framework was tendered, suppliers submitted maximum margins which cannot be exceeded under the framework. By utilising a mini competition, it allowed suppliers to reduce their margin - thus providing the most competitive bid.









Procurement Process - Embedding Sustainability

NAC’s Corporate Procurement Unit (“CPU”) and NAC’s Transport Team developed a contract strategy with a focus on meeting the CPU’s strategic objective ‘to tackle climate change and embrace a circular economy on our net-zero journey’.

NAC’s CPU adhere to the Sustainable Procurement Duty outlined within The Procurement Reform (Scotland) Act 2014.

For this project, the following tools were used to ensure relevant and proportionate sustainability requirements were embedded in the contract.

	Tool
	Purpose
	Area Considered
	Outcome
	Lead To / Comment

	Prioritisation Tool
	The prioritisation tool is a self-assessment tool designed to assist early stage strategic planning through the consideration of economic, environmental and social wellbeing and brings a standard, structured approach to the assessment of spend categories.
	Waste & Environmental Services
	The prioritisation tool revealed there was scope to improve the economic and environmental impacts and promote social wellbeing as a result of this procurement.
	This led to the decision to complete Life Cycle Impact Mapping and a Sustainability Test.

	Life Cycle Impact Mapping (LCIM)
	Every product and service has a 'life cycle' or number of stages it goes through. LCIM is used to identify and assess the social and environmental impacts of these stages. It is designed to be a gateway into the sustainability test.
	Impacts of Obtaining Raw Materials
	LCIM revealed that HVO fuel is a liquid fuel made from 100% renewable oils, such as sunflower or rapeseed oil or animal fats. It also revealed the type of fuel is classed as a second-generation biofuel. This means HVO fuel must be produced using waste products and materials, rather than crops taken directly from the field and grown for the purpose of producing fuel.
	NAC made sure the CCS Framework mandated that all raw materials used are checked by the Department for Transport and deemed to be suitable, sustainable and of high quality before being processed and turned into HVO fuel. Framework also mandated that all products supplied must meet relevant British and European Standards.

	
	
	Impacts of Manufacturing and Logistics
	LCIM revealed that HVO fuel is made through a process called hydrotreating or hydrogenating, in which the molecular structure of the vegetable oil is changed through the introduction of hydrogen. It revealed this can be done in two forms; the first is hydrogenation which adds hydrogen; the second is hydrocracking which uses hydrogen to break down and then rebuild molecules. This hydrogen process creates uniform molecules and carbon chains without the impurities that are associated with fossil fuels like diesel, which contains metals and sulphur. As such, HVO fuel burns more cleanly than traditional fuels, releases fewer emissions and is better for the environment.

LCIM also revealed that vehicles will be used to transport and deliver the HVO fuel to NAC sites.
	NAC made sure the CCS Framework mandated that all products supplied must meet relevant British and European Standards or equivalent (which would include EN15940) 

NAC specified consolidated deliveries to site in order to reduce the impacts on the environment from deliveries from HGVs to three locations within North Ayrshire. Due to the change on red diesel use which came into effect on 1st April 2022, this resulted in NAC having under used capacity within NAC’s bunked fuel tanks.  Thus, presenting an opportunity for NAC to have these tanks flush cleaned and used to store and dispense HVO fuel as we would normal diesel. This involved minimal costs with existing fuel keys reprogrammed to allow HVO only fuel in specific vehicles.

	
	
	Impacts During Use of Product

	LCIM revealed that Fair Work First and Equality were a concern in contract delivery due to the reliance on labour (manufacturing, storage, delivery etc).

LCIM revealed vehicle emissions would be produced as a result of deliveries.

LCIM also revealed scope to request community benefits within the mini competition process.
	NAC made sure the CCS Framework addressed/mandated:

· Fair Work First whereby suppliers had to demonstrate the fair working practices they would operate throughout the framework period.
· Equality, Diversity and Human Rights –whereby suppliers must follow all applicable equality law when they perform their obligations under the contract, including protections on the grounds of the protected characteristics under the Equality Act 2010.
· Community benefit delivery whereby  suppliers had to commit to delivering community benefits over the duration of the contract.

	
	
	Impacts at End of Life

	LCIM revealed that HVO fuel has a shelf life of up to 10 years - if maintained properly. It also revealed HVO fuel is completely biodegradable, non-toxic and odourless as it's made from 100% renewable waste materials.
	NAC will make sure tanks are flush cleaned and used to store and dispense HVO fuel as we would normal diesel.

	Sustainability Test
	The sustainability test is a self-assessment tool designed to help buyers embed relevant and proportionate sustainability requirements consistently in the development of contracts and frameworks.
	Climate Change - Vehicles
	Sustainability Test revealed that the product would be delivered by HGVs to three locations within North Ayrshire.
	Similar to above, NAC specified consolidated deliveries to site in order to reduce the impacts on the environment from deliveries from HGVs.

	
	
	Climate Change - Adaption
	Sustainability Test revealed that there are different road fuel types available on the market with petrol and diesel being the most used in the UK. However, HVO fuel has the following advantages:
· Greener alternative to petrol diesel.
· Up to 90% reduction in greenhouse gas emissions.
· Biodegradable and non-toxic.
· Excellent cold weather performance.
· Made of 100% raw material.
	Similar to above, this supported NAC’s decision to proceed with the mini competition and make the switch from diesel given the clear sustainable and environmental benefits as outlined throughout this case study.

	
	
	Employment - Skills and Training
	Sustainability Test revealed that North Ayrshire has an unemployment rate of 3.6%.
	Similar to above, this supported NAC’s decision to mandate community benefit delivery into the mini competition process.

	
	
	Fair Work First and Living Wage
	Sustainability Test revealed that Fair Work First was a concern in contract delivery due to the reliance on labour (manufacturing, storage, delivery etc).

Sustainability Test also revealed that the contract was not living wage applicable – as staff would not work for 2 or more hours in any given day in a week, for 8 or more consecutive weeks in a year.
	NAC made sure the CCS Framework addressed Fair Work First whereby suppliers had to demonstrate the fair working practices they would operate throughout the framework period.

NAC also made sure the CCS Framework addressed Prompt Payment whereby suppliers had to confirm they had systems in place to pay key subcontractors promptly and effectively i.e. within the agreed contractual terms, they had systems in place to include (as a minimum) 30 day payment terms in all of their supply chain contracts and require that such terms are passed down through their supply chain.

NAC also made sure to promote payment of the Real Living Wage as required by NAC’s Living Wage Accreditation by asking bidders what their living wage status was.

	
	
	Health & Safety
	Sustainability Test revealed that health and safety was a concern in the manufacturing process and during the handling of HVO fuel.
	NAC made sure the CCS Framework mandated ISO 45001 or equivalent to ensure bidders demonstrate a commitment towards fewer workplace injuries and illnesses through a proactive approach to hazard identification and risk assessment which in turn leads to improved health and safety.

Framework core terms also states that the supplier must perform its obligations meeting the requirements of:
· all applicable law regarding health and safety; and
· the buyer’s current health and safety policy while at the buyer’s premises.






Outcome and benefits

The successful supplier confirmed the HVO fuel fully complies with EN15940, which is supported by their:
· Their Renewable Fuels Assurance Scheme to supply renewable diesel - HVO with 100% renewable fuel content in the UK.
· Their ASG Cert with demonstrates their compliance with requirements of the certification system ISCC EU (International Sustainability and Carbon Certification).
· Safety Data Sheet for HVO, compiled in accordance with REACH Regulation.

They confirmed they are accredited to:
· ISO 45001 Health and Safety Management Systems - which demonstrates their commitment towards fewer workplace injuries and illnesses through a proactive approach to hazard identification and risk assessment which in turn leads to improved health and safety.
· ISO 9001 Quality Management Systems - which demonstrates their committed to providing high-quality products and services for customers through efficient, effective internal processes.
· ISO 5001 Energy Management Systems - which demonstrates their commitment to addressing their impact, conserving resources and improving the bottom line through efficient energy management.
· ISO 14001 Environmental Management Systems – which demonstrates their commitment to protecting the environment and complying with increasingly stringent environmental laws, including the reduction in Co2 emissions.

They committed to delivering the following community benefits, over the duration of the contract:
· School and community group engagement activities. 
· Financial or specialist (e.g. mentoring/coaching) support for community groups and charities.
· Apprenticeships and recruitment from the community.

They confirmed that they pay the Real Living Wage.

They confirmed that sub-contractors would not be used and therefore prompt payment of the supply chain was not relevant.

Monitoring of Outcomes

The benefits arising from the project and contractor’s performance will be monitored throughout the lifetime of the contract through the assessment of Key Performance Indicators (“KPIs”) which the contractor is required to meet.

The KPIs that will be monitored are summarised below:
· The contractor will work with NAC to ensure that environmental impacts (in terms of clean air, reducing the risks of harm from environmental hazards, mitigating and adapting to climate change and minimising waste) are reduced and will confirm how they will monitor and measure this.

Contribution to the National Performance Framework

The National Performance Framework is for all of Scotland and it aims to focus on creating a more successful country with opportunities for all of Scotland to flourish through increased wellbeing, and sustainable and inclusive economic growth’. This project contributions to the following national outcomes:
· We value, enjoy, protect and enhance our environment
· We have a globally competitive, entrepreneurial, inclusive and sustainable economy
· We live in communities that are inclusive, empowered, resilient and safe
· We are well educated, skilled and able to contribute to society
· We are healthy and active
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