INVESTORS FINANCIAL SERVICES CORP.
AUDIT COMMITTEE CHARTER
Purpose
The Audit Committee (Committee) shall provide assistance to the Boards of Directors of Investors
Financial Services Corp. (“IFSC”) and its subsidiaries (collectively, the “Company”), including Investors
Bank & Trust Company (the “Bank”), in fulfilling their oversight responsibilities to shareholders relating to
(i) the reliability and integrity of corporate accounting and financial reporting practices; (ii) the quality and
integrity of financial statements and reports; (iii) the independent auditors’ qualifications and independence;
(iv) the performance of the Company’s internal audit function and independent auditors; (v) compliance with
laws, regulations and Company policies; and (vi) maintenance of a sound system of internal controls. In
doing so, it is the responsibility of the Audit Committee to maintain free and open means of communication
among the Directors, the independent auditors, and the Company’s internal auditors and management.
Committee Membership and Organization
The Committee shall be composed of a minimum of three members. Each Committee member shall
meet any independence requirements promulgated by the Securities and Exchange Commission (the “SEC”),
including Rule 10A-3(b)(1), the National Association of Securities Dealers, any exchange upon which
securities of the Company are traded, and any governmental or regulatory body exercising authority over the
Company (each a “Regulatory Body”). Each member of the Committee 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 shall have participated in the preparation of the
financial statements of the Company or any subsidiary at any time during the past three years. At least one
member of the Committee shall be a “financial expert” as defined by the rules of the SEC. All members of
the Committee shall have a strong level of business or financial acumen (as determined in the reasonable
discretion of the Board), including, at a minimum, the ability to read and understand fundamental financial
statements..
The members of the Committee shall be appointed by the Board on the recommendation of the
Nominating and Corporate Governance Committee. Committee members may be replaced by the Board.
The Committee shall meet as often as the Committee or the Committee Chair determines, but not
less frequently than quarterly. If circumstances warrant, an unscheduled meeting of the Committee can be
called with or without the presence of the Company’s management. The Committee strongly supports
confidential exchanges with internal auditors and independent auditors. Therefore, no less frequently than
annually, the Committee shall meet with the Director of Internal Audit without the presence of management.
In addition, at all meetings where independent auditors are present, the Committee will ensure that sufficient
opportunity is made available for the independent auditors to meet with the Committee without management
present.
The Committee shall have the authority to retain independent legal, accounting or other consultants
to advise 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 shall provide for appropriate funding, as determined by the Committee, for payment
(i) of compensation to the independent auditors for the purpose of rendering or issuing an audit report, (ii) to
any advisors employed by the Committee, and (iii) for ordinary administrative expenses that are necessary or
appropriate in carrying out the Committee’s duties.
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Committee Authority and Responsibilities
The following activities are set forth as a guide with the understanding that the Committee may diverge
from this guide as it considers appropriate.
Charter Review
1. Review and reassess the adequacy of this Charter annually and recommend any proposed changes to
the Board for approval.
Independent Auditors
2. Appoint and compensate the independent auditors in connection with the preparation and issuance of
an audit report regarding the Company’s financial statements. The Committee shall receive regular
reports regarding the work of the independent auditors, and may obtain the assistance of Company
management in the negotiation of the terms of the independent auditors’ engagement and the
oversight of the independent auditors’ performance.
3. Review the experience and qualifications of the senior members of the independent auditors’ team.
4. Monitor the independence, qualifications and performance of the independent auditors by, among
other things
·

Obtaining and reviewing a report from the independent auditors at least annually regarding (a)
the auditors’ internal quality-control procedures, (b) any material issues raised by the most recent
quality control review or peer review of the firm, or by any inquiry or investigation by
governmental or professional authorities within the preceding five years respecting one or more
independent audits carried out by the firm, (c) any steps taken to deal with any such issues, and
(d) all relationships between the independent auditors and the Company.

·

If so determined by the Committee, taking additional action to satisfy itself of the qualifications,
performance and independence of the auditors.

5. 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.
6. Meet with the independent auditors and management of the Company to review the scope, planning
and staffing of the proposed audit activities for the coming year.
7. Preapprove all auditing services and permitted non-audit services to be performed for the Company
by the independent auditors, except as otherwise permitted by applicable law. In no event shall the
independent auditors perform any non-audit services for the Company which are prohibited by
Section 10A(g) of the Securities Exchange Act of 1934 (the “Exchange Act”) or the rules of the SEC
or the Public Corporation Accounting Oversight Board.
8. Ensure that the Company’s management cooperates with the independent auditors and provides
access to all appropriate Company resources requested by the independent auditors in the course of
their audit.
Financial Reporting and Internal Controls
9. At the conclusion of the annual audit, meet with the independent auditors and management of the
Company and review any related report or opinion issued by the independent auditors and any
comments or recommendations stemming from the annual audit. Prior to the release of the
Company’s audited and interim financial statements, review the financial statements with the
independent auditors and financial management of the Company. Determine that the independent
auditors are satisfied with the disclosure and content of the financial statements.
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10. Review any changes in accounting principles, changes in the accounting treatment of significant
transactions, and changes in financial reporting policies. Additionally, review the independent
auditor’s judgments regarding the quality and appropriateness of the Company’s accounting
principles, as applied in the Company’s 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 decisions made by management in preparing the financial disclosure. Review
any significant disagreement or difficulty encountered during the course of the audit.
11. Annually discuss with the independent auditors the matters required to be discussed by Statement on
Accounting Standards 61.
12. Discuss with management the Company’s major financial risk exposures and the steps management
has taken to monitor and control such exposures, including the Company’s risk assessment and risk
management policies.
13. Discuss with management, either specifically or by discussion of the types of information to be
disclosed and the types of presentation to be made, the Company’s earnings press releases, including
the use of “pro forma” or “adjusted” non-GAAP information and any earnings guidance, as well as
financial information provided to rating agencies.
14. Based on the reviews and discussions of the Committee pursuant to its responsibilities under this
charter, determine on an annual basis whether to recommend to the full Board of Directors that the
audited financial statements of the Company be included in the Company’s Annual Report on
Form 10-K.
15. Review with management and the independent auditor the Company’s quarterly financial statements
prior to the filing of its Form 10-Q, including the results of the independent auditors’ reviews of the
quarterly financial statements.
16. Review and approve Audit Committee disclosures to be contained in the Company’s proxy statement
for its annual meeting of stockholders, including the Audit Committee Report and disclosure
regarding the independence of members of the Committee. The Committee shall ensure that this
Charter is attached as an appendix to the Company’s proxy statement at least once every three years.
17. Review with the independent auditors, the Company’s internal auditor, and the Company’s financial
management, the effectiveness and integrity of the accounting, financial and other internal controls
of the Company, and elicit any recommendations for the improvement of such internal control
procedures or particular areas where new or more detailed controls are desirable. In this regard, the
Committee shall review management’s annual statement of responsibilities for preparing financial
statements, establishing and maintaining an adequate internal control structure for financial reporting
and major financial risk exposures, and complying with designated safety and soundness laws. The
Committee shall also review management’s assessments of the effectiveness of the Company’s
internal control structure and procedures for financial reporting as of the fiscal year-end and
compliance with designated laws and regulations during the fiscal year. In addition, the Committee
shall review the independent auditors’ attestations on the aforementioned management assertions.
18. Monitor the Company’s progress in promptly addressing and correcting any and all identified
weaknesses or deficiencies in financial reporting, internal controls or related matters.
19. Receive periodic reports from the independent auditors and appropriate officers of the Company on
significant accounting or reporting developments proposed by the Financial Accounting Standards
Board or the SEC that may impact the Company.
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20. Review with management and the independent auditors any effects of regulatory and accounting
initiatives as well as any off-balance sheet structures on the Company’s financial statements.
21. Review material regulatory inquiries and significant findings and recommendations of all regulatory
reports of examination and management’s responses thereto.
Internal Audit Function
22. Review and approve the appointment of the Director of Internal Audit.
23. Review and approve the Internal Audit Department’s annual audit plans and budget and review the
sufficiency of internal audit resources. Review the independence and authority of the internal audit
function’s reporting obligations and the coordination of efforts with the independent auditors.
24. At each meeting, but no less than quarterly, review significant internal audit reports containing
management’s responses completed since the previous Committee meeting, the status of the annual
audit plan, and a progress report on the extent to which internal audit recommendations have been
implemented by management. Any deviations from or modifications to the original audit plan will
be reviewed with the Committee, as will be any changes in internal audit policies.
Compliance Oversight
25. Discuss with management and the internal auditors the Company’s processes regarding compliance
with applicable laws and regulations and obtain verbal or written reports from management and
internal audit regarding compliance by the Company and its affiliated entities with applicable legal
requirements.
26. Review annually the program established to monitor compliance with the Company’s Code of
Conduct.
27. Advise the Board with respect to the Company’s policies and procedures regarding compliance with
applicable laws and regulations and with the Company’s Code of Conduct.
28. Obtain from the independent auditors any reports required to be furnished to the Committee under
Section 10A of the Exchange Act or other applicable laws or regulations.
29. Establish procedures for (i) the receipt, retention and treatment of complaints received by the
Company regarding accounting, internal accounting controls or auditing matters, and (ii) the
confidential, anonymous submissions by employees of the Company of concerns regarding
questionable accounting, auditing or compliance matters.
30. Discuss with management and the independent auditors any correspondence with regulators or
governmental agencies and any employee complaints or published reports which raise material
issues regarding the Company’s financial statements or accounting policies or compliance with the
Company’s Code of Conduct.
31. Review with the Company’s general counsel legal matters that may have a material impact on the
financial statements, the Company’s compliance policies and any material reports or inquiries
received from regulators or governmental agencies.
Subsidiaries of IFSC
32. Perform the duties required to be performed by the audit committee of the Bank to the extent
permitted, and in the manner required, by applicable laws and regulations.
General
33. Establish clear hiring policies for employees for former employees of the independent auditor.
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34. Under the direction of the Chairperson of the Committee, report on the Committee’s activities at the
next Board of Directors meeting or, if deemed necessary by the Committee Chair, earlier.
35. Investigate any matter brought to the Committee’s attention within the scope of its duties.
36. Meet at least annually with the chief financial officer, the general counsel, the senior internal
auditing executive and the independent auditor in separate executive sessions.
37. Annually review the performance of the Committee.
General
The Committee’s role is one of oversight as set forth in this charter. It is not the duty of the Committee
to plan or conduct audits or to determine that the Company’s financial statements are complete and accurate
and are in accordance with generally accepted accounting principles. The Company’s management is
responsible for preparing the Company’s financial statements and for maintaining internal controls, and the
independent auditors are responsible for auditing the financial statements. Nor is it the duty of the
Committee to conduct investigations, to resolve disagreements, if any, between management and the
independent auditors or to assure compliance with laws and regulations and the Company’s Code of
Conduct.
Any duty or action of the Committee may be undertaken and fulfilled by the Board as a whole in place of
the Committee.
With respect to joint sessions of the Committee:
·

The Committee may meet simultaneously as a committee of IFSC and the Bank, though it should
hold separate sessions if necessary to consider transactions between the two entities or other
matters where IFSC and the Bank may have different interests; and

·

The Committee should consult with internal or outside counsel if, in the opinion of the
Committee, any matter under consideration by the Committee has the potential for any conflict
between the interests of IFSC and those of the Bank or IFSC’s other subsidiaries in order to
ensure that appropriate procedures are established for addressing any such potential conflict and
for ensuring compliance with the Company’s policies regarding Sections 23A and 23B of the
Federal Reserve Act.

In performing their responsibilities, Committee members are entitled to rely in good faith on
information, opinions, reports or statements prepared or presented by:
1. One or more officers or employees of the Company whom the Committee members reasonably
believe to be reliable and competent in the matters presented;
2. Counsel, independent auditors, or other persons as to matters which the Committee members
reasonably believe to be within the professional or expert competence of such person; or
3. Another committee of the Board as to matters within such other committee’s designated
authority which other committee the Committee members reasonably believe to merit
confidence.

