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SECTION 1

Strategy by Referral Program Type

Reward value frameworks and program design for referral incentives

$0 CAC 7-10days 12% 50%-+

Organic referral acquisition Average manual referral Estimated fraud rate in Admin overhead reducible
cost reward delivery manual programs via automation

Setting Referral Reward Values: The Four-Factor Framework

The right referral reward value is the minimum amount that motivates continued referral behavior without
eroding program ROI. Overpaying attracts low-quality referrals from reward-motivated referrers; underpaying
fails to sustain referral volume over time.

Low Value Signal High Value Signal Typical Multiplier

Referred Customer LTV Low-margin, High-LTV subscription or 5-15% of first-year
single-purchase product recurring revenue referred customer revenue

Referral Difficulty Easy to share (in-app, Requires personal introduction or 2—-3x base for high-effort
one-click) endorsement referrals

Program Structure Single-sided (referrer Dual-sided (both referrer and 1.5-2x for dual-sided
only) referred) programs

Fraud Risk Profile Authenticated, known Open programs with public Offset with fraud controls,
referrers referral links not higher values

Referral Incentive Value Reference by Program Type

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

Program Type Recommended Reward Delivery Model Typical Compliance Note
Value
Consumer Digital gift card / Visa APl on $25-$75 Both referrer + referee may trigger
Refer-a-Friend conversion dual-sided 1099
B2B Customer High-value gift card Approval $250-$1,000 1099-MISC if >$600 aggregate/yr

Referral workflow + API
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Program Type Recommended Reward Delivery Model Typical Compliance Note
Value

Employee Referral Payroll credit or gift card API on retention $500-$3,000 Payroll integration for tax
milestone withholding

Partner Referral Tiered gift card API on qualified $250-$1,000 FCPA review if partners are
lead + close tiered government-adjacent

Influencer Referral Choice-of-reward link Reward link on $50-$200 1099-NEC for service
conversion compensation

Loyalty Member Points or gift card APl on member $15-$50 Track aggregate across loyalty +

Referral referral referral

Affiliate Referral Commission or gift card API on attributed % of sale or 1099-NEC for affiliate
sale $25-$100 commissions

Referral rewards may qualify as prizes/awards (1099-MISC), service compensation (1099-NEC), or employee income
depending on referrer classification. Consult legal counsel for programs above $250 per referrer.

Referral Program Design Principles

Effective referral programs balance motivation with fraud prevention and program economics.

e Dual-sided rewards drive adoption: Programs that reward both the referrer and the referred customer
generate 2—3x more referrals than single-sided programs. The referred customer’s reward lowers their
conversion friction.

* Instant delivery reinforces behavior: Referrers who receive rewards within seconds of their referral’s
conversion are significantly more likely to refer again. Delayed delivery breaks the feedback loop.

« Tiered structures sustain engagement: Escalating rewards for repeat referrers (higher values at 5, 10, 25
referrals) maintain motivation over time. Flat structures see declining participation.

* Fraud controls must be invisible: Self-referral detection, duplicate prevention, and velocity controls must
operate automatically without creating friction for legitimate referrers.

« Caps prevent runaway costs: Set per-referrer and per-period limits (e.g., max $500/quarter) to prevent
program cost overruns while maintaining motivation for the majority of referrers.

© 2026 All Digital Rewards | alldigitalrewards.com Page 3



The Enterprise Guide to Referral Incentives All Digital Rewards

SECTION 2

Compliance Reference: U.S. & International

IRS reporting, referral fraud governance, OFAC screening, and data privacy

IRS Reporting for Referral Incentives

Referral incentive payments may trigger IRS reporting obligations depending on the referrer’s classification and
the cumulative value paid within a calendar year. The $600 aggregate threshold applies across all programs
paid to a single referrer — not per individual referral or per program.

Applies When Referral Use Case Trigger Threshold

1099-NEC Payment for services Affiliate commissions, influencer referral $600+ aggregate/year
rendered by fees, partner referral compensation
non-employees

1099-MISC Prizes, awards, or Consumer refer-a-friend rewards, B2B $600+ aggregate/year
promotional incentives customer referral bonuses, loyalty member
referral rewards

W-2 / Payroll Employee compensation Employee referral bonuses processed Subject to income tax
through payroll withholding

The $600 threshold is cumulative — it applies across ALL programs paid to a single referrer in a
calendar year, not per individual referral. Platforms must aggregate payments across referral,
loyalty, and promotional programs automatically.

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

 Use a platform with cross-program aggregation tracking — referral rewards must aggregate with any other
incentive payments to the same individual

« Employee referral bonuses must flow through payroll — not issued as gift cards to avoid tax withholding
requirements

» Retain payment records for minimum 3 years (7 years recommended)

* Non-U.S. referrers: W-8BEN required; withholding rules vary by country and tax treaty status
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Referral Fraud Governance: Self-Referral, Duplicate, and Ring Detection

Referral programs are inherently vulnerable to gaming — the incentive to refer creates an incentive to fake
referrals. Organizations running programs with more than 500 monthly referrals must implement automated
fraud prevention to protect program budgets and maintain program integrity.

Self-Referral
Detection

Duplicate
Prevention

Velocity Controls

Ring Detection

Conversion
Validation

Approval
Workflows

Identify and block referrals where the referrer and referred customer are the same person. Match
on email, phone, device fingerprint, IP address, and payment method.

Prevent the same referred customer from being claimed by multiple referrers. First-touch or
last-touch attribution rules configurable per program.

Flag referrers generating statistically unusual volumes of referrals. Configurable thresholds
trigger hold-for-review rather than automatic rejection.

Identify coordinated groups creating circular referral chains (A refers B, B refers C, C refers A).
Pattern analysis across referral networks.

Verify that the referred customer’s qualifying action (purchase, sign-up, account activation)
actually occurred in the source system before issuing rewards.

Route high-value referral rewards through human review before issuance. Configurable
thresholds (e.g., all rewards >$500 require manager approval).

Tax and regulatory requirements vary by program structure, referrer classification, and jurisdiction. 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 Consumer Data Protection

Key Obligations Platform Requirement

GDPR European
Union right to access and deletion; 30-day
response window

Informed consent; data minimization; Configurable retention; automated

deletion; consent logging

CCPA California Right to know, delete, and opt out of Referrer data classification; opt-out
u.s) sale; do not sell disclosures mechanism; deletion on request
CAN-SPAM United States Unsubscribe mechanism in referral Email delivery compliance; unsubscribe

notification emails; accurate sender enforcement

identification

PIPEDA Canada Consent, purpose limitation, and

accuracy requirements

Jurisdiction detection; consent records

OFAC Sanctions Screening
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OFAC screening is required for all international reward payments regardless of incentive value — there is no de

minimis exception. Referral programs with international referrers must screen every payout against the SDN list
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 the point of reward issuance — not retrospectively

« Screen failures must be flagged for human review — automated blocking alone is insufficient for audit
compliance

» 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 referral programs

The right delivery model depends on three factors: how referral conversion events are tracked (automated vs.
manual verification), whether the program is dual-sided (both referrer and referred customer receive rewards),
and the referral volume your program generates. Most enterprise referral programs use API-triggered delivery
as their primary model.

API-Triggered Instant Delivery

Description Your CRM or referral platform calls ADR’s REST APl when a referred customer completes the
qualifying conversion event. The referrer receives their reward within 60 seconds. Supports
dual-sided delivery, tiered values, and real-time status callbacks.

Best For Best for: High-volume consumer and B2B referral programs with automated conversion tracking
Integrations Integrations: Salesforce, HubSpot, ReferralCandy, Friendbuy, Ambassador, custom referral portals

Team Maturity Team maturity: Requires engineering for initial API integration (2—3 weeks)

Secure Reward Links

Description Generate unique reward links sent to referrers via email or SMS on qualification. Referrers click the
link and select from a branded catalog. Each link is single-use, tracked, and tied to the specific
referral.

Best For Best for: Programs with manual verification steps or offline qualification

Integrations Integrations: Any email/SMS platform — no API integration required

Team Maturity Team maturity: Marketing-led — no engineering involvement

Referral Code Distribution

Description Assign unique referral codes to each referrer for sharing. When a new customer uses the code, the
system tracks the referral chain and triggers the referrer’'s reward. Codes enable precise per-referrer
attribution.

Best For Best for: Social sharing, in-app referrals, partner distribution channels

Integrations Integrations: E-commerce platforms, mobile apps, partner portals

Team Maturity Team maturity: Marketing-led — code generation through platform interface
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Batch File Upload

Description Upload a CSV of verified referrals with referrer identifiers, reward types, and amounts. ADR
processes the batch and delivers all rewards within the processing window.

Best for: Programs with offline verification, manual qualification, or ATS-based employee referrals
Integrations: CSV export from any system — ATS, CRM, manual review tools
Team maturity: Operations-led — manual upload with validation

CRM & Referral Platform Integration Reference

Salesforce REST API via Flow Trigger on Opportunity close or custom referral
or Apex object

HubSpot REST API via Yes Trigger on deal stage change or contact property
workflows update

ReferralCandy REST API via Yes Native referral tracking with reward delivery handoff
webhooks

Friendbuy REST API Yes Dual-sided reward support with conversion validation
integration

Ambassador REST API via events Yes Multi-tier referral program support

Custom Portal Direct REST API Yes Standard HTTP integration — 2—3 week

implementation

No Referral Platform N/A Yes Use batch upload or link-based delivery
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SECTION 4

Platform Evaluation Checklist

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

Not all incentive platforms are built for the complexity of enterprise referral programs. ltems marked O are
critical — platforms missing more than two [ items should be disqualified.

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 REST API with webhook/callback support for real-time delivery confirmation O

m Bulk batch upload via CSV with validation and error reporting [

m Link-based delivery with unique, single-use redemption URLs
STAEDAR m Branded redemption pages or portal with custom domain support

m Dual-sided reward delivery (simultaneous to referrer and referred) [

CRITICAL . .
m Sub-second delivery latency for API-triggered rewards 0
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Compliance & Governance

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

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 granular permission management [J

STANDAR

Multi-level approval workflows for high-value disbursements

CRITICAL . . .
® Immutable audit trail for all reward issuances and data access [J

STANDAR

W-9 / TIN collection and tax documentation support

Referral Fraud Prevention & Analytics

CRITICAL . . .
m Self-referral detection by email, phone, IP, device, and payment method O

CRITICAL . . . ) I
m Duplicate referral prevention with configurable attribution rules O

II

STANDAR . . .
b m Velocity controls and referral ring detection

STANDAR . . . .
m Real-time referral analytics with conversion rates and referrer leaderboards

STANDAR . . .
m Per-referrer and per-period reward caps with automatic enforcement

ll

Support & SLA

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

CRITICAL m SLA covering API uptime of 99.9%+ with defined remedies O

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 program configuration to full referral rollout

ADR'’s implementation for referral programs follows a phased approach. Program configuration, reward catalog
selection, and fraud control setup are completed within the first two weeks. API integration follows, with most
integrations reaching first test referral within three weeks. Full production rollout is typically operational within
four to six weeks.

Phase 1: Program Configuration & Rules Weeks 1-2

Objective: Define referral rules, eligibility, reward values, caps, and fraud controls before technical work begins.
« Define referral eligibility (who can refer, who can be referred, qualification events)

« Configure reward values and structure (flat, tiered, dual-sided)

 Set per-referrer and per-period reward caps

» Configure fraud controls: self-referral detection, duplicate prevention, velocity thresholds

« Define qualification windows (e.g., referred customer must convert within 30 days)

« Identify stakeholders: marketing, partnerships, finance, legal

« Select reward catalog and configure branded redemption experience

Phase 2: API Integration & Tracking Setup Weeks 2-3

Objective: Connect CRM or referral platform to ADR’s API and configure referral chain tracking.
 Provision API keys and configure webhook endpoints

« Integrate referral conversion events from CRM or referral platform

» Configure dual-sided delivery if applicable

« Set up referral chain tracking and attribution logic

« Configure referrer dashboards and leaderboards

« Set up 1099 aggregation tracking for cross-program payments

« Test with sandbox environment and sample referral flows
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Phase 3: Pilot Program & Validation Weeks 34

Objective: Validate end-to-end referral flow with a limited referrer segment before full rollout.
 Launch pilot with a controlled referrer segment

« Validate referral chain tracking from share through conversion

« Test fraud controls with simulated self-referrals and duplicates

« Verify dual-sided delivery timing and accuracy

« Confirm analytics accuracy — conversion rates, referrer leaderboards, cost-per-referral

» Test reward cap enforcement

« Review pilot results with marketing and finance stakeholders

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

Obijective: Scale to full referrer base with ongoing optimization.

« Launch referral program across all eligible referrer segments

» Monitor referral volume, conversion rates, and fraud metrics

» Optimize reward values based on channel and referrer segment performance

* Review fraud control effectiveness — adjust thresholds based on actual patterns
e Quarterly 1099 reconciliation review with finance team

« Expand to new referrer segments, channels, and program types

Stakeholder Engagement Matrix

Marketing / Growth Lead e Active e Active e Active e Active
Partnerships / BD e Active m Review e Active e Active
Engineering / Dev Ops m Review e Active e Active m Review
Finance / Accounting e Active m Review m Review 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 — Referral Incentive Programs

All Digital Rewards

Form Required Threshold Action Required

Consumer refer-a-friend reward None
<$600/yr
Multiple referral payments 1099-MISC
>$600/yr to same referrer
Affiliate/influencer referral 1099-NEC
commission >$600/yr
Employee referral bonus (any W-2 / Payroll

amount)

Non-U.S. referrer receives
reward

See treaty rules

<$600
aggregate

$600+
aggregate

$600+
aggregate

Subject to
withholding

Varies

Track for aggregate across all programs

W-9 collection; file 1099-MISC by Jan 31

W-9 collection; file 1099-NEC by Jan 31

Process through payroll; withhold income

and FICA taxes

W-8BEN required; withholding may apply

Disclaimer: This cheat sheet is a general reference only. Tax treatment varies by referrer classification, payment

structure, and jurisdiction. Consult qualified tax counsel for program-specific guidance.

Delivery Model Decision Matrix

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

High-volume consumer refer-a-friend program
B2B referral with manual qualification stage
Employee referral tied to ATS milestones
Partner referral with tiered rewards
Social/influencer sharing program

Offline referral with manual verification

Pilot program testing referral impact

© 2026 All Digital Rewards | alldigitalrewards.com

API-triggered instant delivery
Approval workflow + API delivery
API on retention milestone

API on qualified lead + close
Referral codes + API on conversion
Batch file upload

Reward links (fastest to deploy)

$25-$75 dual-sided
$250-$1,000 per referral
$500-$3,000 per hire
$250-$1,000 tiered
$50-$200 per conversion
$25-$100 per verified referral

$15-$50 per referral
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Glossary

1099-NEC
1099-MISC

CCPA

Conversion Event

Dual-Sided Reward
GDPR

OFAC

RBAC

Referral Chain
Referral Ring
SDN List
Self-Referral
Velocity Control

W-9

All Digital Rewards

IRS form for reporting non-employee compensation of $600+ in a calendar year.
IRS form for prizes and awards — applies when incentives are not for ‘services rendered.’

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

The specific action that qualifies a referred customer — e.g., purchase, sign-up, account activation.

A referral reward structure where both the referrer and the referred customer receive incentives
simultaneously.

General Data Protection Regulation — EU law governing collection, processing, and storage of
personal data.

Office of Foreign Assets Control — U.S. Treasury agency administering sanctions programs.
Role-based access controls — security model restricting system access based on user roles.
The tracked connection between referrer and referred customer across sharing channels.

A coordinated group creating circular referral chains to fraudulently generate rewards.
Specially Designated Nationals list — OFAC's list of sanctioned individuals and entities.

A fraudulent referral where the referrer and referred customer are the same person.

Fraud prevention mechanism flagging statistically unusual referral volumes from a single referrer.

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