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Enterprise retention platforms deliver personalized rewards on behavioral triggers, connect incentive
spend to churn reduction, and measure lifetime value impact in real time.
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SECTION 1

Strategy by Retention Program Type

Reward value frameworks and program design for customer retention

o— /X 18% 4% 20—-40%

Cost of acquiring vs. Average annual churn for Win-back rate from generic Vendor overhead reducible
retaining a customer subscription businesses batch programs via consolidation

Setting Retention Reward Values: The Four-Factor Framework

The right retention reward value is the minimum investment that changes customer behavior — preventing
churn or accelerating renewal — without eroding program ROI. The incentive is measured against the lifetime
value of the retained customer, not the face value of the reward.

Low Value Signal High Value Signal Typical Range

Customer LTV Low-margin, High-LTV subscription or 2-5% of annual customer
single-purchase recurring value

Churn Risk Level Low risk, engagement High risk, active churn signals Higher value for higher
stable risk segments

Program Type Milestone or anniversary Active churn intervention $10-$25 milestone;

$50-$250 intervention

Personalization Generic catalog Tailored to preferences 15-30% higher
redemption with
personalization

Retention Reward Value Reference by Program Type

The matrix below provides starting-point values for common retention program types.

Program Type Recommended Reward Delivery Model Typical Compliance Note

Value

Churn Prevention Personalized digital APl on churn risk $50-$250 by Track aggregate per customer for
selection trigger tier 1099

Loyalty Tier Choice-of-reward catalog APl on tier $25-$100 by Track cumulative for loyalty + other

Upgrade qualification tier programs
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Program Type Recommended Reward Delivery Model Typical Compliance Note
Value

Subscription Digital gift card / credit API at renewal $25-$75 Net of returns before 1099
Renewal window calculation
NPS Recovery Personalized high-value API on detractor $50-$100 Track aggregate across CX

offer score programs
Anniversary / Choice-of-reward catalog Automated on $15-$50 Track cumulative with other reward
Milestone date programs
Win-Back Campaign High-value digital API or reward link $75-$200 1099-MISC if >$600

selection aggregate/year
Engagement Points or small gift card API on activity $10-$25 Aggregate with other incentive
Milestone threshold payments

Retention rewards paid to non-employee customers may trigger 1099-MISC reporting at the $600 aggregate threshold
per calendar year. Track cumulative payments across all incentive programs. Consult legal counsel for programs with
stored-value or points liability.

Retention Program Design Principles

Effective retention programs balance personalization, timing, and measurement.

e Behavioral triggers outperform batch schedules: Rewards delivered at the moment of a churn signal or
engagement milestone are significantly more effective than quarterly batch campaigns.

* Personalization drives redemption: Customers who receive reward options matched to their preferences
redeem at 15-30% higher rates than those receiving generic offers.

* Measure cohorts, not campaigns: Compare retention rates between rewarded and non-rewarded customer
groups to isolate the incremental impact of the incentive program.

e Tier your interventions: High-LTV customers showing churn signals warrant higher-value, personalized
interventions. Low-risk customers get milestone rewards at lower values.

* Connect incentive spend to CLV: The ROI of retention rewards is measured against customer lifetime value
— not the face value of individual rewards.
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SECTION 2

Compliance Reference: U.S. & International

IRS reporting, reward liability, escheatment, OFAC screening, and data privacy

IRS Reporting for Customer Retention Rewards

Retention rewards paid to non-employee customers may trigger IRS reporting obligations. The $600 aggregate
threshold applies across all incentive programs paid to a single customer in a calendar year — not per
individual reward or per program.

Applies When Retention Use Case Trigger Threshold

1099-MISC Prizes, awards, or Churn prevention rewards, loyalty tier $600+ aggregate/year
promotional incentives to bonuses, win-back offers, NPS recovery
non-employees incentives

1099-NEC Payment for services Referral bonuses paid to customers who $600+ aggregate/year
rendered by refer others (if structured as compensation)

non-employees

No Form Incentive value below Low-value milestone rewards, engagement Below $600/yr
Required reporting threshold in incentives, small loyalty tier bonuses aggregate
aggregate

The $600 threshold is cumulative — it applies across ALL programs paid to a single customer in a
calendar year. Platforms must aggregate retention, loyalty, referral, and promotional payments
automatically.

Operational Requirements:
« Collect W-9 from all customers before aggregate payments may reach $600

 Use a platform with cross-program aggregation tracking — retention rewards must aggregate with referral,
loyalty, and any other incentive payments to the same customer

* Track reward liability for points and stored-value programs separately from direct reward issuances
 Retain payment records for minimum 3 years (7 years recommended)

« Non-U.S. customers: W-8BEN required; withholding rules vary by country and tax treaty status
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Reward Liability, Escheatment, and Stored-Value Compliance

Retention programs that issue future-redeemable rewards (points, credits, stored value) create financial
liabilities that must be tracked, reported, and managed. State laws on stored-value expiration and unclaimed
property vary significantly by jurisdiction.

Real-Ti Liabilit Track outstanding reward values across all programs and customer segments in real time.
eal-Time Liabili . . . . o o )
y Financial reporting requires accurate liability measurement at any point in the fiscal year.

. " Configure point/credit expiration policies that comply with applicable state laws. Many states
Expiration Policies o o I

prohibit gift card expiration; stored-value expiration rules vary. Always consult legal counsel.
Breakage Model expected non-redemption rates for financial planning. Breakage revenue recognition
Forecasting follows ASC 606 guidance — recognize proportionally as redemptions occur.

Escheatment Flag unredeemed values that may trigger state unclaimed property reporting requirements.
Tracking Escheatment rules vary by state and apply based on the customer’s state of residence.

Gift card and stored-value laws differ across all 50 states. Some prohibit expiration entirely;
State Law Variation others allow expiration after specified dormancy periods. Platform must support per-state rule
configuration.

Every reward issuance, redemption, expiration, and escheatment event must be logged for
financial audit and regulatory compliance.

Audit Trail

Tax and regulatory requirements vary by program structure, reward type, and jurisdiction. State laws regarding
stored-value expiration and unclaimed property vary significantly. Configure tracking and retention policies in
consultation with qualified legal and tax counsel. ADR provides tracking infrastructure and reporting documentation —
not tax filing services or legal advice.

Data Privacy: GDPR, CCPA, and Customer Data Protection

Key Obligations Platform Requirement

GDPR European Informed consent; data minimization; Configurable retention; automated
Union right to access and deletion; 30-day deletion; consent logging
response
CCPA California Right to know, delete, and opt out; do Customer data classification; opt-out
(U.s) not sell disclosures for CA residents mechanism; deletion on request
CAN-SPAM United States Unsubscribe mechanism in retention Email delivery compliance; unsubscribe
reward emails; accurate sender enforcement
identification
PIPEDA Canada Consent, purpose limitation, and Jurisdiction detection; consent records

accuracy requirements
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OFAC Sanctions Screening

OFAC screening is required for all international reward payments regardless of value. Retention programs with
customers in multiple countries must screen every payout at point of issuance.

» Screened countries include Iran, North Korea, Cuba, Syria, Russia (certain persons), and all others on the
OFAC SDN list

» Automated SDN screening must occur at point of reward issuance — not retrospectively
« Screen failures must be flagged for human review

» Maintain records of all screening results for audit purposes
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SECTION 3

Delivery Model Selection Guide

Choosing the right delivery architecture for your retention programs

The right delivery model depends on three factors: how customer behavioral events are tracked, whether the
program uses direct rewards or points-based accumulation, and the level of catalog personalization required.
Most enterprise retention programs use API-triggered behavioral delivery as their primary model with points and
milestone automation running in parallel.

API-Based Behavioral Triggers

Description Your CRM, CDP, or loyalty platform calls ADR's REST API when a customer reaches a behavioral
trigger: churn risk score exceeds threshold, engagement milestone reached, loyalty tier achieved, or
renewal window opens. Personalized reward options delivered within 60 seconds.

Best for: Churn prevention, NPS recovery, renewal incentives, real-time engagement rewards
Integrations: Salesforce, HubSpot, Adobe Experience Platform, Segment, custom CDP
Team maturity: Requires CX/loyalty team + engineering for initial API integration (3—4 weeks)

White-Labeled Loyalty Marketplace

Description Branded rewards marketplace where customers browse and select from personalized catalog
options. Integrates with SSO from your customer portal or loyalty program. Adapts to customer
preferences over time.

Best for: Loyalty programs with browsing/selection experience, high-engagement customer portals
Integrations: SSO from any customer portal; API for points/balance sync
Team maturity: CX-configured; customers self-serve for reward selection

Points-Based Loyalty Integration

Description Customers earn points for engagement activities and redeem in ADR’s marketplace. Supports
configurable earning rules, tier multipliers, point expiration, and organizational matching.

Best for: Existing loyalty programs needing a reward redemption layer
Integrations: Integrates as redemption layer into existing loyalty point systems
Team maturity: CX/loyalty team configures rules; customers self-serve redemption
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Milestone & Anniversary Delivery

Description Automated reward delivery on customer anniversaries, purchase milestones, LTV thresholds, or
custom date-triggered events. Configurable per segment with tiered values.

Best for: Anniversary rewards, onboarding completion, purchase milestone celebrations
Integrations: CRM date fields or scheduled event triggers
Team maturity: CX-configured once; runs automatically without ongoing management

CRM & Loyalty Platform Integration Reference

Platform API Integration Points/Mark Notes
etplace

Salesforce REST API via Flow Yes Trigger on churn score, lifecycle stage, or
custom events

HubSpot REST API via workflows Yes Trigger on deal stage, contact score, or
behavioral events

Adobe Experience REST API via Journey Yes CDP behavioral triggers with real-time

Platform Orchestration personalization

Segment REST API via event Yes CDP event stream triggers reward delivery
triggers

Custom Loyalty System Direct REST API Yes Standard integration — 3—-4 week

implementation

No CRM/CDP N/A Marketplace Use branded marketplace with manual
customer import
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SECTION 4

Platform Evaluation Checklist

25-point enterprise readiness scorecard — use this to evaluate any retention reward platform

Not all incentive platforms are built for the complexity of enterprise retention programs. Items marked [0 are
critical.

Reward Catalog & Personalization

CRITICAL

O
CRITICAL

O
CRITICAL

O
CRITICAL i . . .

m Prepaid Visa/Mastercard available in target geographies 0

STANDAR
D

m 1,000+ brands across gift cards, prepaid debit, and merchandise O

m Coverage across 100+ countries with locally relevant brands O

m Catalog personalization based on customer segment, history, and location [

m Charitable donation options for corporate social responsibility programs

Delivery Infrastructure

CRITICAL
O
CRITICAL
O
STANDAR
D

STANDAR
D

m REST API with real-time behavioral trigger support [

White-labeled loyalty marketplace with SSO integration [

Points-based accumulation with configurable earning and redemption rules

Milestone/anniversary automation with tiered values

STANDAR
D

CRITICAL . .
m Sub-60-second delivery latency for all triggered rewards O

Conditional reward logic (different values by segment, tier, or risk level)
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Compliance & Governance

ERINCAS m Automated 1099-MISC aggregation tracking across all programs [J

RITICAL . . .
= m OFAC SDN screening at point of reward issuance [

CRITCAE m Configurable GDPR/CCPA data retention and deletion policies [

CRITICAL . .
m Role-based access controls (RBAC) with granular permissions [

STANDAR . N .
m Approval workflows for high-value retention interventions

CRITICAL o . .
m Immutable audit trail for all reward issuances and redemptions [

STANDAR N . . .
m Reward liability tracking with breakage forecasting and escheatment

Retention Analytics & Measurement

CRITICAL .
m Churn rate comparison between rewarded and non-rewarded cohorts 0

CRITICAL . . . .
m Real-time retention dashboard with program ROI metrics [

II

STANDAR . .
b m Redemption pattern analytics by customer segment and preference

STANDAR . .
m Incremental CLV measurement attributable to retention programs

STANDAR ) o Lo
m A/B testing support for reward value and personalization optimization

ll

Support & SLA

STANDAR . . . . .
m Dedicated implementation support for enterprise onboarding

CRITICAL m SLA covering platform uptime of 99.9%-+ with defined remedies [

Il

STANDAR
D

m Named account management — not shared support queue only

0 = Critical requirement. Platforms unable to satisfy starred items should not advance to final vendor evaluation.
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SECTION 5

Implementation Roadmap

Four-phase deployment from CRM integration to full retention rollout

ADR'’s implementation for retention programs begins with CRM/CDP integration planning and behavioral trigger

definition. Catalog personalization and program rules run in parallel. Most retention programs reach production
within four to six weeks.

Phase 1: Integration Planning & Configuration Weeks 1-2

Objective: Define behavioral triggers, program rules, and personalization logic before technical integration.
* Map CRM/CDP behavioral events to retention trigger rules

« Define customer segments and reward personalization logic

« Configure program rules: reward values by segment, tier, and risk level

« Set budget controls: per-program, per-segment, per-period limits

« Configure catalog personalization based on customer attributes

« ldentify stakeholders: CX, loyalty, finance, engineering

 Define reward liability tracking requirements for points/stored-value programs

Phase 2: API Integration & Personalization Weeks 2-3

Objective: Connect CRM/CDP, configure behavioral triggers, and set up catalog personalization.
« Integrate CRM/CDP behavioral events via REST API

« Configure conditional reward logic: different values by segment, tier, risk level

« Set up catalog personalization rules based on customer profile data

« Configure white-labeled marketplace or reward delivery templates

« Set up 1099 aggregation tracking for cross-program customer payments

» Configure retention dashboards: churn comparison, redemption analytics, ROl metrics

 Test with sandbox environment and simulated behavioral triggers
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Phase 3: Pilot Program & Validation Weeks 34

Objective: Validate end-to-end retention flow with a controlled customer segment.

« Launch pilot with a single retention trigger (e.g., churn risk) on a limited segment

« Validate behavioral trigger fires correctly and reward delivery completes within SLA
« Test catalog personalization accuracy across different customer profiles

« Verify retention analytics: rewarded vs. non-rewarded cohort tracking

 Test reward liability tracking for points or stored-value programs

« Confirm budget enforcement and approval workflows for high-value interventions

« Review pilot results with CX and finance stakeholders

Phase 4: Full Rollout & Optimization Weeks 4—6+

Obijective: Scale retention programs across all customer segments with ongoing optimization.
« Launch retention programs across all defined behavioral triggers and segments

* Monitor churn rate comparison between rewarded and non-rewarded cohorts

« Optimize reward values and personalization based on redemption and retention data

« Expand to new behavioral triggers: NPS recovery, milestone rewards, loyalty tiers

* Quarterly reward liability reconciliation with finance team

« A/B test reward values and catalog options for continuous improvement

Stakeholder Engagement Matrix

CX/ Loyalty Lead e Active e Active e Active e Active
Engineering / Data m Review e Active e Active m Review
Finance / Accounting e Active m Review m Review e Active
Marketing e Active m Review e Active e Active
Legal / Compliance e Active m Review e Active m Review

e Active involvement required m Review/approval role
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SECTION 6

Quick-Reference Appendix

IRS cheat sheet, delivery decision matrix, and glossary

IRS Reporting Cheat Sheet — Customer Retention Programs

Form Required Threshold Action Required

Single retention reward None <$600 Track for aggregate across all programs
<$600/yr aggregate

Multiple retention payments 1099-MISC $600+ W-9 collection; file 1099-MISC by Jan 31
>$600/yr to same customer aggregate

Loyalty points redeemed for 1099-MISC $600+ Track redemption value; W-9 collection
cash-equivalent >$600/yr aggregate

Win-back offer to lapsed 1099-MISC $600+ per W-9 collection; withhold if no W-9 on file
customer >$600 offer

Non-U.S. customer receives See treaty rules Varies W-8BEN required; withholding may apply

retention reward

Disclaimer: This cheat sheet is a general reference only. Tax treatment varies by reward type, value, and jurisdiction.
Consult qualified tax counsel for program-specific guidance.

Delivery Model Decision Matrix

If your situation is... Use this model Typical value range

Customer showing churn signals in real time API behavioral trigger on risk score $50-$250 by customer tier
Loyalty tier upgrade celebration API on tier qualification event $25-$100 by tier level
Subscription renewal window approaching API at renewal date —30 days $25-$75 per renewal

NPS detractor recovery intervention API on survey score submission $50-$100 with callback
Customer anniversary or purchase milestone Automated milestone delivery $15-$50 per milestone
Lapsed customer win-back campaign API or reward link outreach $75-%$200 per win-back
Loyalty points redemption experience White-labeled marketplace Points equivalent to $10-$100
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Glossary

1099-MISC

ASC 606
Breakage

CCPA

CDP
CLV
Escheatment

GDPR
NPS
OFAC

RBAC

SDN List
Stored Value

W-9

All Digital Rewards

IRS form for prizes, awards, and promotional incentives paid to non-employees.

FASB accounting standard governing revenue recognition — applicable to breakage revenue from
unredeemed rewards.

The percentage of issued rewards that are expected to go unredeemed. Recognized as revenue
proportionally under ASC 606.

California Consumer Privacy Act — grants California residents rights to know, delete, and opt out.

Customer Data Platform — centralized platform aggregating customer behavioral and profile data
from multiple sources.

Customer Lifetime Value — the total revenue a customer is expected to generate over their entire
relationship.

The legal process by which unclaimed property (including unredeemed stored value) reverts to the
state.

General Data Protection Regulation — EU law governing personal data processing.
Net Promoter Score — customer loyalty metric based on likelihood-to-recommend survey responses.
Office of Foreign Assets Control — U.S. Treasury agency administering sanctions programs.

Role-based access controls — security model restricting platform access based on organizational
role.

Specially Designated Nationals list — OFAC’s sanctioned individuals and entities.

Reward value held for future redemption (points, credits, balances) creating a financial liability.

IRS form collecting taxpayer identification from U.S. recipients in advance of 1099 reporting.
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