Canadian Association

. 333 Bay St. P: (604) 283-1040
H Hydrogen | Canadienne de #2300 Tovonto, ON | E: iniodbeanatans.ca
2 ydrog M5H 276 W: www.canadah2.ca

CANADIAN HYDROGEN ASSOCIATION: SECTOR BRIEF
June 26, 2026

The Canadian Hydrogen Association (CHA) is pleased to provide this brief overview of the
hydrogen sector’s current state, near-term opportunities, and priority recommendations
for government action. Together with nearly 200 members, our aim is to ensure that
hydrogen is recognized as a key enabler of Canada’s long-term prosperity, embedded in
energy security, export diversification, industrial decarbonization, transportation, and
defence strategies. We would welcome the opportunity to discuss with you or your officials
the actions needed to scale the sector and capture its full potential.

State of the Sector

Canada’s hydrogen sector is moving through a critical commercialization phase. Early
enthusiasm in low-carbon hydrogen production is transitioning to disciplined execution,
with capital and policy support concentrating on projects that have credible offtake,
bankable economics, and clear deployment pathways. Hydrogen remains an essential part
of Canada’s energy future contributing a substantial economic and environmental
opportunity creating opportunities for jobs, energy security, and economic investment.

Canada’s strength, however, is not only in large hydrogen production projects; it also has a
deep innovation, manufacturing, and technology base that is essential to scaling the sector.

Momentum is visible across the country:

= Atlantic Canada: Nova Scotia’s EverWind—Membertou partnership is advancing a
major wind buildout and export complex, while Newfoundland and Labrador
continues to advance hydrogen and ammonia export opportunities under its
Hydrogen Development Action Plan. Vema Hydrogen and First Atlantic Nickel &
Cobalt are also partnering to develop engineered mineral hydrogen at Pipestone XL
Awaruite Project in Newfoundland. While significant progress has been made in
advancing export-oriented projects in Atlantic Canada, industry participants continue
to face challenges securing firm offtake agreements for green ammonia. Greater
clarity on international demand mechanisms and government-backed contracting
frameworks will be critical to unlocking final investment decisions.

= Québec: Nearly $10 billion in public and private investment is mobilizing over the
coming decade, anchored by projects including TES Canada’s Project Mauricie,
Charbone’s Sorel-Tracy production site, StormFisher’s Varennes e-methanol plant,
HY2GEN’s decarbonized ammonium nitrate project in Baie-Comeau, and QIMC’s
natural hydrogen exploration in the Abitibi-Témiscamingue region.
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= Ontario: The Niagara Hydrogen Centre is linking a 20 MW electrolyzer to the Sir
Adam Beck hydro station, while Toyota Motor Manufacturing Canada has advanced
hydrogen use in manufacturing through a process-heat pilot. Several municipalities
are also advancing hydrogen transit projects while Enbridge is blending hydrogen
into the natural gas grid.

= Saskatchewan: Saskatchewan is emerging as a leading jurisdiction for natural
hydrogen development, with companies like MAX Power Mining helping to position
the province at the forefront of this emerging opportunity. Its work adds momentum
to Saskatchewan’s resource-sector strengths and supports the case for the province
as an important contributor to Canada’s future hydrogen value chain.

= Alberta: Alberta remains a major hub for large-scale hydrogen development, with a
strong industrial base, growing project pipeline, and opportunities to connect
hydrogen production with industrial decarbonization, export markets, and adjacent
initiatives such as the Western Canada Hydrogen Corridor initiative. However,
continued progress depends on resolving key infrastructure constraints, including
the absence of dedicated rail and export logistics for ammonia to reach West Coast
ports. Without this enabling infrastructure, some large-scale blue ammonia export
projects may face delays or cancellation risk.

= British Columbia: British Columbia hosts one of Canada’s most advanced hydrogen
and fuel cell clusters, a dedicated Hydrogen Office, world class universities
specializing hydrogen research at UBC and SFU, and next generation hydrogen
storage technologies such as Hydrogen In Motion (H2M) who is pioneering
solid-state, low-pressure hydrogen storage that enables safe, high-density hydrogen
deployment without 700-bar tanks or cryogenic systems. Continued investments in
BC are apparent in major projects including HTEC's Burnaby hydrogen liquefaction
facility, the H2 Gateway network, the BC Hydrogen Ports Project, Elemental Clean
Fuels’ Prince Rupert bio-methanol project and Kamloops industrial hydrogen project,
and a $63 million Prince George production and refuelling site.

In sum, Canada continues to be a hub for hydrogen innovation and manufacturing, with
recent announcements from companies such as Ballard, Powertech Labs, Unilia, Next
Hydrogen, and Cipher Neutron reinforcing domestic capability across fuel cells,
electrolyzers, and clean mobility applications. Canada also has strength in technology
exports, with hydrogen and fuel cell technologies and services already being exported to
nearly 50 countries.
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At the same time, NRCAN and the Department of National Defence are exploring hydrogen
applications for hydrogen storage and mobility. This momentum is further demonstrated by
Hydrogen In Motion’s participation in the NATO DIANA program, where H2M is developing
a high-altitude hydrogen UAV powered by H2M'’s solid-state, low-pressure, swappable
storage tanks—showecasing Canadian leadership in resilient, long-duration, low-signature
energy systems for both defence and civilian applications.

Opportunity to Scale Canada’s Hydrogen Sector

Per the IEA’s latest Global Hydrogen Review, global hydrogen production has grown
significantly since 2021. Buyers and investors are making long-term commitments now, and
Canada has the technology and research base, manufacturing capacity, resources,
geography, and trading relationships to compete if industrial and tax policies are focused
on supporting domestic innovators, manufacturers, and end-users.

Export markets are forming with urgency. At the same time, emerging export pathways—
including the potential shipment of liquefied hydrogen from Western Canada to Asian
markets and the potential shipment of e-SAF to European markets—are gaining attention.
Ensuring policy consistency across hydrogen carriers (e.g., ammonia versus liquefied
hydrogen, methanol, and e-SAF) will be important to provide clear investment signals.
Industry would benefit from greater transparency on how federal support will be applied
across different export vectors and associated infrastructure.

In Asia-Pacific, Japan is preparing for large-scale liquefied hydrogen imports, while Korea
has announced potential investments in developing Canadian hydrogen corridors. In
Europe, Germany’s H2Global mechanism, the REFuelEU Aviation Initiative, and the
European Hydrogen Bank are creating demand for imported low-carbon fuels, including
Canadian-produced renewable hydrogen derivatives.

In this context, continued progress under the Canada—Germany Hydrogen Alliance and
associated H2Global mechanisms will be essential. Clarity on how existing bilateral
agreements, incentives, and offtake frameworks are translating into bankable demand for
Canadian hydrogen and derivatives remains a key priority for project developers.

The Renewable Energy Transposition (RED) is also moving, with EU member states adopting
the strict green hydrogen mandates put in place by the EU commission. Eight Member
States now have binding RFNBO (green hydrogen) targets across transport and industry,
with most of the rest in draft. Germany's non-compliance penalty works out to ~€14.4/kg of
hydrogen, well above the cost of producing green hydrogen, so obligated buyers are
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putting together strategies to produce/import compliant product rather than paying the
fine. This creates real, enforceable demand which will drive green hydrogen offtake.

Canada also has major domestic opportunities; however, recent project momentum in
areas such as hydrogen derivatives (e.g., ammonia and methanol) and emerging demand
segments (including data centres) has been more limited than anticipated. Additional policy
clarity and demand-side incentives will be important to translate these opportunities into
near-term project development.

On the production side, Canada can advance electrolysis, steam methane reforming with
carbon management, methane pyrolysis, derivatives such as ammonia, methanaol,
sustainable aviation fuel, and e-fuels, and emerging opportunities such as natural hydrogen.
Hydrogen can also support electrification and broader system balancing. On the demand
side, hydrogen can support data centres, industrial decarbonization, critical minerals and
mining, and transportation applications including heavy-duty mobility (including the world’s
first heavy-duty transport hydrogen-powered refrigerated trailers), ports, rail, and related
logistics corridors.

Hydrogen also represents a strategic opportunity in defence, the Arctic, and isolated
communities. Using Infrastructure Independent Energy (IIE) concepts such as Hydrogen In
Motion’s modular systems—combining solar or wind power generation, an electrolyzer,
solid state low pressure swappable hydrogen tanks, and fuel cells—Canada can deliver
deployable, long-lasting infrastructure independent power that supplies electricity for
buildings, equipment, and transportation while also producing potable water as a by-
product.

These systems are well suited to frontline operations, northern and Arctic bases, and
remote communities where diesel logistics are costly and vulnerable. Advancing such
Canadian solutions directly supports the federal “build—partner—buy” approach in Canada’s
Defence Industrial Strategy, which seeks to prioritize Canadian capabilities and IP in
meeting defence needs, and aligns with the vision in Our North, Strong and Free to
strengthen sovereignty, resilience, and presence in the Arctic and across Canada’s North by
leveraging world class domestic technologies.

Taken together, these opportunities make hydrogen a strategic platform for Canadian
competitiveness, energy security, as well as employment and industrial growth. The next 3—
5 years will be decisive in determining whether Canada leads this transition or technology
and skilled people, manufacturing jobs, and supply chains move elsewhere.
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Key Recommendations

Hydrogen and related technologies can support federal priorities in job growth, energy
security, export diversification, industrial competitiveness, and decarbonization (including
in heavy transport). Its versatility is complementary to electrification and makes it a
valuable tool for sectors that are difficult to decarbonize with electricity alone. With a
refreshed Hydrogen Strategy expected in 2026, there is an opportunity to better align
hydrogen policy with Canada’s economic development goals and provide stronger long-
term direction to the market. The following recommendations are intended to help scale
the sector by improving investment certainty, strengthening innovation, and building
domestic capacity.

Recommendation 1 — Ramp Up Production via the Clean Hydrogen Investment Tax Credit

The Clean Hydrogen Investment Tax Credit is the sector’s cornerstone investment tool.
Within the existing $18.5 billion envelope, targeted refinements could increase uptake and
unlock substantially more private investment without additional fiscal cost. It is essential
that the government assure this policy is technology agnostic and nimble enough to assess
and support projects of different scale and technology—including accounting for safe and
reliable operations at large facilities. The crediting mechanisms must be flexible to
promote all new technologies that enhance emission reductions.

Priority refinements include:

e Enabling affiliated ownership of clean electricity generation and hydrogen assets.

e Providing automatic 40% credit eligibility for projects using electricity grids with at
least 90% non-emitting generation.

« Expanding eligibility to hydrogen derivative equipment and related process units,
including methanol production processes, ammonia production units, sustainable
aviation fuel production units, nitrogen supply units, water conditioning systems,
and power/electrical substations where integral to the project.

e Expanding eligibility to include projects that utilize by-product gas recovered from
industrial processes to produce hydrogen or that utilize the significant amount of by-
product hydrogen being vented by Canada’s chemical industry.

o Expand eligibility to include natural (or white) hydrogen projects and related
infrastructure.

e Reject proposed changes to grid electricity carbon intensity (Cl) levels.

« Enhance Cl buffers/downtime provisions and align grant treatment with CCUS-ITC.

e Oxygen production equipment investment required for more efficient auto-thermal
reforming (ATR) technologies should not be excluded.
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Applying the ITC at the time capital is incurred to better reflect the time value of
money and improve project economics.

Removing the carbon capture requirement from projects that produce hydrogen
from eligible renewable hydrocarbons in order to align policy and incentives with
other countries and to avoid flight of capital to regions outside of Canada with more
supportive policies.

Recommendation 2 — Build Demand for Hydrogen and Hydrogen-Enabled Mobility

Canada should complement its supply-side policy measures with targeted actions that grow
domestic and export demand for hydrogen. Hydrogen can play an important role in
decarbonizing sectors that are difficult to electrify, supporting freight and logistics,
strengthening energy security, and creating new export opportunities for Canadian
producers and technology providers.

To support demand, the CHA recommends:

Building on the previous iIMHZEV (Incentives for Medium- and Heavy-Duty Zero-
Emission Vehicles) program, the Government of Canada should create a new
incentive that improves the efficiency and decarbonization of heavy-duty transport,
including refrigerated trailers and other emissions-reducing hydrogen technologies
such as dual-fuel options, while supporting the longer-term transition to zero-
emission solutions.

Developing hydrogen contracts for difference to reduce market risk, improve project
bankability, and help create stable demand signals for domestic hydrogen and
derivative production.

Supporting investments in fuelling infrastructure and fleet deployments to create a
trans-Canada hydrogen highway that enables heavy-duty transport and freight
corridors to scale across the country.

Supporting hydrogen-enabled material handling equipment tied to defence
spending, including forklifts, ground support equipment, and other logistics
applications where hydrogen can improve operational resilience and reduce
emissions.

Bolstering export diversification by executing H2Global to facilitate hydrogen and
derivative exports to Germany and the European Union, and by securing hydrogen
trading corridors in Asia-Pacific.

Supporting clean, dependable hydrogen deployment in the Arctic, and remote
communities by enabling modular, infrastructure-independent systems that provide
reliable power, mobility, and potable water to civilian and defence instalments
where diesel supply is costly and battery systems are vulnerable to the cold.
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Recommendation 3 — Create a Hydrogen Innovation, Demonstration, and Scale Up Fund

Hydrogen must be treated as a strategic industrial priority for Canada. It strengthens energy
security through long-duration, dispatchable storage; supports export diversification as
global markets accelerate hydrogen imports; anchors high-value manufacturing and jobs
across the country; and provides dual-use capability for defence sustainment, northern
operations, and remote communities. Prioritizing hydrogen innovation and scale-up
ensures Canada retains its technological leadership, builds resilient supply chains, and
reduces reliance on foreign systems for critical energy and defence needs.

Canadian research institutions and companies generally advance hydrogen technologies
only to TRL 3, after which many innovations move to foreign demonstration programs or
are abandoned for lack of funding. A dedicated multi-year fund, administered through
NRCan and/or ISED, would help bridge that gap and advance technologies from TRL 3 to TRL
7-8 under Canadian conditions. Canada also lacks a national hydrogen R&D program
dedicated specifically to innovation, IP generation, and training at the scale seen in some
peer jurisdictions.

The proposed fund should:

e Prioritize university—industry—utility—Indigenous partnerships, and embed co-op
placements, internships, applied graduate and professional training programs to
build Canada’s hydrogen workforce.

e Support multi-year pilots and systems integration projects across end-use
applications and supply chains.

e Help move promising technologies beyond early demonstration and into the scale-
up phase so that homegrown companies can stay in Canada, grow here, and
contribute to the Canadian economy.

e Provide dedicated support for scaling Canadian hydrogen manufacturing—especially
storage, fuel cells, and modular energy systems—to strengthen defence
sustainment, northern energy resilience, and national energy security.

Recommendation 4 — Strengthen Domestic Manufacturing

Given that, even with the proposed amendments to the Clean Hydrogen Investment Tax
Credit (CH ITC) outlined in Recommendation 1, the allocated budget for the tax credit is
unlikely to be fully utilized, Canada should leverage both the CH ITC and the Clean
Technology Manufacturing Tax Credit (CTM ITC) not only to support the competitive
production of low-carbon hydrogen and its derivatives, but also to strengthen its domestic
clean technology manufacturing and export capabilities and build a resilient hydrogen value
chain in Canada.
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In the USA, per Atlas Public Policy, domestic manufacturing facilities using American made
components eligible for 45X (as well as benefitting from other subsidies and tariff
protections) resulted in approximately US$186 billion of announced investment and
166,000 announced jobs across clean energy manufacturing sectors, demonstrating the
effectiveness of production-based incentives in attracting investment, creating jobs, and
building domestic supply chains. There have also been significant subsidies provided to the
US hydrogen industry for example to build manufacturing facilities

To secure similar benefits in Canada, the CHA recommends:

e Significant additional incentives within the CHITC and Clean Technology
Manufacturing ITC (CMITC) for project proponents that demonstrate strong
contribution to Canadian value creation and supply chain resilience across the
hydrogen value chain, including through procurement of equipment and
components such as electrolyzers, compressors, storage systems, and other key
hydrogen technologies manufactured in Canada or in jurisdictions with which
Canada has comprehensive trade agreements.

e Transitioning the CMITC from an investment-based incentive to a production-based
tax credit focused on benefitting domestic manufacturers, similar to the U.S. Section
45X Advanced Manufacturing Production Tax Credit.

e Additional incentives within the CHITC for project proponents that procure
Canadian-manufactured equipment and components, such as electrolyzers,
compressors, storage systems, and other key hydrogen technologies.

e Expanding support for Canadian hydrogen manufacturing through procurement,
financing, and investment tools that help domestic producers scale up, secure
project work, and compete globally.

e Establishing reciprocal procurement policies with key hydrogen jurisdictions to
improve market access for Canadian manufacturers and suppliers, while creating
fair, two-way trade in hydrogen equipment and technologies.

Recommendation 5 — Enable Hydrogen Export Infrastructure and Logistics

Canada’s ability to compete in global hydrogen markets will depend on the timely
development of export-enabling infrastructure, including rail, port, and terminal capacity
for hydrogen carriers such as ammonia and liquefied hydrogen.

To support this, the Government of Canada should:

e Clarify its role in supporting rail and port infrastructure required to move hydrogen
and derivatives from inland production hubs (e.g., Alberta) to export terminals.
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e Ensure consistent policy treatment across hydrogen carriers, including ammonia,
methanol, and liquefied hydrogen, to avoid creating unintended competitive
distortions.

e Partner with provinces, ports, and the private sector to de-risk early infrastructure
investments critical to enabling export corridors to Asia-Pacific and European
markets.

e Provide transparent guidance on eligibility for federal support programs across the
full hydrogen value chain, including transport and export systems.

Without coordinated action on infrastructure, Canada risks stranded production capacity
and missed export opportunities, particularly for projects targeting global markets.

Hydrogen is a strategic opportunity for Canada, supporting export diversification, job
growth, energy security, and industrial competitiveness and decarbonization (including in
heavy transport). The next 3-5 years will be decisive, and a refreshed Hydrogen Strategy in
2026—focused building supply and demand, expanding innovation capacity, and
strengthening domestic manufacturing and export capacity—offers a timely chance to
better align policy with economic development goals and the conditions needed for scale.

The CHA would be pleased to meet at your convenience to discuss these priorities further.
David Billedeau

President and CEO
Canadian Hydrogen Association
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