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Abstract
The recent Supreme Court ruling on electoral bonds marks a significant development in the realm of political funding and transparency. This decision addresses the constitutionality and regulatory framework surrounding electoral bonds, which were introduced to facilitate anonymous donations to political parties. The ruling evaluates the balance between the need for transparency in political funding and the protection of donor privacy. It scrutinizes whether the existing provisions adequately prevent corruption and ensure accountability, or whether they allow for undue influence by anonymous donors. The Court's analysis includes an assessment of the impact on democratic processes and the integrity of electoral campaigns. This abstract examines the legal implications of the ruling, including potential reforms to enhance transparency and accountability in political finance, and the broader consequences for electoral integrity and public trust in democratic institutions. The Electoral Bonds case has become a pivotal legal and political issue in India, drawing significant attention due to its implications for electoral transparency and political funding. At the heart of this case is the challenge to the constitutionality and legality of the Electoral Bonds scheme, which was introduced by the Government of India as a means to reform political funding and enhance transparency in electoral processes.
Introduction
Similar to promissory notes, electoral bonds are financial instruments that businesses and people in India can purchase from the State Bank of India (SBI) and provide to a political party, which has the option to cash them in. The Supreme Court ruled unanimously that the electoral bond schemes were unconstitutional and directed the State Bank of India (SBI) to immediately stop issuing electoral bonds. Electoral bonds are used to facilitate fundings to political parties in a transparent manner. It allows the individuals, organisations, foreign companies etc., to donate money to political parties without actually revealing their true identity. It can be considered as an anonymous donation. Their identities shall not be revealed to the public or to the recipient party. 
Under the electoral bond scheme, individuals and corporate groups could donate unlimited amounts of money to political parties anonymously. These issued bonds, do not require the disclosure of identity to anyone, including Election Commission of India. 
In 2016, the Finance Act, 2016 came into force through which the term ‘foreign source’ has been amended in Foreign Contribution Regulation Act, 2010. It allowed the foreign companies who hold a majority share in Indian companies to donate to political parties. Previously, they were prohibited to do so. 
In 2017, Finance Act, 2017 has amended few other legislations such as RoPA, 1951, Reserve Bank of India Act, 1934, Income Tax Act, 1961 and Companies Act, 2013. 

Through these amendments, Union government is permitted to 
“authorise any scheduled bank to issue electoral bond[s]” and also it exempted political parties from keeping a detailed report and also from publishing the received contributions via electoral bonds.
On 2 January 2018, the Ministry of Finance issued a notification that introduced the Electoral Bond Scheme, 2018.  
Under this scheme, State Bank of India is authorised to sell electoral bonds. They are to be issued at specific intervals of time i.e., 10 days in January, April, July, and October each year. It is ranged from Rs.1,000 to Rs. 1 Crore. The identity of the donor shall be anonymous except SBI is authorised to record the donor’s details as per KYC, Know Your Customer policy. These electoral bonds can be bought digitally or by visiting the bank physically. After the purchase the donor can donate the following to any political party according to their choice. Once donated, the political party can encash the same within 15 days of issuance. The funds received will be channelled to the party’s designated bank account, which is monitored by ECI. With the end of the period of 15 days, the funds are deposited to Prime Minister Relief fund. 
Despite its intended purpose, the Electoral Bonds scheme has faced substantial criticism and legal scrutiny. Critics argue that the scheme undermines transparency in political funding by allowing donors to remain anonymous, thus potentially enabling unregulated and undisclosed contributions. Concerns have also been raised about the impact of such anonymity on electoral integrity and public trust. The case challenging the constitutionality of the Electoral Bonds scheme was brought before the Supreme Court of India. The petitioners, including various political parties and civil society groups, contended that the scheme violated fundamental rights related to transparency and accountability. They argued that the secrecy surrounding the donors' identities contravenes the principles of democratic governance and fair electoral practices enshrined in the Constitution.

 On 12 April 2019, a bench led by Chief Justice RanjanGogoi, along with Justices Deepak Gupta, and  Sanjiv Khanna directed all political parties to submit details of donations, donors, and bank account numbers in a sealed cover to the ECI. The Bench refrained from imposing a stay on the implementation of the scheme stating that “such weighty issues would require an in-depth hearing.” On 16 October 2023, the petitioners once again approached the court to hear the case prior to 2024 elections. The then three Judges bench noting the importance of the issue, referred the case to Five Judges Constitution Bench led by CJI D.Y. Chandrachud, along with Justices J.B. Pardiwala, Sanjiv Khanna, B.R. Gavai, and Manoj Misra. The bench observed three distinct issues namely, 

1. Challenges to the Union’s electoral bond scheme;
2. Scrutiny of political parties under the Right to Information Act, 2005 (RTI).
3. Validity of the 2016 and 2017 Amendments to the Foreign Contribution (Regulation) Act, 2010      (FCRA) which allows political parties to receive foreign funding.
The petitioners contended that the electoral bonds program led to an increase in corporate fundraising, the flow of illicit money, and corruption. They maintained that since a political party's financing source influences its policies and viewpoints, citizens have a right to know about it. The Union argued that the plan was created to protect donors' right to privacy and secrecy, since they would have otherwise been vulnerable of retaliation from political parties that they did not support. 
The Court determined that the anonymous Electoral Bond Scheme infringed upon the right to information that voters are guaranteed under Article 19(1)(a) of the Indian Constitution because it unduly restricted the ability of voters to ascertain the funding source of political parties, thereby affecting their ability to cast a ballot.
Only the grounds listed in Article 19(2) may be used to restrict the Right to Information under Article 19 (1)(a) of the Constitution. It was maintained that the Electoral Bond Scheme reasonably restricted the exercise of the fundamental right to free speech and expression. But the Court noted that there is no justification in Article 19(2) for the Scheme's primary goal, which was to reduce the use of illicit money in election finance. It was determined that the proportionality requirement, which is an operational standard to determine whether the violation of the fundamental right is justified, was not met in this instance. It was also noted that electoral bonds are not the only way to meet the goal of limiting black money. The Court suggested an Electoral Trust, which can only be established for the purpose of receiving political donations from donors, when discussing alternate methods. Contributions made in cash via the Electoral Trust are permitted under certain restrictions. a) The contributor's name, address, account number, amount, and mode of donation must be recorded, b) The only ways to contribute to electoral trusts are by bank draft, electronic transfer, or check. The Electoral Trust does not accept cash transactions; and c) it is required to keep a record of the individuals who have contributed money and the names of those who have received it. The Court further decided that checks and other electronic transfer methods may be used to make contributions under twenty-five thousand. 

While addressing this issue, the Court discovered that the amendment to Section 182, allowed both profit- making and loss-making companies to make unlimited donations to the political parties. For the following grounds, the Court determined that this modification was arbitrary: a) the corporations' unrestricted contributions enable them to use their resources and influence to shape legislation more effectively than an individual would,
b) This plan was obviously arbitrary because it treated the businesses and people equally. Furthermore, the Court believed that the unrestricted influence of corporations on the electoral process and their unlimited financial contributions violated the principles of free and fair elections and political equality, which are embodied in the idea of "one person, one vote." It is understood as the contributions made as part of business dealings in which they hope to gain something in return. The Court additionally noted that the amendment is blatantly arbitrary because it fails to discriminate between donations made by profit-making and loss-making businesses, even though it is more conceivable for a loss-making business to give money to political parties in exchange for advantages.
The scheme's critics also question its impact on electoral fairness. The ability of corporations and wealthy individuals to make anonymous donations could skew political power in favour of those with substantial financial resources. This imbalance might undermine the principle of equal representation and influence the political landscape in ways that are not aligned with democratic ideals. 
The Constitution Bench reserved judgment on November 2, 2023. The Court unanimously invalidated the Union's Electoral Bonds (EB) Scheme, 2018 on 
February 15, 2024. 
The Bench determined that the Scheme infringed upon voters' constitutionally guaranteed access to information as stated in Article 19(1)(a). The Court further ordered an immediate halt to the sale of electoral bonds. SBI was instructed to provide the ECI with information about all of the electoral bonds it has bought from April 12, 2019 till date. This will contain information about the buyer as well as the political parties to whom the bonds were distributed. Additionally, the Court mandated that the ECI post the data given by SBI on its official website no later than one week after receiving the data by March 13, 2024. 
Conclusion
The Electoral Bonds case stands as a significant moment in India's legal and political landscape, encapsulating the ongoing struggle between the need for transparent political funding and the desire to modernize electoral finance mechanisms. As the Supreme Court of India deliberates on the constitutionality of the Electoral Bonds scheme, the stakes are high, with implications that could reshape the framework for political donations and electoral transparency in the country.
Final Thoughts:

As India navigates the complexities of political funding reform, the Supreme Court's decision in the Electoral Bonds case will be pivotal in shaping the future of electoral transparency and integrity. The ruling will not only impact how political donations are regulated but also signal the judiciary's commitment to upholding democratic principles and public trust in the electoral system. The case underscores the critical need for a transparent and equitable framework for political financing, ensuring that democracy remains robust and representative of all citizens' interests.
�	 Author of TOI news desk, Electoral bonds explained: Transparency and anonymity in political funding, Times of India, Mar 20, 2024.


� Foreign Contribution Regulation Act, 2010, Sec. 2(j), Act No. 42, Acts of Parliament, 2010 (India).


� The Representation of People Act, 1951, Act No. 43, Acts of Parliament, 1951 (India).  


� Reserve Bank of India Act, 1934, Act No. 2, Acts of Parliament, 1934 (India).


�SCO, � HYPERLINK "https://www.scobserver.in"�https://www.scobserver.in� (last visited Aug 25, 2024).


� Mayashree Acharya, What is Electoral Bond Scheme: Meaning, Validity, Eligibility, Price, Benefits; clear � HYPERLINK "http://tax.in"�tax.in�, Jun 6th, 2024. 


�	 SCO, � HYPERLINK "https://www.scobserver.in"�https://www.scobserver.in� (last visited Aug 25, 2024).


�	 Ajoy Karpuram, Electoral Bonds Day #8: Bench decides to hear three issues in seperate cases, SCO, Jan 31, 2023.


�	 � HYPERLINK "https://www.lexology.com/1152460/author/Smiti_Tewari/"�Smiti Tewari�, � HYPERLINK "https://www.lexology.com/1152460/author/Tamanna_Meghrajani/"�Tamanna Meghrajani� and � HYPERLINK "https://www.lexology.com/1152460/author/Vaidehi/"�Vaideh�i, Electoral bonds held unconstitutional by Supreme Court, Lexology, March 26, 2024. 


� drishtiias, � HYPERLINK "https://www.drishtiias.com"�https://www.drishtiias.com� (last visited on 16 Feb 2024). 


� cjp, � HYPERLINK "https://cjp.org.in"�https://cjp.org.in� (last visited on 15 Feb 2024).






