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INTERNATIONAL BANCSHARES CORPORATION 

Audit Committee Charter  

(Restated January 2025) 

I. Audit Committee Purpose 

The Audit Committee (the “Committee”) is appointed annually by the Board of Directors (the 

“Board”) to assist the Board in fulfilling its oversight responsibilities over the financial reporting and 

disclosure process of International Bancshares Corporation (the “Company”).  The Committee’s 

primary duties and responsibilities are to: 

• Monitor the quality and integrity of the Company’s financial reporting process and systems 

of internal controls regarding finance, accounting, legal and regulatory compliance, and 

ethical behavior. 

•  Monitor the independence, qualifications and performance of the Company’s independent 

auditors and internal auditing department. 

•  Monitor the Company’s financial statements and other financial information provided by the 

Company to its shareholders, the public and others. 

•  Oversee the annual audit of the Company’s financial statements. 

• Provide an avenue of communication among the independent auditors, management, the 

internal auditing department, and the Board of Directors. 

The Committee has the authority to conduct or authorize any investigation appropriate to fulfilling its 

responsibilities, and it has direct access to the independent auditors as well as anyone in the 

organization.  At the Company’s expense, the Committee has the ability to retain, obtain the advice 

and assistance of, oversee the performance of and determine the funding for special legal, 

accounting, or other independent consultants or experts it deems necessary in the performance of its 

duties as set forth in Section 301 of the Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley”).  Also, at 

the Company’s expense, the Committee has the ability to retain and determine the funding for the 

registered public accounting firm employed by the Company for the purpose of rendering or issuing 

an audit report, any other accounting firm engaged to perform services for the Company, any outside 

counsel and any other advisors to the Committee.  The Committee shall also have the authority, to 

the extent it deems necessary or appropriate, to ask the Company to provide the Committee with the 

support of one or more Company employees to assist it in carrying out its duties.  The Committee 

may request that any officer or employee of the Company or the Company’s outside counsel or 

independent auditors attend a meeting of the Committee or meet with any members of, or consultants 

to, the Committee.  The Company will provide appropriate funding, as determined by the Committee, 

for compensation for the independent auditor, any other accounting firm engaged to perform services 

to the Company, any outside counsel or other advisers that the Committee chooses to engage and for 

payment of ordinary administrative expenses of the Committee that are necessary or appropriate in 

carrying out its duties. 
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II. Audit Committee Composition and Meetings 

The Committee members shall meet the independence and experience requirements of Section 36 of 

the Federal Deposit Insurance Act, the Nasdaq Stock Market, Inc. (“Nasdaq”), the Securities and 

Exchange Commission (“SEC”), Sarbanes-Oxley and all other applicable legal requirements, at the 

time of their appointment.  The Committee members must not have participated in the preparation of 

the financial statements of the Company or any current subsidiary of the Company at any time during 

the past three years.  In addition, each Committee member shall be free from any relationship that, in 

the opinion of the Board, would interfere with the exercise of his or her independent judgment as a 

member of the Committee.  No member of the Committee may serve simultaneously on the audit 

committee of more than two other public companies.  The Committee shall be comprised of a 

minimum of three directors as determined by the Board.  All members of the Committee shall be 

financially literate and have a basic understanding of finance and accounting and be able to read and 

understand fundamental financial statements.  At least one member of the Committee shall have past 

employment experience in finance or accounting, requisite professional certification in accounting, or 

any other comparable experience or background which results in the individual’s financial 

sophistication to be an “audit committee financial expert”, as defined in Item 407(d)(5)(ii) of 

Regulation S-K, including being or having been a chief executive officer, chief financial officer or 

other senior officer with financial oversight responsibilities.  All members of the Committee shall be, 

in the opinion of the Board, fully qualified to (i) review and understand the Company’s financial 

statements, (ii) monitor the performance of management, (iii) monitor the Company’s internal 

accounting operations, (iv) monitor the independent auditors, and (v) monitor the disclosures of the 

Company to the end that they fairly present the Company’s financial condition and results of 

operations.  The Board shall designate a member of the Committee as the chairperson, and those 

members of the Committee who qualify as “audit committee financial experts”. 

The Committee shall meet at least four times annually, or more frequently if necessary to fulfill its 

responsibilities.  If circumstances warrant, an unscheduled meeting of the Committee can be called 

with or without the presence of the Company’s management.  The Committee should meet privately 

in executive session at least annually with management, the director of the internal auditing 

department, the independent auditors, anyone else as desired by the Committee, and separately as a 

committee to discuss any matters that the Committee or each of these groups believe should be 

discussed.  The Committee should meet privately in executive session at least annually with the senior 

internal audit executive, without the presence of management, to discuss any matters that the 

Committee or the director of the internal auditing department believe should be discussed with respect 

to the Company’s internal auditing department or internal auditing functions. In addition, the 

Committee, or at least its Chair, should communicate with management and the independent auditors 

quarterly to review the Company’s financial statements and significant findings based upon the 

auditor’s limited review procedures.  The Committee shall report regularly to the Board regarding its 

actions and make recommendations to the Board as appropriate. 

In carrying out its responsibilities, the Committee believes it policies and procedures should remain 

flexible, in order to best react to changing conditions and to ensure to the directors and shareholders 

that the corporate accounting and reporting practices of the Company are in accordance with all 

requirements and are of the highest quality. 

III. Audit Committee Responsibilities and Duties 

The Committee shall have the following duties and responsibilities: 
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Review Procedures 

1. Review and reassess the adequacy of this Charter as circumstances dictate, but at least 

annually.  Submit the Charter to the Board for approval and have the document 

published in accordance with SEC regulations. 

2. Review and discuss with management and the independent auditors the Company’s 

annual audited financial statements and the related MD&A and other disclosures in 

the Company’s Form 10-K.  Recommend to the Board whether the financial 

statements should be included in the annual report on Form 10-K. 

3. Review with financial management and the independent auditors any interim financial 

information that may be available and the Company’s quarterly financial results 

and/or the Company’s quarterly financial statements, including the Company’s 

MD&A disclosures.  Discuss with the independent auditor any significant changes to 

the Company’s accounting principles and any other items required to be discussed by 

PCAOB Auditing Standards No. 1301—Communications with Audit Committees.  

The Chair of the Committee may represent the entire Committee for purposes of this 

review. 

4. Discuss with management and the independent auditors significant financial reporting 

issues and judgments made in connection with the preparation of the Company’s 

financial statements, including any significant changes in the Company’s selection or 

application of accounting principles, any major issues as to the adequacy of the 

Company’s internal controls and any special steps adopted in light of material control 

deficiencies. 

5. Review and discuss quarterly reports from the independent auditors on: 

a. All critical accounting policies and practices to be used. 

b. All alternative treatments of financial information within generally accepted 

accounting principles that have been discussed with management, ramifications 

of the use of such alternative disclosures and treatments, and the treatment 

preferred by the independent auditors. 

c. Other material written communication between the independent auditors and 

management, such as any management letter or schedule of unadjusted 

differences. 

6. Consider, in consultation with management, the independent auditors, and the internal 

auditors, the adequacy, effectiveness and integrity of the Company’s financial 

reporting processes, internal controls over financial reporting and disclosure controls 

or procedures, and elicit any recommendations for the improvement of such internal 

control procedures or particular areas where new or more detailed controls are 

desirable.  Discuss significant financial risk exposures and the steps management has 

taken to monitor, control and report such exposures.  Review significant findings 

prepared by the independent auditors and the internal auditing department together 
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with management’s responses.  Meet with management at least quarterly to discuss 

such matters in accordance with Section 302 of Sarbanes-Oxley. 

7. Discuss with management the Company’s earnings press releases, including the use 

of “pro forma” or “adjusted” non-GAAP information, as well as financial information 

and earnings guidance provided to analysts and rating agencies.  Such discussion may 

be done generally (consisting of discussing the types of information to be disclosed 

and the types of presentations to be made). 

8. Discuss with management the Company’s major financial risk exposures and the steps 

management has taken to monitor and control such exposures, including the review 

and approval of the Company’s risk assessment and associated methodology, and risk 

management policies. 

9. Review disclosures made to the Committee by the Company’s CEO and CFO during 

their certification process for the Form 10-K and Form 10-Q about any significant 

deficiencies in the design or operation of internal controls or material weaknesses 

therein which are reasonably likely to adversely affect the Company’s ability to 

record, process, summarize and report financial data and any fraud involving 

management or other employees who have a significant role in the Company’s 

internal controls. 

Independent Auditors 

10. Select and retain an independent registered public accounting firm to act as the 

Company’s independent auditors for the purpose of auditing the Company’s annual 

financial statements, records, accounts and internal controls over financial reporting.  

The independent auditors are ultimately accountable to, and shall report directly to,  

the Committee, pursuant to Section 301 of Sarbanes-Oxley.  The Committee shall 

review the independence and performance of the auditors and shall have the sole 

authority to appoint the independent auditors or approve any discharge of auditors 

when circumstances warrant.  In addition, the Committee shall be directly responsible 

for the setting of the compensation, oversight of the work and evaluation and 

termination of any independent auditors employed by the Company (including 

resolving disagreements between management and the auditor regarding financial 

reporting) for the purpose of preparing or issuing an audit report and related work. 

11. Select, retain, compensate, oversee and terminate, if necessary, any other registered 

public accounting firm engaged for the purpose of preparing or issuing an audit report 

or performing other audit, review or attest services for the Company. 

12. Pre-approve (i) all audit and permitted non-audit tax services that may be provided by 

the Company’s independent auditors or other registered public accounting firms, and 

establish policies and procedures for the Committee’s pre-approval of permitted 

services by the Company’s independent auditors or other registered public accounting 

firms on an on-going basis and (ii) pursuant to Section 202 of Sarbanes-Oxley, the 

fees and other significant compensation to be paid to the independent auditors in 
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exchange for auditing services and permissible non-audit and tax services, either 

directly or pursuant to such processes as are in accordance with Sarbanes-Oxley and 

that are determined to be advisable.  In no event shall the independent auditors 

perform any non-audit services for the Company that are prohibited by Section 

10A(g) of the Securities Exchange Act  of 1934 (the “Exchange Act”) or the rules of 

the SEC, Nasdaq or the Public Company Accounting Oversight Board. 

13. Receive, pursuant to Section 204 of Sarbanes-Oxley, from the independent auditors 

on a timely basis information concerning (i) all critical accounting policies and 

practices used by the Company, (ii) alternative accounting treatments that have been 

discussed with management along with the potential ramifications of using those 

alternatives and the treatments preferred by the independent auditor and (iii) other 

written communications provided by the auditor to management, including a schedule 

of unadjusted audit differences. 

14. Obtain and review from the independent auditors, on an annual basis, a report from 

the independent auditor describing (i) the accounting firm’s internal quality control 

procedures; (ii) all relationships between the firm and the Company or any of its 

subsidiaries that could impair the auditor’s independence, with special attention given 

to any non-audit services that the auditors may have provided the Company; (iii) any 

issues raised by the most recent internal quality control review or peer review or 

Public Company Accounting Oversight Board review or inspection of the auditor, or 

by any other inquiry or investigation by governmental or professional authorities 

within the last five years regarding one or more audits carried out by the firm, and any 

steps taken to address these issues; and (iv) the auditor’s assessment of the 

Company’s internal quality control procedures, including an evaluation of the internal 

audit responsibilities, budget and staffing and any recommended changes in the 

planned scope of the internal audit.  The Committee shall discuss with the 

independent auditors this report and any relationships or services that may impact the 

objectivity and independence of the auditors.  The Committee shall take additional 

actions, as necessary, to satisfy itself of the qualifications, performance and 

independence of the auditors. 

15. Review the independent auditor’s audit plan - discuss scope, staffing, locations, 

reliance upon management, and internal audit and general audit approach. 

16. Discuss the results of the audit with the independent auditors, including auditor issues 

on which the independent auditor communicated with its national office regarding 

auditing or accounting issues.  Also, discuss with the independent auditor the matters 

required to be discussed by PCAOB Auditing Standards No. 1301—Communications 

with Audit Committees. 

17. Consider the independent auditors’ judgments about the quality and appropriateness 

of the Company’s accounting principles as applied in its financial reporting and the 

clarity of the Company’s financial disclosure practices.  Inquire as to the auditors’ 

judgments regarding the degree of aggressiveness or conservatism of the 

Company’s accounting principles and underlying estimates and other significant 
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decisions made by management in preparing the financial disclosure.   Review any 

difficulties the auditor encountered in the course of its audit work (including any 

restrictions on the scope of the auditor’s activities or on access to information, and 

any significant disagreements with management) and management’s response. 

18. Evaluate, at least annually, the qualifications, performance and independence of the 

Company’s independent auditors, including an evaluation of the lead audit partner, 

and consider regular rotation of the accounting firm serving as the Company’s 

independent auditors. 

19. Oversee the rotation, at least once every five years, of the lead (or coordinating) 

audit partner having primary responsibility for the audit and the audit partner 

responsible for reviewing the audit, in order to assure continuing auditor 

independence. 

20. Recommend to the Board policies for the hiring of employees or former employees 

of the independent auditor who were engaged on the Company’s account that are 

consistent with Section 206 of Sarbanes-Oxley and other SEC rules. 

Internal Audit Department and Legal Compliance 

21. Meet with management and the senior internal audit executive periodically to 

review and discuss the appropriate authority, role, and responsibilities of the 

Company’s internal audit department, discuss how the internal audit department is 

fulfilling the Company’s internal audit mandate, communicate the Committee’s 

perspective on the Company’s strategies, objectives and risks to assist the senior 

internal audit executive with determining internal audit priorities, and assess the 

effectiveness and efficiency of the Company’s internal audit function.  The 

Committee shall also meet with the senior internal audit executive, at least annually, 

to discuss the sufficiency, both in numbers and capabilities, of the Company’s 

internal audit resources to achieve the Company’s internal audit plan. 

22. Review and approve the functions of the Company’s internal audit department as 

well as the Internal Audit Charter.  Such review includes the department’s purpose 

and organization, its responsibilities, the sufficiency of its resources, its budget, its 

plan, changes in its plan, its activities, its organizational structure, its staffing and 

the qualifications of the internal audit department personnel. The Committee shall 

review and discuss the Internal Audit Charter with management and the senior 

internal audit executive periodically to consider changes affecting the Company and 

discuss other topics that should be included in the internal audit charter to enable an 

effective internal audit function. 

23. Periodically evaluate reporting lines and responsibilities and developing alternative 

processes to obtain assurance of independence of the senior internal audit executive 

when additional areas of responsibilities are assigned. The Committee shall also 

assess the requirements necessary for the senior internal audit executive to manage 

the Company’s internal audit function, as described in the Global Internal Audit 
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Standards published by The Institute of Internal Auditors on January 9, 2024 (the 

“Global Internal Audit Standards”). The Committee shall engage with management 

and the senior internal audit executive to establish appropriate safeguards if the 

senior internal audit executive’s roles and responsibilities with the Company impair 

or appear to impair the independence of the Company’s internal audit functions.  

24. Review the appointment, performance and replacement of the senior internal audit 

executive. The Committee shall also work with management and provide input to 

management to support the performance evaluation and renumeration of the senior 

internal audit executive. 

25. Review and approve, at least annually, the internal audit department’s performance 

objectives. The Committee shall assess and consider the internal audit department’s 

conformance with the Global Internal Audit Standards and other applicable laws 

and regulations, the internal audit department’s ability to fulfill the Company’s 

internal audit mandate and progress towards completion of the internal audit plan , 

the results of the internal audit department’s quality assurance and improvement 

program, and the extent to which the internal audit department's performance 

objectives are being met. 

26. Review any transaction between the Company and any related person (as defined in 

Item 404 of Regulation S-K) and any other potential conflict of interest situations 

on an ongoing basis, in accordance with Company policies and procedures. 

27. Review, at least quarterly, significant reports prepared by the internal audit 

department together with management’s response and follow-up to these reports. 

28. Collaborate with management and the senior internal audit executive to establish 

plans to have an external quality assessment of the Company’s internal audit 

department conducted by an independent, qualified assessor at least once every five 

years, and determine the scope and frequency of such external quality assessments. 

The Committee shall review and approve the scope and frequency of external 

quality assessments and the competencies and independence of the selected external 

assessor. When an external quality assessment is conducted, the Committee shall 

review the complete assessment return by the external quality assessor, review the 

senior internal audit executive’s actions plans to address any deficiencies and 

opportunities for improvement identified in the assessment, approve a timeline for 

completion of the senior internal audit executive’s action plans, and monitor the 

senior internal audit executive’s progress with respect to such action plans.  

29. Review with the Company’s counsel, on at least an annual basis, any legal matters 

that could have a significant impact on the organization’s financial statements, the 

Company’s compliance with applicable laws and regulations, inquiries received 

from regulators or governmental agencies and reports and disclosures of insider and 

affiliated party transactions.  Also discuss such matters with management and the 

Company’s internal auditors. 
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30. Review and discuss any reports concerning material violations submitted to the 

Committee by Company attorneys or outside counsel pursuant to the SEC attorney 

professional responsibility rules. 

31. Assess and ensure, in collaboration with management and the senior internal audit 

executive, the Company’s and the internal audit department’s compliance with the 

Global Internal Audit Standards. 

Other Audit Committee Responsibilities 

32. Prepare annually a report to shareholders as required by the Securities and 

Exchange Commission and recommend to the Board that the audited financial 

statements be included in the report.  The report should be included in the 

Company’s annual proxy statement. 

33. Perform any other activities consistent with this Charter, the Company’s by-laws 

and governing law, as the Committee or the Board deems necessary or appropriate.  

34. Maintain minutes of meetings and periodically report to the Board of Directors on 

significant results of the foregoing activities. 

35. Establish procedures for (i) the receipt, retention, and treatment of complaints 

received by the Company regarding accounting, internal auditing controls, or 

auditing matters; and (ii) the confidential, anonymous submission of employees of 

the Company of concerns regarding questionable accounting or auditing matters.  

36. Evaluate annually the Committee’s own performance, which evaluation must compare 

the performance of the Committee with the Committee’s purpose, duties and 

responsibilities outlined in this Charter. 


