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Executive Summary

The decentralized finance (DeFi) ecosystem on the Polygon network has experienced
explosive growth due to its low transaction fees and high throughput. However, this
accessibility has also made it a prime target for malicious actors. In 2026, an estimated
92% of newly deployed tokens on major Polygon decentralized exchanges (DEXs) like
QuickSwap and Uniswap V3 contain malicious code designed to steal investor funds.
This whitepaper explores the mechanics of these scams, focusing on honeypots,
hidden taxes, and proxy contracts, and introduces AlphaSeeker as a critical tool for
investor protection.

1. The Rise of the Honeypot

A “honeypot” is a smart contract designed to trap funds. The defining characteristic of
a honeypot is that users can purchase the token, but they are technically prevented
from selling it. This creates an artificial price chart that only goes up, luring in more
unsuspecting investors before the developer drains the liquidity pool.

1.1 Mechanics of a Honeypot
Honeypots are typically executed through two primary methods:

e 100% Sell Tax: The contract code allows buys with a standard tax (e.g., 0% to
5%), but hardcodes a 100% tax on sell transactions. When a user attempts to sell,
the transaction either fails or the entire output is routed to the developer’s
wallet.

e Whitelist/Blacklist Functions: The contract includes a function that
automatically blacklists any address that purchases the token, preventing them



from interacting with the DEX router to sell. Only whitelisted addresses
(controlled by the scammer) are permitted to sell.

2. Hidden Taxes and Malicious Proxies

Beyond outright honeypots, scammers employ more subtle techniques to extract
value from traders.

2.1 Hidden Taxes

Many tokens advertise a “0% tax” on their website or Telegram group. However, the
smart contract may contain hidden functions that allow the owner to modify the tax
rate at any time. A common tactic is to launch with a 0% tax, wait for significant
trading volume, and then silently increase the sell tax to 99%.

2.2 Proxy Contracts

A proxy contract is a design pattern that allows a smart contract to be “upgraded.”
While this has legitimate uses (e.g., fixing bugs), it is frequently weaponized in DeFi. A
scammer can deploy a completely safe, audited contract to gain investor trust. Once
sufficient liquidity is locked, they use the proxy mechanism to swap the safe code for
malicious code, instantly turning the token into a honeypot.

3. The AlphaSeeker Solution

Manual verification of smart contracts requires deep knowledge of Solidity and
significant time—a luxury traders do not have in the fast-paced DeFi market.
AlphaSeeker was developed to bridge this security gap.

3.1 Automated Static Analysis

AlphaSeeker is a Telegram-based bot that leverages the GoPlus Security API to perform
instantaneous static analysis of any Polygon smart contract. By simply pasting a
contract address into the chat, users receive a comprehensive security report in under
two seconds.

3.2 Key Detection Capabilities

AlphaSeeker automatically checks for:



e Honeypot Status: Verifies if the token can be sold on major DEXs.
e Tax Limits: Detects hardcoded or modifiable buy/sell taxes.

e Mint Functions: Identifies if the developer can create infinite new tokens to
dump on the market.

e Proxy Detection: Flags contracts that can be maliciously upgraded.

e Ownership Status: Checks if the contract ownership has been renounced,
preventing future malicious modifications.

4. Conclusion

The Polygon DeFi ecosystem offers immense opportunities, but navigating it safely
requires vigilance and the right tools. As scammers become more sophisticated,
relying on manual checks or community sentiment is no longer sufficient. AlphaSeeker
provides traders with the enterprise-grade security intelligence needed to trade with
confidence, ensuring that they do not become exit liquidity for malicious actors.

Disclaimer: AlphaSeeker is a security analysis tool. It does not provide financial advice.
Always conduct your own research before investing in any cryptocurrency.



