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Form 990

Department of the Treasury

Return of Organization Exempt From Income Tax

Under section 501(c), 527, or 4947(a)X1) of the Internal Revenue Code
(except black lung benefit trust or private foundation)

OMB No 1545-0047

2010

Open to Public

Internal Revenue Service > The organization may have to use a copy of this return to satisfy state reporting requirements Inspection
A For the 2010 calendar year, or tax year beginning , 2010, and ending ,
B Check it applicable | € Name of organization RESEARCH DEVELOPMENT FOUNDATION D Employer Identification Numb

! Address change Doing Business As 88-0234325

. Name change Number and street (or P O box if mail is not delivered to street addr) Room/suite E Telephone number

[ ] itiat return 402 N. Division St. (775) 687-0245

. Terminated
. Amended return
D Apptication pending

State ZIP code + 4
NV 89703

City, town or country

Carson City

G Gross receipts

$ 5,295,777.

F Name and address of principal officer

Robert M Wallace Same as C Above

| Tax-exempt status

X[so1cxn [ 5010 ¢ )< (nsertmo) | |4%47a)yor [ 1527

J Website: >

N/A

H(a) Is this a group return for affiiates?
H(b) Are all affiliates included?

Yes

.

No
No

Yes

If 'No," attach a st (see instructions)

H(c) Group exemption number >

K Form of organization m Corporation I—I Trust J—l Association H Other™ I L Year of Formation 1989 | M State of lega!l domicite NV
{Partl | Summary
1 Briefly describe the organization's mission or most significant activites: To advance medical and scientific research
M through the transfer of technology from the laboratory to public use by obtaining _
€ Patents, granting licenses and administering patents arising out of discoveries made _
=t Ppursuant to research conducted or sponsored by certain other charitable organizations
éc\g 2 Check this box » D_If the organization discontinued its operations or disposed of more than 25% of its net assets
@g 3 Number of voting members of the governing body (Part VI, line 1a) 3|5
=9 4 Number of iIndependent voting members of the governing body (Part VI, line 1b) 4 |0
£ | 5 Total number of individuals employed In calendar year 2010 (Part V, line 2a) 5 |3
<l
=% 6 Total number of volunteers (estimate If necessary) 6 |0
<IK | 7a Total unrelated business revenue from Part VIlI, column (C), line 12 7a 0.
(=) b Net unrelated business taxable income from Form 990-T, line 34 7b 0.
L Prior Year Current Year
Z_o 8 Contributions and grants (Pa @E@E\\!ED O 3,450,000. 4,025,000.
2 9 Program service revenue (Patt VI, 0] 995,161. 890,912.
% 10 Investment income (Part VIiI, ¢ol , hnes 3_4, ,-? -3,160,034. 304,547.
D) 11 Other revenue (Part VIII, colu r‘L( ), 6\; ed,%c, ac, '{’E 11e)
12 Total revenue — add lines 8 th 11 {must equal Pa Tcolumn (A), hne 12) 1,285,127. 5,220,459.
13 Grants and similar amounts pai (Phn.l)(—,‘c‘dm
14 Benefits paid to or for members {Part @@ rE
n 15 Salarnies, other compensation, e \pl/eyeefb‘ efits (Part IX, column (A), lines 5-10) 960,893. 1,125,479.
§ 16a Professional fundraising fees (Part X, column (A), ine 11e)
2 b Total fundraising expenses (Part I1X, column (D), line 25) » 0. :
d 17 Other expenses (Part IX, column (A), ines 11a-11d, 11f-24f) 4,221,877. 2,861,612.
18 Total expenses Add lines 13-17 (must equal Part IX, column (A), line 25) 5,182,770. 3,987,091.
19 Revenue less expenses Subtract line 18 from line 12 -3,897,643. 1,233,368.
a§ Beginning of Current Year End of Year
i_é 20 Total assets (Part X, line 16) 15,386,792. 13,847,750.
32 21 Total liabilities (Part X, line 26) 1,441,582. 609,736.
23] 22 Net assets or fund balances Subtract line 21 from line 20 13,945,210. 13,238,014.

[Partll [ Signature Block

preparer has any knowledge

Under penalties of perjury, t dec%’oal | have examined this return, including accompanying schedules and statements, and to the best of my knowledge and belief, it is true, correct, and

megpa?

M) r]

complete Declaration of preparey/(oiNer th}'l ofﬁc? li\l)ase} on?' mfcy\ahww
V. 1 v

Sign
Here P Robert M. wallace Presiden
Type or print name and title
Print/Type preparer's name Preparer’s signature Date Check D i |FPTIN
Paid self-employed
Preparer |rFrmsname *
Use only Firm's address ™ Firm's EIN ™
Phone no
May the IRS discuss this return with the preparer shown above? (see instructions) I_I Yes [—[ No
BAA For Paperwork Reduction Act Notice, see the separate instructions. TEEA0IO1  12/21/10 Form 990 (2010)
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Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 2
iPartlZg Statement of Program Service Accomplishments
Check if Schedule O contains a response to any question in this Part Il rx—l

1 Briefly describe the organization's mission*
See Schedule O

2 Dud the organization undertake any significant program services during the year which were not listed on the prior

Form 990 or 990-EZ? [] ves No
If 'Yes," describe these new services on Schedule O
3 Did the organization cease conducting, or make significant changes in how it conducts, any program services? D Yes No

If 'Yes,' describe these changes on Schedule O

4 Describe the exempt purpose achievements for each of the organization's three largest program services by expenses Section 501(c)(3)
and 501(c)(4) organizations and section 4947(a)(1) trusts are required to report the amount of grants and allocations to others, the total
expenses, and revenue, If any, for each program service reported

4a (Code: ) (Expenses $ 3,347,293 . including grants of $ ) (Revenue $ 890,912.)
See Schedule O

4d Other program services (Describe in Schedule O)

(Expenses $ including grants of  $ ) (Revenue $ )
4e Total program service expenses » 3,347,293.
BAA TEEA0102  10/06/10 Form 990 (2010)




Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325

[PactdVAa] Checklist of Required Schedules

1 Is the orgamization described in section 501(c)(3) or 4947(a)(1) (other than a private foundation)? If ‘Yes,' complete
Schedule A

Is the organization requiked to complete Schedule B, Schedule of Contributors? (see instructions)

Did the organization engage in direct or indirect political campaign activities on behalf of or in opposition to candidates
for public office? If 'Yes,' complete Schedule C, Part |

4 Section 501(c)(3) organizations Did the organization engage in lobbying activities, or have a section 501(h) election
in effect during the tax year? If 'Yes,' complete Schedule C, Part I

5 Is the organization a section 501(c)(4), 501(c)(5), or 501(c)(6) organization that receives membership dues,
assessments, or similar amounts as defined in Revenue Procedure 98-19? If 'Yes,' complete Schedule C, Part Il

6 Did the organization maintain any donor advised funds or any similar funds or accounts where donors have the right to
provide advice on the distribution or investment of amounts in such funds or accounts? If 'Yes,' complete Schedule D,
Part |

7 Dud the organization receive or hold a conservation easement, including easements to preserve open space, the
environment, historic land areas or historic structures? If 'Yes,' complete Schedule D, Part Il

8 Dud the orgamization maintain collections of works of art, historical treasures, or other similar assets? /f 'Yes,'
complete Schedule D, Part Il

9 Did the orgamization report an amount in Part X, ine 21; serve as a custodian for amounts not listed in Part X;
or provide credit counseling, debt management, credit repair, or debt negohation services? If 'Yes,’ complete
Schedule D, Part IV

Page 3
Yes | No

1 X

2 | X

3 X
4 X
5 N/A

6 X
7 X
8 X
9 X

108 Did the orgamization, directly or through a related organization, hold assets in term, permanent, or quasi-endowments? /If
'Yes,' complete Schedule D, Part V

11 If the organization's answer to any of the following questions I1s "Yes', then complete Schedule D, Parts VI, Vii, VilI, IX,
or X as applicable

a Did the organization report an amount for land, buildings and equipment in Part X, line 10? /f 'Yes,' complete Schedule
D, Part Vi

b Did the organmization report an amount for investments— other secunities in Part X, line 12 that 1s 5% or more of its total
assets reported in Part X, line 16? /f 'Yes,' complete Schedule D, Part Vil

c Did the organization report an amount for investments— program related in Part X, line 13 that 1s 5% or more of its total
assets reported in Part X, line 16? If 'Yes,' complete Schedule D, Part Viii

d Did the organization report an amount for other assets in Part X, line 15 that 1s 5% or more of its total assets reported
in Part X, line 162 If 'Yes,' complete Schedule D, Part I1X

e Did the organization report an amount for other liabilities in Part X, line 257 If 'Yes,' complete Schedule D, Part X

f Did the organization's separate or consolidated financial statements for the tax year include a footnote that addresses
the organization's hability for uncertain tax positions under FIN 48 (ASC 740)? /f 'Yes,' complete Schedule D, Part X

12a Did the orgamization obtain separate, independent audited financial statements for the tax year? If 'Yes,' complete
Schedule D, Parts X1, XII, and Xlii

b Was the organization included in consolidated, independent audited financial statements for the tax year? If 'Yes,' and
If the organization answered ‘No' to line 12a, then completing Schedule D, Parts XI, Xil, and Xl is optional

13 Is the organization a school described Iin section 170(b)(1)(A)(1)? If "Yes,' complete Schedule E

14a Did the orgamization maintain an office, employees, or agents outside of the United States?

b Did the orgamization have aggregate revenues or expenses of more than $10,000 from grantmaking, fundraising,
business, and program service activities outside the United States? If 'Yes,' complete Schedule F, Parts | and IV

15 Did the organization report on Part X, column (A), line 3, more than $5,000 of grants or assistance to any organization
or entity located outside the United States? If ‘Yes,' complete Schedule F, Parts Il and IV

16 Did the organization report on Part IX, column (A), line 3, more than $5,000 of aggregate grants or assistance to
individuals located outside the United States? If ‘Yes,' complete Schedule F, Parts Il and IV

17 Did the organization report a total of more than $15,000 of expenses for professional fundraising services on Part IX,
column (A), lines 6 and 11e? If 'Yes,' complete Schedule G, Part | (see instructions)

18 Did the organization report more than $15,000 total of fundraising event gross income and contributions on Part Vill,
lines 1c and 8a? /f 'Yes,' complete Schedule G, Part /I

19 Did the organization report more than $15,000 of gross income from gaming activities on Part VIII, line 9a? If ‘Yes,'
complete Schedule G, Part Il

20 aDid the organization operate one or more hospitals? If 'Yes,’ complete Schedule H

b If 'Yes' to line 20a, did the organization attach its audited financial statements to this return? Note. Some Form 990
filers that operate one or more hospitals must attach audited financial statements (see instructions)

11a X
11b X
1lc X
11d] X

1le X
1f X
12a] X

12b X
13 X
14a X
14b X
15 X
16 X
17 X
18 X
19 X
20 X
20b| N/JA

BAA TEEA0103 12121110

Form 990 (2010)



Schedule J

27 D the organization provide a grant or other assistance to an officer, director, trustee, key employee, substantial
contributor, or a grant selection committee member, or to a person related to such an individual? If 'Yes,' complete
Schedule L, Part Il

28 Was the organization a party to a business transaction with one of the following parties (see Schedule L, Part IV
instructions for applicable filing thresholds, conditions, and exceptions)
a A current or former officer, director, trustee, or key employee? If 'Yes,' complete Schedule L, Part IV

b A family member of a current or former officer, director, trustee, or key employee? If 'Yes,' complete
Schedule L, Part IV

c An entity of which a current or former officer, director, trustee, or key employee (or a family member thereof) was an
officer, director, trustee, or direct or indirect owner? If 'Yes,' complete Schedule L, Part IV
29 Did the organization receive more than $25,000 in non-cash contnibutions? If 'Yes,' complete Schedule M
30 Did the organization receive contributions of art, historical treasures, or other similar assets, or qualified conservation
contributions? If 'Yes,' complete Schedule M
31 Dud the organization hiquidate, terminate, or dissolve and cease operations? If 'Yes,' complete Schedule N, Part |

32 Did the organization sell, exchange, dispose of, or transfer more than 25% of its net assets? /f 'Yes,' complete
Schedule N, Part Il

33 Dud the organization own 100% of an entity disregarded as separate from the organization under Regulations sections
301 7701-2 and 301 7701-3? If 'Yes,' complete Schedule R, Part |

34 Was the organization related to any tax-exempt or taxable entity? If 'Yes,' complete Schedule R, Parts II, Ill, IV, and V,
line 1
35 Is any related organization a controlled entity within the meaning of section 512(b)(13)?

a Did the organization receive any payment from or engage In any transaction with a controlled entity
within the meaning of section 512(b)(13)? If 'Yes,' complete Schedule R, Part V, line 2 Yes [:] No

36 Section 501(c)(3) organizatiéns. Did the organization make any transfers to an exempt non-charitable related
organization? If 'Yes,’' complete Schedule R, Part V, line 2

37 Did the orgamization conduct more than 5% of its activities through an entity that 1s not a related organization and that is
treated as a partnership for federal income tax purposes? If 'Yes,' complete Schedule R, Part VI .

38 Did the orgamization complete Schedule O and provide explanations in Schedule O for Part VI, lines 11 and 19?
Note. All Form 990 filers are required to complete Schedule O

Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 4
|!B§:EtZI3VMI Checklist of Required Schedules (continued)
Yes | No
21 Did the organization report more than $5,000 of grants and other assistance to governments and organizations in the
United States on Part IX, column (A), hine 1? If 'Yes,' complete Schedule I, Parts | and Il 21 X
Did the organization report more than $5,000 of grants and other assistance to individuals in the United States on Part
I1X, column (A), line 27 If 'Yes,' complete Schedule I, Parts | and Il 22 X
Did the organmization answer 'Yes' to Part VI, Section A, line 3, 4, or 5 about compensation of the organization's current
and former officers, directors, trustees, key employees, and highest compensated employees? /f 'Yes,' complete
23 X
24a Did the organization have a tax-exempt bond issue with an outstanding principal amount of more than $100,000 as of
the last day of the year, and that was 1ssued after December 31, 20027 /f 'Yes,' answer lines 24b through 24d and
complete Schedule K If ‘No,'go to line 25 24a X
b Did the organization invest any proceeds of tax-exempt bonds beyond a temporary perniod exception? 24b N/A
¢ Did the organization maintain an escrow account other than a refunding escrow at any time during the year to defease N/
any tax-exempt bonds? 24c A
d Did the organization act as an 'on behalf of' issuer for bonds outstanding at any time during the year? 24d| N/A
25 a Section 501(c)(3) and 501(cX4) organizations. Did the organization engage In an excess benefit transaction with a
disqualified person during the year? If 'Yes,' complete Schedule L, Part / 25a X
b Is the organization aware that it engaged 1n an excess benefit transaction with a disqualified person in a prior year, and
that the transaction has not been reported on any of the organization's prior Forms 990 or 990-E2Z? If 'Yes,' complete
Schedule L, Part | 25b X
26 Was a loan to or by a current or former officer, director, trustee, key emplogee, highly compensated employee, or
disqualified person outstanding as of the end of the organization's tax year? If 'Yes,' complete Schedule L, Part I 26 X

28a

X
28b X
28c| X
29 X
30 X
31 X
32 X
33 X
34 | X
35 X
36 X
37 X
38 | X

BAA

TEEA0I04 12/21/10

Form 990 (2010)



Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 5

{Part V | Statements Regarding Other IRS Filings and Tax Compliance

Check If Schedule O contains a response to any guestion in this Part V

Yes | No
1a Enter the number reported in Box 3 of Form 1096 Enter -0- if not applicable la 21
b Enter the number of Forms W-2G included in line 1a Enter -0- if not applicable 1b 0
c Did the organlza;tlon comply with backup withholding rules for reportable payments to vendors and reportable gaming
(gambling) winnings to prize winners? 1c|] N/A
2a Enter the number of employees reported on Form W-3, Transmittal of Wage and Tax State- :
ments, filed for the calendar year ending with or within the year covered by this return 2a 31 !
b If at least one 1s reported on line 2a, did the organization file all required federal employment tax returns? 2b| X
Note. If the sum of lines 1a and 2a 1s greater than 250, you may be required to e-file (see instructions) 1 |
3a Did the organization have unrelated business gross income of $1,000 or more during the year? 3a X
b If 'Yes' has it filed a Form 990-T for this year? If ‘No,' provide an explanation in Schedule O 3b] N/A
4a At any time during the calendar year, did the organization have an interest in, or a signature or other authority over, a
financia!l account In a foreign country (such as a bank account, securities account, or other financial account)? 4a X
b If 'Yes,' enter the name of the foreign country * X
See Instructions for filing requirements for Form TD F 90-22.1, Report of Foreign Bank and Financial Accounts ]
5a Was the organization a party to a prohibited tax shelter transaction at any time during the tax year? 5a X
b Did any taxable party notify the organization that it was or 1s a party to a prohibited tax shelter transaction? 5b] NAA
c If "Yes,' to line 5a or 5b, did the organization file Form 8886-T? 5¢| NAA
6a Does the organization have annual gross receipts that are normally greater than $100,000, and did the organization
solicit any contributions that were not tax deductible? 6a X
b If 'Yes,' did the orgamzahon include with every solicitation an express statement that such contributions or gifts were
not tax deductible 6b| N/JA
7 Organizations that may receive deductible contributions under section 170(c). |
a Did the organization receive a;)ayment in excess of $75 made partly as a contribution and partly for goods and - .
services provided to the payor 7a X
b If 'Yes,' did the organization notify the donor of the value of the goods or services provided? 7b] N/A
¢ Did the organization sell, exchange, or otherwise dispose of tangible personal property for which it was required to file
Form 82827 7c X
d If 'Yes," indicate the number of Forms 8282 filed during the year | 7d| N/A I S
e Did the organization receive any funds, directly or indirectly, to pay premiums on a personal benefit contract? 7e X
f Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contract? 7f X
g If the organization received a contribution of qualified intellectual property, did the organization file Form 8899
as required? 79/ N/JA
h If the organization received a contrnibution of cars, boats, airplanes, or other vehicles, did the organization file a
Form 1098-C? 7h NAA
8 Sponsoring organizations maintaining donor advised funds and section 509(a)3) supporting organizations.Did the ~ l
supporting organization, or a donor advised fund maintained by a sponsoring organization, have excess business
holdings at any time during the year? 8 NJA
9 Sponsoring organizations maintaining donor advised funds. o
a Did the organization make any taxable distributions under section 49662 9al] N/A
b Did the organization make a distribution to a donor, donor adwvisor, or related person? 9b] N/JA
10 Section 501(c)}7) organizations. Enter X
a Initiation fees and capntal contributions included on Part VIil, line 12 10a N/A ;
b Gross receipts, included on Form 990, Part VIII, line 12, for public use of club facilities 10b N/A ‘
11 Section 501(c)(12) organizations. Enter i
a Gross income from members or shareholders 11a N/A [
b Gross income from other sources (Do not net amounts due or paid to other sources
against amounts due or received from them ) 11b N/A i o
12a Section 4947(a)1) non-exempt charitable trusts. Is the organization filing Form 990 in fieu of Form 10417 12a NYA
b If "'Yes,' enter the amount of tax-exempt interest received or accrued during the year L12b| N/A
13 Section 501(c)(29) qualified nonprofit health insurance issuers.
a Is the organization licensed to i1ssue qualified health plans in more than one state? 13a Ny A
Note. See the instructions for additional information the organization must report on Schedule O ;
b Enter the amount of reserves the organization 1s required to maintain by the states in
which the organization is licensed to 1ssue qualified health plans 13b N/A
¢ Enter the amount of reserves on hand 13¢c N/A
14a Did the organization recetve any payments for indoor tanning services during the tax year? 14a X
b If 'Yes,' has it filed a Form 720 to report these payments? If ‘No,' provide an explanation in Schedule O 14b N/A

BAA TEEAQ105 11/3010

Form 990 (2010)



Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 6

[Part VI | Governance, Management and Disclosure For each 'Yes' response to lines 2 through 7b below, and for
a ‘No' response to line 8a, 8b, or 10b below, describe the circumstances, processes, or changes in
Schedule O. See instructions.

Check if Schedule O contatns a response to any question in this Part VI lﬂ
Section A. Governing Body and Management
’ ) Yes | No
1a Enter the number of voting members of the governing body at the end of the tax year 1a{5 ‘
b Enter the number of voting members included in line 1a, above, who are independent 1b|0 '
2 Dud any officer, director, trustee, or key empl Iéa ﬁ %fimlla relationship or a business relationship with any other - -
officer, director, trustee or key employee7 chedu 2| X
3 Did the organization delegate control over management duties customarily performed by or under the direct supervision
of officers, directors or trustees, or key employees to a management company or other person? 3 X
4 D the organization make any significant changes to its governing documents 4 X
since the prior Form 990 was filed?
5 Did the organization become aware during the year of a significant diversion of the organization's assets? 5 X
6 Does the organization have members or stockholders? 6 X
7 a Does the organization have members, stockhol!ders, or other persons who may elect one or more members of the
governing body? 7a X
b Are any decisions of the governing body subject to approval by members, stockholders, or other persons? 7b X
8 Did the organization contemporaneously document the meetings held or written actions undertaken during the year by :
the following- M i
a The governing body? 8al X
b Each committee with authority to act on behalf of the governing body? 8b| X

9 Is there any officer, director or trustee, or key employee listed in Part VII, Section A, who cannot be reached at the
organization's mailing address? If 'Yes,' provide the names and addresses in Schedule O 9 X

Section B. Policies (This Section B requests information about policies not required by the Internal Revenue Code.)

Yes | No
10a Does the organization have local chapters, branches, or affihates? 10a X
b If 'Yes,' does the organization have wnitten policies and procedures governing the activities of such chapters, affiliates, N
and branches to ensure their operations are consistent with those of the organization? 10b /A
11 a Has the organization provided a copy of this Form 990 to all members of its governing body before filing the form? 11a] X
b Describe in Schedule O the process, If any, used by the organization to review this Form 990
12a Does the organization have a written conflict of interest policy? If ‘No," go to line 13 12aj X
b Are officers, directors or trustees, and key employees required to disclose annually interests that could give rnise
to conflicts? 12b] X
¢ Does the organization regularly and consistently monitor and enforce compliance with the policy? If 'Yes,' describe in
Schedule O how this 1s done 12¢| X
13 Does the organization have a wntten whistleblower policy? 13 X
14 Does the organization have a wnitten document retention and destruction policy? 14 X
15 Duid the process for determining compensation of the following persons include a review and approval by independent ,
persons, comparability data, and contemporaneous substantiation of the deliberation and decision? I I
a The organization’s CEO, Executive Director, or top management official 15a| X
b Other officers of key employees of the organization 15b] X
If 'Yes' to ine 15a or 15b, describe the process in Schedule O (See instructions )
16a Did the orgamization invest n, contribute assets to, or participate in a joint venture or similar arrangement with a -
taxable entity during the year? 16a X

b If 'Yes,' has the organization adopted a written policy or procedure requiring the organization to evaluate its
participation in joint venture arrangements under applicable federal tax law, and taken steps to safeguard the N/A
organization's exempt status with respect to such arrangements? 16b

Section C. Disclosure
17 List the states with which a copy of this Form 990 1s required to be filed > NONE

18 Section 6104 requires an organization to make 1ts Forms 1023 (or 1024 if apphicable), 990, and 990-T (501(c)(3)s only) avallable for public
inspection Indicate how you make these available Check all that apply

D Own website D Another's website . Upon request

19 Describe in Schedule O whether (and if so, how) the organization makes its governing documents, conflict of interest policy, and financial
statements available to the public

20 State the name, physical address, and telephone number of the person who possesses the books and records of the organization
»J. Russell Beekman 1325 Airmotive Way, Suite 175 REnNo NV 89502 (775) 329-3111

BAA Form 990 (2010)

TEEA0106 12/21/10




Form 980 (2010) Research Development Foundation 88-0234325 Page 7

Part VI Compensation of Officers, Directors, Trustees, Key Employees, Highest Compensated
Employees, and Independent Contractors

Check if Schedule O contains a response to any question in this Part VII .

[

Section A. _ Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees

1a Complete this table for all persons required to be listed. Report compensation for the calendar year ending with or within the
organization's tax year.

o List all of the organization's current officers, directors, trustees (whether individuals or organizations), regardless of amount
of compensation. Enter -0- in columns (D), (E), and (F) if no compensation was paid.

® List all of the organization's current key employees, if any. See instructions for definition of "key employee.”

o List the organization's five current highest compensated employees (other than an officer, director, trustee, or key employee)
who received reportable compensation (Box 5 of Form W-2 and/or Box 7 of Form 10988-MISC) of more than $100,000 from the
organization and any related organizations.

e List all of the organization's former officers, key employees, and highest compensated employees who received more than
$100,000 of reportable compensation from the organization and any related organizations.

o List all of the organization's former directors or trustees that received, in the capacity as a former director or trustee of the
organization, more than $10,000 of reportable compensation from the organization and any related organizations.

List persons in the following order: individual trustees or directors; institutional trustees; officers; key employees; highest
compensated employees; and former such persons.

[:l Check this box if neither the organization nor any related organization compensated any current officer, director, or trustee.

(A) (8) () (D) (E) (F)
Name and Title Average Position (check all that apply) Reportable Reporiable Estimated
hours per i = F X compensation compensation amount of
week Q 2leg| from from related other
(describe Q. é 3 g a the organizations compensation
hours for -] 9 organization (W-2/1099-MISC) from the
related g 5| & g § g8 (W-2/1098-MISC) organization
organizations g § and related
in Schedule ﬁ' organizations
0) g %
(1), _ThomasJ.Brorby ______________._......_.
Trustee, Chairman . X 35,980 143,920 22,221
.{2). _RobertM. Wallace ____ ... ... ___.......
Trustee, President - X X 113,080 298,120 60,568
.8). Jarred W. Sloan ____ . ...
Trustee, V.P., Treasurer - X X 87,380 323,820 60,636
4. CW.Wellen________ ..
Trustee, Vice President ol X X 77,100 282,700 41,304
.{5)._Dudley R. Dobie, Jr._____________...._......
Trustee * X 35,980 143,920 1,017
.{6)._Andrew MacKenzie _____ .. ._....._.....
Vice President, Secretary i X 0 0 0
.{7)..John Russell Beekman __________.________.
V. Pres., Asst. Treasurer el X 0 85,860 33,908
.{8). _JoanS.Ounlap ______ ...
Assistant Secretary b X 0 128,500 45310

.............................................

Form 990 (2010)



Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 8
{ Part VIl | Section A. Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees (cont)
(A) (8) () (©) (E) Q)
Name and title Average | Position (check all that apply) Reportable Reportable Estimated
hours p———r— ol =e x| = | compensaton from compensation from amount of other
per weeR J| 2 | Q1 & B3] ¢ the orgamzation related orgamizations compensation
ﬁg:rcsf'?; 25l=(3 |5 B7| 3| w-2109-MSsC) (W-2/10399-MISC) from the
related S Sl 5|~ |3 B 2|8 organization
. FEEA ] T loa and related
2atons | 5| 2 3 organizations
Sch O) o § E
s
a8 ]
qas ]
@ _ ]
1
@ ]
@ _ ]
e ]
@ _ ]
e ]
en ]
@ ]
@ _ ]
1b Sub-total >
¢ Total from continuation sheets to Part VI, Section A >
d Total (add lines 1b and 1c) >

2 Total number of individuals (including but not limited to those listed above) who received more than $100,000 in reportable compensation

from the organization >

3 Dud the organization list any former officer, director or trustee, key employee, or highest compensated employee

on line 1a? If 'Yes,' complete Schedule J for such individual

4 For any individual listed on line 1a, 1s the sum of reportable compensation and other compensation from
the orgamization and related organizations greater than $150,000? /f 'Yes' complete Schedule J for

such individual

5 Did any person listed on line 1a receive or accrue compensation from any unrelated organization or individual
for services rendered to the organization? If ‘Yes,' complete Schedule J for such person

Yes | No ‘
3 X
- o |
4 | X
5 X

Section B. Independent Contractors

1 Complete this table for your five highest compensated independent contractors that received more than $100,000 of

compensation from the organization

(A) (B)
Name and business address Description of services Compensation
Clayton Biotechnologies One Riverway,Suite 1520,Houston TX 77056 |Consulting 1,472,001.
Fulbright & Jaworski, L. 1301 McKinney St., Houston, TX 77010 [Legal service-medical patent 1,447,547.
Brorby, Crozier & Dobie 111 Congress Ave ,Suite 2250 Austin TX 78701 [Legal-general counsel 693, 025.

2 Total number of independent contractors (including but not imited to those listed above) who received more than

$100,000 in compensation from the organization » 3

BAA TEEAO108 12/21/10

Form 990 (2010)



Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 9
{Part VIil| Statement of Revenue
j (B) © (D)
: Total revenue Related or Unrelated Revenue
. exempt business excluded from tax
i function revenue under sections
' revenue 512, 513, or 514
® ,| 1a Federated campaign$ 1a
22| b Membership dues 1b '
;"’.% ¢ Fundraising events 1¢
Lx| d Related organizations 1d| 4,025,000.
a3 .
‘2‘ g e Government grants (contributions) le |
gg f All other contributions, gifts, grants, and !
E 3 similar amounts not included above 1f
2| g Noncash contributions included in Ins 1a-1f o |
8< h Total. Add hines 1a-1f 4,025,000. '
w Business Code i o L o 1
E 2a Patent royalty income _ [900099 890,912. 890,912.
[ b
g c __________________
A
W] e e e e e ——— -
-
g f All other program service revenue
€ | g Total. Add lines 2a-2f 890,912. f
3 Investment income (including dividends, interest and
other similar amounts) 237,807. 237,807.
4 Income from investment of tax-exempt bond proceeds
5 Royalties
(1) Real (1) Personal !
6a Gross Rents
b Less rental expenses
¢ Rental income or (loss) _ R B !
d Net rental income or (loss)
7 a Gross amount from sales of () Securites (1) Other
assets other than inventory 142, 058. .
b Less cost or other basis }
and sales expenses 75,318. )
¢ Gamn or (loss) 66,740. . S ) | o
d Net gain or (loss) 66,740. 66,740.
w | 8a Gross income from fundraising events .
2 (not including $
E of contributions reported on line 1c)
o See Part IV, line 18 a ,
:i_J b Less direct expenses b o B .
e ¢ Net income or (loss) from fundraising events
9a Gross income from gaming activities
See Part IV, line 19 a
b Less direct expenses b B B o .
¢ Net income or (loss) from gaming activities
10a Gross sales of inventory, less returns '
and allowances a ‘
b Less' cost of goods sold b ~ _
¢ Net income or (loss) from sales of inventory
Miscellaneous Revenue Business Code - ‘
Ma_ __
-
c_ _
d All other revenue
e Total. Add lines 11a-11d f
12 Total revenue. See instructions 5,220,459. 1,195,459.
BAA TEEA0109 10111110 Form 990 (2010)




Form 990 (2010)

RESEARCH DEVELOPMENT FOUNDATION

88-0234325

Page 10

[Part IX | Statement of Functional Expenses

Section 501(c)(3) and 501(c)(4) organizations must complete all columns

All other organizations must complete column (A) but are not required to complete columns (B), (C), and (D)

Do
6b,

not include amounts reported on lines
7b, 8b, 9b, and 10b of Part Vil

(A)
Total expenses

®)
Program service
expenses

Management and
general expenses

(D)
Fundraising
expenses

1

10
n

12
13
14
15
16
17
18

19
20

RERY

25

Grants and other assistance to governments
and organizations in the U S See Part IV,
line 21

Grants and other assistance to individuals in
the US See Part IV, line 22

Grants and other assistance to governments,
organizations, and individuals outside the
US See Part IV, lines 15 and 16

Benefits paid to or for members

Compensation of current officers, directors,
trustees, and key employees

Compensation not included above, to
disqualified persons (as defined under
section 4958(f)(1)) and persons described
In section 4958(c)(3)(B)

Other salaries and wages

Pension plan contributions (include
section 401 (k) and section 403(b)
employer contributions)

Other employee benefits
Payroll taxes
Fees for services (non-employees)
a Management
b Legal
¢ Accounting
d Lobbying
e Professional fundraising services See Part IV, line 17
f Investment management fees
g Other
Advertising and promotion
Office expenses
Information technology
Royalties
Occupancy
Travel

Payments of travel or entertainment
expenses for any federal, state, or local
public officials

Conferences, conventions, and meetings
Interest

Payments to affiliates

Depreciation, depletion, and amortization

Insurance

Other expenses. Itemize expenses not
covered above (List miscellaneous expenses
in hne 24f If ine 24f amount exceeds 10%
of line 25, column (A) amount, list ine 24f
expenses on Schedule O)

a Patent Fees-Medical Patents

f All other expenses
Total functional expenses. Add lines 1 through 24f

374,963.

281,222.

93,741.

737,540.

484,650.

252,890.

12,976.

9,732.

3,244.

150,367.

8,417.

141,950.

12,320.

12,320.

4,404.

4,404.

1,480,413.

1,471,998.

8,414.

492.

492.

12,000.

12,000.

22,513.

11,257,

11,256.

96,618.

96,618.

1,080,016.

1,080,016.

2,469.

2,469.

3,987,091.

3,347,293.

639,798.

26

Joint costs. Check here > D if following
SOP 98-2 (ASC 958-720). Complete this line
only if the organization reported in column
(B) joint costs from a combined educational
campaign and fundraising solicitation

BAA

TEEA0110

1212110

Form 990 (2010)



Form 990 (2010) RESEARCH DEVELOPMENT FQUNDATION 88-0234325 Page 11
[Part X | Balance Sheet
(A) B
Beginning of year End of year
1 Cash — non-interest-bearing 13,790.] 1 17,217.
2 Savings and temporary cash investments 184,169.] 2 79,831.
3 Pledges and grants receivable, net 3
4 Accounts receivable, net 856,961.| 4 380,682.
5 Receivables from current and former officers, directors, trustees, key employees, -
and highest compensated employees Complete Part Il of Schedule L 5
6 Receivables from other disqualified persons (as defined under section 4958(f)(1)),
persons described in section 4958(c)(3)(B), and contributing employers and
sponsoring organizations of section 501(c)(9) voluntary employees' beneficiary
A organizations (see Instructions) 6
g 7 Notes and loans receivable, net 33,756.] 7 183,165.
$ 8 Inventories for sale or use 8
s | 9 Prepaid expenses and deferred charges 89,939.1 9 74,619.
10a Land, buildings, and equipment cost or other basis
Complete Part Vi of Schedule D 10a . o
b Less accumulated depreciation 10b 10c
11 Investments — publicly traded securities 7,447,935.| 1 7,101,575.
12 Investments — other secunities See Part IV, line 11 12
13 Investments — program-related See Part IV, line 11 13
14 Intangible assets 14
15 Other assets See Part IV, line 11 6,760,242.]115 6,010,661.
16 Total assets Add lines 1 through 15 (must equal line 34) 15,386,792.] 16 13,847,750.
17 Accounts payable and accrued expenses 1,441,582.[17 609, 736.
18 Grants payable 18
19 Deferred revenue 19
% 20 Tax-exempt bond habilities 20
Q 21 Escrow or custodial account hability Complete Part IV of Schedule D 21
':- 22 Payables to current and former officers, directors, trustees, key employees,
T highest compensated employees, and disqualified persons Complete Part l| —-
I!: of Schedule L 22
s | 23 Secured mortgages and notes payable to unrelated third parties 23
24 Unsecured notes and loans payable to unrelated third parties 24
25 Other habilities Complete Part X of Schedule D 0.]125
26 Total liabilities. Add lines 17 through 25 1,441,582.[ 26 609,736.
E Organizations that follow SFAS 117, check here > and complete lines !
T 27 through 29 and lines 33 and 34. - |
§ 27 Unrestricted net assets 3,127,871.| 27 2,420,675.
£ 28 Temporarily restricted net assets 28
5129 Permanently restricted net assets 10,817,339.]| 29 10,817,339.
] Organizations that do not follow SFAS 117, check here > E] and complete !
i lines 30 through 34. ‘;
B30 Capital stock or trust principal, or current funds 30
g 31 Paid-in or capital surplus, or land, building, or equipment fund 31
Y| 32 Retaned earnings, endowment, accumulated income, or other funds 32
g 33 Total net assets or fund balances 13,945,210.| 33 13,238,014.
S | 34 Total habilities and net assets/fund balances 15,386,792.| 34 13,847,750.
BAA Form 990 (2010)
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Form 990 (2010) RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 12
|Part Xl | Reconciliation of Net Assets

Check If Schedule O contains a response to any question in this Part XI Iﬂ
1 Total revenue (must equal Part VIII, column (A), line 12) 1 5,220,459.
2 Total expenses (must equal Part IX, column (A), line 25) 2 3,987,091.
3 Revenue less expenses Subtract line 2 from line 1 3 1,233,368.
4 Net assets or fund balances at beginning of year (must equal Part X, line 33, column (A)) 4 13,945,210.
5 Other changes In net assets or fund balances (explain in Schedule O) 5 -1,940,564.
6 Net assets or fund balances at end of year Combine lines 3, 4, and 5 (must equal Part X, line 33,
column (B)) 6 13,238,014.
[Part XIl | Financial Statements and Reporting
Check if Schedule O contains a response to any question in this Part XII I_]
Yes | No
1 Accounting method used to prepare the Form 990 D Cash Accrual I:] Other
If the organization changed its method of accounting from a prior year or checked 'Other,’ explain :
in Schedule O I
2a Were the organization’s financial statements compiled or reviewed by an independent accountant? 2a X
b Were the organization's financial statements audited by an independent accountant? 2b] X
c If 'Yes' to line 2a or 2b, does the organization have a committee that assumes responsibility for oversight of the audit,
review, or compilation of its financial statements and selection of an independent accountant? 2c| X
If the organization changed either its oversight process or selection process during the tax year, explain !
in Schedule O
d If 'Yes' to line 2a or 2b, check a box below to indicate whether the financial statements for the year were i1ssued on a !
separate basis, consolidated basis, or both* i
Separate basis l:] Consolidated basis D Both consolidated and separate basis N
3a As a result of a federal award, was the organization required to undergo an audit or audits as set forth in the Single
Audit Act and OMB Circular A-133? 3a X
b If 'Yes,' did the organization undergo the required audit or audits? If the organization did not undergo the required audit N/A
or audits, explain why in Schedule O and describe any steps taken to undergo such audits 3b
BAA Form 990 (2010)
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SCHEDULE A

(Form 990 or 890-E2) Public Charity Status and Public

Complete if the organization is a section 501(c)X3) organization or a section

4947(a)X1) nonexempt charitable trust.

Department of the Treasury
Internal Revenue Service

Support

*> Attach to Form 990 or Form 990-EZ. > See separate instructions.

OMB No 1545-0047

2010

Open to Public
Inspection

|
i
'

Name of the organization

RESEARCH DEVELOPMENT FOUNDATION

88-0234325

Employer identification number

{Part| |Reason for Public Charity Status (All organizations must complete this part.) See instructions.

The organization 1s not a private foundation because 1t 1s (For lines 1 through 11, check only one box )

1 A church, convention of churches or association of churches described in section 170(b)1XAXi).
2 A school described in section 170(b)}1)XAXii). (Attach Schedule E )

3 A hospital or a cooperative hospital service organization described in section 170(b)(1)(AXiii).

4

name, city, and state

A medical research organization operated in conjunction with a hospital described in section 170(b)1XAXiii) Enter the hospital's

5 D An organization operated for the benefit of a college or university owned or operated by a governmental unit described insection

170(bXIXAXiIv). (Complete Part II)

6 E A federal, state, or local government or governmental unit described i section 170(b)(1 XAXV).

7 An organization that normally receives a substantial part of its support from a governmental unit or from the general public described
in section 170(bX1XAXvi). (Complete Part Il )

8 A community trust described in section 170(b)}1XAXvi). (Complete Part 11 )

9 D An organization that normally receives (1) more than 33-1/3% of its support from contributions, membership fees, and gross receipts

from activities related to its exempt functions — subject to certain exceptions, and (2) no more than 33-1/3% of its support from gross
investment income and unrelated business taxable income (less section 511 tax) from businesses acquired by the organization after

June 30, 1975 See section 509(a)2). (Complete Part Iil )

10 . An organization organized and operated exclusively to test for public safety See section 509(a)4).

n An organization organized and operated exclusively for the benefit of, to perform the functions of, or carry out the purposes of one or
more publicly supported organizations described in section 509(a)(1) or section 509(a)(2) See section 509(a)3). Check the box that

describes the type of supporting organization and complete lines 11e through 11h

a DType | b Type il

section 509(a)(2)

f If the organization received a written determination from the IRS that 1s a Type |, Type Il or Type lll supporting organization,

check this box

c D Type Il — Functionally integrated

d[ ] Typelll - Other

e |:| By checking this box, | certify that the organization 1s not controlled directly or indirectly by one or more disqualified persons
other than foundation managers and other than one or more publicly supported organizations described in section 509(a)(1) or

g Since August 17, 2006, has the organization accepted any gift or contribution from any of the following persons?

(i) A person who directly or indirectly controls, either alone or together with persons described in (1) and (1)

below, the governing body of the supported organization?
(i) A family member of a person described in (1) above?
(iii) A 35% controlled entity of a person described in (1) or (1) above?
h Provide the following information about the supported organization(s)

Yes | No
1149 (i) X
11 g (i) X
11 g (i) X

(1) Name of supported () EIN (i) Type of organization (v) Is the (v) Drd you notify (vi) Is the (vi) Amount of support
organization (described on lines 1-9 organization in the organization in organization in
above or IRC section column (1) hsted in column (i) of column (1)
(see Iinstructions)) your governing your support? organized in the
document? Us?
Yes No Yes No Yes No
Clayton Foundation

(A) for Research 74-1541767 4 X X X 3,347,293.
(8)
©)
(%)
€
Total 3,347,293

BAA For Paperwork Reduction Act Notice, see the Instructions for Form 990 or 990-EZ.

TEEAQ401  12/23/10
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Schedule A (Form 990 or 990-EZ) 2010 RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 2
[Part Il |Support Schedule for Organizations Described in Sections 170(b)(1)XAXiv) and 170(b)(1)}AXvi)

(Complete only if you checked the box on line 5, 7, or 8 of Part | or If the organization failed to qualify under Part Ill If the N/A
organization fails to qualify under the tests listed below, please complete Part Il )

Section A. Public Support

o ar for fiscal year . (a) 2006 (b) 2007 (c) 2008 (d) 2009 (e) 2010 () Total
1 Gifts, grants, contnibutions, and
membership fees received SDo

not include 'unusual grants ’

2 Tax revenues levied for the .
organization's benefit and
either paid to 1t or expended
on its behalf

3 The value of services or
facilities furnished by a
governmental unit to the
organization without charge

4 Total. Add lines 1 through 3

5 The portion of total
contributions by each person
(other than a governmental
unit or publicly supported
organization) included on line 1
that exceeds 2% of the amount
shown on line 11, column (f)

6 Public support. Subtract line 5
from line 4

Section B. Total Support

Sg;:g?; gyfng'ﬁw fiscal year (a) 2006 (b) 2007 (c) 2008 (d) 2009 (e) 2010 () Total

7 Amounts from line 4

8 Gross income from interest,
dividends, payments received
on securities loans, rents,
royalties and income from
similar sources

9 Net income from unrelated
business activities, whether or
not the business 1s regularly
carried on

10 Other income Do not include
gain or loss from the sale of
capital assets (Explain in

Part IV)
11 Total support. Add lines 7
through 1
12 Gross receipts from related activities, etc (see instructions) | 12
13 First five years. If the Form 990 s for the organization’s first, second, third, fourth, or fifth tax year as a section 501(c)(3)
organization, check this box and stop here > [_|
Section C. Computation of Public Support Percentage
14 Public support percentage for 2010 (line 6, column (f) divided by line 11, column (f)) 14 %
15 Public support percentage from 2009 Schedule A, Part Il, line 14 15 %

16a 33-1/3% support test — 2010. If the organization did not check the box on hne 13, and the line 14 1s 33-1/3% or more, check this box
and stop here. The organization qualifies as a publicly supported organization > E]
b 33-1/3% support test — 2009. If the organization did not check a box on line 13 or 16a, and line 15 1s 33-1/3% or more, check this box
and stop here. The organization qualifies as a publicly supported organization . > D

17 a 10%-facts-and-circumstances test — 2010. If the orgamization did not check a box on line 13, 16a, or 16b, and line 14 1s 10%
or more, and If the organization meets the 'facts-and-circumstances' test, check this box and stop here. Explain in Part IV how
the orgamzation meets the ‘facts-and-circumstances’ test The organization qualifies as a publicly supported organization > [:I

b 10%-facts-and-circumstances test — 2009. If the organization did not check a box on line 13, 16a, 16b, or 17a, and line 15 I1s 10%
or more, and If the organization meets the ‘facts-and-circumstances' test, check this box and stop here. Explain in Part |V how the

organization meets the 'facts-and-circumstances' test The organization qualifies as a publicly supported organization >
18 Private foundation. If the organization did not check a box on line 13, 16a, 16b, 17a, or 17b, check this box and see instructions > |
BAA Schedule A (Form 990 or 990-E2) 2010
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Schedule A (Form 990 or 990-E7) 2010 RESEARCH DEVELOPMENT FOUNDATION

88-0234325

Page 3

[Part lil_|Support Schedule for Organizations Described in Section 509(a)2)
(Complete only If you checked the box on line 9 of Part | or if the organization failed to qualify under Part Il If the organization fails
N/A

to qualify under the tests histed below, please complete Part Il )

Section A. Public Support

Calendar year (or fiscal yr beginning in) > (a) 2006

(b) 2007

(c) 2008

(d) 2009

(e) 2010

(f) Total

1 Gifts, grants, contribution’s
and membership fees
received (Do not include
any 'unusual grants ")

2 Gross receipts from admis-
sions, merchandise sold or
services performed, or facihities
furmnished in any activity that 1s
related to the organization's
tax-exempt purpose

3 Gross recepts from activities
that are not an unrelated trade
or business under section 513

4 Tax revenues levied for the
organization's benefit and
either paid to or expended on
its behalf

5 The value of services or
facihties furnished by a
governmental unit to the
organization without charge

6 Total. Add lines 1 through 5

7 a Amounts included on Iines 1,
2, and 3 received from
disqualified persons

b Amounts included on lines 2
and 3 received from other than
disqualified persons that
exceed the greater of $5,000 or
1% of the amount on line 13
for the year

¢ Add hines 7a and 7b

8 Public support (Subtract line
7c from line 6)

Section B. Total Support

Calendar year (or fiscal yr beginning in) » (a) 2006

(b) 2007

(c) 2008

(d) 2009

(e) 2010

(f) Total

9 Amounts from line 6

10a Gross income from interest,
dividends, payments received
on securities loans, rents,
royalties and income from
similar sources

b Unrelated business taxable
income (less section 511
taxes) from businesses
acquired after June 30, 1975

c Add lines 10a and 10b

11 Net income from unrelated business
activities not included in line 10b,
whether or not the business 1s
regularly carned on

12 Other income Do not include
gain or loss from the sale of
capital assets (Explain in
Part IV)

13 Total support. (addIns 9, 10c, 11, and i2)

14 First five years. If the Form 990 1s for the or

organization, check this box and stop here

ganization’s first, second, third, fourth, or fifth tax year as a section 501(c)(3)

Section C. Computation of Public Support Percentage

15 Public support percentage for 2010 (line 8, column (f) divided by line 13, column () 15 %

16 Public support percentage from 2009 Schedule A, Part Iil, line 15 16 %
Section D. Computation of Investment Income Percentage

17 Investment income percentage for 2010 (Iine 10c, column (f) divided by line 13, column (f)) 17 %

18 Investment income percentage from 2009 Schedule A, Part Ill, ine 17 18 %

19a 33-1/3% support tests — 2010. If the organization did not check the box on line 14, and line 15 1s more than 33-1/3%, and line 17
1s not more than 33-1/3%, check this box and stop here. The organization qualifies as a publicly supported organization

b 33-1/3% support tests — 2009. If the organization did not check a box on line 14 or line 19a, and line 16 Is more than 33-1/3%, and

line 18 1s not more than 33-1/3%, check this box and stop here. The organization qualifies as a publicly supported organization

20 Private foundation. If the organization did not check a box on line 14, 19a, or 19b, check this box and see instructions

BAA

TEEA0403

12/29/10

Schedule A (Form 930 or 990-EZ) 2010



Schedule A (Form 990 or 990-EZ) 2010 RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 4

iRamilVAE Supplemental Information. Complete this part to provide the explanations required by Part II, ine 10;
Part I, line 17a or 17b; and Part I, ine 12. Also complete this part for any additional information.
(See instructions).

BAA Schedule A (Form 990 or 990-E2) 2010
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SCHEDULE D OMB No 1545-0047
(Form 990) Supplemental Financial Statements 2010
» Complete if the organization answered 'Yes,' to Form 990, -
Deornen of e Teosry ~ Attach to Form 390, - See separsts maructions. Inopection -
Name of the organization Employer identification number
RESEARCH DEVELOPMENT FOUNDATION 88-0234325
[Part1 |Organizations Maintaining Donor Advised Funds or Other Similar Funds or Accounts. Complete if
the orgamization answered 'Yes' to Form 990, Part IV, line 6. N/A
(a) Donor advised funds (b) Funds and other accounts
1 Total number at end of year
2 Aggregate contributions to (during year)
3 Aggregate grants from (during year)
4 Aggregate value at end of year
5 Did the organization inform all donors and donor advisors In writing that the assets held in donor advised

funds are the orgamization's property, subject to the organization's exclusive legal control? D Yes D No

6 Did the organization inform all grantees, donors, and donor advisors in writing that grant funds can be
used only for charitable purposes and not for the benefit of the donor or donor advisor, or for any other
purpose conferring impermussible private benefit? D Yes |:| No

[Part Il [Conservation Easements. Complete if the organization answered 'Yes' to Form 990, Part [V, ine 7. n/a
1 Purpose(s) of conservation easements held by the organization (check all that apply)
Preservation of land for public use (e g, recreation or education) Preservation of an historically important land area
Protection of natural habitat Preservation of a certified historic structure
Preservation of open space

2 Complete lines 2a through 2d if the organization held a qualified conservation contribution in the form of a conservation easement on the
last day of the tax year

Held at the End of the Tax Year

a Total number of conservation easements 2a
b Total acreage restricted by conservation easements 2b
¢ Number of conservation easements on a certified historic structure included 1n (a) 2c
d Number of conservation easements included in (c) acquired after 8/17/06, and not on a historic
structure hsted in the National Register 2d
3 Number of conservation easements modified, transferred, released, extinguished, or terminated by the organization during the
tax year »

Number of states where property subject to conservation easement i1s located »

5 Does the organization have a written policy regarding the periodic monitoring, inspection, handling of violations,
and enforcement of the conservation easements 1t holds? D Yes |:| No

6 Staff and volunteer hours devoted to monitoring, inspecting, and enforcing conservation easements during the year
»

7 Amount of expenses incurred in monitoring, inspecting, and enforcing conservation easements during the year
-$
8 Does each conservation easement reported on line 2(d) above satisfy the requirements of section
170(h)(@)(B)(1) and section 170(h)(4)(B)(11)? E] Yes |:| No

9 In Part XIV, describe how the organization reports conservation easements In its revenue and expense statement, and balance sheet, and
include, 1f applicable, the text of the footnote to the organization's financial statements that describes the organization's accounting for
conservation easements

| Part lll | Organizations Maintaining Collections of Art, Historical Treasures, or Other Similar Assets.
Complete if the organization answered 'Yes' to Form 990, Part IV, line 8. N/A

1a If the organization elected, as permitted under SFAS 116 (ASC 958), not to report In its revenue statement and balance sheet works of
art, historical treasures, or other similar assets held for public exhibition, education, or research in furtherance of public service, provide,
in Part XV, the text of the footnote to its financial statements that describes these items

b if the organization elected, as permitted under SFAS 116 (ASC 958), to report in its revenue statement and balance sheet works of art,
historical treasures, or other similar assets held for public exhibition, education, or research in furtherance of public service, provide the
following amounts relating to these items

(i) Revenues included in Form 990, Part VIll, line 1 -3
(ii) Assets included in Form 990, Part X L)

2 If the organization received or held works of art, historical treasures, or other similar assets for financial gain, provide the following
amounts required to be reported under SFAS 116 (ASC 958) relating to these items

a Revenues included in Form 990, Part VIII, line 1 S
b Assets included in Form 990, Part X S
BAA For Paperwork Reduction Act Notice, see the Instructions for Form 990. TEEA3301 11/15/10 Schedule D (Form 990) 2010




Schedule D (Form 990) 2010 RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 2
{Part lif | Organizations Maintaining Collections of Art, Historical Treasures, or Other Similar Assets (continued)

3 Using the organization's acquisition, accession, and other records, check any of the following that are a significant use of its collection
items (check all that apply)

a Public exhibition d H Loan or exchange programs
b Scholarly research e Other
c Preservation’ for future generations

4 Provide a description of the organization’s collections and explain how they further the organization's exempt purpose In

Part XIV
5 During the year, did the organization solicit or receive donations of art, historical treasures, or other similar
assets to be sold to raise funds rather than to be maintained as part of the organization's collection? |—| Yes |_| No
{Part IV |Escrow and Custodial Arrangements. Complete if organization answered 'Yes' to Form 990, Part IV, line
9, or reported an amount on Form 990, Part X, line 21. N/A

1a Is the organization an agent, trustee, custodian, or other intermediary for contributions or other assets not
included on Form 990, Part X? D Yes EI No

b If 'Yes,' explain the arrangement in Part XIV and complete the following table

Amount
¢ Beginning balance 1c
d Additions during the year id
e Distributions during the year le
f Ending balance 1f
2a Did the organization include an amount on Form 990, Part X, line 21? l:] Yes I:] No

b If 'Yes,' explain the arrangement in Part XIV
[Part V [ Endowment Funds. Complete if the organization answered 'Yes' to Form 990, Part IV, line 10.

(a) Current year (b) Prior year (c) Two years back (d) Three years back (e) Four years back
1a Beginning of year balance 10,817,339. 10,817,339. 10,817,339. ,
b Contributions '
¢ Net investment earnings, gains, .
and losses !
d Grants or scholarships !
e Other expenditures for facilities ,
and programs '
f Administrative expenses
g End of year balance 10,817,339. 10,817,339, 10,817,339.
2 Provide the estimated percentage of the year end balance held as:
a Board designated or quasi-endowment » 0.00%
b Permanent endowment » 100.00%
c Term endowment » 0.00%
3a Are there endowment funds not in the possession of the organization that are held and administered for the
organization by Yes No
(i) unrelated organizations 3a(i) X
(ii) related organizations 3a(ii) X
b If 'Yes' to 3a(u), are the related organizations listed as required on Schedule R? 3b N/A
4 Descrnibe in Part XIV the intended uses of the organization's endowment funds
[Part VI [Land, Buildings, and Equipment. See Form 990, Part X, line 10. N/A
Description of investment (a) Cost or other basis (b) Cost or other (¢) Accumulated (d) Book value
(Investment) basis (other) depreciation
laland
b Buildings
¢ Leasehold improvements
d Equipment
e Other
Total. Add lines 1a through le (Column (d) must equal Form 990, Part X, column (B), Iine 10(c) ) >
BAA Schedule D (Form 990) 2010

TEEA3302 12/20/10



Schedule D (Form 990) 2010 RESEARCH DEVELOPMENT FOUNDATION

88-0234325 Page 3

[Part VIl | Investments—Other Securities. See Form 990, Part X, line 12.

N/7A

(a) Description of secunty or category
(including name of security)

(b) Book value

(¢) Method of valuation
Cost or end-of-year market value

(1) Financial derivatives

(2) Closely-held equity interests
(3) Other '

?otal. (Column (b) must equal Form 990 Part X, column (B) line 12 ) >

| Part VIl | Investments—Program Related. (See

Form 990, Part X,

line 13)

N/A

(a) Description of investment type

(b) Book value

(¢) Method of valuation
Cost or end-of-year market value

)

@

3

Q)

®)

®

)

@®

()]

(19

Total (Column (b) must equal Form 990, Part X, column (B) line 13) ™

|Part IX |Other Assets. (See Form 990, Part X,

ine 15)

(a) De

scription

(b) Book value

(1) Medical Patent costs{(net of accumulated amortization $2,609,912) 6,010,661,

&)

3

@

®

(O]

)

)

&)

(Y

Total. (Column (b) must equal Form 990, Part X, column(B), line 15)

> 6,010,661.

[Part X |Other Liabilities. (See Form 990, Part

X, hne 25)

(a) Description of hability

(b) Amount

(1) Federal income taxes

@

©)]

@

(O]

®)

@)

@

®

(10)

(n

Total. (Column (b) must equal Form 990, Part X, column (B) line 25)

>

0.

2. FIN 48 (ASC 740) Footnote In Part XIV, provide the text of the footnote to the organization’s financial statements that reports the
organization's hability for uncertain tax positions under FIN 48 (ASC 740)

BAA

TEEA3303 12/20N0

Schedule D (Form 990) 2010



Schedule D (Form 990) 2010 RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 4
[Part X |Reconciliation of Change in Net Assets from Form 990 to Audited Financial Statements
1 Total revenue (Form 390, Part Vill,column (A), ine 12) 5,220,459.
2 Total expenses (Form 990, Part IX, column (A), line 25) 3,987,091.
3 Excess or (deficit) for the year Subtract line 2 from line 1 1,233,368.
4 Net unrealized gains (Ios§es) on Investments -1,190,986.
5 Donated services and use of facilities
6 Investment expenses
7 Prior period adjustments
8 Other (Describe in Part XIV) -749,578.
9 Total adjustments (net) Add lines 4 through 8 -1,940,564.
10 Excess or (deficit) for the year per audited financial statements Combine lines 3 and 9 -707,196.
[Part XlI | Reconciliation of Revenue per Audited Financial Statements With Revenue per Return
1 Total revenue, gains, and other support per audited financial statements 1 4,025,069.
2 Amounts included on hne 1 but not on Form 990, Part VIII, hne 12
a Net unrealized gains on investments 2a -1,190,986.
b Donated services and use of facilities 2b
¢ Recovenes of prior year grants 2c
d Other (Describe in Part XIV) 2d
e Add lines 2a through 2d 2e -1,190,986.
3 Subtract line 2e from line 1 3 5,216,055.
4 Amounts included on Form 990, Part VIII, line 12, but not on line1-
a Investments expenses not included on Form 990, Part VIII, ine 7b 4a 4,404.
b Other (Describe in Part XIV ) 4b
¢ Add lines 4a and 4b 4c 4,404 .
5 Total revenue Add hnes 3 and 4c¢. (This must equal Form 990, Part |, line 12) 5 5,220,459.
[Part XIll | Reconciliation of Expenses per Audited Financial Statements With Expenses per Return
1 Total expenses and losses per audited financial statements 1 4,732,265.
2 Amounts included on line 1 but not on Form 990, Part I1X, line 25
a Donated services and use of facilities 2a
b Prior year adjustments 2b
c Other losses 2c
d Other (Descrbe in Part XIV ) 2d )
e Add lines 2a through 2d 2e
3 Subtract line 2e from line 1 3 4,732,265.
4 Amounts included on Form 990, Part IX, line 25, but not on linet:
a Investments expenses not included on Form 990, Part VIII, line 7b 4a 4,404 .
b Other (Describe in Part XIV) 4b -749,578.
¢ Add lines 4a and 4b 4c -745,174.
5 Total expenses Add lines 3 and 4c. (This must equal Form 990, Part |, line 18 ) 5 3,987,091.

[Part XIV_| Supplemental Information

Complete this part to provide the descriptions required for Part 11, lines 3, 5, and 9; Part lll, lines 1a and 4, Part |V, lines 1b and 2b;
Part V, line 4, Part X, ine 2; Part XI, line 8, Part XlI, lines 2d and 4b, and Part XIII, lines 2d and 4b Also complete this part to provide

any additional information

Pt XI Line 8

date of the donor-restricted endowment funds. As a result

BAA TEEA3304 02111111

Schedule D (Form 990) 2010
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{Part XIV | Supplemental Information (continued)

BAA TEEA3305 07/16/10 Schedute D (Form 990) 2010



SCHEDULE J Compensation Information
(Form 990) For certain Officers, Directors, Trustees, Key Employees, and Highest
Compensated Employees
> Complete if the organization answered 'Yes' to Form 990, Part IV, line 23.
Department of the Treasury > Attach to Form 990. ™ See separate instructions.

OMB No 1545-0047

2010

Open to Public
Inspection

Name of the organization

RESEAR

CH DEVELOPMENT FOUNDATION

Employer identification number

88-0234325

{Parti

Questions Regarding Compensation

1a Check the appropriate box(es) If the organization provided any of the following to or for a person listed in Form 990, Part
VIl, Section A, line 1a Complete Part Il to provide any relevant information regarding these items

First-class or charter travel Housing allowance or residence for personal use
Travel for companions Payments for business use of personal residence

|| Tax indemnification and gross-up payments Health or social club dues or initiation fees

. Discretionary spending account Personal services (e g , maid, chauffeur, chef)

b If any of the boxes on line 1a are checked, did the organization follow a wnitten policy regarding payment or
reimbursement or provision of all of the expenses descrnbed above? If 'No,' complete Part Il to explain

2 Dud the organization require substantiation prior to reimbursing or allowing expenses incurred by all officers, directors,
trustees, and the CEO/Executive Director, regarding the items checked in line 1a?

3 Indicate which, if any, of the following the organization uses to establish the compensation of the organization's
CEO/Executive Director Check all that apply

X | Wnitten employment contract
Compensation survey or study
Approval by the board or compensation committee

Compensation committee
Independent compensation consultant
Form 990 of other organizations

4 During the year, did any person listed in Form 990, Part VI, Section A, line 1a with respect to the filing organization
or a related organization

a Recelve a severance payment or change-of-control payment from the organization or a related organization?
b Participate n, or receive payment from, a supplemental nonqualified retirement plan?
c Participate n, or receive payment from, an equity-based compensation arrangement?

If 'Yes' to any of lines 4a-c, list the persons and provide the applicable amounts for each item in Part 11|

Only section 501(cX3) and 501(c)4) organizations must complete lines 5-9.
5 For persons listed in Form 990, Part VII, Section A, line 1a, did the organization pay or accrue any compensation
contingent on the revenues of
a The organization?
b Any related organization?
if 'Yes' to line 5a or 5b, describe In Part Ill
6 For persons listed in Form 990, Part VI, Section A, line 1a, did the organization pay or accrue any compensation
contingent on the net earnings of
a The organization?
b Any related organization?
If 'Yes' to line 6a or 6b, descnbe in Part Il

7 For persons listed in Form 990, Part VII, Section A, line 1a, did the organization provide any non-fixed payments not
descnbed in lines 5 and 62 If 'Yes,' descrnbe in Part Ill

8 Were any amounts reported in Form 990, Part VIi, paid or accrued pursuant to a contract that was subject to the imitial
contract exception described in Regulations section 53.4958-4(a)(3)? If 'Yes,' describe in Part ll|

9 |If 'Yes' to Iine 8, did the organization also follow the rebuttable presumption procedure described in Regulations
section 53 4958-6(c)?

Yes | No

1] X
21 X

{

|
4a X
4b X
4c X
5a X
5b X
éa ] X
6b X
7 X
8 X

Y

9 NfA

BAA For Paperwork Reduction Act Notice, see the Instructions for Form 990.

TEEA4101  12/22/10

Schedule J (Form 990) 2010
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SCHEDULE L
(Form 990 or 990-E2)

Department of the Treasury
Internal Revenue Service

‘Yes' on Form 990, Part IV, line 25a, 25b, 26, 27, 28a, 28b, or 28c,

Transactions With Interested Persons

» Complete if the organization answered

or Form 990-EZ, Pant V, line 38a or 40b.

» Attach to Form 990 or Form 990-EZ. » See separate instructions.

OMB No 1545-0047

2010

Open to Public
Inspection

Name of the organization

RESEARCH DEVELOPMENT FOUNDATION

Employ

h

88-0234325

{Pa | Excess Benefit Transactions (section C and section c organizations only).
Part | E Benefit T ti (section 501(c)(3) and tion 501(c)(4) t ly)
Complete If the organization answered 'Yes' on Form 990, Part IV, line 25a or 25b, or Form 990-EZ, Part V, line 40b.

N/A

1

(a) Name of disqualified person

(b) Description of transaction

(c) Corrected?

Yes No

(U]

@)

3

@

o

©

2 Enter the amount of tax imposed on the orgamization managers or disqualified persons during the year under

section 4958

3 Enter the amount of tax, if any, on line 2, above, reimbursed by the organization

>$

[Partli _|Loans to and/or From Interested Persons.
Complete if the organization answered 'Yes' on Form 990, Part IV, line 26 or Form 990-EZ, Part V, line 38a.

N/A

(a) Name of interested person and purpose

(b) Loan to or from
the organization?

To

From

(c) Original
principal amount

(d) Balance due

(e) In default?

(f) Approved
by board or
committee?

(g) Written
agreement?

Yes No

Yes No

a

2

(E))

(C))

[€))

)

@

®

©

(10)

Total

>3

{Partlll | Grants or Assistance Benefi

Complete f the organization

tting Interested Persons.
answered 'Yes' on Form 990, Part IV, line 27.

N/A

(@) Name of interested person

(b) Relationship between interested person and

the organization

(c) Amount and type of assistance

)

@

(€))

@

(5)

®)

@

®

®

(0)

BAA For Paperwork Reduction Act Notice, see the Instructions for Form 990 or 990-EZ.

TEEA4501 N1/1510

Schedule L (Form 990 or 990-EZ) 2010




Schedule L (Form 990 or 990-EZ) 2010 RESEARCH DEVELOPMENT FOUNDATION 88-0234325 Page 2

[BarlIVAl Business Transactions Involving Interested Persons.

Complete if the orgamization answered 'Yes' on Form 990, Part IV, line 28a, 28b, or 28c.

(a) Name of interested person (b) Relationship between (c) Amount of (d) Description of transaction (e) Sharing of
interested person and the transaction organization's
orgamzation revenues?
Yes No
(1) Allison, MacKenzie, et. al.|See schedule O 53,499.|[Legal & Adm. Services X
(2) Brorby, Crozier & Dobie, P.C.|See Schedule O 737,540.|Legal Services X

()]
@
®)
©
()]
®
(6]
(10)
Supplemental Information

Complete this part to provide additional information for responses to questions on Schedule L (see instructions)

Schedule L (Form 990 or 990-EZ) 2010
TEEA4501 111510



SCHEDULE O Supplemental Information to Form 990 | OM8 No 15450047

(Form 980) » Attach to Form 990. To be completed by organizations to provide 2 O 1 O
additional information for responses to specific questions for the Form

Department of Die Treasury 990 or to provide any additional Information. Open to Public

intemal Revenue Service

Inspection

Employer identification number

Name of the organzaton RE€S€arch Development Foundation 88-0234325

Part ], Line 4 — Independent Voting Members
Part V|, Line 1b — Independent Voting Members

The recommendation regarding independent members of the governing board of a charity is
described and discussed in detail in the report entitled “Principles for Good Governance and
Ethical Practice, A Guide for Charities and Foundations”, Reference Edition, that was published
in October 2007 by the Panel on the Nonprofit Sector. This panel was convened by
Independent Sector and its recommendations have been cited with approval by the Internal
Revenue Service. Such report concludes that the principle with respect to independent
directors does not apply to various types of organizations, including supporting organizations
such as the Foundation, as to which the requirements of IRC Section 509(a)(3) require common
Board members. In this regard, Footnote 27 on page 23 expressly states as follows."This
principle [a substantial majority of the Board should be independent] does not apply to private
foundations; medical research institutions. ., supporting organizations or subsidiaries that are
required by law...to include representatives of the supported organizations or sponsoring
charities on their board... [footnote listing continues with several other specific types of Section
501(c)(3) organizations}.”

Partlll, Line 1 - Briefly describe the organization’s mission:

To advance medical and scientific research through the transfer of technology from the
laboratory to public use by obtaining patents and licenses and administering patents arising out
of discoveries made pursuant to research conducted or sponsored by Clayton Foundation for
Research and its supporting organizations.

Part lll, Line 4a:

Research Development Foundation (“RDF”) is established to transfer medical and scientific
technology from the lab to the public use by obtaining patents and licenses and administering
patents arising out of discoveries made pursuant to medical research conducted or sponsored
by Clayton Foundation for Research, a medical research organization described in Section
170(b)(1)(A)(ui) (“Clayton”), and by supporting organizations to Clayton. RDF’s current patent
portfolio contains hundreds of patent applications and issued patents on discoveries that have
been made in the course of the various research projects that have been conducted by Clayton
_ or funded by another supporting entity of Clayton over-the years. RDF has enteredinto - - - - - -
numerous licenses of such discoveries to pharmaceutical and startup companies and six of such
discoveries have already led to products that have been brought to market by the licensee and
are benefiting mankind. RDF has collected millions of dollars in patent royalties from its
licensing activities over the years.




Schedule O (Form 990) 2010 pg. 2

Name of the organization Employer Identification Number
Research Development Foundation 88-0234325

Part VI, Section A, Line 2 — Business relationships between Officers, Directors
and Trustees
Schedule L, Part IV — Business transactions involving interested parties

Mr. Andrew MacKenzie, Vice President and Secretary of the Foundation, is a partner in
the law firm of Allison, MacKenzie, Pavlakis, Wright and Fagan, Ltd. Allison,
MacKenzie, Pavlakis, Wright and Fagan, Ltd. is engaged to represent the Foundation in
various legal and administrative matters, as well as leasing office space to the
Foundation at current market rental rates.

Mr. Thomas J. Brorby, who became a trustee of the Foundation on July 1, 1998 (and
was elected Chairman of the Board effective May 1, 2008), has provided legal services
to the Foundation or its supported organization since 1965. Mr. Dudley R. Dobie, Jr.,
who became a trustee of the Foundation on March 1, 2005, has provided legal services
to the Foundation since 1997. Mr. Brorby and Mr. Dobie are members of the law firm of
Brorby, Crozier & Dobie, P.C. ("B,C&D"). Such firm is engaged to furnish legal services
to the Foundation on an hourly basis in connection with various matters upon the
request of Foundation trustees and officers other than Mr. Brorby and Mr. Dobie. The
Foundation’s relationship with B,C&D pre-dates the naming of either Mr. Brorby or Mr.
Dobie as trustees. In their capacity as members of the Board of the Foundation, Mr.
Brorby and Mr. Dobie do not participate in any decisions involving assignment of work
to B,C&D and are not involved in the review and approval of the detailed monthly
invoices sent by B,C&D to the Foundation. In their capacity with B,C&D, Mr. Brorby and
Mr. Dobie do not participate in the preparation of the monthly statements of amounts
billed to the Foundation. The other trustees (with Mr. Brorby and Mr. Dobie abstaining)
have approved this arrangement with full knowledge of Mr. Brorby’'s and Mr. Dobie’s
position as a member of and a holder of a financial interest in B,C&D.

Several written opinions have been obtained from well recognized independent
accounting and consulting firms as to the reasonableness of the legal fees being paid to
B,C&D by the Foundation. In addition, all steps listed in the regulations under IRC
Section 4958 (including approval by a compensation committee composed of
disinterested persons) have been taken to obtain the rebuttable presumption that

- compensation paid to B,C&D'is reasonable. More spe’cifically,rth’e7F6undation
periodically engages an independent consulting firm to review the legal fees paid to
B,C&D. Such consulting firm examines the relevant facts and collects information and
data from the Foundation and B,C&D. It also collects and analyzes compensation data
from a peer group of comparable unrelated attorneys and law firms that it selects for
comparability purposes. Such consulting firm then renders a written report and opinion




Schedule O (Form 990) 2010 pg. 3

Name of the organization Employer Identification Number
Research Development Foundation 88-0234325

containing its conclusions and recommendations. Such report (including a thorough
description of the facts and the comparability analysis and data) is provided to the
Foundation’s Compensation Committee. Such committee, which has the sole authority
to approve the compensation arrangement with B,C&D (including hourly rates),
constitutes an authorized body composed of persons that do not have a conflict of
interest with respect to such compensation arrangements under the rules and
requirements set forth in Reg. 53.4958-6(c)(1). The committee meets and reviews the
consulting firm’s report and the comparability analysis and data. At the meeting, the
committee has the opportunity to ask questions and request additional information from
a Foundation representative on the committee (who recuses himself from the meeting
before any action is taken). After review of the relevant documents and data and after
deliberations, the independent committee members make the determination with
respect to the amount and reasonableness of the compensation arrangement. Such
determination is binding on B,C&D. Detailed minutes of each Compensation Committee
meeting are contemporaneously prepared and maintained in the Foundation’s files.

Form 990, Part VI, Section A, Line 11a & 11b — Was a copy of the Form 990
provided to the organization’s governing body before it was filed? All
organizations must describe in Schedule O the process, if any, the organization
uses to review the Form 990.

Form 990 is prepared by the Foundation’s accounting staff and sent to the Brorby,
Crozier & Dobie law firm for review by a tax partner. Each trustee is also given a copy
of the return for review. The return is then presented by the Treasurer at a board
meeting of the trustees prior to filing. During such presentation there is a discussion of
the answers to key questions and of the required disclosures in Form 990. Once
satisfied with the content of the Form 990, the trustees approve the return for filing with
the Internal Revenue Service, and the return is signed and dated by the appropriate
officer of the Foundation.
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Name of the organization Employer Identification Number
Research Development Foundation 88-0234325

Form 990, Part VI, Section B, Line 12c — Does the organization reqularly and
consistently monitor and enforce compliance with the policy? If ‘ves,’ describe in

Schedule O how this is done.

Annually, the trustees and officers review the Conflicts of Interest Policy adopted by the
Foundation. At a meeting of the Board each year, both the trustees and the officers sign
and date a statement which affirms that such person has received a copy of the conflict
of interest policy, has read and understands the policy, has agreed to comply with the
policy, and understands that the Foundation is a charitable organization and that in
order to maintain its federal tax exemption it must engage primarily in activities which
accomplish one of more of its tax-exempt purposes.

It is the policy of the Foundation to assure that any conflicts of interest or potential
conflicts of interest are fully disclosed to the Board before a decision is made or before
the Foundation enters into a proposed transaction. Where necessary to determine
whether a conflict of interest exists, after disclosure of the financial interest and all
material facts, and after any discussion with the interested person, he or she leaves the
Board meeting while the determination of whether a conflict of interest exists is
discussed. If the Board determines that a conflict exists, the Board then determines
whether the transaction or arrangement is fair and reasonable and should be permitted
despite the conflict (or not) as being in the best interests of the Foundation. In
instances where the Board has determined that a member has failed to disclose an
actual or possible conflict of interest, it will take appropriate disciplinary and/or
corrective action.
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Name of the organization Employer Identification Number
Research Development Foundation 88-0234325

Form 990, Part VI, Section B, Line 15 — Did the process for determining

comgensatioh of the following persons include a review and approval by

independent persons, comparability data, and contemporaneous substantiation
of the deliberation and decision:

a. The organization’s CEO, Executive Director, or top management official?
b. Other officers of key employees of the organization?

Describe the process in Schedule O

Several written opinions have been obtained from well recognized independent
accounting and consulting firms as to the reasonableness of the compensation being
paid to the officers and trustees of the Foundation (including amounts paid by related
organizations). In addition, all steps listed in the regulations under IRC Section 4958
(including approval by a compensation committee composed of disinterested persons)
have been taken to obtain the rebuttable presumption that compensation paid to the
trustees and officers is reasonable. More specifically, the Foundation periodically
engages an independent consulting firm to review the compensation of the officers and
trustees of the Foundation and the group of related and supporting entities. Such
consulting firm examines the relevant facts and collects information and data from the
Foundation. It also collects and analyzes compensation data from a peer group of
unrelated non-profit and for-profit organizations that it selects for comparability
purposes. Such firm then renders a written report and opinion containing its
conclusions and recommendations. Such report (including a thorough description of the
facts and the comparability analysis and data) is provided to the Foundation’s
Compensation Committee. Such committee, which has the sole authority to approve
officer and trustee compensation, constitutes an authorized body composed of persons
that do not have a conflict of interest with respect to such compensation arrangements
under the rules and requirements set forth in Reg. 53.4958-6(c)(1). The committee
meets and reviews the consulting firm's report and the comparability analysis and data.
At the meeting, the committee has the opportunity to ask questions and request
additional information from a Foundation representative on the committee (who recuses
himself from the meeting before any action is taken). After review of the relevant
documents and data and after deliberations, the independent committee members
make the determination with respect to the amount and reasonableness of the officer
and trustee compensation arrangements. Such determination is binding on-the trustees
and officers of the Foundation. Detailed minutes of each Compensation Committee
meeting are contemporaneously prepared and maintained in the Foundation’s files.
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Name of the organization Employer Identification Number
Research Development Foundation 88-0234325

Form 990, Part VI, Section C, Line 19 — Describe in Schedule O whether (and if so,
how) the organization makes its governing documents, conflict of interest policy,
and financial statements available to the public.

No documents available to the public.

Form 990, Part XI, Line 5 — Other changes in net assets or fund balances.

Net unrealized losses on investments S (1,190,986)
Excess of current year amortiaztion and abandonments
over capitalized current year medical patnent costs (749,578)

S (1,940,564)
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| Part VIl - | Supplemental Information

Complete this part to provide additional information for responses to questions on Schedule R
(see Instructions).
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