TIBCO Spotfire Helps
Eastport Analytics and
the Internal Revenue
Service Combat Tax
Evasion Schemes
TIBCO Spotfire enterprise analytics platform is a key
component of Eastport’s innovative analytical process to
identify potential tax evasion activity associated with
offshore credit cards for the IRS.

Challenges:

Eastport Analytics, Inc. is an analytical solutions company providing services and

• 12 million offshore credit
card records to analyze.

challenges. Based in Arlington, Virginia, the company was founded to enhance the impact

• Previous methodologies
took weeks to complete.
• IRS sometimes lacked
data to use as evidence in
building a solid case.

consulting to organizations dealing with extremely complex knowledge management
of analysis and analytical technology on the decision-making process. Eastport’s clients
are primarily involved in the intelligence law enforcement and civil compliance sectors.
The Internal Revenue Service (IRS) regularly conducts programs to identify noncompliant
taxpayers. As part of these efforts, the IRS developed the Offshore Credit Card Program
(OCCP) to enforce the requirement that U.S. citizens pay tax on their worldwide income,
not just income earned in the United States. Credit cards provide easy access to offshore
funds and accounts in tax haven countries, such as Bermuda and the Cayman Islands,

Solutions:

which allow income to be hidden.

• Visual, interactive analytics
provide analyst with
quick insight.

While it’s not illegal to have an offshore credit card – some might be driven by business

• Spotfire guides enable
flexible ability to narrow
down potential offenders.
• Integration into digital
workflow facilitates
seamless dynamic
analytical process.

interests – there’s rarely a legitimate economic reason for the average person to have one
and it’s not easy to obtain one. Given that, the IRS determined that there is a reasonable
basis for believing that some people are using offshore credit cards to evade paying U.S.
taxes and it developed the OCCP to investigate these accounts. The division of the IRS
that is focused on tax compliance and evasion activity turned to Eastport Analytics to
develop an analytical process for creating a pool of the most likely offenders.

Challenges
Tax evaders go to great lengths to find ways to avoid paying taxes without getting

Results:
• Eastport met its goal of
providing IRS with 1,000
qualified accounts.
• IRS has stronger case to
prosecute because of
quality of data.
• Process that would take
2–3 weeks paying an
engineer takes 3–5 days
with Spotfire software.

discovered and, once their methods are detected, to find new ways to continue their
practices. U.S. Congressional actions have imposed many legislative and regulatory
standards to help deter the disguising and concealing of the flow of such illicit money
to make it appear legitimate. Some of these acts, such as the USA Patriot Act, establish
regulations requiring that financial institutions keep records and file reports on certain
financial transactions, making it more difficult to commit financial crimes. At the same
time, there is a lot more information to process and analyze. Eastport is tasked with
helping the IRS put a voluminous amount of data into context to determine if illegal
activity is occurring.
The dataset of offshore credit card information comprises 12 million records that have
been obtained through a summons issued by the IRS to various banks. This is a part of an
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“Once we saw its capabilities,

ongoing set of activities – once the IRS identifies cases that use a new method of potential

Spotfire quickly joined

illegal noncompliant activity, it uses the information to conduct a voluntary compliance

our stable of lab tools.

effort, encouraging tax evaders to come clean with no penalty. But some individuals

It’s a flexible tool, easy to

choose not to, so the IRS has a process in place for prosecuting these cases.

implement, and it allows our
analysts to quickly roll around
in the data.”
Jonathan Adams
Principal
Eastport Analytics, Inc.

Eastport has been working with the IRS on the OCCP for a number of years, trying to find
the best methodology with which to analyze a dataset of this magnitude. The challenge
was to find the most effective way to develop a qualified pool of potential tax evaders
and provide the IRS with solid grounds on which to prosecute a case, with data to back it
up. Eastport determined that it was essential for an analyst to be in the loop, so the firm
sought out tools that would enable them to define an efficient methodology and at the
same time give an analyst the opportunity to guide the process.
There are any number of red flags that could indicate illegal activity, such as
nonresidential addresses that have multiple accounts attached to them (a sign of a
potentially illegal financial promotion scheme); an extraordinarily high transaction volume;
or the payment of an annual fee but extremely low transaction volume. “The analytical
challenge for us was developing a process that was transparent, repeatable and capable
of being communicated within a legal framework,” says Jonathan Adams, Principal of
Eastport Analytics. “In essence, the analysis becomes evidence that can be used to
substantiate a case.”

Solutions
Eastport maintains a lab – the Insight Fusion Lab – with many different analysis tools
that are used on an ongoing basis for its client projects. While the lab has many tools
that will change as the projects change, the firm has a set of workhorse products that
can be flexibly applied to many challenges. To tackle the IRS project more effectively
and efficiently, Eastport selected TIBCO Spotfire enterprise analytics. “Once we saw its
capabilities, Spotfire quickly joined our stable of lab tools,” remarks Adams. “It’s a flexible
tool, easy to implement and it allows our analysts to quickly roll around in the data.” When
asked to define “roll around in the data,” Adams elaborates: “We deliver insight, which is
a combination of data (underlying set of observations), mission context (looking at data as
it relates to a specific set of objectives) and domain knowledge. When we’re talking about
rolling around in the data, we have an exploratory phase where we’re trying to determine
the right combination of those three elements for any given problem. It can be a quite a
challenge and that’s what Spotfire enables us to do.”
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“Because the data changes

Eastport crafted an innovative analytical process that extracts high quality audit-worthy

with each new set, without

accounts from the credit card transaction data. As part of the process, Spotfire software is

Spotfire we would need to pay

used to look at the quantitative characteristics of accounts to identify patterns of suspect

an engineer to write queries in

behavior in order to create a predictive model of potential illegal activity.

SQL code to extract the data

To develop the qualified pool of potential tax evaders, Eastport created a workflow

we’re looking for.”

process that organizes and delivers the findings and the associated evidence in digital

Jonathan Adams
Principal,

case folders. Spotfire enterprise analytics integrated easily into the process, enabling

Eastport Analytics, Inc.

software into the folder. The folder recognizes the account numbers and associates them

the analyst to literally cut and paste a subset of accounts he is interested in from Spotfire
with augmenting information from other databases.
At that point the analyst is in a position to give an IRS legal advisor the information that
would form the basis of explicit grounds for pursuing a case further. The legal advisor takes
the analysis and compares it against IRS internal data to determine if they should move
ahead or not. If noncompliance is still suspected, the legal advisor would be able to justify
the reasons an account was pulled out of over 250,000 accounts – reasons that are defined
in Spotfire guides.

Figure 1. This TIBCO Spotfire
DecisionSite® scatter plot is
focusing on the relationship
between various accountrelated observations and the
level of ATM activity.

TIBCO SPOTFIRE HELPS EASTPORT ANALYTICS AND THE INTERNAL REVENUE SERVICE COMBAT
TAX EVASION SCHEMES

4

TIBCO Spotfire guides are used to reduce the large volume of credit card accounts down
to a reasonable number in order to better focus resources. Eastport created about 40
different guides in Spotfire software to capture the analytical knowledge of the analyst.
The guides look for specific kinds of behavior – such as high levels of certain kinds
of activity, large purchases and high credit limits – that will show up as outliers in the
software’s visual interface. The guides enable the analyst to make various changes based
on his intuition and experience to best focus in on noncompliant accounts. If after running
the guides, the number of accounts is still too large, the analyst can easily tighten one or
more of the variables managed by the guides, e.g., adjusting the credit limit to a different
level.
Two to three times a year Eastport gets new datasets from the IRS. Since it has already
created the Spotfire guides, Eastport has eliminated the need to create new templates and
code each time, facilitating quick analysis. “Because the data changes with each new set,
without Spotfire we would need to pay an engineer to write queries in SQL code to extract
the data we’re looking for,” Adams notes.
Spotfire enterprise analytics has enabled Eastport to harvest the appropriate information
and bring together the case folder all in one place, so that the analyst can dynamically
work with it, make comments and deliver a digital extract to the next phase of the work
process for the IRS.
Figure 2. This TIBCO Spotfire
DecisionSite® Posters chart is
showing key variables related
to noncompliance and how
each account in the dataset is
related to others. The goal is to
look across the entire dataset
and understand how particular
combinations of observations
are related.
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Results
Eastport’s goal was to provide the IRS with a targeted pool of 1,000 accounts with
which to move ahead based on underlying characteristics and other information.
“They’ve never had a pool of audit candidates developed with such structured analysis
before,” observes Adams. “The data, because of the targeted process with which it is
selected, is very valuable to them and more likely to provide them with a solid case.”
The time savings for the analytical portion of the workflow is dramatic. Using Spotfire
enterprise analytics, it takes 3-5 days to analyze all of the data once the coding to
create and integrate the folder system is completed.  Without Spotfire software, it
would have taken 2-3 weeks, with the need to compensate an engineer to run SQL
code. Eastport indicates that the IRS appreciates the firm’s ability to do the work
quickly and more cost-effectively. “We asked the IRS why they continue to work with
us to tackle these projects,” says Adams. “They tell us traditional data IT companies
always come back to them with yet another database, while we are focused on solving
their analysis problems.”
The IRS is intent on only moving forward on a case if it is defensible and in the past
didn’t always have the data to support it. With Eastport’s innovative analytical process
featuring Spotfire enterprise analytics, the IRS is able to prove that it built its case in
a logical and transparent manner, with the supporting data as evidence. Today, the
use of offshore credit cards to evade taxes is becoming less prevalent largely because
of the IRS’ Offshore Credit Card Program. In fact, the IRS has already identified
thousands of suspicious cardholders, many of which have resulted in prosecutable
cases.
In addition to offshore transaction and corporate transaction compliance projects
with the IRS, Eastport has used Spotfire enterprise analytics on a project with the
Department of Defense and has identified other upcoming projects that will require
Spotfire software’s capabilities.
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