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Report of Independent Registered Public Accounting Firm
The Board of Directors and Shareholders

International Bancshares Corporation:

We have audited International Bancshares Corporation and subsidiaries’ (the “Company”) internal control over financial
reporting as of December 31, 2016, based on criteria established in Internal Control—Integrated Framework issued by
the Committee of Sponsoring Organizations of the Treadway Commission in 2013. International Bancshares
Corporation and subsidiaries’ management is responsible for maintaining effective internal control over financial
reporting and for its assessment of the effectiveness of internal control over financial reporting included in the
accompanying Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an
opinion on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and
testing and evaluating the design and operating effectiveness of internal control, based on the assessed risk. Our audit
also included performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance
with generally accepted accounting principles. A company’s internal control over financial reporting includes those
policies and procedures that (a) pertain to the maintenance of records that, in reasonable detail, accurately and fairly
reflect the transactions and dispositions of the assets of the company; (b) provide reasonable assurance that
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance
with authorization of management and directors of the company; and (c) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may
deteriorate.

In our opinion, International Bancshares Corporation and subsidiaries maintained, in all material respects, effective
internal control over financial reporting as of December 31, 2015, based on criteria established in Internal
Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission in
2013.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated statements of condition of International Bancshares Corporation and subsidiaries as of
December 31, 2016 and 2015, and the related consolidated statements of income, comprehensive income,
shareholders’ equity, and cash flows for each of the three years in the period ended December 31, 2016 and our report
dated February 27, 2017 expressed an unqualified opinion.
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Item 9B. Other Information

None.

PART III

Item 10. Directors, Executive Officers and Corporate Governance

There is incorporated in this Item 10 by reference (i) that portion of the Company’s definitive proxy statement relating
to the Company’s 2017 Annual Meeting of Shareholders entitled “ELECTION OF DIRECTORS,” (ii) the portion of the
Company’s definitive proxy statement entitled “Audit Committee” in the portion entitled “MEETINGS AND
COMMITTEES OF THE BOARD OF DIRECTORS,” (iii) the portion of the Company’s definitive proxy statement
entitled “Code of Ethics,” in the portion entitled “CORPORATE GOVERNANCE,” (iv) that portion of the Company’s
definitive proxy statement entitled “SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE,” and
(v) Item 4A of this report entitled “Executive Officers of the Registrant.”

Item 11. Executive Compensation

There is incorporated in this Item 11 by reference (i) that portion of the Company’s definitive proxy statement relating
to the Company’s 2017 Annual Meeting of Shareholders entitled “EXECUTIVE COMPENSATION,” and (ii) that
portion entitled “Compensation Committee and Stock Option Plan Committee Interlocks and Insider Participation” in
the portion entitled “MEETINGS AND COMMITTEES OF THE BOARD OF DIRECTORS.”

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

There are incorporated in this Item 12 by reference those portions of the Company’s definitive proxy statement relating

to the Company’s 2017 Annual Meeting of Shareholders entitled “PRINCIPAL SHAREHOLDERS,” “SECURITY
OWNERSHIP OF MANAGEMENT,” and “Equity Compensation Plan Information” in the portion entitled “EXECUTIVE
COMPENSATION.”

Item 13. Certain Relationships and Related Transactions, and Director Independence

There is incorporated in this Item 13 by reference (i) that portion of the Company’s definitive proxy statement relating

to the Company’s 2017 Annual Meeting of Shareholders entitled “INTEREST OF MANAGEMENT IN CERTAIN
TRANSACTIONS” and (ii) that portion entitled “Director Independence” in the portion entitled “CORPORATE
GOVERNANCE.”

Item 14. Principal Accounting Fees and Services

There is incorporated in this Item 14 by reference that portion of the Company’s definitive proxy statement relating to
the Company’s 2017 Annual Meeting of Shareholders entitled “PRINCIPAL ACCOUNTANT FEES AND SERVICES.”
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PART IV

Item 15. Exhibits, Financial Statement Schedules

(a)Documents

1.The consolidated financial statements of the Company and subsidiaries are incorporated into Item 8 of this report by
reference from the 2016 Annual Report to Shareholders filed as an exhibit hereto and they include:

Reports of Independent Registered Public Accounting Firm

Consolidated:
Statements of Condition as of December 31, 2016 and 2015

Statements of Income for the years ended December 31, 2016, 2015 and 2014

Statements of Comprehensive Income for the years ended December 31, 2016, 2015 and 2014
Statements of Shareholders’ Equity for the years ended December 31, 2016, 2015 and 2014
Statements of Cash Flows for the years ended December 31, 2016, 2015 and 2014

Notes to Consolidated Financial Statements

2.All Financial Statement Schedules are omitted as the required information is inapplicable or the information is
presented in the consolidated financial statements or related notes.

3.The following exhibits have previously been filed by the Registrant or are included in this report following the Index
to Exhibits:

(3)(@)*

(3)(b)*

(3)(e)*

B3)(D*

40

—Articles of Incorporation of International Bancshares Corporation incorporated herein as an exhibit by
reference to the Current Report, Exhibit 3.1 therein, under the Securities Exchange Act of 1934, filed by
Registrant on Form 8 K with the Securities and Exchange Commission on June 20, 1995, SEC File No. 09439.
—Articles of Amendment to the Articles of Incorporation of International Bancshares Corporation dated

May 22, 1998 incorporated herein by reference to Exhibit 3(c) of the Registrant’s Annual Report on Form 10 K
filed with the Securities and Exchange Commission on March 31, 1999, SEC file No. 09439.

—Articles of Amendment to the Articles of Incorporation of International Bancshares Corporation dated

May 21, 2002 incorporated herein by reference to Exhibit 3(d) of the Registrant’s Annual Report on form 10 K
filed with the Securities and Exchange Commission on March 12, 2004, SEC File No. 09439.

—Articles of Amendment to the Articles of Incorporation of International Bancshares Corporation filed with the
Secretary of State of the State of Texas on May 17, 2005, incorporated herein as an exhibit by reference to the
Current Report, Exhibit 3.1 therein, under the Securities Exchange Act of 1934, filed by Registrant on

Form 8 K with the Securities and Exchange Commission on May 20, 2005, SEC File No. 09439.

Explanation of Responses: 6
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—Articles of Amendment to the Articles of Incorporation of International Bancshares Corporation filed with

(3)(e)* the Secretary of State of the State of Texas on December 22, 2008, incorporated herein as an exhibit by
reference to the Current Report, Exhibit 3.1 therein, filed by registrant on Form 8 K with the Commission on
December 23, 2008, Commission File No. 09439.

3)(H)* —Amended and Restated By Laws of International Bancshares Corporation, incorporated herein as an exhibit
by reference to the Current Report, Exhibit 3.1 therein, filed by registrant on Form 8 K with the Commission
on December 18, 2009, Commission File No. 09439.

3)(g)* —-Certificate of Amendment to Articles of Incorporation of International Bancshares Corporation filed with the
Secretary of State of Texas on May 21, 2013, incorporated herein as an exhibit by reference to the Current
Report, Exhibit 3.1 therein, under the Securities Exchange Act of 1934, filed by the Registrant on Form 8§ K
with the Securities and Exchange Commission on May 22, 2013, SEC File Number 09439.

(4)(a)* —Warrant, dated December 23, 2008, to purchase shares of common stock of International Bancshares
Corporation, incorporated herein as an exhibit by reference to the Current Report, Exhibit 4.1 therein, filed
by registrant on Form 8 K with the Commission on December 23, 2008, Commission File No. 09439.

(10a)*+ —Letter Agreement, dated as of December 23, 2008, and the Securities Purchase Agreement—Standard Terms,
which the Letter Agreement incorporates by reference, between International Bancshares Corporation and
the United States Department of the Treasury, incorporated herein as an exhibit by reference to the Current
Report, Exhibit 10.1 therein, filed by registrant on Form 8§ K with the Commission on December 23, 2008,
Commission File No. 09439.

(10b)*+ —The 1996 International Bancshares Corporation Stock Option Plan incorporated herein by reference to
Exhibit 99.1 to the Post Effective Amendment No. 1 to Form S 8 filed with the Securities and Exchange
Commission on March 21, 1997, SEC File No. 333 11689.

(10c)*+ —2005 International Bancshares Corporation Stock Option Plan incorporated herein as an exhibit by reference
to the Current Report, Exhibit 10.1 therein, under the Securities Exchange Act of 1934, filed by the Company
on Form 8 K with the Securities and Exchange Commission on April 1, 2005, SEC File No. 09439.

(10d)*+ —International Bancshares Corporation 2006 Executive Incentive Compensation Plan, filed by Registrant on
Form DEF 14 A with the Securities and Exchange Commission on April 17, 2008, SEC File No. 09439.

(10e)*+ —International Bancshares Corporation Long Term Restricted Stock Unit Plan, filed by Registrant on Form 8§ K
with the Securities and Exchange Commission on December 12, 2009, SEC File No. 09439.

(10f)*+ —2012 International Bancshares Corporation Stock Option Plan incorporated herein by reference to Exhibit A
of the Registrant’s Proxy Statement on Schedule 14A filed with the Securities and Exchange Commission on
April 20, 2012.
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—International Bancshares Corporation 2013 Management Incentive Plan incorporated herein by reference to
(10g)*+ Exhibit A of the Registrant’s Proxy Statement on Schedule 14A filed with the Securities and Exchange
Commission on April 19, 2013.

(13)** —International Bancshares Corporation 2016 Annual Report

(21) —List of Subsidiaries of International Bancshares Corporation as of February 27, 2017

(23) —Consent of Independent Registered Public Accounting Firm

(3la) —<Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes Oxley Act of 2002

(31b) —=Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes Oxley Act of 2002

(32a) —<Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes Oxley Act of 2002

(32b) —~Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbanes Oxley Act of 2002
101++ —Interactive Data File

*Previously filed

+Executive Compensation Plans and Arrangements

**Deemed filed only with respect to those portions thereof incorporated herein by reference

++Attached as Exhibit 101 to this report are the following documents formatted in XBRL (Extensible Business
Reporting Language): (i) the Condensed Consolidated Statement of Earnings for the years ended December 31, 2016,

2015 and 2014 (i1) the Condensed Consolidated Balance Sheet as of December 31, 2016 and 2015, and (iii) the
Condensed Consolidated Statement of Cash Flows for the years ended December 31, 2016, 2015 and 2014.

Item 16. Form 10-K Summary

None
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

INTERNATIONAL
BANCSHARES
CORPORATION
(Registrant)

By: /s/ Dennis E. Nixon

Dennis E. Nixon
President
Date: February 27, 2017
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following
persons on behalf of the Registrant and in the capacities and on the date indicated.

Signatures Title Date

President and
/s/ Dennis E. Nixon Director

(Principal Iz:gll);uary 20,
Dennis E. Nixon Executive
Officer)
Treasurer
(Principal
/s/ Imelda Navarro F1ne'1n01al Rbimieny 27,
Officer and 2017
Imelda Navarro Principal
Accounting
Officer)
. . February 27,
/s/ Javier de anda Director 2017
Javier de Anda
. . February 27,
/s/ Irving Greenblum Director 2017
Irving Greenblum
/s/ R. David Guerra Director Rbimieny 27,
! 2017

R. David Guerra

Explanation of Responses:
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/s/ Doug Howland

Director
Doug Howland
/s/ Peggy J. Newman

Director
Peggy J. Newman
/s/ Larry Norton

Director

Larry Norton

/s/ Roberto resendez Director

Roberto Resendez

/s/ Leonardo Salinas Director
Leonardo Salinas

/s/ Antonio R.
Sanchez, Jr.
Director
Antonio R. Sanchez,
Jr.

February 27,
2017

February 27,
2017

February 27,
2017

February 27,
2017

February 27,
2017

February 27,
2017
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Exhibit Index

Exhibit 13— International Bancshares Corporation 2016 Annual Report, Exhibit 13, page 1

Exhibit 21— List of Subsidiaries of International Bancshares Corporation as of February 22, 2017

Exhibit 23— Consent of Independent Registered Public Accounting Firm

Exhibit 31(a)—€ertification of Chief Executive Officer pursuant to Section 302 of the Sarbanes Oxley Act of 2002

Exhibit 31(b)—Eertification of Chief Financial Officer pursuant to Section 302 of the Sarbanes Oxley Act of 2002

Exhibit 32(a)—€ertification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes Oxley Act of 2002

Exhibit 32(b)—€ertification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes Oxley Act of 2002

Exhibit 101—Interactive Data File
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