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Abstract

Taxes are the most important source of revenue the state relies on to maintain public services.
The basic objective of our tax system is to collect taxes in a fair and balanced manner, within
the framework of the principles set out in the Constitution. Taxes on income make up a large
proportion of tax revenues. In this context, salary income is taxed under the Income Tax Act
and there are special regulations for the salary of athletes for the promotion of sport. Looking
at Turkey's tax system, different methods of taxing athlete fees have been applied at different
times. Comparisons with other countries show that in Turkey, the income tax rates applied to
athlete salaries are relatively low, causing problems in terms of tax fairness. The study
examined the legal regulations on the taxation of athlete fees and the implementation processes
of these regulations, as well as proposals for the correction of practices that distort tax fairness.
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Introduction

Salaries earned by athletes are taxed in accordance with constitutional principles.
However, some aspects of the taxation of athletes, both in literature and in the public, are said
to affect tax justice. In particular, the taxation of domestic athletes' gains with a lower tax rate
compared to those abroad supports these views (ERGUR, O.K., & KUSTEKCI, A. (2021).

For our tax system, we can divide tax revenues into three main categories: income,
expenditure and taxes on wealth, for our tax legislation. Income taxes are divided into two
categories: income tax on real persons and institutional tax on legal persons. Based on the
records of the Revenue Administration, the distribution of tax revenues in Turkey in 2019
shows that the share of income tax is 25.36% and that of institutional tax is 10.68%, and that
the "income tax" ratio has a large share in the total tax income collected (CARIBAS, D. 2020).

In accordance with the Income Tax Act No. 193, payments made to athletes by transfer
fee or by name and benefits provided are assessed within the fee, and the fees paid to them by
sports clubs and anonymous sports companies are taxed by a fixed rate of withdrawal according
to provisional article 72 and not according to the increasing rate of tax according to article 94
of the GVK.

As of 31/12/2023 athletes are paid by sports clubs and anonymous sports companies in
the sports under the league procedure, with income tax deductions of 20% for top leagues, 20%
for the top six leaguees and 5% for the other league. Payments to athletes in sports that are not
subject to the league procedure and payments to national sportsmen in exchange for
participation in international competitions are subject to a 5% income tax deduction.

As the level of the leagues decreases to protect the sport and the athlete, the reduction
of tax rates is the main source of tax injustice. The main problem here is whether the low tax
rates in the context of promoting sport and athletes at the entry-level level have achieved their
goal. In other words, it is questionable whether or not this advantage created for athletes as a
result of low tax rates and taxation reflects sporting achievements.

The taxation of athletes will be explained by enriching them with examples, taking into
account updates in the work and tax legislation. Resources obtained using documentary
scanning techniques were used in the study. In this context, the tax legislation will be reviewed,
the books and theses that have been written about the taxation of athletes have been reviewed
and the conceptual framework will be included in the first part of our study, the second part

will describe the identification of the eligibility of the athlete, the subject of the tax, the event
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of taxation, the method of taxing, tax rates by periods, the expenses to be reduced during the
period and through the declaration, with examples of under what conditions and how to declare
the cash pay, equal pay, compensation and other income elements that athlets can receive, the
third part will compare the taxing of sportsmen in foreign countries and in our country, and in

the final part we will include proposals on the subject.

1.1. Taxation Of Athletes in Turkey

Taxes are the most basic source of income the State needs to carry out public services.
The fair and balanced distribution of taxes in accordance with the fundamental principles laid
down in the Constitution is the main objective of the tax system. Income from salaries is taxed
under the Income Tax Act, and there are exceptional arrangements for taxing athlete's salaries
in order to promote sport. When it comes to the Turkish tax system, different taxation
procedures are applied at different periods in relation to the taxation of athlete's salaries. In our
country, taxes are levied on the income, expenditure and wealth of the payers. Since there is no
specific tax on the expenditure and wealth that athletes will pay, our study will focus on the
taxes that they will pay on their income (payments).

While sport plays an important role in creating a healthy individual/community, as a
fundamental phenomenon of modern society, sport also interacted with economic and social
elements in the 2000s. In this context, the income earned by the employer at the expense of
physical labor by the athletes is assessed as wage income according to the GVK (ATES, A., &
TOKSOY, T. (2023).

In economic terms, wages are "the compensation for the physical and mental human
power used in production" and "the price paid to be able to use food in production". According
to another recognition, "remuneration is a condition of a service contract, and the remuneration
for work is a money agreed upon or fixed by law. Another different recognition is that "pay is
a remuneration for service" or "a reward for work." According to article 55/1 of the
Constitution, “the remuneration is the reward for labor. According to article 26 of the Labour
Code No. 1475 (former) and article 32 of the (new) Labour Law No. 4857: “Wage is, in general
sense, the amount provided to a person by the employer in exchange for a job or by third parties

and paid in money.
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The high income earned by professional footballers answers the question of which
income element should be assessed in tax terms. In many countries, along with the countries
surveyed, footballers are defined as workers in the labour law, or are considered to be paid in
laws such as the debt law. In tax laws, however, the income earned by professional footballers
is regarded as wages and the remuneration income is taxed under the regulations under this
heading. The taxation of salary income earned by footballers is based on the basis that the salary
is deducted at the source at the time of payment, and the deductions made in the event of a
declaration are exempted from the calculated income tax (Giiler, A. (2022).

In terms of tax law, the salary is covered in GVK 61. According to this recognition,
wages are defined as benefits that are provided by money and months and can be represented
by money in exchange for services performed by persons who work for a particular employer,
depending on their place of work. Each of the laws in the tax legislation defines the beneficiaries
of that law, and the other bases are based on eligibility. Since the athletes are real persons, their
income will be taxed under the Income Tax Act No. 193 (GVK) and according to the applicable

law, the sportsmen are taxed as full payee or narrow payee.

1.1.1. Fully Qualified Athletes

The full beneficiary is the taxable beneficiary in Turkey for all earnings earned within
and outside the country. (GVK m.3). The full eligibility conditions are set out in articles 3 and
4 of the GVK. According to the GVK, the first requirement for an athlete to be fully eligible is
that he is established in Turkey. So residence is taken into account. The athlete must either be
a resident of Turkey or have been resident in Turkey for more than six months continuously in
a calendar year.

The other requirement is for Turkish citizens who are affiliated with sports clubs based
in Turkey and reside abroad because of the sports club's business. Under this circumstance, the
essence of nationality has been taken into account. These persons will not be re-taxed in Turkey
if they have paid taxes abroad on their earnings. For example, if a Turkish athlete lives abroad
due to the business of a sports club based in Turkey, he or she will be taxed as a full taxpayer,

regardless of the length of time (GVK m.3/2).
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Athletes entitled to full remuneration are required to declare all the elements of income
they have earned during a calendar year, with the exception of income referred to in article 86

of the GVK, in accordance with article 85 of the same law.

1.1.2. Limited Taxpayer Athletes

Payers who are taxed on their earnings and certificates in Turkey (GVK,m.6). According
to article 6 of the GVK, non-resident persons in Turkey are limited. If the athletes do not have
a residence in Turkey under the civil law and have not been in the country for more than six
months in a calendar year, they will not be deemed to be established in the Republic of Turkey.
It is also affiliated with a sports club operating in Turkey, and because of its business, foreign
nationals who are abroad are also considered to be a narrow recipient. Narrow-paying athletes
are taxed only on the gains and qualifications they earn in Turkey. If the athlete has made a
concession on the gains and duties earned, the final taxation according to GVK 86/2, and they

do not have to make a declaration.

2. Taxation Of Athletes

The Turkish Tax System has adopted the declaration procedure as a method of taxation.
Taxpayers or taxpayers are taxed on the matras they have declared to the Chairman of the
Revenue Administration, a subsidiary of the Ministry of Treasury and Finance, and the
Treasuries and Finance Ministry is responsible for verifying the accuracy of such statements
during the period of due process.

According to the GVK, the methods of taxing athletes are in the form of withdrawal,
annual declaration, and a non-compliant method involving both.(GVK m.85-m.86-g.m.72).

As shown in Table 1, there will be a change in the tax rates charged on the income of
athletes in our country from 1999 to the present day. In our country, as in the case of taxes,
there is also a tax deduction, which is applied to taxpayers as an exception and tax incentive.
Historically, in terms of income tax, there are usually special practices for taxing athletes. In
particular, since the 1990s, when football began to gain more interest and footballers began to
earn higher salaries, the tax amounts collected from footballers' fees have been regulated in

favour of footballers, with provisional articles added to the law (Agaya, 2019).

Arena-Journal of Physical Activities, nr. 12/2023 10



106

TABLE 1 Taxation of Athletes

Taxation has been carried out in accordance
From 01.01.1999 to 24.04.2003
with the general provisions.

As of 01.07.2008, it was subject to a 15%
From 24.03.2003 to 30.06.2008

reduction in income tax.

According to the provisional article of 72, it

was subject to income tax cuts at rates that
01.07.2008 and beyond
vary depending on the status of the league.

Source : Ceribas, 2020: 565

Under the provisions of provisional article 72 of the GVK, the statement of validity until
31/12/2019 has been amended to 31/12/2023. In addition, the income tax deduction has been
increased from 15% to 20% for athletes in the top league. Another regulation is that if the total
annual remuneration income of athletes exceeds the amount contained in the written tariff in
the fourth language (2022, Rs. 880,000.00) under article 103 of the Act, the income must be in
the annual declaration. The income tax calculated under the income declared by the issuance of
the annual declaration shall be deducted from the sum of tax amounts deduced on the condition

that those responsible for making the withdrawal are paid to the tax office (Ceribas, 2020: 569).

Table 2 Withholding Rates in Taxation of Athletes

Sports Branches Subject to League
Procedure Payments Made to Payments Made to
Athletes in Sports National Athletes for
Branches Not Participating in

Payments | Payments | Payments | Subject to League International

Made to Made to Made to Procedures Competitions
Athletes in | Athletes in | Athletes in

the Top the Top Six Other

League Leagues Leagues

01.01.1999-23.04.2003

Rates in GVK Md. 103

24.04.2003-31.12.2007

15%

01.01.2008-30.06.2008

15%

01.07.2008-31.12.2019

15%

10%

5%

5%

5%
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01.01.2020-31.12.2023 20% 10% | 5% | 5% | 5%

Source: | have drafted the Income Tax Act No. 193 pursuant to provisional article 72.
It was noted that payments made to e-sports players registered in the e-sport club by the

sports club association's economic operations under an exception to the Presidency of the
Revenue Administration could not be assessed under article G.72 of the GVK, and therefore
articles 61, 63, 94, 103 and 104 of the same Act should be subject to income tax under the
provisions (GIB 2019).

2. Election Of European Countries With Turkey

As far as this section is concerned, the taxation of athletes in our country has been
examined within the legal framework. In this part of our study, we will compare England,
Spain, Italy and Germany, the largest leagues in Europe, for comparison purposes.

The tax that the athlete will pay in our country, assuming he plays in the top league, is

single and receives a salary of Rs. 10,000,000 in 2022, will be as follows.

e The winnings of the athlete will be deducted by 20% in accordance with provisional
GVK article 72. (Retention amount: 10 million TL* 20 % = 2 million TL)

e The remuneration earned as an athlete exceeds the amount contained in the fourth
sentence of the written statement in article 103, so it must be declared by annual

declaration in accordance with provisional article 72 of the GVK.

Table-7: Turkey's 2023 Income Tax Rate

. Tax

Tax Differences Rates
Up to 32,000 TL 15%
Rs. 4,800 for Rs. 32,000 of Rs. 70,000, more 20%
12.400 for 70,000 TL of 170,000 TL (12.400 TL for 70.000 TL of 250,000 TL in salary 279
income), more °
39,400 TL for 170,000 TL of 880,000 TL (61,000 TL for 250,000 TL of 880,000 TL in 359
wage income), excess °
287,900 TL for 880,000 TL of more than 880,000 TL (281,500 TL for 880,000 TL of 40%
more than 880,000 TL in wage income), more °

Source: (PWC, 2023)
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When calculated on the basis of the data in the above table in the given annual

declaration, the athlete concerned will have to pay 3,929,500,00 TL in taxes in our country.
If the athlete had been resident in the UK, he would have won £444,657.88 in 2022
(£10,000,000 / 22,4892).(The currency exchange rate contained in the Official Gazette dated

31.12.2022 has been taken into account as current.)

Table 8: Britain's 2022 Income Tax Rate
Tax Rates Revenue 2022 (GBP)
Start Rate for Savings 0% 0-5.000
Basic Rate 20% 0-37.700
Higher Rate 40% 37.701 - 150.000
Additional Rate 45% For 150,000 and more

Source: (PWC, 2022)

If the athlete had made a declaration in England, he would have to pay £185,056,05, or
£4,161,762,43.

If the athlete had been resident in Spain, he would have won 501,632,81 euros in 2022
for 10 million TL (19,9349). (The currency exchange rate contained in the Official Gazette

dated 31.12.2022 has been taken into account as current.).

Table-9: Spain's 2022 Income Tax Rate

Revenue (EUR) Tax rate
Up to 12,449 19%
12.450 - 20.199 24%
20.200 - 35.199 30%
35.200 - 59.999 37%
60.000 - 299.999 45%
300,000 and more 47%

Source: (PWC, 2023)

If the athlete had made a declaration in Spain, he would have to pay 220.668.97 euros,
or £4,399.013.91.

If the athlete had been resident in Italy, he would have won 501,632,81 euros in 2022
for 10 million TL.

Table-10: Italy's Income Tax Rate for 2022

Taxable Gain (EUR) Tax Rate
0 | 15.000 23%
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15.001 28.000 25%
28.001 50.000 35%
50.001 43%

Source: (PWC, 2023)

If the athlete had made a declaration in Italy, he would have to pay 208,602,11 euros, or
£4,158,462,21.

If the athlete had been resident in Germany, he would have won 501,632,81 euros in

2022 for 10 million TL.

Table 11: Germany's 2022 Income Tax Rate
Tax Shields for Single Tax Shields for Married Tax Rates
Guests (EUR) Couples (EUR)

0 10.347 0 21.264 0%
10.347 61.971 21.264 123.942 14%
61.971 277.825 123.942 555.650 42%

277.825 and more 555.650 and more 45%

Source: (PWC, 2022)

If the athlete had made a declaration in Germany, he would have to pay 226,486,51

euros, or Rs.

Table 12: Results of Taxation of Athlete's Gains in Different Countries
Countries Compared Taxes to be paid
Turkey 3.929.500,00 TL
England 4.161.762,43 TL
Spain 4.399.013,91 TL
Italy 4.158.462,21 TL
Germany 4.514.985,86 TL

As can be seen from the above comparison, our country is quite advantageous in tax
terms for athletes. Due to the flat rate of discharge in our country during the year, athletes are
not subject to an increased rate of tax until the end of the year; they use their own money, pay

their taxes early, like other payers, and do not finance the state.

4. The Problems Of Taxing Athletes
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GVK G.72 states: “In the event of an annual declaration, tax deductions under this Act
shall be deducted from the income tax calculated on the declared income, provided that the tax
authorities responsible for making the deduction have paid it to the tax office. “There is a
judgment.

The cuts in payments to athletes are due after the cuts, not to the athlete, but to the club,
etc., that paid the atlétic. In accordance with article 11 of the Tax Procedure Act, the tax
deductor is responsible for the payment of the amount deducted. Paragraph 3 of that article
applies temporary liability in the case of purchase/sale of goods and service claims. There is
no temporary liability for fees. Thus, the employer's failure to allow the worker to be taxed
because of his debt is a violation of the property right contained in article 35 of the Constitution.

According to GVK 121, "taxes deducted under this Act from income including earnings
and documents indicated in the Annual Income Tax Declaration shall be deduced from income
tax calculated on the declaration. There is a provision, i.e. there is no requirement for payment
under GVK 121. The taxation of athletes is subject to the payment of the bail made under G.72
of the GVK. Different practices arise here within the same law and this inequality is contrary
to article 2 of the Constitution.

The amount of redemption that was not allowed to be paid to the victim on the grounds
that the athletes were not paid at the time of the declaration would then be taxed by the employer
and the sportsman would have to deal with the return process.

In addition, the amounts withdrawn by the employer from the athlete's salary are
declared by the employee in a summary statement. The summary declaration may include
amounts withdrawn from more than one athlete, as well as compensation from different services
purchases (freelance earnings, extensive construction repairs over the years, etc.). There is no
explanation in our legislation as to what concession the amount paid if the employer pays part

of the debt belongs to (Department 2020).
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Conclusion

Sport plays a very important role in the establishment of a healthy society. That is why
sports activities are being promoted and encouraged in our country. The introduction of a flat
rate tax for athletes instead of an increased rate of tax, the exemption of amateurs' salaries from
tax under certain conditions, and the exclusion of awards awarded to amateurs for achievements
in competitions are some of them. Even if we only make annual declarations because of the
income of the athletes, our country is relatively more advantageous in terms of sportsmen than
other states.

Countries are reforming their tax legislation and offering various incentives to improve
the financial situation of sports clubs and athletes and to make their countries more attractive
to professional sportsmen. With this approach, they aim to increase competitiveness in the
sports sector and create a tax haven for high-income athletes (Bjirsholm, D., & Backman, J.
(2023). In order to increase employment in our country and enable newly-grown youth to
participate in the working life, tax advantages are granted to clubs that raise athletes (Basbuga,
H, Kitapci, H., Oguz, E. C., & Elkoca, Y. (2022).

Athletes were taxing up to 2019 according to a flat-rate withdrawal procedure,
depending on whether they were in the league and national team of the sports club they were
affiliated with. The purpose of this initiative was to promote sport, to make our country
attractive to athletes. However, over time, the system has been subjected to a number of
criticisms because of the institutionalization of sports activities and the development of the
sector and the athletes' earnings reaching very high amounts, the increasing taxation of other
payers, and the violation of the taxation principles in the Constitution because they pay
relatively higher taxes to athlets and the principles of justice and taxation according to financial
power. The amendment to the law increased the allowance rates in article 72 of the Interim
Income Tax Act for the income of athletes who signed contracts in 2020 and beyond, and
imposed the obligation to report annually if the gain exceeds a certain amount, thereby imposing
an increasing rate of tax on athlets.

In the sports sector, only athletes in the top leagues of a few sectors, such as football,
were earning higher incomes, while others earned more reasonable incomes than the league

they played in. It would be unfair for low-income athletes to keep the entire sports sector subject
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to an entirely increased rate of tax due to the high consistency of winners. That is why the new
application, introduced in 2020, is the most reasonable solution for us.

The requirement that athletes can deduct from their previous salaries during the annual
declaration has caused a number of difficulties, such as the violation of the constitutional right
of ownership and the levying of payable taxes. Similarly, the payment requirement imposed for
the return in VAT withdrawals has been abolished by the Advisory Committee. Repayments
from athletes' salaries to the state are the obligation of the employer, and there is no such
obligation and authority as to check whether the athlete pays his employer's debt. Furthermore,
in the case of partial payments made by the employer, there is no provision that the payment
belongs to the athlete's redemption. The provisional article 72 of the GVK should be deleted
because the purpose of the introduction is to tax the wages paid by athletes lower and the
payment requirement is not compatible with the objective of the article in question.

The legal and economic principle of savings applicable to the taxation of salaries is in
conflict with a continuation of the old practice for athletes signing contracts before 2020,
contained in provisional article 91. According to us, the tax rate of that time should be applied
whenever the salary is obtained.

Under GVK 23/1-6, women's servants are provided with shelter allowance, while men's
service allowance is not provided with such allowance. Although the exception was introduced
with the aim of adapting women to work, men with children have been ignored. It's not just a
woman's duty to take care of children in a family institution. Therefore, legal regulations need
to be made for the exploitation of male servicemen and thus dependent working male athletes
from the application contained in paragraphs 23/1-6.

Moreover, cryptocurrency has recently started to be used in the sports industry, and it is
an important topic for future researchers to look at how to take tax measures (Glebova, E., &

Mihal'ové, P. (2023).

Arena-Journal of Physical Activities, nr. 12/2023 11



113

References

Agaya,, M. S. (2019, December). Taxation of athletes in Turkey, especially for footballers. In
Bandirma Onyedi September University Milan, Italy, September 3-5, Congress Book
Series MECAS VI (pp. 273-284).

FIRE, A., & TOKSOY, T. (2023). The revenue of athletes from professional sports activities is
taxed under the Turkish tax law. Specific Issues Relating to Accounting, Finance and
Audit Practices in Football Clubs, 173.

Basbuga, H., H., Oguz, E. C., & Elkoca, Y. (2022). Active Labour Market Policies and
Macroeconomic Variables on Employment, Informal Employment and Income Effects:
The case of Turkey. Bulletin Date, 15, 03.

Bjérsholm, D., & Backman, J. (2023). Possiblities for Tax Optimization in Swedish Sport. In
31st European Association for Sport Management Conference (pp. 371-372).

CREATIVE, D. (2020). Taxation of athlete fees in Turkey. Journal of the Faculty of Law of
Hacettepe, 10(2), 555-583.

Deliktas, E. (2020), Taxation of Athlete's Fees; Tax and Constitutional Problems arising in the
Taxation to be made with Annual Declaration, Financial Solution, 279-296.

ERGUR, O.K., & Custodian, A. (2021). Tax Justice in the Taxation of Wage Income in Turkey:
An Example of Taxation for Athletes. Journal of Human and Social Sciences Research,
10(3), 2936-2951.

Glebova, E., & Mihal'ova, P. (2023). New currencies and new values in professional sports:
blockchain, NFT, and fintech through the stakeholder approach. Journal of Physical
Education and Sport, 23(5), 1244-1252.

Laugh, A. (2022). Taxation of footballers' income as a soccer club employee: Comparison of
various country tax legislation with Turkish tax law.

Oz, E., & Akcay, F. (2013). The taxation of footballers, especially athletes.

PRESIDENT'S REPORT, Table 47: Central Management Revenue for 2019,
https://www.gib.gov.tr/sites/default/files/fileadmin/user upload/VI/GBG/Tablo 47.xls
ht m, (access date: 25.05.2020)GIB (1960, 31 Aralik), Gelir Vergisi Kanunu,
https://gib.gov.tr/gibmevzuat adresinden alindi

GIB (2021, 28 May), Double Taxation Agreements,
https://www.gib.gov.tr/sites/default/files/nationsarasi_mevzuat/ VERGIANLASMALI
ST.htm

Arena-Journal of Physical Activities, nr. 12/2023 11



114

Chairman of the Ankara Tax Office of GIB, 11/01/2016, Special No. 38418978-125[10-15/7]-
940.

Chairman of the Balikesir Tax Office of GIB, 19/12/2014, 46480499 120.03.04[2014/1476]-
107.

Chairman of the Balikesir Tax Office of GIB, 30/01/2015, Special No. 46480499-
120[2014/1481]-8

Chairman of the Tax Office of the Big Merchants of GIB, 06/04/2012, Special No.
B.07.1.GIB.4.99.16.02-KVK-6-95

Chairman of the Denizli Tax Office of GIB, 10/06/2011, Special No. B.07.1.GiB.4.20.15.01-
30-MUK-2011-73-142

Chairman of the Eskisehir Tax Office of GIB, 19/07/2011, Special No. B.07.1.GIB.4.22.15.01-
2010/GVK:1-2/-18

Chairman of the Istanbul Tax Office of GIB, 24/06/2016, Special No. 62030549-120[61-
2016/129]-87767

Chairman of the Istanbul Tax Office of GIB, 24/07/2019, Special No. 62030549-120[23-
2018/490]-E.599423

Chairman of the Istanbul Tax Office of GIB, 25/07/2019, Special No. 62030549-120[94-
2017/908]-603722

Chairman of the Kocaeli Tax Office of GIB, 28/02/2012, Special No. B.07.1.GiB.4.41.15.01-
GVK-2011/11-53

Arena-Journal of Physical Activities, nr. 12/2023 11



