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Canada’s data sovereignty story is deceptively calm on the surface. Approximately 79% of respondents report full
PIPEDA compliance. Awareness is strong, with 44% describing themselves as “very well informed.” And the
incident rate — 23% — is the lowest of any region surveyed. But beneath those numbers, the ground is shifting in
ways that demand attention.

The U.S. CLOUD Act casts a long shadow. Forty percent of Canadian respondents identify changes to Canada-U.S.
data sharing arrangements as their top regulatory concern, and 21% flag the CLOUD Act itself as a direct threat

to their sovereignty posture. In a market where 23% of organisations are actively migrating away from U.S. cloud
providers, the question is no longer whether Canadian data needs to stay in Canada — it’s how to prove it does.
The central challenge: building sovereignty you can demonstrate without restricting the cross-border collaboration
Canadian businesses depend on.

of Canadian respondents cite changes to Canada-U.S. data sharing
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The Landscape: Strong Awareness, Lower — But Not Low — Incident Rates

Canadian organisations report solid sovereignty understanding. 44% say they are “very well informed” and another
35% “wellinformed,” putting 79% in the confident tier. That’s consistent with the other regions surveyed —
awareness has effectively converged across Canada, the Middle East, and Europe at approximately 44%
“very well informed.”

Onincidents, Canada’s 23% rate is notably lower than Europe’s 32% and the Middle East’s 44%. But “lower” is not
“low.” Nearly one in four organisations experienced a sovereignty-related incident in the past 12 months. The most
common types were data breaches with sovereignty implications, third-party compliance failures, and government
data access requests. The relatively modest headline number should not breed complacency — particularly given
how rapidly the cross-border risk environment is evolving.
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Canada Reports the Lowest Incident Rate — But U.S. Cross-Border Risk Looms Large
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Sovereignty understanding levels among Canadian respondents (left) and incident rates in regional context (right)

The Business Case:
Security, Trust, and the
Cost of Getting There

Canadian respondents see clear returns
from sovereignty compliance. Improved
security posture leads at 65%, followed
by enhanced customer trust (51%),
better data governance (42%), reduced
legal risks (37%), and competitive
advantage (33%). These numbers are
broadly consistent with the other regions
surveyed, reinforcing that sovereignty

is not just a compliance exercise —it’s a
business value driver.

The CLOUD Act Problem Is Structural,
Not Theoretical

When a Canadian organisation stores data with a U.S.-
headquartered cloud provider, that data may be subject to U.S.
government access requests regardless of where it physically
resides. Twenty-one percent of Canadian respondents
identify the CLOUD Act as a direct sovereignty concern. This

is not a future risk —it’s a current architectural reality. The
23% migrating away from U.S. providers are responding to a

jurisdictional gap that contracts and vendor assurances alone
cannot close. Sovereignty requires architecture, not just policy.

On the cost side, the picture is unambiguous. Technical infrastructure changes top the resource list at 65% — the
highest of any region — followed by legal and compliance expertise (56%) and documentation and auditing (44%).

Annual spending concentrates in the C$250K-CS1M tier (37%) and CSIM-CS$5M tier (33%), with 9% exceeding
CS5M. The investments are flowing into areas that produce provable control: data residency enforcement,
encryption key custody retained in-jurisdiction, access policy automation, and exportable audit trails that satisfy
both regulators and enterprise customers.
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Sovereignty Delivers Clear Returns — But Technical and Legal Costs Are High
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Business benefits realised from sovereignty compliance (left) and top resource demands (right)

Customer pressure adds urgency. More than half of Canadian respondents report that 26% to 75% of their
customers inquire about sovereignty practices. Sovereignty is not an internal compliance function anymore —it’s
a customer-facing trust signal, and the organisations that can demonstrate their posture on demand will hold a
competitive edge.

The Threat Map: U.S. Risk Dominates the Horizon

Canada’s regulatory concern profile is distinct from every other region surveyed. It is overwhelmingly shaped
by the U.S. Changes to Canada-U.S. data sharing arrangements lead at 409%, followed by the CLOUD Act (219%),
new privacy reforms (199%), and provincial law changes (14%). No other region has a single external jurisdiction
dominating its concern landscape this completely.

This makes sense geographically and commercially. Canadian organisations are deeply integrated with U.S.

supply chains, cloud infrastructure, and business operations. That integration is a strength in normal times and a
sovereignty vulnerability in uncertain ones. The organisations that recognise this duality — and build architectures
that enable secure collaboration without compromising jurisdictional control — will be better positioned than those
that treat cross-border data flows as a solved problem.
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The U.S. Casts a Long Shadow — And Canadian Organizations Are Responding

Top Regulatory Concerns
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Top regulatory concerns (left) and planned sovereignty strategies for the next two years (right)

Al Governance: Split Between
Localisation and Sensitivity-
Based Approaches

37% of Canadian respondents keep all Al
training data within Canada, and another
37% use a mixed approach based on data
sensitivity. Safeguard adoption is solid:
regular Al audits lead, followed by impact
assessments, consent management, and
data minimisation practices. Only a small
fraction reports no Al safeguards in place.

As federal and provincial privacy reforms
advance and Al-specific regulations
emerge, the 37% already localising Al data
are ahead of the curve. The mixed-approach
group will need to formalise their sensitivity
classifications to avoid becoming the
compliance gap that regulators target first.
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Sovereignty You Can Prove:
The Canadian Imperative

With PIPEDA compliance strong at 79% and awareness at
44%, Canada’s gap is not knowledge — it’s evidence. The shift
required is from stated compliance to provable control, built on
three pillars. Controls: residency enforcement and encryption

key custody that prevent data from crossing jurisdictional
boundaries at the architecture level. Evidence artifacts:
exportable audit trails, data residency logs, and compliance
reporting that satisfy regulators and customers on demand.
Response readiness: tested playbooks for government data
access requests (including CLOUD Act scenarios), third-party
vendor failures, and unauthorised transfer events.
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Five Priorities for 2026

1. Accelerate migration to Canadian-controlled infrastructure

o 23%b0 are already migrating from U.S. providers. For organisations still relying on U.S.-headquartered
cloud services, sovereignty remains architecturally unenforceable regardless of contractual language.

5496 plan to do this over the next two years — the top planned strategy. Automation is the most
efficient path to reducing the 65% technical infrastructure burden while maintaining audit-ready
documentation.

E 2. Invest in compliance automation
2

3. Build CLOUD Act response playbooks

21%o cite it as a direct concern, but few have tested incident response plans for a U.S.
government data access request targeting Canadian-held data. Run the tabletop exercise before
the request arrives.

Eozs" 4. Formalise Al data localisation policies

37%o0 localise now; another 37% use a mixed approach. As Al regulation matures, organisations
without a documented, defensible Al data strategy will face enforcement risk and customer scrutiny.

5. Turn sovereignty into a customer trust asset

)

73 With 51%0 citing enhanced trust as a benefit and over half of customers inquiring about practices,
organisations that can demonstrate sovereignty on demand — through exportable evidence, not just
policy documents — will win the trust premium

Kiteworks and Data Sovereignty

The survey data makes clear that Canadian organisations need sovereignty
they can prove — architecture-level control over where data resides and who
can access it, with the evidence to back it up on demand. The Kiteworks
Private Data Network is purpose-built for this challenge. Its flexible
deployment options — on-premises, private cloud, hybrid, and FedRAMP —
allow organisations to store sensitive content exclusively within Canadian
infrastructure, ensuring data never crosses jurisdictional boundaries where it
could be subject to the U.S. CLOUD Act.
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Kiteworks retains encryption key custody in-jurisdiction, enforces geofencing
through configurable IP block-lists and allow-lists, and consolidates email,
file sharing, managed file transfer, SFTP, and web forms into a single platform
where every file is controlled, tracked, and protected as it enters and exits the
organisation. Critically, Kiteworks generates the exportable audit trails and
immutable compliance logs that this report identifies as the gap between
stated compliance and provable control — giving organisations the evidence
artifacts to satisfy regulators, auditors, and customers on demand

For the complete report with detailed methodology,
industry breakdowns, and regional analysis,
download it now.

Download the Report

Ki-l-ewc rks Copyright © 2026 Kiteworks. Kiteworks’ mission is to empower organizations to effectively manage risk in
every send, share, receive, and use of private data. The Kiteworks platform provides customers with a Private
Data Network that delivers data governance, compliance, and protection. The platform unifies, tracks,
controls, and secures sensitive data moving within, into, and out of their organization, significantly
improving risk management and ensuring regulatory compliance on all private data exchanges.
Headquartered in Silicon Valley, Kiteworks protects over 100 million end-users and thousands of global
enterprises and government agencies.
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