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SECTION 1

Strategy by Recognition Program Type

Reward value frameworks and program design for employee recognition

$2,000+ 1-2 wks 40-60% 84%

Average annual recognition ~ Average manual recognition Admin overhead reducible Employee engagement with
budget/employee delivery via automation structured programs

Setting Recognition Reward Values: The Four-Factor Framework

The right recognition reward value reinforces the behavior without creating entitlement expectations.
Overpaying devalues the recognition gesture; underpaying signals the organization does not value the

contribution.

Low Value Signal High Value Signal Typical Range

Recognition Type Peer shout-out, Performance achievement, $10-$25 peer; $50-$200
thank-you project completion manager

Employee Level Entry-level, individual Senior leader, high-impact Scale with organizational
contributor contributor level

Frequency Weekly Quarterly or annual achievement Lower per-event for
micro-recognition frequent programs

Milestone Significance 1-year anniversary, 10+ year tenure, retirement $50 (1yr) to $500+ (20yr)
onboarding

Recognition Reward Value Reference by Program Type

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

Program Type Recommended Reward Delivery Model Typical Compliance Note
Value
Spot Recognition Digital gift card Manager-initiated $25-$100 Taxable; track cumulative per
instant employee
Peer-to-Peer Points or small gift card Nomination + $10-$50 Taxable; aggregate with other
auto-approve rewards
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Program Type Recommended Reward Delivery Model Typical Compliance Note
Value

Service Anniversary Choice-of-reward catalog Automated $50-$500 Taxable; payroll integration
milestone tiered recommended

Performance Bonus Prepaid Visa/MC Manager + $100-$500 Taxable compensation; W-2
approval reporting
workflow

Onboarding Branded gift card Automated on $25-$75 Taxable; include in first payroll

Welcome start date cycle

Team Achievement Group reward or Manager-initiated $50-$150 per  Taxable; track per recipient

individual person

Safety / Compliance Digital gift card Automated on $25-$100 May qualify as de minimis if

certification infrequent

Employee recognition rewards (cash and cash equivalents) are generally treated as taxable compensation. De minimis
fringe benefits may be excluded if sufficiently small and infrequent, but the IRS has not defined a specific dollar
threshold. Consult your tax advisor and payroll department.

Recognition Program Design Principles

Effective enterprise recognition programs balance frequency, value, and governance.

« Instant delivery reinforces recognition: Recognition delayed by days or weeks becomes an administrative
transaction, not a motivational moment. Design for sub-60-second delivery.

* Manager autonomy within guardrails: Managers should recognize without waiting for HR approval on
routine awards. RBAC with per-manager budgets and auto-approval thresholds enables speed with
governance.

* Multiple recognition pathways: Run manager-initiated, peer-to-peer, and automated milestones
simultaneously. Different pathways capture different types of contributions.

 Hierarchical budgets prevent overruns: Nested budgets from corporate to division to department to
manager enforce limits at every level with real-time visibility.

e Tax tracking must be automated: Manual tracking of cumulative employee reward values fails above 1,000
employees. Platform-level aggregation with payroll integration is essential.
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SECTION 2

Compliance Reference: U.S. & International

IRS tax reporting for employee rewards, RBAC governance, OFAC screening, and data privacy

IRS Tax Reporting for Employee Recognition Rewards

Employee recognition rewards are subject to specific IRS reporting requirements. Cash and cash-equivalent
rewards (gift cards, prepaid cards) are generally treated as taxable compensation regardless of value. The
$600 aggregate threshold for 1099 reporting does not apply to employees — employee rewards are reported
through payroll (W-2), not 1099 forms.

Reward Type Recognition Use Case Reporting Method

Cash / Gift Taxable compensation Spot recognition, performance bonuses, W-2 / Payroll

Cards peer awards withholding

Prepaid Taxable compensation Manager recognition, milestone awards W-2 / Payroll

Visa/MC withholding

Tangible May qualify as de minimis Holiday gifts, branded items, flowers Potentially excludable;
Property if small and infrequent consult tax advisor
Length-of-Servi Excludable if tangible Service anniversary awards (non-cash) Excludable if conditions
ce property, >5 years, <$400 met; otherwise W-2

Employee recognition rewards are NOT reported via 1099. All cash and cash-equivalent employee
rewards flow through payroll as taxable compensation. Platform-level cumulative tracking per
employee with payroll integration is essential for compliance.

Operational Requirements:

 Track cumulative reward values per employee across ALL recognition programs — spot, peer, milestone, and
performance

* Integrate recognition data with payroll system for tax withholding on cash-equivalent rewards
» Maintain records of all recognition events for audit purposes (minimum 3 years, 7 recommended)
« Configure platform to flag when cumulative employee rewards exceed internal policy thresholds

* Non-U.S. employees: tax treatment varies by country; consult local tax counsel for international recognition
programs
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Employee Reward Tax Governance: De Minimis, Length-of-Service, and Payroll
Integration

Employee recognition programs must navigate IRS rules on taxable compensation, de minimis fringe benefits,
and length-of-service award exclusions. Organizations with 1,000+ employees cannot manage this complexity

manually — automated tracking with payroll integration is required.

Taxable
Compensation

De Minimis Fringe
Benefits

Length-of-Service
Exclusion

Payroll Integration

Cumulative
Tracking

Audit Trail

All cash and cash-equivalent rewards (gift cards, prepaid cards, digital rewards) are taxable
compensation reported through payroll. No minimum threshold — a $10 gift card is taxable.

Tangible property of sufficiently small value given infrequently may be excludable. The IRS has
not defined a specific dollar threshold. Cash and cash equivalents never qualify.

Tangible personal property (not cash) awarded for 5+ years of service, valued at $400 or less,
may be excludable from income. Cash awards for service do not qualify.

Recognition platform must export cumulative reward values to payroll system for proper tax
withholding. Manual reconciliation fails above 1,000 employees.

Platform must track rewards per employee across ALL recognition programs (spot, peer,
milestone, performance) for accurate payroll reporting.

Every recognition event, approval, and reward delivery must be logged with timestamp, value,
initiator, and recipient for tax audit readiness.

Tax and regulatory requirements vary by reward type, value, frequency, and employer classification. 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 Employee 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; Employee data classification; deletion
(U.s) employee data included since Jan on request
2023
HIPAA United States Applies if recognition data intersects Data segregation; no health data in
with wellness program health data recognition records
PIPEDA Canada Consent, purpose limitation, and Jurisdiction detection; consent records
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OFAC Sanctions Screening

OFAC screening is required for all international reward payments regardless of value. Recognition programs
with employees 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 recognition programs

The right delivery model depends on three factors: how recognition events are initiated (manager, peer,
automated), the organizational approval structure, and whether the program is points-based or direct-reward.
Most enterprise recognition programs use manager-initiated delivery as their primary model with automated
milestones and peer nominations running in parallel.

Manager-Initiated Instant Recognition

Description Managers access a branded interface (web or HRIS-integrated), select an employee, choose a
reward value within their approved budget, and add a personal message. The employee receives
their reward within 60 seconds.

Best For Best for: Spot recognition, performance awards, project completions, team contributions
Integrations Integrations: Workday, ADP, BambooHR, UKG, SAP SuccessFactors

Team Maturity Team maturity: HR-configured; managers self-serve within RBAC guardrails

Automated Milestone Programs

Description Configure automated rewards for service anniversaries, birthdays, onboarding completions, or other
date-triggered events. Supports tiered values and personalized messaging per milestone type.

Best For Best for: Service anniversaries, onboarding welcome, tenure milestones, certifications
Integrations Integrations: HRIS date fields drive automation — no manual triggers needed

Team Maturity Team maturity: HR-configured once; runs automatically without ongoing management

Peer-to-Peer Nomination

Description Employees nominate colleagues through a branded portal or HRIS integration. Nominations route
through configurable approval workflows. Approved nominations trigger instant reward delivery.

Best For Best for: Cultural recognition, cross-functional collaboration, values-based programs
Integrations Integrations: Intranet, HRIS portal, Slack/Teams (where supported)

Team Maturity Team maturity: Employee-driven; HR configures rules and monitors analytics
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Points-Based Accumulation

Description Employees earn points from manager recognition, peer nominations, and milestones. Points
accumulate and are redeemable in a white-labeled marketplace. Supports company matching and
tiered redemption.

Best for: Organizations wanting a unified recognition currency across multiple programs
Integrations: All recognition events feed into a single points ledger
Team maturity: HR-configured; employees self-serve for redemption

HRIS Integration Reference

Workday REST API + Employee data sync, org hierarchy, manager
Workday Studio relationships
ADP ADP Marketplace Yes Payroll integration for tax reporting
integration
BambooHR REST API Yes Employee directory and milestone date fields
UKG (Kronos) REST API Yes Recognition embedded in UKG workforce
management
SAP SuccessFactors OData API Yes Integration with talent management modules
Custom HRIS Direct REST API SAML/OAu  Standard integration — 2—4 week implementation
th
No HRIS N/A Standalon Branded web portal with manual employee import
e
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SECTION 4

Platform Evaluation Checklist

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

Not all recognition platforms are built for the complexity of multi-division enterprise organizations. ltems marked
O are critical.

Reward Catalog & Global Reach

CRITICAL . . . .

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

m Coverage across 100+ countries with locally relevant brands 0

STANDAR . . .
m Real-time foreign exchange rates with transparent fee structure

D
CRITICAL i . . .
m Prepaid Visa/Mastercard available in target geographies 0

STANDAR

b m Charitable donation options for corporate gift policy compliance

Delivery Infrastructure

CRITICAL - . . .
m Manager-initiated instant delivery with RBAC budget enforcement [
CRITICAL
O
STANDAR
D

STANDAR
D

Automated milestone programs with tiered values and scheduling 0

Peer-to-peer nomination with configurable approval workflows

Points-based accumulation with white-labeled marketplace

STANDAR

SSO integration for seamless HRIS-embedded access

D
CRITICAL . "
m Sub-60-second delivery latency for all recognition events [
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Compliance & Governance

CRITICAL . . .
m Cumulative employee reward tracking for payroll/tax reporting O

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

CRITICAL

Configurable GDPR/CCPA data retention and deletion policies [

CRITICAL

Role-based access controls (RBAC) with hierarchical permissions [

STANDAR

Multi-tier approval workflows with configurable thresholds

CRITICAL o .
m Immutable audit trail for all recognition events and approvals [

STANDAR

Payroll system integration for tax withholding data export

Hierarchical Analytics & Budgets

CRITICAL . . o
m Hierarchical budget management: org — division - department — manager [

CRITICAL . . . . )
m Real-time budget consumption tracking with configurable alerts [

II

STANDAR . . A N
b m Recognition analytics by team, department, division, and organization

STANDAR
m Manager and employee engagement dashboards

STANDAR L . : o
m Custom reporting dimensions matching organizational structure

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 organizational mapping to full recognition rollout

ADR’s implementation for enterprise recognition programs begins with organizational structure mapping.
Configuration, HRIS integration, and pilot rollout follow a phased approach that gets recognition into managers’
hands within four to six weeks.

Phase 1: Organizational Mapping & Configuration Weeks 1-2

Objective: Map organizational structure into RBAC, budget hierarchy, and program rules.

* Map organizational hierarchy: divisions, departments, teams, manager relationships

e Configure RBAC: manager budgets, director approval thresholds, HR admin permissions
« Set up hierarchical budget allocations from corporate to manager level

« Configure recognition programs: spot, peer, milestone, performance

 Select reward catalog and configure branded redemption experience

« ldentify stakeholders: HR, finance/payroll, IT (for HRIS integration), division leaders

« Define tax tracking rules and payroll integration requirements

Phase 2: HRIS Integration & Branding Weeks 2-3

Objective: Connect HRIS, configure SSO, and apply organizational branding.
« Integrate HRIS for employee data sync, org hierarchy, and milestone dates
« Configure SSO for seamless manager and employee access

« Set up payroll data export for cumulative reward tax reporting

» Configure white-labeled recognition interface with organizational branding

¢ Set up automated milestone programs with tiered values and messaging

» Configure peer nomination workflows and approval rules

« Test with sandbox environment and sample recognition events
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Phase 3: Pilot Deployment Weeks 3—4

Objective: Validate end-to-end recognition flow with 1-2 pilot departments.

« Launch pilot with select departments covering manager-initiated and peer programs

« Validate RBAC enforcement — managers can recognize within budgets, approval workflows trigger correctly
» Test automated milestone delivery on upcoming anniversaries

« Verify hierarchical analytics — team, department, and division rollups accurate

« Confirm payroll integration — cumulative reward data exports correctly

* Gather manager and employee feedback on recognition experience

« Review pilot results with HR and finance stakeholders

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

Obijective: Scale recognition across all divisions with ongoing optimization.

« Roll out recognition platform to all divisions and departments

« Conduct manager training on recognition interface and budget management

« Configure finance dashboards for real-time recognition spend visibility

« Monitor recognition patterns — identify low-recognition departments for HR intervention
» Quarterly tax reconciliation review with payroll team

« Expand program types based on pilot learnings and organizational priorities

Stakeholder Engagement Matrix

HR / People Operations e Active e Active e Active e Active
IT/HRIS Admin e Active e Active e Active m Review
Finance / Payroll e Active m Review m Review e Active
Division Leaders e Active m Review e Active e Active
Department Managers m Review m Review e Active e Active

e Active involvement required m Review/approval role
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SECTION 6

Quick-Reference Appendix

Tax cheat sheet, delivery decision matrix, and glossary

Employee Recognition Tax Cheat Sheet

Tax Treatment Reporting Action Required

$25 spot recognition gift card Taxable W-2 / Payroll Include in next payroll cycle; withhold
compensation taxes

$100 performance bonus Taxable W-2 / Payroll Include in payroll; withhold income and

(prepaid Visa) compensation FICA

$250 service anniversary Potentially Consult tax May qualify under IRC §274(j) if non-cash

(tangible property, 10yr) excludable advisor and <$400

$50 peer recognition (gift card) Taxable W-2 / Payroll Aggregate with all other recognition
compensation rewards

Holiday gift basket ($35 value) Potentially de May be Must be infrequent, small value,
minimis excludable impractical to track

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

Delivery Model Decision Matrix

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

Manager wants to recognize an employee now  Manager-initiated instant delivery $25-$200 per event

Service anniversaries need to run Automated milestone programs $50—-$500 tiered by tenure
automatically

Employees should recognize each other Peer-to-peer nomination $10-$50 per nomination
Organization wants a unified recognition Points-based accumulation Points equivalent to $10-$100
currency

New hire onboarding welcome gift Automated on start date $25-$75 per hire

Team achieved a project milestone Manager-initiated (group) $50—-$150 per person

Pilot testing recognition before full rollout Reward links (fastest to deploy) $25—-$50 per event
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Glossary

De Minimis
GDPR
HRIS
IRC §274())

OFAC
Peer-to-Peer

RBAC

SDN List
Spot Recognition
SSO

Taxable
Compensation

Tiered Rewards
W-2

White-Label

All Digital Rewards

A fringe benefit so small and infrequent that accounting for it is unreasonable or impractical. Cash
never qualifies.

General Data Protection Regulation — EU law governing personal data processing. Applies to
EU-based employees.

Human Resource Information System — the employer’s central HR platform (e.g., Workday, ADP,
BambooHR).

IRS code section governing the tax exclusion for employee achievement awards (non-cash,
length-of-service, safety).

Office of Foreign Assets Control — U.S. Treasury agency administering sanctions programs.
Recognition where any employee can nominate a colleague, creating horizontal recognition.

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

Specially Designated Nationals list — OFAC’s sanctioned individuals and entities.
Immediate, in-the-moment recognition from a manager for a specific contribution.
Single sign-on — allows employees to access recognition through their existing HRIS login.

Employee income subject to federal income tax, Social Security, and Medicare withholding.

Escalating reward values based on milestone significance (e.g., $50 at 1yr, $500 at 20yr).

IRS form reporting annual wages and tax withholding for employees.

Fully branded under the employer’s identity — no third-party vendor branding visible to employees.
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