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EXECUTIVE SUMMARY

CASAC welcomes the Draft Party Political Funding Bill, which represents a significant step
in the right direction in filling a major gap in the accountability and transparency governance
of South Africa, and in enhancing multi-party democracy. Moreover, there is much to be
admired about the legislative reform process adopted by the Ad Hoc Committee and its
advisors. However, there are a number of important issues that deserve further attention,

including:
Foreign Donations:

Save for the prohibition on donations from foreign governments, CASAC does not support a
ban on foreign donors donating directly to a political party, so long as that donation originates
from a lawful source.

Donations from all foreign sources, including governments, to the Multi-party Democracy
Fund should be permitted.

The Party-to-party collaboration which operates at an international level should be
encouraged. Political parties do not, and should not, operate in a domestic bubble. Indeed,
during this era of increasing nationalism and apparent introversion, political parties should be
encouraged to maintain and deepen their transnational relations.

The Proportionality-Equitable Formula:

We submit that the Bill still falls substantially short of rectifying the problems that arise from
the distribution of monies from both Funds. Whilst the exact formula to be used for the
distribution of funds from the RPPF could be set out in the Regulations, the formula for
allocations from the Multi-party Democracy Fund (“MPDF”) should be defined in the new
Act and should not be the same as the formula used for allocations from the RPPF.

CASAC submits that the appropriate formula for the distribution of funds under the MPDF is
50% on the basis of proportionality and 50% on the basis of equity.

Definition of Donor:

In CASAC’s original submission, we advocated that a “donor” be defined to include certain
natural and juristic persons who are substantially related to the primary donor, and may be
regarded as related parties. There is no definition of “donor” in the Bill.

Dual Disclosure:

We regret that our earlier submission on this point was not properly considered by the Ad
Hoc Committee. We have developed our argument in this second submission, including
drawing attention to how dual disclosure operates in some other jurisdictions. Drawing from
these examples, we make the following suggestion for the South African context: all donors,
regardless of their whether they are an individual or corporate donor, must disclose all
donations that they make above the agreed threshold to the Electoral Commission in order for
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the Commission to scrutinise whether the donations that donors are reporting correspond to
those being reported by political parties. However, there should be no obligation on donors to

make public disclosure.,

Upper Limits:

We believe that there should be an upper limit on the amount of money a political party can
receive from a single donor during a twelve month reporting period. When this limit is
exceeded, a party may not accept donations of any amount from that source until the next
financial year. Whilst we suggest that this upper limit should apply to all donors, it is
especially necessary from foreign donors to curtail the possibility of undue international
interference. This upper limit should be specific to each party in relation to the total amount
of private donations that they received during the previous financial year.

Investment Vehicles:

The regulation of investment vehicles owned by political parties was included in the original
mandate of this Committee and formed a substantial part of the Committee’s discussions to
date. However, this has not been adequately addressed in the Bill. In line with our original
submission as well as the discussions of the Committee, we propose that a specific provision
be inserted into the Bill for the purpose of regulating such entities, including the following:

¢ Political parties must disclose all details of any financial interests that they hold in

another entity;
¢ Entities which are wholly or partly owned by a political party may not contract with any

organ of state.

We also make submissions on various technical matters, including penalties, in kind
donations, the Regulations and the consequences that flow from the recent Jjudgment of the
High Court in the ‘My Vote Counts’ case.

We are grateful for the opportunity to make this further submission and would be glad to
present our views to the ad hoc committee during the next round of public hearings.



I: INTRODUCTION

1. The Council for the Advancement of the South African Constitution (“CASAC”)
welcomes the Draft Political Party Funding Bill, 2017 (“the Bill’) and wishes to
express its appreciation to the Ad-hoc Committee for allowing us the opportunity to
make this further submission.

2. We believe that the Bill signifies a significant step forward in realising the primary

objective of this process, namely to create a transparent and accountable multi-party

democracy.

3. Whilst the Bill meets this most vital reformative need of requiring political parties to
disclose the details of all aspects of their funding, we respectfully submit that there
are other important aspects which need further attention.

II: SUBSTANTIVE MATTERS RELATING TO THE BILL

Foreign Donors

4. Political parties both in South Africa and abroad have often relied substantially on
donations from foreign sources. The provisions in the Bill which regulate the issue of
donations from foreign entities represent a considerable shift from the previous

regime in which foreign donors were able to donate freely to political parties.

5. However, we are of the opinion that several of these proposed measures are

inappropriate in South Africa’s economic and developmental context.

Foreign donations to the Multi-party Democracy Fund

6. Donations from all foreign sources to the Multi-party Democracy Fund should be
permitted. The purpose of this Fund it to enrich the capacity of all parties to perform
to the benefit of our multi-party system of governance. Such donations are not made
directly to any party, cannot be subject to conditions from the donor and, whilst such
donors can retain their anonymity with respect to public disclosure, their identity will

be known to the Electoral Commission. We therefore see no reason to restrict the



sources of donations to the Multi-party Democracy Fund so long as they arise from a

lawful source.

We do not believe that the fact that a foreign donor donates to the Multi-party
Democracy Fund will lead to undue interference by foreign interests into South
African politics. In fact it encourages the opposite effect — instead of a foreign donor
donating directly to a political party, who may adopt‘a particular political stance, such
funds would be used to strengthen South Africa’s democracy as a whole in a non-

discriminate manner.

Foreign donations made directly to specific political parties

8.

Save for the prohibition on donations from foreign governments, CASAC does not
support a ban on foreign donors donating directly to a political party, so long as that

donation originates from a lawful source.

Whilst permitting donations by foreign entities may provide an opportunity for such
entities to seek to influence our politics, this is no less true in respect of South African
donors. Any entity that donates to a political party may do so with a hope of
encouraging that party to adopt certain policies. The defence to this influence-seeking
is not to prohibit donors from donating to parties, but to require that these donations
be disclosed, so that the public can assess whether political parties are adopting
policies that support causes which may be beneficial to their donors instead of the

public at large.

10. Middle income economies such as South Africa’s do still rely heavily on funds

11

flowing in from more developed countries. South Africa should welcome efforts made
by an entity in a foreign country to enhance the financial capacity of our democratic
institutions. Our research shows that most of the countries that place a ban on direct
foreign donations are wealthy states that are able to fund their own politics.
Conversely, a ban on foreign donations by less developed states is less common.

Please refer to Annexure 1 attached for this summary.

Whilst an exception, permitting foreign funding, does exist in Section 9(3) of the Bill,

these categories are overly broad and there is likely to be be uncertainty as to what



purposes fit into them. It will also be extremely difficult to determine the purpose for
which a foreign donor made a donation, and almost impossible to track whether the
party is using that money for the envisaged purpose, as all donations will go into the

same account of the party concerned.

International party-to-party support and support fron& international organisations

12

15,

14.

Our experience shows the importance of party-to-party collaboration which operates
at an international level. Political parties do not, and should not, operate in a domestic
bubble. Indeed, during this era of increasing nationalism and apparent introversion,
political parties should be encouraged to maintain and deepen their transnational

relations.

In addition, there are various international organisations and funds which exist to
provide support to political parties in other parts of the world. For example there are
the German Stiftungs which operate on the basis of political and ideological
alignment. The Heinrich Boll Stiftung, for instance, will, on behalf of the Green Party
of Germany seek out similar, like-minded parties around the world to support and
partner with. Over the years, many if not all of the German Stiftungs have forged
significant relationships with parties across the South African political spectrum, to
mutual benefit. Similarly, the Westminster Foundation for Democracy in the UK
organises its funding support for political parties around the world on behalf of British
political parties, including South Africa.

Both of these sources of party support should be encouraged, and the legislation

should permit this support to continue.

The Formulas to be used for the Allocation of Money from the Funds

15.

We commend the restructuring of Section 5 of the Public Funding of Represented
Political Parties Act, 1997 (“PFRPPA”) as it appears in Section 6 of the Bill. The

effect of this will put an end to the anomalies created by the Regulations under the
PFRPPA whereby allocations from the proportional allocation of the public funds

took into account seats held by political parties in both the national and provincial



legislatures, whilst distributions from the equitable allocation only considered seats
held in provincia] legislatures. This meant that some parties represented in the
provincial legislatures byt not the National Assembly received significantly more
funds than parties who held seats in the National Assembly but not the provincial
legislatures. The situation envisaged by Section 6 of the Bill is that distributions from
both the proportional and equitable allocations from the Represented Politica] Parties
Fund (“RPPF”) wi]] consider all seats that parties hold in both the national and

provincial legislatures.

16. However we submit that the Bill stil] falls substantially short of rectifying the

problems that arise from the distribution of monjes from both Funds,

17. Whilst the exact formula to be used for the distribution of funds from the RPPF could

18.

19.

be set out in the Regulations, the formula for allocations from the Multi-party
Democracy Fund (“MPDF”) should be defined in the new Act and should not be the
same as the formula used for allocations from the RPPF,

The rationale for the MPDF is separate to the RPPF and the formula for the allocation
of these funds should take cognisance of that. The MPDF is designed to receive and
distribute funds that are not earmarked for any particular political party or cause, but
are rather intended to strengthen all parties and, as a result, South Africa’s democracy

on the basis of equity.

With regards to the formula to be used for allocations from the RPPF » & Commitment
by the Ad-hoc Committee that a more Just formula will appear in the Regulations to



here. Accordingly, we submit that guiding criteria should be established in the Act to
govern the formula decided upon in the Regulations. Currently, the Bill merely
requires that the formula be “in part” proportional and “in part” equitable. There are
several variations of the formula which could fall foul of Section 236 of the
Constitution. We suggest that Section 6(3) of the Bill should include a guiding
principle that the chosen weighting of proportionality and equity must be one that
“enhances multi-party democracy” and allows for smaller parties to compete and

expand in the political ‘market’.

The Purposes for Which the Funds May Be Used

20. Section 7(1) of the Bill provides a non-exhaustive list of the purposes for which
political parties may spend monies allocated to them from the Funds, The list is
extremely broad. Save for the specific exclusions in Section 7(2), virtually any

legitimate activity can fall under the purposes listed in Section 7(1).
21. With regards to these purposes we make two submissions:

21.1 The purposes for which allocations from the MPDF may be spent should differ
from the RPPF. The rationale for this distinction is based on the source of the
money received by the respective funds. Whilst money received by the MPDF
will be from private donors, the RPPF deals with public money. It therefore
makes sense that the spending of public money be more circumscribed than
private money;

21.2 The purposes listed in Section 7(1) are overbroad, especially in relation to the
use of public funds. It may be appropriate to earmark a proportion of the public
funds to certain specific activities at certain times. For example, whilst it may be
appropriate to allow parties to use some of the funds for campaigning purposes in
the year running up to an election, at other periods it may be necessary to require
the funds to be used for specific capacity building purposes such as policy
development, research, education and promoting the active participation of

citizens in political activities.



The Definition of Donations in Kind

22. Instead of distinguishing between a personal and non-personal service, the distinction
should rather be made between a service that would ordinarily be within that service

provider’s ordinary course of business and one that would not.

23. If a person providés a voluntary service to a political party, such as handing out
pampbhlets or some other non-professional activity, it should not be necessary to
disclose this service, both from a practical basis and due to the fact that it’s value
cannot easily be quantified. However, if a person provides a voluntary service or a
service done at a reduced cost which that person would ordinarily charge for, that
service should be disclosed as an in-kind donation if its value exceeds the prescribed

threshold regardless of whether that person provides that service in a personal or

corporate capacity.

24. In addition, political parties should be required to disclose any loan that they grant or

receive, notwithstanding the terms and value of such a loan.

Penal provisions

25. The importance of effective, clear and reasonable penalties cannot be overstated for
the effective functioning of the legislation. With regards to the penal provisions in the

Bill, we make the following suggestions:

25.1 No compliance notice should be issued in the case of fraudulent conduct or
criminal activity;

25.2 We do not support the imposition of political penalties, such as the cancellation
of the registration of a political party, as mentioned in Section 16(2)(d) of the
Bill, as we believe that the potential exists that this could be used for ulterior
motives;

25.3 If the provision in Section 16(2)(d) is included in the final Act, we believe that
this provision should be subject to separate requirements from the other penalties,
including a requirement of “exi:eptional circumstances” or “gross violation(s)”.

Furthermore, if such a penalty exists, only a court should be able to order the



cancellation of the registration of a political party, as is required for the
imposition of this penalty in terms of Section 96(2) of the Electoral Act. The
mere opportunity of a party to take the matter on review is insufficient, especially
seeing that smaller parties may not be able to afford to take a matter on review;

25.4 Section 19 of the Bill, read with Schedule 1, provides for the imposition of
administrative penalties. We do not agree that the maximum amount of such fines
should be fixed as envisaged in Schedule 1. Instead, they should be assessed in
relation to the financial capacity of each party. Certain amounts envisaged in
Schedule 1 could be a mere “slap on the wrists” for a large party, but cripple a
smaller party — even though the offence may be the same. For example, instead of
specifying an amount, one should rather specify the penalty as a percentage of the
money that a political party received from the Funds during the last financial
year.

25.5 Sections 96, 97 and 98 of the Electoral Act (1998) stipulate penalties for the
contravention of Part 1 the Electoral Act. Regard should be had to these penalties,
and how they may inform the penalties stipulated under the proposed Political
Party Funding Act. There is also a need to synchronise the penal provisions in the
Electoral Act with the proposed legislation.

The Definition of “Donor”

26.

21.

In CASAC’s original submission, we advocated that a “donor” be defined to include
certain natural and juristic persons who are substantially related to the primary donor,

and may be regarded as related parties. There is no definition of “donor” in the Bill.

The ‘mischief* that we are seeking to avoid through this definition is this: if, for
example, a holding company and its subsidiary were to each donate an amount just
below the threshold which combined would be above the threshold, they would be
able to avoid disclosure. Furthermore, if, as we propose below, an upper limit is set on
the amount a single donor can donate to a specific party during a financial year, this
requirement would also be able to be circumvented by channelling donations through

related parties. It is important to avoid such loopholes in the legislation.



28.

We therefore propose that the threshold amount be assessed in terms of any donations

made by “substantially the same donor” which may include:

* A holding company and its majority owned subsidiary;

¢ An individual person(s) and a company in which the former is a substantial
shareholder;

* An individual person and a partnership in which the former owns a majority share
in the partnership;

® Any donor and a trust in which that donor is a trustee;

e The family of any donor, including the spouse(s) of the primary donor and relatives
in the first and second degree.

Dual Disclosure

29,

30.

31

In our original submission, we argued that there should be a concomitant obligation
on donors to report and disclose their donations made directly to a political party.
Unfortunately, this submission received little attention during the Committee’s

deliberations.

The rationale for this “dual disclosure” obligation is to serve as a double
accountability measure, to ensure that the donations that political parties are reporting
coincide with those which donors are reporting. Without this measure, there may be
an opportunity for parties to hide some of the donations which they receive. In our
earlier submission, we compiled a comparative study of relevant laws in other
jurisdictions. In that document, we included a list of countries that place some
obligation on the donor to disclose the donations which they have made. We attach

this document here as Annexure 2 for the Committee’s convenience.

In Annexure 3 to this submission, we provide some specific examples of how such
provisions operate in other jurisdictions around the world. Drawing from these
examples, we make the following suggestion for the South African context: all
donors, regardless of their whether they are an individual or corporate donor, must
disclose all donations that they make above the agreed threshold to the Electoral

Commission in order for the Commission to scrutinise whether the donations that
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donors are reporting correspond to those being reported by political parties. However,
there should be no obligation on donors to make public disclosure. It should be the
responsibility of the political party and the Electoral Commission to inform donors of

this obligation.

32. We therefore appeal to the Committee to consider this proposal as a vital

accountability measure during this phase of its deliberations.
Upper Limits

33. We believe that there should be an upper limit on the amount of money a political
party can receive from a single donor during a twelve month period. When this limit
is exceeded, a party may not accept donations of any amount from that source until
the next financial year. Whilst we suggest that this upper limit should apply to all
donors, it is especially necessary from foreign donors to curtail the possibility of
undue international interference. This upper limit should be specific to each party in

relation to the total amount of private donations that they received during the previous

financial year.
Investment Vehicles

34. The regulation of investment vehicles owned by political parties was included in the
original mandate of this Committee and formed a substantial part of the Committee’s
discussions to date. However, this has not been adequately addressed in the Bill. In
line with our original submission as well as the discussions of the Committee, we
propose that a specific provision be inserted into the Bill for the purpose of regulating

such entities, including the following:

e Political parties must disclose all details of any financial interests that they hold in
another entity;

o Entities which are wholly or partly owned by a political party may not contract with
any organ of state;

e Any donations made to such entities should be treated as a donation to a political

party and thus subject to the requirements of the Act.
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Forfeiture of Unspent Monies

35. The effect of Section 14(2) of the Bill, which echoes Section 9 of the PFRPPA, is that

political parties may have to forfeit a percentage of any unspent money which they
received from the Funds during a financial year. We do not believe that there is any
harm in political parties saving and then keeping some of the money which they
receive on the basis of ‘rollovers’, rather than encourage/require ‘fiscal dumping’ to
occur. Thus we submit that this provision should be retracted, subject to two provisos:
a) any unspent money which parties received during a particular period remains
subject to any spending requirements that those funds were subject to during that
period and, b), the amount of money which a political party can carry over should be
limited to 25% of the funds that they received during that financial year.

Section 22(2) of the Bill Read with the Financial Management of Parliament and
Provincial Legislatures Act (2009)

36.

37

Section 22(2) of the Bill requires the accounting officers of legislatures to account for
monies paid to political parties in terms of Sections 57 and 116 of the Constitution.
There should be an additional requirement on political parties to account for their
expenditure of such funds, so as to assess whether political parties spent this money in
accordance with the constitutionally prescribed purpose of “enabling the party and its

leader to perform their functions in the legislature.”

Whilst it would be preferable for to be incorporated this obligation in the Financial
Management of Parliament and Provincial Legislatures Act, it is important for the
Committee to take note of it and to recommend to the National Assembly that such
action be taken. This constitutes a vital element of ensuring an effective and

comprehensive legislative regime regulating the broad area of funding to political
parties.

III: THE REGULATIONS

38.

Some of the more technical, and arguably more important, aspects of the proposals

considered by the Committee have not been included in the Bill — instead such matters
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have been left to be determined in the Regulations. In the event that the Regulations
are deficient or not enacted timeously the new legislation, and the work of the Ad-

Hoc Committee, will be rendered nugatory.

39. Regard should be had to the judgment of the Constitutional Court in Pharmaceutical
Manufacturers Association of South Africa: In re Ex parte President of the Republic
of South Africa.! In this case, the Court invalidated a decision by the President to
bring a specific piece of legislation into force as the “appropriate regulatory
infrastructure” envisaged to coexist with the legislation had not yet been put in place.?
Due to the absurdities that would be created by enacting the legislation with the
regulatory lacuna, the decision to bring the Act into force was deemed to be irrational

and thus inconsistent with the rule of law.>

40. If the Bill were to be enacted in its current form without the Regulations, the
following provisions necessary for the effective functioning of the new Act will be

lacking:

e The formula for the distributions of money out of the MPDF and RPPF;
e The intervals at which money would be paid from the Funds;

e The purposes for which the funds may and may not be used by political
parties;

e The threshold amount for disclosure of direct donations;

e The manner and form of disclosure;

e The exact periods when disclosure is required; and

e The duties of the Accounting Officer.

41. In the absence of these provisions the entire legislative regime would be ineffective.
We therefore propose replacing the word “may” in Section 23(1) with an obligation
that the Regulations must be enacted within three months of this Act and no later than
31 March 2018 — so as to be in force at the start of the new financial year on 1 April

2018.

12000 (2) SA 374 (CC).
? para [87].
3 para [88].
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42. In addition, this submission mentions several matters which the Bill has left to be
decided by the Regulations which we submit would be better provided for in the

principal legislation.

IV: TECHNICAL MATTERS RELATING TO THE BILL

43. We would additionally like to make the following suggestions in respect of the Draft
Bill:

43.1 Section 2(3)(a) of the Bill should clarify which Act(s) of Parliament may
allocate money to this Fund. There are several Acts of Parliament which allocate funds
both to political parties as well as the Electoral Commission. These include, amongst
others, the PFRPPA (or its successor), the Financial Management of Parliament and
Provincial Legislatures Act (2009) and the Division of Revenue Act.

43.2 Section 3(5) should be specific as to the type of confidentiality a contributor to
the MPDF could request. Whilst such a donor may request that the details of the
donation not be disclosed to the public, they may not request that such details not be
disclosed to the Commission. The Commission requires this information to, inter alia,

determine whether the donation came from a legal source.

43.3 In Section 4(2), the word “approval” should be replaced with the word

“concurrence”;

43.4 Section 6(6) of the Bill should clarify what happens to any money that was
paid out of the Funds which 1s remaining in the account of political parties after they
lose representation in a national or provincial legislature. We submit that they should be

able to keep any remaining funds.
43.5  InSection 7(2)(d), the word “prescribed” should be changed to “proscribed”;
43.6  In Section 8(b), the word “an” should be replaced with “a’;

43.7  We would suggest that, for the sake of clarity, “elections” in Section 10(3)

should be defined as “national and provincial elections”.
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IV: THE EFFECT OF THE RECENT DECISION OF THE WESTERN CAPE HIGH
COURT IN MY VOTE COUNTS

44. On the 27 of September 2017, the Western Cape High Court passed judgment in the
matter of My Vote Counts NPC v President of the Republic of South Africa and
others.* The key findings of the Court were as follows:

44.1 Access to information regarding the private funding of political parties is
reasonably required for the effective exercise of the right to vote;’

442 This conclusion was supported by the founding values of accountability,
responsiveness and openness in Section 1(d) of the Constitution, as well as the
duty on the state in Section 7(2) to respect, protect and promote the rights in the
Bill of Rights;®

44.3 The majority decision of the Constitutional Court in My Vote Counts’ led to the
‘frontal challenge’ to the constitutional validity of the Promotion of Access to
Information Act of 2000 (“PAIA™) in the High Court, in that PAIA currently does
not make provision for the access to information regarding the private funding of
political parties;

44.4 The Court therefore found that PAIA should facilitate the right of access to
information about the private funding of political parties. It held that such
information “is reasonably required for the effective exercise of the right to vote
in such elections and to make political choices, in terms of sections 19(1), 19(3),
32 and 7(2) of the Constitution®”

44.5 The court found that PAIA in unconstitutional in so far as it does not provide for
the recordal and disclosure of private funding information of political parties,’

44.6 The Court suspended the declaration of the invalidity of PAIA for a period of 18

months to allow Parliament to take the appropriate steps to remedy this defect.'

4 Case number 13372/2016

5 Para [42}.

6 para [42].

7 My Vote Counts NPC v Speaker of the National Assembly and Others 2016 (1) SA 132 (CC).
& Para [75]

® Para [69];

10 para [74].

15



45. This judgment deals with distinct aspects regarding access to information of the
private funding of political parties and independent ward candidates at a local
government level. It does not therefore have an impact on the work of the Ad Hoc
Committee, We submit that this Jjudgment does not reframe this debate, but instead
creates an additional burden on Parliament to remedy PAIA. The two processes, of
passing this Bill and amending PAIA, are separate and must be dealt with as such by

Parliament. The one does not substitute for the other — both legislative processes must

be completed.

46. The impact of the amendment of PAIA will be such that it will provide for access to
information that will also cover the local government level, and in particular
independent ward candidates. For a fully comprehensive legislative regime, both

pieces of legislation are required.

VI: CONCLUSION

47. We would like to applaud the Ad-hoc Committee and its technical team for their work
on this important task to date. This Bill represents a significant measure that will
enhance the quality of our democracy and serve to benefit all South A fricans.

48. CASAC would like to request the opportunity to make further oral submissions on the

matters dealt with in this submission.

Cape Town
16 October 2017

16






argumenr

S wealth
Made j, oyr Submission that Country’s
I 8ulatjo, Of fore; ;

Nding to DPolitical partieg_

” -
g of forejgr, donatijong 1 politica] Parties 5
on jp WeaIthy Statesy,

€5s wea] thy ones.

= Wealtbjest democracies, both jn GDP ang
e pooreg 25 deg,

OCrg Ve (174 exisrs.
1 g ch ﬂie elevantda
Cies Z72 Whjc,



Table 1:
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Table 2: The 25 Poorest Democracies (with available data) by total GDP
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Table 3: The 25 Wealthiest Democracies by GDP per capita
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Table 4: The 25 Poorest Democracies (with available data) by GDP per capita
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¢ In the 25 wealthiest democracies by GDP, 76% ban foreign donations to political
parties and 24% do not;

e In the 25 wealthiest democracies by GDP per capita, 60% ban foreign donations and
40% do not;

¢ In the 25 poorest democracies by GDP, 20% ban foreign donations and 80% do not;

e In the 25 poorest democracies by GDP per capita, 32% ban foreign donations and
68% do not.

Conclusions

Whilst this study considers countries at the highest and lowest ends of the spectrum, what it
does illustrate is a very clear trend that the wealthier a country is, the more its democracy and
political parties can sustain themselves domestically. However poorer countries rely heavily
on foreign funding, seemingly due to a shortage of resources in their own country.

Whilst South Africa does not appear in any of these studies, the fact that we are a developing,
middle income country suggests that it is more appropriate, and in keeping with a global
trend, to permit donations to political parties from foreign donors.



Table 1: Comparative Assessment of Political Party Funding Regulation

Annexure 2

COUNTRY PUBLIC PUBLIC FOREIGN DISCLOSURE
FUNDING DISCLOSURE FUNDING OBLIGATIONS
PROVIDED REQUIREMENTS | PERMITTED ON DONORS
FOR PRIVATE
FUNDING
Angola No No No No
Argentina Yes Yes No Yes
Australia Yes Yes Yes Yes
Austria Yes Yes Yes—upto 2500 | No
euros
Belgium Yes Yes Yes' No
Bosnia- Yes Yes No No
Herzegovina
Botswana No No Yes No
Brazil Yes Yes No Yes
Bulgaria Yes Yes No Yes
Burkina Faso Yes No Yes No
Canada Yes Yes No No
Central African | No No Yes No
Republic
Chile No Yes No No
Colombia Yes Yes Yes No
Costa Rica Yes Yes No No
Croatia Yes Yes Yes No
Czech Republic | Yes Yes Yes? No
Democratic No No No No
Republic of
Congo
Denmark Yes Yes Yes No
Ecuador Yes Yes No Yes
Finland Yes Yes Yes® No
France Yes Yes Yes? No
Georgia Yes Yes Yeu No
Germany Yes Yes Yes® Yes
Ghana No Yes Yes® No
Greece Yes Yes No No
Honduras Yes No No No

! Donations from foreign corporations are prohibited.

? Only permitted from foreign political parties.

3 Only allowed from private individuals and legal entities.
* Only allowed from individuals and limited to 7 500 euros per donor per year.

3 Limited to 1000 euros per donor per year.

& Foreign corporations are banned and foreign donations are not permitted to be made directly to political parties but are
distributed between the parties by the Electoral Commission




Hungary Yes Yes No Yes
Iceland Yes No Yes No
India No Yes Yes’ Yes®
Ireland Yes Yes No Yes’
Israel Yes Yes No'? No
Italy Yes Yes Yes Yes
Japan Yes Yes No No
Latvia Yes Yes No Yes
Lesotho Yes Yes Yes No
Lithuania Yes Yes No Yes
Luxembourg Yes Yes No No
Madagascar Yes No Yes!! No
Malawi Yes No Yes No
Malaysia No No Yes | No
Mali Yes No Yes No
Malta Yes No No No
Mexico Yes Yes No No
Morocco Yes Yes No No
Mozambique Yes No'? No No
Namibia Yes Yes Yes No
Netherlands Yes Yes Yes No
New Zealand No Yes Yes No
Niger Yes Yes Yes No
Norway Yes Yes Yes No
Panama Yes No Yes No
Papua New Yes Yes Yes!3 Yes
Guinea

Paraguay Yes Yes No No
Peru No Yes Yes No
Poland Yes Yes No No
Portugal Yes Yes No No
Romania Yes Yes No Yes
Russia Yes Yes No Yes'?
Senegal No No No No
Seychelles Yes No No No
Sierra Leone No No Yes No
Singapore No Yes No Yes!?
Slovakia Yes Yes Yes'® No
Slovenia Yes Yes No No
South Africa Yes No Yes No

7 New legislation was enacted to allow this in 2016 - previously there was a ban on foreign funding.

& Public companies only.
? Companies, trade unions and building societies are required to disclose donations made above a certain threshold.

10 Except by Israeli nationals living abroad.

! Donations from foreign governments and foreign public entities are prohibited.
12 Parties are required to account for their donations to an oversight body but no public disclosure obligations exist.

13 Only individuals donors are permitted.
149 Donors must disclose donations made which are above 1000 times the minimum wage.

15 Donors donating above a certain threshold must report as much to an oversight agency but these records are not made

public.

1€ Only allowed from foreign political parties.




Spain Yes Yes Yes!’ No
Sweden Yes No!® No No
Swaziland No No Yes No
Switzerland Yes No!? Yes No
Thailand Yes Yes No Yes
Uganda No No Yes No
Ukraine No Yes No No
United Kingdom | Yes Yes No Yes?
United States Yes Yes No No
Uruguay Yes No Yes No
Venezuela No Yes Yes No
Zambia No No Yes No
Zimbabwe Yes No No No

Of the 79 countries listed above the following data emerges:

77% of the countries provide public funding to political parties and 23% do not;
68% require the public disclosure of their private funding;

32% of the countries, including South Africa, do not have regulation requiring
transparency in their private funding;

Only 24% of the countries who give public funding to political parties do not
require transparency in their private funding activities. South Africa is included
in this list accompanied by: Burkina Faso, Honduras, Iceland, Madagascar,
Malawi, Mali, Malta, Mozambique, Panama, Seychelles, Sweden, Switzerland,
Uruguay and Zimbabwe.

52% of the countries permit some form of foreign funding;

23% of the countries have some form of obligation on certain donors to disclose

donations to political parties.

'7 Permitted from foreign governments and companies.

' Donations are disclosed to an oversight agency but not to the public.
'% Disclosure is required in some cantons but not others.

0 Companies must disclose donations to their shareholders.







ANNEXURE ON DUAL DISCLOSURE

In this document we expand upon our submission that there should be dual reporting obligations on
donors in respect of donations made to political parties. As we state in our submission, this is a vital
double accountability measure which would serve to ensure that the reports that political parties
submit to the Commission are accurate and reflect the donations which donors are reporting.

There are several countries which provide some form of disclosure obligations on donors for donations
made to political parties. These foreign laws are designed for different purposes, and are found in
pieces of legislation governing differing areas of law including electoral law, company law and tax law.

Below we provide examples from five major countries that place reporting obligations on donors,
namely Australia, the Republic of Ireland, India, Russia and Singapore.

AUSTRALIA

In Australia the electoral law provides for the disclosure obligation on the donor. It should be noted
that “gift” in this provision corresponds with the meaning that the Bill gives to “donation”. “Return”
in this provision means a report to the Australian Electoral Commission.

Section 305A of the Australian Commonwealth Electoral Act (1918) reads as follows:

(1) A person must provide a return in accordance with this section if:

(a) the person makes a gift or gifts, during the disclosure period in relation to an election, to any
candidate in the election or a member of a group; and

(b) the total amount or value of the gift or gifts was:
(i) equalto or more than the amount prescribed for the purposes of this paragraph; or
(i) if no amount is prescribed--more than $10,000.

THE REPUBLIC OF IRELAND

Ireland does not place an obligation on individual donors to report political donations, but does place
this obligation on companies, trade unions and building societies.

Section 26 of the Irish Electoral Act, 1997 states:

There shall be included in-

(a) the report by the directors of a company under section 158 of the Companies Act, 1963, and
the annual return under section 125 or 126, as may be appropriate, of that Act,

(b) the annual return to be made to the Registrar of Friendly Societies by a trade union (within the
meaning of the Trade Union Acts, 1871 to 1990) or a society registered under the
Industrial and Provident Societies Acts, 1893 to 1978, or the Friendly Societies Acts, 1896

to 1977, and



(¢) the report of a building society (within the meaning of the Building Societies Act, 1989 ) under
section 78 of that Act,

particulars of all donations (within the meaning of section 22 or 46 or regulations made under section
72 ) exceeding £4,000 in value made by the company, trade union, society or building society, as the
case may be, in the year to which the report or return relates, including particulars sufficient to
identify—

{a) the value of each such donation, and
{b) the person to whom the donation was made.
(2) For the purposes of this section—
(a) “company” has the same meaning as in the Companies Acts, 1963 to 1990;

(b) all donations made by the company, trade union, society or building society, as the case may
be, to the same person in the year to which the report or return relates shall be
aggregated and treated as a single donation;

(¢) in the case of a contribution of the kind referred to in subsection (2){a)(vi) of section
22 or subsection (2){a)(vi) of section 46 regard shall be had to the gross value thereof.

INDIA

India places this obligation on companies only and is found, not in electoral law, but company law
legislation.

Section 182 of the Indian Companies Act, 2013 reads:

(1) Notwithstanding anything contained in any other provision of this Act, a company, other than a
Government company and a company which has been in existence for less than three financial years,
may contribute any amount directly or indirectly to any political party: Provided that the amount
referred to in sub-section (1) or, as the case may be, the aggregate of the amount which may be so
contributed by the company in any financial year shall not exceed seven and a half per cent of its
average net profits during the three immediately preceding financial years: Provided further that no
such contribution shall be made by a company unless a resolution authorising the making of such
contribution is passed at a meeting of the Board of Directors and such resolution shall, subject to the
other provisions of this section, be deemed to be justification in law for the making and the acceptance
of the contribution authorised by it.

(2) ...

(3) Every company shall disclose in its profit and loss account any amount or amounts contributed by
it to any political party during the financial year to which that account relates, giving particulars of the
total amount contributed and the name of the party to which such amount has been contributed.



RUSSIA

In terms of Russian law, both the political party receiving a donation and the donor must complete a
“payment document” which is submitted to the oversight agency responsible for public disclosure.
Thus whilst the donor itself does not publish the donation, they report the details of the donation to
the oversight agency which is then able to scrutinise the party and donors’ statements for

inconsistencies.

Article 58 of the Russian Federation Federal Law on Basic Guarantees of Electoral Rights and the Rights
of Citizens of the Russian Federation to participate in a Referendum, 2002 reads [translated]:

7. When making a donation, a citizen shall indicate in the payment document the following personal
data: surname, first name, patronymic, date of birth, address of his place of residence, series and
number of passport or equivalent identity document, citizenship.

8. When making a donation, a legal entity shall indicate in the payment document the following data
on it: the taxpayer's identification number, the name, date of registration, the bank details, mark of
absence of limitations envisaged in Section 6 of this Article.

SINGAPORE

The rationale for Singapore’s donor disclosure is quite indifferent but ingenious. It deals with the
situation of multiple donations made by a donor which are individually below the threshold for
disclosure but cumulatively above. The understanding is that political parties may find it difficult to
track a series of small donations but an individual should have records of what amounts they have

donated.
Section 21 of the Singapore Political Donations Act, 2000 reads:

(1) This section shall apply where a person (referred to in this section as the donor) has during the
course of a calendar year made donations (each of which is referred to in this section as a small
donation) to a political association, the aggregate value of which is not less than $10,000, or such

other prescribed sum.

(2) The donor must make a donation report in the prescribed form to the Registrar in respect of the
small donations, giving the following particulars:

a) the aggregate value of the donations and the year in which they were made;
b) the name of the political association to which they were made; and
c) the full name and address of the donor and such other details in respect of the donor as are required

by the Schedule to be given in respect of a donor of a recordable donation,
whether or not the small donations are subject to inclusion in the donation report under section 12

of the political association concerned.

(3) Every donation report under subsection (2) shall be sent to the Registrar no later than 31st January
of the year following that in which the donations were made.



(4) Every donation report under subsection (2) shall be accompanied by a declaration in the
prescribed form by the donor stating —

a) that small donations whose aggregate value was that specified in the report were made by him to
the specified political association during the specified year; and
b) that no other small donations were made by him to that political association during that same year.

OPTIONS FOR SOUTH AFRICA

We believe that an obligation should be placed on donors, at least in some instances, to disclose the
donations that they have made to political parties.

In deciding how this obligation should be formulated, the following aspects need to be considered:

* Should the obligation rest on all types of donors, or just corporate donors;

¢ Should the threshold for donor disclosure be the same as the threshold for disclosure for
political parties;

e If the obligation only exists on juristic persons, would the obligation be better placed in
political party funding legislation or in other legislation, such as the Companies Act;

® To whom should the donor disclose? Must their disclosure be made public or will disclosure
to the Electoral Commission suffice?

We believe that a distinction should not be made between different types of donors, as we have seen
in South Africa that certain individuals can possess as much economic muscle as many corporate
entities. This supports the contention that the obligation should be included in this legislation, rather
than the Companies Act for example. The threshold amount for donor disclosure should be the same
as disclosure for political parties. However, there should be no obligation on the donor to make full
public disclosure. The purpose of the obligation is to enable an oversight body to scrutinise the
respective disclosures for inconsistencies. Thus disclosure by donors to the Electoral Commission will
suffice.

Whichever way this obligation is formulated, a disclosure obligation on the donor is an indispensable
element of this regulatory framework to fulfill the aim of ensuring a fully transparency, accountable
and “clean” climate for donations to political parties in South Africa.





