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Political donations by companies: a consultation document 
In our Fifth Report, on the funding of political parties, we recommended that companies should be required, by statute, to obtain shareholders’ consent prior to making a political donation (Recommendation 34). Last month, you published a consultation document entitled Political Donations by Companies in which you accept this recommendation and seek views on options for its effective implementation. We welcome the publication of this document and congratulate you on its clarity and conciseness. 
The consultation document focuses on issues relating to three principal areas: the definition of political donations, effective remedies for enforcing a requirement of prior shareholder consent, and disclosure provisions for companies. 
Definition of ‘political donation’ 
We are pleased that the Government agrees with this Committee that regulations governing ‘political donations’ will be ineffective unless a broad definition, covering both money and non-monetary benefits, is adopted. We believe that this broad definition should include expenditure on any advertising or other promotional material by a company which would reasonably be regarded as likely to affect public support for a political party. 
We are not persuaded that, contrary to the present law, companies should be required to disclose donations to foreign political parties. The focus of my Committee’s concern is on the integrity of the political process in the UK and, in particular, on ensuring transparency in the funding arrangements of UK political parties. We believe, therefore, that it is sufficient that company donations to political parties in the UK should be disclosed. 
Prior shareholder consent and effective remedies 
We note that at paragraph 4.6 of the consultation document, you suggest that the Companies Act 1985 could be amended in a variety of ways to make provision for prior shareholder consent. One of the options you present is that which we suggested in the Fifth Report, namely a broad enabling power valid for no longer than four years. We took the view that this arrangement would provide sufficient control by shareholders over company political donations without being unnecessarily burdensome on the company directors. 
We agree that a system of prior shareholder consent has to be backed up by effective remedies. You suggest a number of possible remedies. They are not mutually-exclusive. We are against the suggestion that directors who make a political donation without proper authority should be subject to criminal sanctions, but are attracted by the proposal that they should be made personally liable to make restitution (with interest) and, where appropriate, to pay damages as compensation for harm caused to the company by the unauthorised donation. We suggest that it should be open to the company to bring proceedings against defaulting directors and that, in circumstances where the company fails to do so, a streamlined procedure should be available to shareholders to seek a remedy against them. The shareholders’ legal costs should be paid by the company board on an indemnity basis. 
We are also attracted by the suggestion that political parties should have a responsibility to ensure that any donations received from companies are properly authorised. This requirement would be analogous to our proposal that a ‘responsible officer’ within a political party should have to certify to the Election Commission that donations had been received from permissible sources only (see paragraph 5.31 of the Fifth Report). 
Post hoc ballots 
We agree with you in concluding against a system under which the part of the directors’ report concerning political donations should not be signed but put to the general meeting of shareholders for approval by ordinary resolution. 
Political funds 
We note that you have rejected the option that companies should have to set up a political fund. Again, we agree with your conclusion. We received no evidence during our enquiry into the funding of political parties to persuade us otherwise. We note that your reasons are in part that such a scheme would be likely to be costly and bureaucratic since it is likely that it would involve a system under which shareholders could opt-out from the fund. Although this is not a matter which we considered in detail in our enquiry, we received evidence which persuaded us that opt-out would be complicated to administer. 
Disclosure 
Although the disclosure level for companies is very much lower than the disclosure threshold recommended by this Committee for political parties, we agree with you that the key issue, as regards companies, is whether the donation is in the company’s interests rather than whether the donation is material to the company’s finances. We received no evidence to suggest that the 200 threshold causes any difficulty and, as far as we are aware, there is no reason why this figure should be changed. 
As for whether directors should disclose their political connections, we would not support such a requirement. It has been a principle of this Committee that political affiliation is a private matter, and that a requirement of disclosure would have to be founded on a compelling justification. Bearing in mind that a director could not make a political donation unless it were in the interests of the company to do so, we do not believe that such a justification would be available in the case of company donations. We are also concerned that the proposals, as framed in paragraph 5.10 of the consultation document, are drafted very widely, without reference to company donations. 
My colleagues and I hope that you will find these comments of some assistance. In accordance with the Committee’s practice we will be making public this response. 
Lord Neill of Bladen QC 

