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PREAMBLE 

 

As a global entertainment group leading the Korean wave, SM ENTERTAINMENT CO., Ltd. 

(the “Company”) endeavors to enrich the world by promoting the pop culture and unique 

culture of Korea. 

Based on this Corporate Governance Charter (this “Charter”) as the foundation of the 

sustainable development of the Company, the Company shall strive to create social value and 

deliver happiness and impression to the customers, shareholders and society. 

In light of the foregoing, the Company aims at protecting the shareholders’ rights, performing 

responsible management under professional and independent supervision, and 

accomplishing sound and transparent corporate governance. 

 

CHAPTER 1. SHAREHOLDER 

 

Article 1. Rights of Shareholders  

① The shareholders, as the owner of the Company, shall be entitled to the rights granted to 

shareholders under the Korean Commercial Code and applicable laws and regulations, 

including, but not limited to, the right to receive dividends and residual assets; the right to 

attend and vote at general meetings of shareholders; and the right to be provided sufficient 

information necessary to exercise the rights or the shareholders in a timely manner. 

② Any matter that may cause a material change to the existence of the Company and the 

rights of the shareholders, including, but not limited to, an amendment to the Articles of 

Incorporation of the Company, merger, business transfer or division, dissolution, capital 

reduction, all-inclusive share swap or transfer, shall be resolved at the general meeting of 

shareholders in a way protecting the rights of the shareholders to the fullest extent 

possible.   

③ The Company shall provide the shareholders with adequate information on the date and 

time, location, and agenda of the general meeting of shareholders in sufficient advance, 

and the date and time and location of the general meeting of shareholders shall be 

determined to ensure attendance of as many shareholders as possible. 

④ The shareholders shall have the right to propose an agenda for the general meeting of 

shareholders to the Board of Directors, and shall have the right to inquire and request an 

explanation about the agenda at the general meeting of shareholders.  

 

Article 2. Equitable Treatment of Shareholders 

① Each shareholder shall have one (1) voting right per share, and the fundamental rights of 

the shareholders shall not be violated; provided, that the voting right of certain 

shareholders may be restricted pursuant to applicable laws. 

② The Company shall provide the shareholders with necessary and sufficient information in 



a timely, impartial, and easily comprehensible manner.  

③ The Company shall protect the shareholders from any unjust insider trading or self-dealing 

of other shareholders, such as controlling shareholders. 

 

Article 3. Responsibility of Shareholders 

① Each shareholder shall acknowledge that the exercise of his or her voting right may have 

impacts on the management of the Company, and shall endeavor to exercise his or her 

voting right proactively for the development of the Company. 

② Each controlling shareholder exerting his or her influence on the management of the 

Company shall act in the interests of the Company and all shareholders, and shall make 

efforts to prevent the Company and other shareholders from being harmed by any act 

contrary thereto. 

 

CHAPTER 2 BOARD OF DIRECTORS 

 

Article 4. Functions of the Board of Directors 

① The Board of Directors shall have comprehensive authority over the management of the 

Company, and shall perform the decision-making and supervisory functions over the 

management of the Company as set forth in applicable laws and regulations; the Articles 

of Incorporation of the Company; or the Board Charter. 

② The Board of Directors may set a certain scope of its authority and delegate such scope 

of authority to the representative director or the Board Committee by a resolution of the 

Board of Directors; provided, that such scope of authority shall not include any matter 

requiring a resolution of the Board of Directors under applicable laws and regulations; the 

Articles of Incorporation of the Company; or the Board Charter.   

 

Article 5. Composition of the Board of Directors 

① The Board of Directors shall be of a size enabling effective and deliberate discussion and 

decision-making, and shall be comprised of a sufficient number of directors to activate the 

committee of Board of Directors.  

② The Board of Directors shall have outside directors capable of performing their duties 

independently of the key executives and controlling shareholders of the Company, and 

the number of such outside directors shall be adequate to enable the Board of Directors 

to maintain its substantive independence.  

③ The members of the Board of Directors shall be competent directors with diversity and 

expertise, who are capable of making practical contributions to the management of the 

Company. The term of each appointed director shall be respected unless the director has 

any grounds for disqualification under applicable laws or the Articles of Incorporation of 



the Company.  

 

Article 6. Appointment of Director 

① Any person who is responsible for material damage to the Company value or rights and 

benefits of the shareholders shall not be appointed as a director of the Company. 

② For fairness and independence in the process of recommending and appointing the 

candidates for outside directors, the Company shall establish and manage the Outside 

Director Recommendation Committee or an organization equivalent thereto. 

③ The Company shall have the shareholders exercise their voting rights after being provided 

with sufficient information and time to make a decision on a candidate for director.  

 

Article 7. Outside Director  

① The outside directors shall independently participate in making important decisions on the 

management of the Company, and shall supervise and support the key executives of the 

Company, as a member of the Board of Directors.   

② The outside directors shall be a person who is capable of making decisions independently 

of the key executives and controlling shareholders of the Company.  

③ For the purpose of ensuring the outside directors’ diligent performance of their duties, the 

outside directors shall not hold another position concurrently in an excessive manner. 

④ The Company shall provide sufficient information necessary for the outside directors’ 

diligent performance of their duties. 

 

Article 8. Operation of the Board of Directors 

① The Board of Directors shall convene one (1) meeting per quarter in principle, and may 

hold additional meetings from time to time if necessary.  

② For the smooth operation of the Board of Directors, the Board of Directors shall enact the 

Board Charter, which shall specifically set forth the authorities and responsibilities of the 

Board of Directors and operational procedures, among other things. 

③ The Board of Directors shall prepare, maintain, and preserve minutes of the meetings of 

the Board of Directors, which shall include the agenda, progress, outcomes, objecting 

directors and reasons for the objection.  

 

Article 9. Board Committee 

① The Company may establish and manage the Committee consists of optimum number of 

members performing the specific function and role, in Board of Directors. 



② The Company will comply with the separate stipulated operating regulations for the 

organization, management and authority of entire Committees. 

 

Article 10. Duties of Directors 

① The directors shall perform their duties with the due care of a good manager, and shall 

make reasonable decisions based on adequate information with sufficient time and effort 

devoted.   

② The directors shall not perform their duties for their own or any third party’s interest. The 

directors shall always endeavor to achieve the best interests of the Company and the 

shareholders.  

③ The directors shall not disclose or use for their own or any third party’s interest any 

confidential information of the Company made available to the director in connection with 

the director’s performance of his or her duties. 

 

Article 11. Responsibilities of Directors 

① Any director who violates any law or the Articles of Incorporation of the Company or 

neglects his or her duties shall be responsible for damages to the Company. The director 

shall also be responsible for third-party damages if the director was malicious or grossly 

negligent.  

② The director’s business judgment shall be respected, if, in the course of making such 

business judgment, the director performed his or her duties in a way deemed to be in the 

best interest of the Company based on diligent and reasonable judgment, after collecting 

a substantial amount of reasonably reliable materials and information and carefully and 

sufficiently reviewing the collected materials and information. 

③ The Company may purchase director’s liability insurance at the Company’s expense, for 

the purpose of securing effectiveness in holding the directors to account and recruiting 

qualified persons as a director of the Company.  

 

Article 12.  Performance Review and Remuneration 

① The Board of Directors shall establish and operate a performance review and 

remuneration policy for the key executives of the Company, which may contribute to the 

improvement of shareholders’ interests on a long-term basis. The key executives’ 

management activities shall be reviewed in a fair manner, and the result thereof shall be 

reflected in the remuneration for and re-appointment of the key executive reasonably and 

adequately.  

② The ceiling amount of remuneration for directors shall be executed within the scope 

approved by the general meeting of shareholders.  

 



CHAPTER 3. AUDIT BODY 

 

Article 13. Internal Audit Body 

① The Company shall have an auditor as an internal audit body.  

② The auditor shall be appointed by the general meeting of shareholders.  

③ The auditor shall be permitted to access the information necessary for audit work freely 

and to seek assistance from outside experts in case of necessity. 

④ The auditor shall be independent of the key executives and the controlling shareholders 

and shall report to the general meeting of shareholders on the assessment of his or her 

independence and details of his or her major activities, which shall be disclosed in the 

business report by the representative director.   

 

Article 14. External Auditor 

① The external auditor shall maintain its legal and substantial independence from the 

company to be audited and its key executives controlling shareholders. 

② The external auditor shall attend the general meeting of shareholders and provide an 

explanation in case of any question raised by a shareholder about the audit report.  

③ The external auditor shall confirm whether there is any discrepancy between the 

information regularly disclosed along with the audited financial statements and the audit 

result.  

④ In conducting an audit, the external auditor shall make efforts to confirm whether there are 

any unfair or illegal conducts committed by the company to be audited.  

⑤ The external auditor shall consider the sustainability of the Company pursuant to 

applicable laws, including, but not limited to, the Act on External Audit of Stock Companies 

of Korea. 

⑥ The external auditor shall report important matters identified in the course of the external 

audit to the auditors.  

 

 

CHAPTER 4 STAKEHOLDERS 

 

Article 15. Protection of Rights of Stakeholders 

① The Company shall endeavor to refrain from violating any rights of various stakeholders, 

and shall diligently perform its social responsibilities, such as consumer protection and 

environmental protection, among other things.  



② By making fair transactions, the Company shall facilitate the establishment of market order 

and promote the balanced development of the national economy.   

③ To the extent permitted by law, the Company shall provide the stakeholders with the 

information necessary for the protection of the stakeholders’ rights, and shall support the 

stakeholders to access the relevant information.  

④ The Company shall respect the rights of the officers and employees and shall make efforts 

to improve the quality of their lives.  

⑤ The Company shall comply with the procedures for the protection of creditors with respect 

to any matter having material impacts on the creditors’ status, including, but not limited to, 

a merger or capital reduction.  

 

CHAPTER 5. PUBLIC DISCLOSURE  

 

Article 16. Public Disclosure 

① The Company shall make public disclosure of matters that may have material impacts on 

the decision-making of the shareholders or stakeholders, in addition to the matters 

required to be publicly disclosed under applicable laws and regulations. 

② In addition to regular public disclosure, the Company shall make detailed public disclosure 

accurately and timely upon making a decision on any important matter.   

③ The Company shall prepare public disclosures in an easily comprehensible way, and shall 

endeavor to make public disclosures accessible to the stakeholders.  

④ The Company shall designate a manager in charge of public disclosure, and shall 

establish an internal information delivery system to ensure that important information on 

the Company is promptly delivered to the manager in charge of public disclosure. 

⑤ The representative director and the manager in charge of public disclosure of the 

Company shall verify and review the accuracy and completeness of the financial reports. 

⑥ With respect to the scope or time of disclosure of any important information on the 

Company, the Company shall not treat any person preferably or discriminatorily and shall 

make public disclosures in a manner allowing all stakeholders to access the disclosed 

information simultaneously. 


