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SCANNED NV 2 2 20i3

OMB No 1545-0052

2012

Open to Public Inspection

Return of Private Foundation |
or Section 4947(a)(1) Nonexempt Charitable Trust

Treated as a Private Foundation
Note. The foundation may be able to use a copy of this retumn to satisfy state reporting requirements

Form 990'PF

Department of the Treasury
Intema!l Revenue Semwice

For calendar year 2012 or tax year beginning , 2012, and ending , 20
Name of foundation THE ROBERT AND JANICE MCNAIR FOUNDATION A Employer identification number
D/B/A MCNAIR MEDICAL INSTITUTE 76-6050185
Number and street (or P O box number if mail 1s not delivered to street address) Room/suite B Telephone number (see instructions)
(713) 336-7800
109 N. POST OAK LANE 600
City or town, state, and ZIP code
C fomamptin SPucn s L »[]
HOUSTON, TX 77024
G Check all that apply. Initial return Initial return of a former public chanty | p 1 roreign organzzations, check here . P> [:'
Final return Amended return 2. Foreign organzations meeting the
Address change Name change camputaten < ]
H Check type of organization m Section 501(c)(3) exempt private foundation E 1 prvate foundaton status was terminated
Section 4947(a)(1) nonexempt charitable trust Other taxable private foundation under sectron S07(6)(1)(A), check here . P>
| Fair market value of all assets atend |J Accounting method u Cash l_X] Accrual F It the foundation 15 n & B0-month termination

of year (from Part Il, col (c), Iine D Other (specify) __ _ ___ __ ___ ___________ under section 507(b)(1)(B), check here . P ':]

16) > § 65,391, 752. (Part |, column (d) must be on cash basis )

T d) Disbursements
2272??2&25‘,’! 2.5‘/32%"8),5225’,";‘,?5 7d)(Th ° (a;gzzi’;‘;ep:'r‘d (b) Net investment (c) Adjusted net ( )for chanitable
may not necessarily equal the amounts in books Income iIncome purposes
column (a) (see instructions) ) (cash basis only)

1  Contnbutions_gifts, grants, etc , recerved (attach schedule) . 46,323,235.
if the foundation is not required to
2 Check b atachSch B . . .......
3 Interest on savings and temporary cash mvestments 1,872, 1,872. ATCH 1
4 Dividends and interest from secuntes , , 1,512,685. 1,512,685. ATCH 2
S5a Grossrents . . . . . .. 0.0 a0 0.
b Net rental income or (loss)
g Gg gt:;gsa:\ag;(k;i:)f;mr“ sale of assets not on ne 10 15,906,455.
g assetsonhngSa re 26,256,708
2| 7 cCapital gain net income (from Part IV, line 2 [l 15,906,455.
« 8 Net short-term capital gan .. r ECE‘VI:U ‘
9 Income modificatons + + + - - - - ‘—--—-- &-\‘
10 A e sy oums o av-19 2043 @l
b Less Cost of goods sold \Q LN oy l(f)\
¢ Gross profit or (loss) (attach schedule) «-l_ __.———-————"”J '\
11 Other income (attach schedule) 2TCH, 3. (AGDEN, U388, 388.
_|12 Total Addiines 1 through 11 . . . . .—.—:—-"6'37'7-4-4—1—6735- 17,421,400.

13 Compensation of officers, directors, trustees, etc _ | 129,742. 129,742.
|14 Other employee salaries andwages . . . . . 35,075. 35,075.
§ 15 Pension plans, employee benefits , ., , . . 4,065. 4,065.
8l16a Legal fees (attach schedule} ATCH 4, | , . 47,518. 47,518.
@] b Accounting fees (attach schedule)ATCH . 5 . 5,700. 2,850. 2,850.
_g ¢ Other professional fees (attach schedule). *. 97,924. 97,924.

E 17 Interest. ATCH 7. ... ......... 53,135.

g 18 Taxes (attach schedule) (see mstructon)ATCH , § | 360,165. 8,631. 14,534.
‘E[19  Depreciation (attach schedule) and depletion.

2l20 occupaney . ...l

T|21  Travel, conferences, and meetings . . . . . . 4,759. 4,759.
®l22 Prntingand publications . . ... ... .. 1,841. 1,841.
523 Other expenses (attach schedule) ATCH .9, . 64,795. 1,655. 63,140.
g 24 Total operating and administrative expenses.

S| Addlnes13through23 .. ........ 804,719. 111,060. 303,524.

25 Contributions, gifts, grantspad . . . . . . . 12,310,604. 12,310,604.
_126 _ Total expenses and disbur Add lines 24 and 25 13,115,323. 111,060. Q 12,614,128.

27 Subtract line 26 from line 12

@ Excess of revenuse over expenses and disbursements | | 50 ’ 629 [ 312.
b Net investment income (if negative, enter -0-) 17,310,340.
c¢_Adjusted net income (If negative, enter -0-). .

Jsa For Paperwork Reduction Act Notice, see instructions.
11/12/2013 9:56:14 AM

2E1410 1 000
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Form 990-PF (2012)
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Form 990-PF (2012)

THE ROBERT AND JANICE MCNAIR FOUNDATION

76-6050185 Page 2

Attached schedules and amounts in the Beginning of year End of year
Balance Sheets g;s:l::_‘pttsno;‘;ol(usg ,ﬁ:}g,‘;ﬁ;’;’ end-of year (a) Book Value (b) Book Value (c) Fair Market Value
1 Cash-non-interest-beanng . . . . . . .. .. ¢ .o o voou.
2 Savings and temporarycashinvestments . _ . . . . ... .. 434,735. 2,530,557. 2,530,557.
3 Accountsrecewvable ™ _ __ _ __ _________________
Less allowance for doubtful accounts » _ __ _ _________
4 Pledgesrecewvable »___ __ __ _ ________________
Less allowance for doubtful accounts ®» _ __
5§ Grantsreceivable . |, ., ... ... ..., ...,
6 Recewvables due from officers, directors, trustees, and other
disqualified persons (attach schedule) (see instructions) , . ., .
7 Other notes and loans recevable (attach schedule) & _ _
Less allowance for doubtful accounts » _ __ ___ ____ ___
% 8 Inventoresforsaleoruse _ . . . . . . .. ... . \....
@[ 9 Prepad expenses anddeferredcharges, . , .. .......
<[40 a Investments-US and state government obligations (attach schedule), ,
Investments - corporate stock (attach schedule) ATCH 10 -2,174,388. 1,741,411, 1,741,411,
¢ Investments - corporate bonds (attach schedule), , . ., ... .
11 Investments - land, buildings, >
and equipment basis @==00ol0 o=
Less accumulated depreciation P
(attach schedule) @~ = = e
12 Investments - mortgageloans . . . . . . . o . 0000
13  Investments - other (attach schedule) , . . . . .. ... ..
1 pmen o > _____ 8,043,
(ahiach schaduiy_ JePrecEen > 6,043.
15 Other assets (descrbe éIgI;I_ll____) 52,093,734. 61,119,784. 61,119,784.
16 Total assets (to be completed by all filers - see the
instructions Also, seepaget, tem!) , . . . .. ... .... 50,354, 080. 65,391,752, 65,391,752.
17  Accounts payable and accruedexpenses _ , . . . .. . ... 15,691. 55, 645.
18 Grantspayable _ . . .. . ... ...,
9|19 Deferredrevenue ., ., ... .................
‘_E‘ 20 Loans from officers, directors, trustees, and other disqualified persons 24,111,884. ATCH 12
_.'S 21 Mortgages and other notes payable (attach schedule) , ., | . .
=22 Other Iiabiiities (describe ®» _________ATCH 13 __) 317,848.
23 Total liabilities (add ines 17 through22) . . . . . . . . . . . 24,127,575. 373,493.
Foundations that follow SFAS 117, check here PD
@ and complete lines 24 through 26 and lines 30 and 31.
§ 24 Unrestrnicted . . . . . . ¢ . v v vt s e s e e e,
(25 Temporanlyrestncted . . . .. ... ............
5|26 Permanentlyresticted . . . .. ... ............
E Foundations that do not follow SFAS 117,
5 check here and complete lines 27 through 31. »
| 27 Capital stock, trust principal, or currentfunds . . . . . . . . . 1,628,435, 1,628,435.
:‘;" 28  Paid-in or captal surplus, or land, bidg , and equipmentfund | | _ , |
2 29 Retained eamings, accumulated income, endowment, or other funds , . 24,598,070. 63,389,824,
§ 30 Total net assets or fund balances (see instructions), , . . . . 26,226,505. 65,018,259.
31 Total liabilties and net assets/fund balances (see
INSLFUCHONS) v v v w @ o o & & s & v o o o o & o o o o o o o s 50,354, 080. 65,391,752.

Analysis of Changes in Net Assets or Fund Balances

1 Total net assets or fund balances at beginning of year - Part Il, column (a), ine 30 (must agree with
end-of-year figure reported on prioryears return) . L L L e 1 26,226,505.
2 Enter amount from Part l' Ilne 27a ...................................... 2 50 L 629’ 312 *
3 Other increases not included in ne 2 (temze) » ATCH 14 3 3,912,571,
4 Add ||neS1,2,and3 ............................................. 4 80’768’388'
5 Decreases notincluded in line 2 (temize) »_ ! ATCH1S 5 15,750,129.
6 Total net assets or fund balances at end of year (line 4 minus fine 5) - Part I, column (b), ine 30 . . . . . 6 65,018,259.
Form 990-PF (2012)
JSA

2E1420 1 000

11/12/2013 9:56:14 AM




THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

Form 990-PF (2012) Page 3
Capital Gains and Losses for Tax on Investment Income
(a) List and describe the kind(s) of property sold (e g, real estate, 923;5!,% é‘é’qelarg% (d) Date sold
2-story brick warehouse, or common stock, 200 shs MLC Co) b-furchass | (mo day, yr) | (Mo, day, yr)

1aSEE PART IV SCHEDULE

b

c

d

e

(e) Gross sales price ® De(%rre:;%f:bﬂ)l owed (gp)aﬁ: ?&ﬁ?ﬁ&fﬁi (e()"glfj;sa I(?)or;f:\%ssszg)

a

b

c

d

e

Complete only for assets showing gain in column (h) and owned by the foundation on 12/31/69 () Gamns (Col (h) gain minus
(F MV as of 1231/69 ol 12151768 Sver ol . fany. " BesesTromool )

a

b

c

d

e

If gain, also ent Part |, ine 7
2 Capital gain net income or (net capital loss) { gai erin-a n }

If (loss), enter -0-in Part |, ine 7
3 Net short-term capital gain or (loss) as defined in sections 1222(5) and (6)
If gain, also enter in Part I, line 8, column (c) (see instructions) If (loss), enter -0- In }
Partl, lne 8 . . . . . . . . . . & . e e e ue e 4 e e e e e e sea a4 3 68,715.
Qualification Under Section 4940(e) for Reduced Tax on Net Investment Income
(For optional use by domestic private foundations subject to the section 4940(a) tax on net investment income )

2 15,906,455.

If section 4940(d)(2) applies, leave this part blank.

Was the foundation liable for the section 4942 tax on the distributable amount of any year in the base period? D Yes No
If "Yes," the foundation does not qualify under section 4940(e). Do not complete this part.
1_Enter the appropriate amount in each column for each year; see the instructions before making any entries

(a) (d)
(b} (c)
cmandar?,::igi‘:gmmmng - Adjusted qualfying distnbutions Net value of nonchartable-use assets (col I:()gs)tg&lg;nbr?tgl ()
2011 8,686,719. 43,010,922. 0.201965
2010 6,319,431. 30,205,614. 0.209214
2009 7,170,018. 28,245,951. 0.253842
2008 7,401, 384. 40,323,725. 0.183549
2007 7,065,294. 28,286,647. 0.249775
2 Totalofline 1, Column(d) . . . . .. . .. ... 2 1.098345
3 Average distribution ratio for the 5-year base period - divide the total on Iine 2 by 5, or by the
number of years the foundation has been in existence if lessthanS5years ., ., ... 3 0.219669
4 Enter the net value of noncharitable-use assets for 2012 from PartX,ine5 = 4 58,451,973.
5 Multiply line 4by e 3 | L 5 12,840, 086.
6 Enter 1% of net investment income (1% of Partl, line27b) = . . . . . . ........... 6 173,103.
7 Add Ilnessande .......................................... 7 13’013’189'
8 Enter qualfying distributions from Part XIl, ine 4 . . . . ... ... ... ......... 8 12,614,128.

If line 8 1s equal to or greater than hne 7, check the box in Part Vi, line 1b, and complete that part using a 1% tax rate. See the
Part VI instructions

Form 990-PF (2012)
11/12/2013 9:56:14 AM PAGE 5

JSA
2E1430 1 000




Form 990-PF (2012) THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185 Page 4
Excise Tax Based on Investment Income (Section 4940(a), 4940(b), 4940(e), or 4948 - see instructions)
1a Exempt operating foundations descnbed In section 4940(d)(2), check here » D and enter "N/A" on line 1
Date of ruling or determination letter _ _ _ _ _ _ _ __ ___ __ _ (attach copy of letter If necessary - see Instructions)
b Domestic foundations that meet the section 4940(e) requirements tn Part V, check 1 346,207.
here » (] and enter 19 of Parttime 270, . ... ... .. e
¢ All other domestic foundations enter 2% of line 27b. Exempt foreign organlzatlons enter 4% of
Part |, line 12, col (b).
Tax under section 511 (domestic section 4947(a)(1) trusts and taxable foundations only Others enter-0-) , . .
Addlines1and2, ., |, e e e e e e e e e e e et e e e e
Subtitle A (income) tax (domestic section 4947 (a)(1) trusts and taxable foundations only Others enter -0-)
Tax based on investment income. Subtract line 4 from line 3 If zero or less, enter -0-
Credits/Payments
2012 estimated tax payments and 2011 overpayment credited to 2012, , , , | 6a 369,799.
Exempt foreign organizations - taxwithheldatsource . , , . , . ... ... . 6b
------- Gc
Backup withholding erroneously withheld 6d
7 Total credits and payments Add lines 6athrough6d . + « « « « « . . e e e e e e e e e e 7 369,799.
8 Enter any penalty for underpayment of estimated tax Check here . if Form 2220 1s attached ., . .. ... 8 2,948.
9 Tax due. If the total of lines 5 and 8 1s more than line 7, enter amountowed | _ . . . . . ... .. e .

10 Overpayment If ine 7 1s more than the total of ines 5 and 8, enter the amount overpaid , _ . . . . .
11 Enter the amount of line 10 to be Credited to 2013 estimated tax P> 20,644, Refunded
Statements Regarding Activities
1a Durnng the tax year, did the foundation attempt to influence any national, state, or local legisiation or did it participate Yes | No
or intervene In any political CampaIgn? | | . . . L L L . .t e e e e e e e e e m e e e e e e e e e e la X
b Did it spend more than $100 during the year (either directly or indirectly) for political purposes (see Instructions for the
deftIton)? | L e e e e e e e e e e 1b X
If the answer 1s "Yes" to 1a or 1b, attach a detailed description of the activities and copies of any matenals published or
distributed by the foundation in connection with the activities
¢ Did the foundation file Form 1120-POL for this year? . ... e X
d Enter the amount (if any) of tax on political expenditures (secﬂon 4955) imposed dunng the year
(1) On the foundation >3 0 (2) On foundation managers >3 0
e Enter the reimbursement (if any) pad by the foundation during the year for political expenditure tax imposed on
foundation managers P $ 0
2 Has the foundation engaged in any activities that have not previously been reported to the IRS? | _ATCH_ 16 == 2 X
If "Yes, " attach a detailed descniption of the activities
3 Has the foundation made any changes, not previously reported to the IRS, in its governing instrument, articles of incorporation,
or bylaws, or other similar instruments? If “Yes, " attach a conformed copy of the changes _ ATCH 17 3 X

346,207.
0
346,207.
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4a Did the foundation have unrelated business gross income of $1,000 or more during theyear?, . , . . .. e e e e e e 4a X
b If "Yes," has it filed a tax return on Form 990-T for thisyear? | e e e e et e e e e e et e e 4b N/A
5 Was there a liquidation, termination, dissolution, or substantial contraction dunng the year? .. 5 X
If "Yes, " attach the statement required by General Instruction T
6 Are the requirements of section 508(e) (relating to sections 4941 through 4945) satisfied either
® By language In the governing instrument, or
o By state legislation that effectively amends the governing instrument so that no mandatory directions that conflict
with the state law remain in the governing instrument? , , . , . ... ... .... e e e e e e e e e e e e 6
7 Did the foundation have at least $5,000 in assets at any time during the year? If "Yes,“ complete Part ll, col (c), and Part XV 7 X

8a Enter the states to which the foundation reports or with which it 1s registered (see instructions) P

b If the answer i1s "Yes" to line 7, has the foundation furnished a copy of Form 990-PF to the Attorney General (or designate)

of each state as required by General instruction G? If *No," attach explanaton, . . . . .. ... .. .. F R - ) X

9 Is the foundation claming status as a private operating foundation within the meaning of section 4942())(3) or

4942())(5) for calendar year 2012 or the taxable year beginning in 2012 (see instructions for Part XIV)? If “Yes, * complete

PatXIV . . . .. viiinnn e e e e e e e e e e e e e e e e e e e e ..o X

10 Did any persons become substantial contributors during the tax year? If *Yes,” aftach a schedule listing thewr names and
e 10 X

Form 990-PF (2012)

JSA

2E1440 1 000
11/12/2013 9:56:14 AM . PAGE 6




Form 990-PF (2012) THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185 Page 5
Statements Regarding Activities (continued)
11 At any tme during the year, did the foundation, directly or indirectly, own a controlled entty within the
meaning of section 512(b){(13)? If "Yes," attach schedule (see instructions , , , . , .., ... . e e e e e e e e e, P | X
12 Did the foundation make a distnibution to a donor advised fund over which the foundation or a disqualified
person had advisory privileges? If "Yes," attach statement (seewnstructons) , . ., . . ... ... .. e e e e e e e e 12 X
13 Did the foundation comply with the pubiic inspection requirements for its annual returns and exemption apphcation?, ., . . [ 13 X
Website address B_____ MCNAIRFOUNDATION.ORG _ _ _ _ e
14 The books are n care of » JAMES M. KENDRIGAN =~ Telephoneno B ____ _ 713-336-7833 _____
Locatedat B109_N. POST OAK LANE, STE. 600 HOUSTON, TX ____________ ZIP+4 77024 __
15 Section 4947(a)(1) nonexempt charitable trusts fiing Form 990-PF in lieu of Form 1041-Checkhere . . « . .+ ¢« ¢ o &+ & & I >U
and enter the amount of tax-exempt interest recewved or accrued dunngtheyear, , . . ., .., ... ... .. ... » | 15 |
16 At any time dunng calendar year 2012, did the foundation have an interest In or a signature or other authority Yes | No
over a bank, secunties, or other financial account in aforeign country?, | . . . . . . . . ittt e n h e e e e e ae e . 16 X
See the instructions for exceptions and fiing requirements for Form TD F 90-221 If "Yes," enter the name of
the foreign country p
Statements Regarding Activities for Which Form 4720 May Be Required
File Form 4720 if any item is checked in the "Yes" column, uniess an exception applies. Yes | No
1a During the year did the foundation (either directly or indirectly)
(1) Engage in the sale or exchange, or leasing of property with a disqualified person? _ . . . .. .. D Yes No
(2) Borrow money from, lend money to, or otherwise extend credit to (or accept it from) a
disqualfiedperson? , . . . .. ... ... ..., e e e e e e B ves N0
(3) Furnish goods, services, or facilities to (or accept them from) a disqualffied person?, . , , ., .. Yes - No
(4) Pay compensation to, or pay or remburse the expenses of, a disqualified person? _ , . . .. .. - Yes No
(5) Transfer any income or assets to a disqualified person (or make any of either available for
the benefit or use of a disqualfiedperson)?, ., ., . .. ... . e e e e e e e e ee e, Yes No
(6) Agree to pay money or property to a government official? (Exception. Check "No" if the
foundation agreed to make a grant to or to employ the official for a period after
termination of government service, if terminatingwithin90days)., . .. ... ... .. .. .. Yes No
b If any answer 1s "Yes" to 1a(1)-(6), did any of the acts fall to qualfy under the exceptions described in Regulations
section 53 4941(d)-3 or In a current notice regarding disaster assistance (see instructions)? . . . . . . . ... .. .. 1b X
Organizations relying on a current notice regarding disaster assistance check here , , , , ., e e e e e e e » D
¢ Did the foundation engage in a prior year in any of the acts described 1n 1a, other than excepted acts, that
were not corrected before the first day of the tax year beginning in 20127 | | | | . . . . . 4 i it v o o e o o s am e 1c X
2 Taxes on falure to distribute income (section 4942) (does not apply for years the foundation was a private
operating foundation defined in section 4942(j)(3) or 4942())(5))
a At the end of tax year 2012, did the foundation have any undistributed income (lines 6d and
6e, Part XIll) for tax year(s) beginning before 20127 _ . ., . . . . . . i i it 4t e e ... .. D Yes No
If "Yes," hsttheyears » _ e __ e __ e __
b Are there any years listed in 2a for which the foundation 1s not applying the prowisions of section 4942(a)(2)
(relating to incorrect valuation of assets) to the year's undistributed income? (If applying section 4942(a)(2) to
all years listed, answer "No" and attach statement-see INStructionS ) . . . & o v o v v o v v v v m e e o o v | NfA
c If the provisions of section 4942(a)(2) are being applied to any of the years listed in 2a, list the years here
» _ e _ e e e e
3a Did the foundation hold more than a 2% direct or indirect interest in any business enterprise
atany time dunngtheyear? , . ., ...... e e e e e e e e e e e e e e e e e e D Yes No
b If "Yes," did it have excess business holdings in 2012 as a result of (1) any purchase by the foundation or
disqualified persons after May 26, 1969, (2) the lapse of the 5-year period (or longer period approved by the
Commussioner under section 4943(c)(7)) to dispose of holdings acquired by gift or bequest, or (3) the lapse of
the 10-, 15-, or 20-year first phase holding period? (Use Schedule C, Form 4720, to deterrine if the
foundation had excess business holdingsin2012) . . . . . . ... ..o e e e e e e e e e e 3b N/A
4a Did the foundation invest during the year any amount in a manner that would jeopardize its chantable purposes? , | . . . . . . 4a X
b Did the foundation make any investment in a prior year (but after December 31, 1969) that could jeopardize its
charitable purpose that had not been removed from jeopardy before the first day of the tax vear beginning in 20127 . 4b X

JsA

2E1450 1 000
11/12/2013 9:56:14 AM

Form 990-PF (2012)




Form 990-PF (2012) THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185 Page 6

Statements Regarding Activities for Which Form 4720 May Be Required (continued)

5a During the year did the foundation pay or incur any amount to

(1) Carry on propaganda, or otherwise attempt to influence legislation (section 4945(e))? ., . . . . . D Yes No
(2) Influence the outcome of any specific public election (see section 4955), or to carry on,

directly or indirectly, any voter registration drive? , , , ., . . . e e h e e e e s e aaeaas Yes No
(3) Provide a grant to an individual for travel, study, or other similar purposes?, ., . . ... ... .. Yes X| No

(4) Provide a grant to an organization other than a charitable, etc, organization described In
section 509(a)(1), (2), or (3), or section 4940(d)(2)? (see instructions) , , ., . . . e e e e e e Yes D No

(5) Provde for any purpose other than religious, chartable, scientific, literary, or educational
purposes, or for the prevention of cruelty to childrenoranmals?, , ., . ., ... ... ...... D Yes No
b If any answer 1s "Yes" to 5a(1)-(5), did any of the transactions fall to qualfy under the exceptions described in

Regulations section 53 4945 or in a current notice regarding disaster assistance (see instructions)? | | _ . . . P I 1 -} X
Organizations relying on a current notice regarding disaster assistance check here, ., , . , . e e e e e e e e e e DD
c If the answer 1s "Yes" to question 5a(4), does the foundation claam exemption from the tax
because It maintained expenditure responsibility forthegrant? .  ATCH 18, . .. ....... Yes D No
If "Yes, " attach the statement required by Regulations section 53 4945-5(d)
6a Did the foundation, during the year, receive any funds, directly or indirectly, to pay premiums
on apersonal benefitcontract?, | _ ., ., .. ... et e e e e e e e e e I:] Yes No
b Did the foundation, during the year, pay premiums, directly or |nd|rectly, on a personal benefitcontract? |, . ., .. ...... 6b X
If “Yes” to 6b, file Form 8870
7a At any time during the tax year, was the foundation a party to a prohibited tax shelter transaction? | | |:| Yes No
b If "Yes " did the foundation receive any proceeds or have any net income attributable tothe transaction? . . . . . . . .. . .. 7b N/ A

Information About Officers, Directors, Trustees, Foundation Managers, Highly Paid Employees,

and Contractors

1 __List all officers, directors, trustees, foundation managers and their compensation (see instructions).

{b) Title, and average (c) Compensatlon (d) Contnbutions to

(e) Expense account,

N d add h week If [ benefit pl
(a) Name an ress dev%‘:;% Ft,grposmon ¢ e:tareg-) anadmdpez::d zgr:pe‘:\:;Ton other allowances
ATCH 19— 106,000. 19,558. 4,184.

2 Compensation of five highest-paid employees (other than those included on line 1 - see instructions). If none, enter

"NONE."

(d) Contributions to
employee benefit
plans and deferred
compensation

(b) Title, and average
{a) Name and address of each employee paid more than $50,000 hours per week {c) Compensation
devoted to position

(e) Expense account,
other allowances

JSA

2E1460 1000
11/12/2013 ©9:56:14 AM

Form 990-PF (2012)




THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

Form 990-PF (2012)

Page 7

IR} Information About Officers, Directors, Trustees, Foundation Managers, Highly Paid Employees,

and Contractors (continued)

3 Five highest-paid independent contractors for professional services (see instructions). if none, enter "NONE."

(a) Name and address of each person paid more than $50,000 (b) Type of service (c) Compensation
ATCH 20 80,031.
ettt
|
|
e
Total number of others receiving over $50,000 for professionalservices . . . . . . . . .. ... ......... »
GERLNLEY Summary of Direct Charitable Activities
List the foundation's four largest direct chantable activities dunng the tax year Include relevant statistical information such as the number of ses
organizations and other beneficianes served, conferences convened, research papers produced, etc Expen
1N/
2
3 o ..—,—,——,—,—,——,—,_—_,—_,—_,—_,—,_—_,_—_—_—_—_—_—_———————————————
4 _ .
31440 8:] Summary of Program-Related Investments (see instructions)
Describe the two largest program-related investments made by the foundation dunng the tax year on lines 1 and 2 Amount
1 N A
2

3 N ONE
Jotal. Add lnes 1through3. . .. ... ........... ... oo oo e e oo eeeeneeesosse.. >
Form 990-PF (2012)
JSA

2E1485 1 000
11/12/2013 9:56:14 AM
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THE ROBERT AND JANICE MCNAIR FOUNDATION

Form 990-PF (2012)

76-6050185
Page 8

see instructions )

Minimum Investment Return (All domestic foundations must complete this part. Foreign foundations,

1 Far market value of assets not used (or held for use) directly in carrying out chartable, etc,
purposes:
a Average monthly fair market value of securties L, 1a 57,906,418.
b Average of monthly cashbalances, . . . . . ... ... ............ e 1b 1,435,687.
¢ Fair market value of all other assets (see instructions) ... 1c
d Total (add hnes 1a,b,and €) | | L 1d 59,342,105.
e Reduction claimed for blockage or other factors reported on lines 1a and
1c (attach detalled explanaton) 1e |
2 Acquisition indebtedness applicable to lne 1assets . ... ... ... 2
3 SUbtraCt hne2fr°m Iine 1d ......................................... 3 59'342'105'
4 Cash deemed held for charitable activities Enter 1 1/2% of line 3 (for greater amount, see
SOt ONS) L e e e e e 4 890,132.
5 Net value of noncharitable-use assets. Subtract line 4 from line 3 Enter here andonPartV,lIne4 | § 58,451,973.
6 Minimum investment return. Enter 5% of lne 5 _ | _ . . . . .. L L L 6 2,922,599.
Distributable Amount (see instructions) (Section 4942())(3) and (J)(5) private operating
foundations and certain foreign organizations check here » |:| and do not complete this part.)
1  Minimum investment returnfrom Part X, line 6 . . . . . . . . . . .. ot i ittt it 1 2,922,599.
2a Tax on investment income for 2012 from Part VI, ine5 . .. 2a 346,207,
b Income tax for 2012. (This does not include the tax from PartV1) = | 2b
c Add Ilnes 2a and 2b ............................................. 2c 346’ 207 hd
3 Distributable amount before adjustments Subtract ine 2¢ frominet _ . . . ... .. ... ..... 3 2,576,392.
4 Recoveries of amounts treated as qualifying distributions | _ . . ... ... ... ... e, 4
5 Add IlneS3and4 .............................................. 5 2’576’392'
6 Deduction from distributable amount (see instructions) L L L L, 6
7 Distributable amount as adjusted Subtract line 6 from line 5 Enter here and on Part Xlli,
- I R T T T T T T S T e 7 2,576,392.
Qualifying Distributions (see instructions)
1 Amounts paid (including administrative expenses) to accomplish charttable, etc , purposes
a Expenses, contributions, gifts, etc. - total from Part |, coumn (d), ine26 . ... ....... 1a 12,614,128.
b Program-related investments - total from Patix-6 ...~~~ 1b
2 Amounts paid to acquire assets used (or held for use) directly in carrying out charitable, etc,
PUTPOSES | e e e 2
3 Amounts set aside for specific charitable projects that satisfy the:
a Suttability test (prior IRS approvalrequired) 3a
b Cash distribution test (attach the required schedule) . . . . .. ... .. . . e 3b
4 Qualifying distributions. Add lines 1a through 3b Enter here and on Part V, line 8, and Part XIll, lne 4 . 4 12,614,128.
5 Foundations that qualify under section 4940(e) for the reduced rate of tax on net investment income.
Enter 1% of Part |, ine 27b (see instructions) . _ . . . . . . . . . . i e e e e e e 5 0
6  Adjusted qualifying distributions. Subtract hne 5 fromlne 4 . ... ... .. ... ... 6 12,614,128.
Note. The amount on hine 6 will be used in Part V, column (b), In subsequent years when calculating whether the foundation
qualifies for the section 4940(e) reduction of tax in those years.
Form 990-PF (2012)
JSA

2E1470 1 000

11/12/2013 9:56:14 AM
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

Form 990-PF (2012) Page 9
Undistributed Income (see instructions)

(a) (b) (c) (d)
1  Distributable amount for 2012 from Part X, Corpus Years prior to 2011 2011 2012
line7 2,576,392.

2 Undistnbuted income, # any, as of the end of 2012
a Enter amount for 2011 only

b Totalforpnoryears 20 10 20 09 20 08

3 Bxess distributions carryover, If any, to 2012

a From2007 , , . ... 6,113,033.

b From2008 _ , .., . 5,610,820.

¢ From2009 , . ... 5,781,843.

d From2010 , ., ... 4,823,361.

e From2011 , ... 6,555,052,

f Total of ines 3athroughe . , , . ... .. .. 28,884,109.
4 Qualifying distnibutions for 2012 from Part XIl,

lined » $ 12,614,128.

a Applied to 2011, but not more than ine 2a | |

b Applied to undistnibuted income of prior years
(Election required - see instructions) ,

« s e 0 = .

¢ Treated as distributions out of corpus (Election
required - seenstructions) , , ., ., . ... ...

d Applied to 2012 distributable amount . 2,576,392.

e Remaining amount distributed out of corpus  , 10,037,736.

5 Bxess distributions carryover applied to 2012 |
(f an amount appears in column (d), the same
amount must be shown in column (a) )

6 Enter the net total of each column as
indicated below:

Corpus Add lines 3f, 4c, and 4e Subtract line 5 38,921,845,

b Prior years' undistributed income Subtract
line4bfromline2b . . . ... ......
¢ Enter the amount of prior years' undistributed
income for which a notice of deficiency has been
1ssued, or on which the section 4942(a) tax has
beenpreviouslyassessed. . . . . . . .. .. .

d Subtract line 6¢c from lLne 6b Taxable
amount - see instructons

e Undistributed income for 2011 Subtract hne
4a from hne 2a Taxable amount - see
instructtons . . . .. ... Ch e e e e

f Undistributed income for 2012 Subtract lines
4d and 5 from line 1 This amount must be
distibutedin2013 |, , . ... ........

7 Amounts treated as distributions out of corpus
to satisfy requirements imposed by section
170(b)(1)(F) or 4942(g)(3) (see instructions)

8 Bxcess distributions carryover from 2007 not

applied on line 5 or ine 7 (see instructions) _ | | 6,113, 033.
9 Excess distributions carryover to 2013.
Subtract ines 7 and 8 fromne6a , _ , . , . . 32,808,812,
10 Analysis of ine 9
a Excess from 2008 . . . 5,610,820.
b Excess from 2009 . . . 5,781,843.
¢ Excess from2010 . . . 4,823,361.
d Excess from2011 _ | . 6,555,052.
e Excess from2012 ., . . 10,037,736.
Form 990-PF (2012)
JsA

2E1480 1 000
11/12/2013 9:56:14 AM PAGE 11




- Form 990-PF (2012) THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185 Page 10

Private Operating Foundations (see instructions and Part VII-A, question 9) NOT APPLICABLE
1a |If the foundation has received a ruling or determination letter that it 1s a private operating
foundation, and the ruling is effective for 2012, enter the date of therulng .~ . . . . .. .. >
b Check box to indicate whether the foundation 1s a private operating foundation described in section | | 4942())(3) or ] l 4942())(5)
2a Enter the lesser of the ad- Tax year Prior 3 years

(e) Total
justed net income from Part {a) 2012 (b) 2011 {c) 2010 {d) 2009
| or the minimum investment
retum from Part X for each
year listed

Qualfying distnbutions from Part
XIl, line 4 for each year isted
d  Amounts included in Tine 2c not
used directly for active conduct
of exemptactivihes . . . . .
€ Qualfying distributions made
directly for active conduct of
exempt activities Subtract ine
2dfrombne2c , , ., ., .
3 Complete 3a, b, or ¢ for the
alternatve test relied upon
@ r"Assets” alternative test - enter

(1) vaueofallassets . . .
(2) Value of assets qualfying
under section
43420)3)BX(). . . . .
b “Endowment aiternatve test-
enter 2/3 of minimum invest-
ment return shown In Part X
Iine 6 for each year listed

C  “Support" altemative test - enter

(1) Total support other than
gross Investment income
(interest, dmdends, rents,
payments on secuntes
loans (secton 512(a)(5)),
orroyaites)

r {2) Support from general

‘ publc and 5 or more

exempt organizations as
provided in section 4942
OEB)E) « . . .. .
(3) Largest amount of sup-
port from an exempt
organization

4) Gross investment income
m Supplementary Information (Complete this part only if the foundation had $5,000 or more in assets
at any time during the year - see instructions.)
1 Information Regarding Foundation Managers:

a List any managers of the foundation who have contributed more than 2% of the total contributions received by the foundation
before the close of any tax year (but only if they have contributed more than $5,000) (See section 507(d)(2) )

ROBERT & JANICE MCNAIR
b List any managers of the foundation who own 10% or more of the stock of a corporation (or an equally large portion of the
ownership of a partnership or other entity) of which the foundation has a 10% or greater interest

NONE
2 Information Regarding Contribution, Grant, Gift, Loan, Scholarship, etc., Programs:

Check herebD if the foundation only makes contributions to preselected charitable organizations and does not accept
unsolicited requests for funds If the foundation makes gifts, grants, etc. (see instructions) to individuals or organizations under
other conditions, complete tems 2a, b, ¢, and d

a The name, address, and telephone number or e-mail of the person to whom applications should be addressed.

ATCH 21
b The form in which applications should be submitted and information and materials they should include:

ONE PAGE SYNOPSIS OF PROGRAM GOALS AND GRANT REQUIREMENTS
¢ Any submission deadlines

NONE
d Any restrictions or limitations on awards, such as by geographical areas, charntable fields, kinds of institutions, or other
factors

ATCH 22

Form 990-PF (2012)
11/12/2013 9:56:14 AM PAGE 12

JSA
2E1490 1 000




- THE ROBERT AND JANICE MCNAIR FOUNDATION

Form 990-PF (2012)

76~6050185
Page 11

Supplementary Information (continued)

3 Grants and Contributions Paid During the Year or Approved for Future Payment

Reciptent

I recipient ts an individual,
show any relationship to

Name and address (home or business)

any foundation manager
or substantial contnbutor

Foundation
status of
recipient

Purpose of grant or
contribution

Amount

a Paid dunng the year

ATCH 23

|
|
|
Total . ... ... .. 00uououooa
b Approved for future payment

.............................. » 3a 12,310,604.
ATCH 24
|
10 | T T T T T T » 3b 16,612,500.
Form 990-PF (2012)
JSA

PAGE 13




THE ROBERT AND JANICE MCNAIR FOUNDATION

Form 990-PF (2012)

1P AIN:Y Analysis of Income-Producing Activities

76-6050185

Page 12

Enter gross amounts unless otherwise indicated

--

0 b W N

- O O o ~N O

- b

12
13

Program service revenue

Unrelated business income

Excluded by section 512, 513, or 514

(a)

Business code

(b)

Amount

(c)

Exciusion code

(d)

Amount

(e)
Related or exempt
function income
(See instructions )

o a o oo

f

g Fees and contracts from government agencies
Membership dues and assessments
Interest on savings and temporary cash investments
Dividends and interest from secuntes | |, |
Net rental income or (loss) from real estate

Net rental income or (loss) from personal property
Other investment income
Gain or (loss) from sales of assets other than inventory

Net income or (loss) from special events , . .

Gross profit or (loss) from sales of inventory. .
Other revenue a MISCELLANEOUS

14

1,872.

14

1,512,685.

18

15,906,455.

01

388.

b

c

d

e

Subtotal Add columns (b), (d),and(e) . . . .

Total. Add line 12, columns (b), (d), and(€). . . . . . .. .. .. i it i e e e e

17,421,400.

(See worksheet in line 13 instructions to verify calculations )

Part XVI-B

17,421,400.

Relationship of Activities to the Accomplishment of Exempt Purposes

Line No. Explain below how each activity for which income 1s reported in column (e) of Part XVI-A contributed importantly to the
v accomplishment of the foundation's exempt purposes (other than by providing funds for such purposes) (See instructions )
JSA Form 990-PF (2012)
2E1492 1 000

11/12/2013 9:56:14 AM

PAGE 14




Form 990-PF (2012) THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185  Page 13
Information Regarding Transfers To and Transactions and Relationships With Noncharitable
Exempt Organizations

1 Did the organization directly or indirectly engage in any of the following with any other organization described Yes | No

in section 501(c) of the Code (other than section 501(c)(3) organizations) or in section 527, relating to political
organizations?

a Transfers from the reporting foundation to a noncharitable exempt organization of.
(1) Cash | | e e e e e e e e e e e e et ta(1) X
(2) Otherassets | . . .. . ... i ittt i it ittt s e e ettt e e 1a(2) X

b Other transactions
(1) Sales of assets to a noncharitable exempt organization , . . . . . . . . . . .. it e e e e e e 1b(1) X
(2) Purchases of assets from a noncharitable exempt organization , . . . . . ... .. .. 0 v it v v o v e ennon 1b(2) X
(3) Rental of facilities, equipment, or 0ther assets | | . . . . . . o v i i i it it s e e e e e e e e e 1b(3) X
(4) Reimbursement arrangements | | . . L. L. L L. e e e e e e e e e e e e 1b(4) X
(5) Loans or loan Quarantees | . . . . . . ... i ... e e e e e e e e e e e 1b(5) X
(6) Performance of services or membership or fundraising solicitatons . , . . . .. ... ... .......... 1b(6) X

¢ Sharing of facilities, equipment, mailing lists, other assets, orpaidemployees _ _ ., . . ... ............ 1c X

d If the answer to any of the above i1s "Yes," complete the following schedule. Column (b) should always show the fairr market
value of the goods, other assets, or services given by the reporting foundation. If the foundation received less than fair market
value In any transaction or sharing arrangement, show in column (d) the value of the goods, other assets, or services received

(a) Line no {b) Amount involved {c) Name of noncharitable exempt organization (d) Description of transfers, transactions, and shanng arangements
N/A N/A

2a Is the foundation directly or indirectly affiliated with, or related to, one or more tax-exempt organizations

described in section 501(c) of the Code (other than section 501(c)(3)) orin secton 527? _ , . . . ... ..... D Yes No
b If "Yes," complete the following schedule.
{a) Name of organzation {b) Type of organzation (c) Description of relationship
Under penalties of pequry, | declare that | have exammned this retum, including sched| its, and to the best of my knowledge and belef, 1t Is true,
Sign mple«e ecl. of prsmlwwen 1s based on all informaton of whlch preparer has any knowiedge
{ S May the IRS discuss this retum
Here J\\' \A ?‘D\ 3 } [T CC with the preparer__shown below
Signature of officer or trustee Title (see instructions)? Dves - Nof
R Print/Type preparer's name Preparer's signature Date Check L_’ i | PTIN
Paid
p Jenmfer I. LVnCh JW b('-aﬁfu_ej-\._ 1 1/ 1 2/2013 self-employed| P01255855
reparer | sname B ERNST & YOUNG U.S., LLP Fim's EIN »>34-6565596
Use Only [Firm's address p 111 MONUMENT CIRCLE, SUITE 2600
INDIANAPOLIS, 1IN 46204 Phoneno 317-681-7000

Form 990-PF (2012)

JsA

2E1493 1 000
11/12/2013 9:56:14 AM PAGE 15




Schedule B Schedule of Contributors OMB No_1545-0047
(Form 990, 990-E2,
or 990-PF) » Attach to Form 990, Form 990-EZ, or Form 990-PF. 2@ 1 2

Department of the Treasury
Internal Revenue Service

Name of the organization Employer identification number
THE ROBERT AND JANICE MCNAIR FOUNDATION
D/B/A MCNAIR MEDICAL INSTITUTE 76-6050185

Organization type (check one)

Filers of: Section:

Form 990 or 990-EZ [__—] 501(c)( ) (enter number) organization
D 4947(a)(1) nonexempt charitable trust not treated as a private foundation
D 527 political organization

Form 990-PF 501(c)(3) exempt private foundation
[:l 4947(a)(1) nonexempt charitable trust treated as a private foundation

D 501(c)(3) taxable private foundation

Check if your organization 1s covered by the General Rule or a Special Rule.
Note. Only a section 501(c)(7), (8), or (10) organization can check boxes for both the General Rule and a Special Rule See
instructions.

General Rule

For an organization fillng Form 990, 990-EZ, or 990-PF that received, during the year, $5,000 or more (in money or
property) from any one contributor. Complete Parts | and Il

Special Rules

I:I For a section 501(c)(3) organization fiing Form 990 or 990-EZ that met the 33 1/3 % support test of the regulations
under sections 509(a)(1) and 170(b)(1)(A)(vi) and received from any one contributor, during the year, a contribution of
the greater of (1) $5,000 or (2) 2% of the amount on (1) Form 990, Part VIII, line 1h, or (i) Form 990-EZ, line 1.
Complete Parts | and Il

I:I For a section 501(c)(7), (8), or (10) organization filing Form 990 or 990-EZ that received from any one contributor,
during the year, total contributions of more than $1,000 for use exclusively for religious, charitable, scientific, iterary,
or educational purposes, or the prevention of cruelty to children or animals Complete Parts |, Il, and lIl.

I:' For a section 501(c)(7), (8), or (10) organization fiing Form 990 or 990-EZ that received from any one contributor,
during the year, contributions for use exclusively for religious, charitable, etc., purposes, but these contributions did
not total to more than $1,000 If this box i1s checked, enter here the total contributions that were received during the
year for an exclusively religious, charitable, etc , purpose Do not complete any of the parts unless the General Rule
applies to this organization because It received nonexclusively religious, chartable, etc , contributions of $5,000 or
more during the year S _ o ____

Caution. An organization that is not covered by the General Rule and/or the Special Rules does not file Schedule B (Form 990,
990-EZ, or 990-PF), but it must answer "No" on Part IV, line 2 of its Form 990, or check the box on line H of its Form 930-EZ or on
Part |, ine 2 of its Form 990-PF, to certify that it does not meet the filing requirements of Schedule B (Form 990, 990-EZ, or 990-PF)

For Paperwork Reduction Act Notice, see the Instructions for Form 990, 990-EZ, or 990-PF. Schedule B (Form 990, 990-EZ, or 990-PF) (2012)

JSA

2E1251 1 000
11/12/2013 9:56:14 AM PAGE 17




Schedule B (Form 980, 990-EZ, or 990-PF) (2012)

Page 2

Name of organization THE ROBERT AND JANICE MCNAIR FOUNDATION
D/B/A MCNAIR MEDICAL INSTITUTE

Employer identification number

76-6050185

Contributors (see instructions) Use duplicate copies of Part | if additional space is needed.

(a)
No.

(b)
Name, address, and ZIP + 4

{c)

Total contributions

(d)
Type of contribution

ROBERT C. MCNAIR

Person
Payroll
Noncash

(Complete Part Ii f there is
a noncash contribution )

53,135.

(a)
No.

(b)
Name, address, and ZIP + 4

()

Total contributions

(d)
Type of contribution

ROBERT C. MCNAIR

109 N. POST OAK LANE, STE.

BHOUSTON, TX 77024

24,615,600.

Person
Payroll
Noncash

(Complete Part Il f there I1s
a noncash contribution )

(a)
No.

(b)

Name, address, and ZIP + 4

()

Total contributions

(d)
Type of contribution

ROBERT C. MCNAIR

109 N. POST OAK LANE, STE. 600

HOUSTON, TX 77024

21,654,500.

Person
Payroll
Noncash -

(Complete Part Il if there 1s
a noncash contribution )

(a)
No.

(b)
Name, address, and ZIP + 4

(c)

Total contributions

(d)
Type of contribution

Person
Payroll
Noncash

(Complete Part Il f there Is
a noncash contribution )

(a)
No.

(b)
Name, address, and ZIP + 4

()

Total contributions

(d)
Type of contribution

Person
Payroll
Noncash

(Complete Part Il if there I1s
a noncash contribution )

(a)
No.

(b)
Name, address, and ZIP + 4

(c)

Total contributions

(d)
Type of contribution

Person
Payroll
Noncash

(Complete Part Il ff there 1s
a noncash contribution )

Jsa
2E1253 1 000

Schedule B (Form 890, 890-EZ, or 990-PF) (2012)

PAGE 18




Schedule B (Form 990, 990-EZ, or 990-PF) (2012)

Page 3

Name of organization THE ROBERT AND JANICE MCNAIR FOUNDATION

D/B/A MCNAIR MEDICAL INSTITUTE

Employer identification number
76-6050185

Noncash Property (see instructions). Use duplicate copies of Part Il if additional space is needed.

(a) No. (®) (c) @
from D ription of ash pro iven FMV (or estimate) Date received
Part | escription of noncash property g (see instructions)
UNDER_IRC_SEC. 7872, THE FOUNDATION IS _______
1 DEEMED TO EARN $53,135 AS A GRANT. THIS

OF_DEEMED _INTEREST EXPENSE. _________________ |$_ o ___= 53,135. [ _VARIOUS ____
(a) No. ® (e (d)
from Description of nol ) h iven FMV (or estimate) Date received
Part | P ncash property giv (see instructions) ve
730,000 SHARES OF KINDER MORGAN INC. _________
2 ("KMI") WERE CONTRIBUTED TO THE

24,615,600.

12/20/12

{a) No.
from
Part |

(b)

Description of noncash property given

{c)
FMV (or estimate)
(see instructions)

(d)

Date received

(a) No.
from
Part |

{b)

Description of noncash property given

(c)
FMV (or estimate)
(see instructions)

(d)

Date received

(a) No.
from
Part |

(b)
Description of noncash property given

{c)
FMV (or estimate)
(see instructions)

(d)

Date received

(a) No.
from
Part |

(b)

Description of noncash property given

(c)
FMV (or estimate)
{see instructions)

(d)

Date received

JSA
2E1254 1 000

Schedule B (Form 990, 890-EZ, or 990-PF) (2012)

PAGE 19




Schedule B (Form 990, 990-EZ, or 990-PF) (2012)

Page 4

Name of organization THE ROBERT AND JANICE MCNAIR FOUNDATION

D/B/A MCNAIR MEDICAL INSTITUTE

XX Exciusively religious, charitable, etc., individual contributions to section 501(c)(7), (8), or (10) organizations
that total more than $1,000 for the year. Complete columns (a) through (e) and the following line entry.

For organizations completing Part Ill, enter the total of exclusively religious, charitable, etc.,

contributions of $1,000 or less for the year. (Enter this information once. See instructions ) » $

Use duplicate copies of Part Il if additional space is needed.

Employer identification number
76-6050185

(a) No.
from
Part |

(b) Purpose of gift

{c) Use of gift

(e) Transfer of gift

Transferee's name, address, and ZIP + 4

Relationship of transferor to transferee

(a) No.
from
Part |

(e) Transfer of gift

Transferee's name, address, and ZIP + 4

Relationship of transferor to transferee

(a) No.
from
Part |

Transferee's name, address, and ZIP + 4

(e) Transfer of gift

{a) No.
from
Part |

Transferee's name, address, and ZIP + 4

(e) Transfer of gift

JSA
2E1255 1 000

Schedule B (Form 990, 990-EZ, or 990-PF) (2012)

PAGE 20




THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

FORM S990PF - GENERAL EXPLANATION ATTACHMENT

PART XI - RECONCILIATION OF FUND BALANCE
PART XI - RECONCILIATION OF FUND BALANCE

ON DECEMBER 17TH THE FOUNDATION RECEIVED AS A GRANT 730,000 SHARES OF
KINDER MORGAN INC ("KMI"). THE FMV OF THE KMI SHARES EXCEDED THE TAX
BASIS OF THE SHARES ON THE DATE OF GRANT BY $15,750,129. THE KMI SHARES
WERE IMMEDIATELY SOLD UPON RECEIPT.

11/12/2013 9:56:14 AM PAGE 21
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THE ROBERT AND JANICE MCNAIR FOUNDATION

FORM 990PF, PART I - INTEREST EXPENSE

REVENUE
AND
EXPENSES
DESCRIPTION PER BOOKS
INTEREST EXPENSE - ROBERT C
MCNAIR IMPUTED UNDER IRC SEC
7872 53,135.
TOTALS 53,135,

11/12/2013 9:56:14 AM

76-6050185

ATTACHMENT 7

PAGE 28
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 12

FORM 9S50PF, PART II - LOANS FROM OFFICERS, DIRECTORS, ETC.

LENDER: ROBERT C MCNAIR, TRUSTEE

ORIGINAL AMOUNT: 18,431, 968.

INTEREST RATE:

DATE OF NOTE: 02/01/2002

REPAYMENT TERMS: NON-INTEREST BEARING DEMAND NOTE

SECURITY PROVIDED: NONE

PURPOSE OF LOAN: CAPITAL FOR FDN INVESTMENTS AND CHARITABLE GRANTS
DESCRIPTION AND FMV CASH

OF CONSIDERATION:

BEGINNING BALANCE DUE ... ittt it iieirenencencnanensnsas 24,111,884.

ENDING BALANCE DUE ..ttt iteeteeeeeceenssesscnssensenocennns

TOTAL BEGINNING LOANS FROM OFFICERS, DIRECTORS, ETC. 24,111,884,

TOTAL ENDING LOANS FROM OFFICERS, DIRECTORS, ETC.
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 13

FORM 990PF, PART II - OTHER LIABILITIES

ENDING
DESCRIPTION BOOK VALUE
ACCRUED FEDERAL EXCISE TAX 317,848.
TOTALS 317,848.
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 14

FORM 990PF, PART IIT - OTHER INCREASES IN NET WORTH OR_FUND BALANCES

DESCRIPTION AMOUNT

YTD UNREALIZED GAIN (LOSS) FMV EQUITIES 3,912,571.

TOTAL 3,912,571,
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 15

FORM 990PF, PART III - OTHER DECREASES IN NET WORTH OR FUND BALANCES

DESCRIPTION AMOUNT

FMV GREATER THAN TAX BASIS OF SH GRANT

(KMI SHARES IMMEDIATELY SOLD) 15,750,129.

TOTAL ___15,750,129.

11/12/2013 9:56:14 AM
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- THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 16

FORM S90PF, PART VII-A -ACTIVITIES NOT PREVIOUSLY REPORTED TO THE IRS

DURING 2012, THE FOUNDATION FORMED MCNAIR MEDICAL INSTITUTE ("MMI"), A
SOLELY OWNED LIMITED LIABILITY COMPANY. MMI ENTERED INTO AN AGREEMENT
DURING 2012 WITH LEXICON PHARMACEUTICALS, INC. ("LEXICON") TO FUND THE

DEVELOPMENT FOR FINDING A CURE TO TYPE ONE DIABETES MELLITUS. SEE
ATTACHMENT WHERE THE RELATIONSHIP BETWEEN MMI AND LEXICON IS MORE
FULLY SET-FORTH AS REQUIRED FOR COMPLIANCE WITH THE INTERNAL REVENUE
CODE SEC. 4%945(H) (3) FOR EXPENDITURE RESPONSIBILITY.
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 17

FORM 990PF, PART VITI-A, LINE 3 - CONFORMED COPY OF THE CHANGES

ON FEBRUARY 15,2012 THE MCNAIR MEDICAL INSTITUTE ("MMI") WAS FORMED.
THE CERTIFICATE OF FORMATION WAS FILED WITH THE STATE OF TEXAS.

THE ROBERT AND JANICE MCNAIR FOUNDATION IS THE SOLE MEMBER OF MMI.
COPIES OF THE CERTIFICATE OF FILING,THE CERTIFICATE OF FORMATION OF
MCNAIR MEDICAL INSTITUTE, LLC (MMI) ARE ATTACHED.

11/12/2013 9:56:14 AM
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 18

FORM 9S0PF, PART VII-B, LINE 5C-EXPENDITURE RESPONSIBILITY STATEMENT

GRANTEE'S NAME: LEXTICON PHARMACEUTICALS INC

GRANTEE 'S ADDRESS: 8800 TECHNOLOGY FOREST PLACE

CITY, STATE & ZIP: THE WOODLANDS, TX 77381

GRANT DATE: 05/02/2012

GRANT AMOUNT: 1,702,000.

GRANT PURPOSE: SEE REPORT STATEMENT ADDENDUM ATTACHED.
AMOUNT EXPENDED: 1,554,500.

ANY DIVERSION? NO

DATES OF REPORTS:
VERIFICATION DATE:
RESULTS OF VERIFICATION:

11/12/2013 9:56:14 AM
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

990PF, PART VIII- COMPENSATION OF THE FIVE HIGHEST PAID PROFESSIONALS

ATTACHMENT 20

NAME AND _ ADDRESS TYPE OF SERVICE COMPENSATION

SNYDER CAPITAL MANAGEMENT LP INVESTMENT MANAGERS 80, 031.
100 SPEAR STREET, SUITE 1400

SAN FRANCISCO, CA 94105
SNYDER CAPITAL IS A SMALL CAP EQUITY MANAGER FOR THE FOUNDATION.

TOTAL COMPENSATION 80,031,
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THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 21

FORM 990PF, PART XV - NAME, ADDRESS AND PHONE FOR APPLICATIONS

MS. JOANIE HALEY

109 N. POST OAK LANE, STE. 600
HOUSTON, TX 77024
713-336-7814

11/12/2013 9:56:14 AM PAGE 43




THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

ATTACHMENT 22

S90PF, PART XV - RESTRICTIONS OR LIMITATIONS ON AWARDS

LIMITED BY GEOGRAPHY IN GENERAL TO HOUSTON, TX AREA AND BY FIELD IN
GENERAL TO EDUCATIONAL, MEDICAL, SCIENTIFIC & LITERARY APPLICATIONS

11/12/2013 9:56:14 AM
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THE ROBERT AND JANICE MCNAIR FOUNDATION

REPORT OF COMPLIANCE WITH EXPENDITURE RESPONSIBILITY REQUIREMENTS OF

I.R.C. SEC. 494‘5]h)’|3| AND REG. SEC. 53.4945-5(d)(2)

RETURN OF PRIVATE FOUNDATION (FORM 990-PF)

CALENDAR YEAR 2012

Name and address of grantee:

Lexicon Pharmaceuticals, Inc.

Attention: President and Chief Executive Office
8800 Technology Forest Place

The Woodlands, Texas 77381

Date and amount of grant:

The Clinical Development Funding Agreement between Lexicon Pharmaceuticals, Inc. (“Lexicon”) and the
McNair Medical Institute, L.L.C. (“MMI") became effective on May 2, 2012. The grant is divided into two
phases with the obligation for continuing the second phase at the sole discretion of MMI. The first phase
has a total budget of $1,702,000 whereas the cost of the second phase cost cannot exceed $7 million.

The purpose of the grant:

The purpose of the study is to perform a multicenter, randomized, placebo-controlled, double blind study
to evaluate the safety and efficacy of compound LX4211in subjects with inadequately controlled type 1
diabetes mellitus.

Amount expended by Lexicon:

As of December 31, 2012 MMI had funded $1,554,500 but $230,250, the last payment made in
December, 2012 and included in the $1,554,500, was designated by Lexicon for funding needs for the first
calendar quarter of 2013.

Non - diversion of grant funds by Lexicon from the purpose of the grant:

MM! believes that, to the best of its knowledge, no portion of the funds granted to Lexicon have been
diverted from the purpose of the grant.

Dates of reports received from Lexicon:

May 23, 2012: MMI-Lexicon Joint Development Committee Report
August 27, 2012: MMI-Lexicon Joint Develc;pment Committee Report

January 22, 2013: MMI-Lexicon Joint Development Committee Report

Need for MMI| independent verification of Lexicon reports:

MMI chose not to independently verify the accuracy of the Lexicon reports because it had no reason to
doubt the reliability of Lexicon's reports.

mcn.fdn.12.attach.expenditure.responsibilty.docx




Corporations Section
P.O.Box 13697
Austin, Texas 78711-3697

Hope Andrade
Secretary of State

Office of the Secretary of State
February 16, 2012

Capitol Services Inc
P O Box 1831
Austin, TX 78767 USA

RE: McNair Medical Institute, LLC
File Number: 801551746

It has been our pleasure to file the certificate of formation and issue the enclosed certificate of filing
evidencing the existence of the newly created domestic limited liability company (llc).

Unless exempted, the entity formed is subject to state tax laws, including franchise tax laws. Shortly,
the Comptroller of Public Accounts will be contacting the entity at its registered office for information
that will assist the Comptroller in setting up the franchise tax account for the entity. Information about
franchise tax, and contact information for the Comptroller’s office, is available on their web site at
bttp://window.state.tx.us/taxinfo/franchise/index.html.

The entity formed does not file annual reports with the Secretary of State. Documents will be filed
with the Secretary of State if the entity needs to amend one of the provisions in its certificate of
formation. It is important for the entity to continuously maintain a registered agent and office in
Texas. Failure to maintain an agent or office or file a change to the information in Texas may result in
the involuntary termination of the entity.

If we can be of further service at any time, please let us know.
Sinccrély,

Corporations Section

Business & Public Filings Division

(512) 463-5555

Enclosure

Come visit us on the internet at http://www.so0s.state. tx.us/
Phone: (512) 463-5555 Fax: (512) 463-5709 Dial: 7-1-1 for Relay Services
Prepared by: Rosa Arrellano TID: 10285 Document: 408915770003




Corporations Section
P.O.Box 13697
Austin, Texas 78711-3697

Hope Andrade
Secretary of State

Office of the Secretary of State

CERTIFICATE OF FILING
OF

McNair Medical Institute, LLC
File Number: 801551746

The undersigned, as Secretary of State of Texas, hereby certifies that a Certificate of Formation for the
above named Domestic Limited Liability Company (LLC) has been received in this office and has been
found to conform to the applicable provisions of law.

ACCORDINGLY, the undersigned, as Secretary of State, and by virtue of the authority vested in the
secretary by law, hereby issues this certificate evidencing filing effective on the date shown below.

The issuance of this certificate does not authorize the use of a name in this state in violation of the rights

of another under the federal Trademark Act of 1946, the Texas trademark law, the Assumed Business or
Professional Name Act, or the common law.

Dated: 02/15/2012

Effective: 02/15/2012

Hope Andrade
Secretary of State

Come visit us on the internet at http://www.sos.state.tx.us/
Phone: (512) 463-5555 Fax: (512) 463-5709 Dial: 7-1-1 for Relay Services
Prepared by: Rosa Arrellano TID: 10306 Document: 408915770003




FILED

In the Office of the
Secretary of State of Texas
Certificate of Formation
o FEB 15 2012
McNair Medical Institute, LLC . .
Corporations Section

This Certificate of Formation of McNair Medical Institute, LLC, having been duly
executed by the undersigned organizer, is being filed to form a limited liability company under
the Texas Limited Liability Company Law, part of the Texas Business Organizations Code, as
amended. :

Entity Name and Type

The filing entity being formed is a limited liability company. The name of the entity is
McNair Medical Institute, LLC (the “Company™).

Registered Agent and Registered Office

The initial registered agent is an organization by the name of Capitol Corporate Services,
Inc. The business address of the registered agent and the registered office address is 800 Brazos,
Suite 400, Austin, Texas 78701.

Governing Authority

The Company will have managers. The Company will be governed by its managers, and
the name and address of the initial manager are set forth below:

Name Address
Robert C. McNair 109 N. Post Oak Lane, Suite 600
Houston, Texas 77024
Purpose

The purpose for which the Company is formed is for the transaction of any and all lawful
purposes for which a limited liability company may be organized under the Texas Business
Organizations Code, subject to the additional restrictions contained in this Certificate of
Formation.

) lemental Information

(a) The Company is a nonprofit organization orgenized and operated exclusively for
charitable, educational and other tax exempt purposes within the meaning of Section 501(c)(3) of
the Internal Revenue Code of 1986, as amended (the “Code™). The Company is organized and
shall be operated exclusively to further the charitable purposes of its member.

(b)  The sole member of the Company shall be The Robert and Janice McNair Foundation
(the “Foundation™), an organization exempt from taxation under Section 501(c)(3) of the Code




(“Section 501(c)(3) Organization). The Foundation will expeditiously and vigorously enforce
all of its rights in the Company and will pursue all legal and equitable remedies to protect its
interests in the Company. Membership interests in the Company may not be transferred to any
transferee other than a Section 501(c)(3) Organization.

(c) The Company, interests in the Company other than membership interests, and Company
assets may only be availed of by or transferred to (whether directly or indirectly) any
nonmember other than a Section 501(c)(3) Organization in exchange for fair market value.

(d)  No part of the net earnings of the Company shall inure to the benefit of or be distributed
to any manager or other individual, partnership, estate, trust, or corporation having a personal or
private interest in the Company, Compensation for services actually rendered and
reimbursement for expenses actually incurred in attending to the affairs of the Company shall be
limited to reasonable amounts. No substantial part of the activities of the Company shall be
devoted to the carrying on of propaganda or otherwise attempting to influence legislation in a
manner or to an extent which would disqualify the Company for tax-exemption under Section
501(c)(3) of the Code. The Company shall not participate in or intervene in any political
campaign on behalf of or in opposition to any candidate for public office (including publishing
or distributing statements).

(¢) Notwithstanding any other provisions of this Certificate of Formation, the Company shall
not carry on any activity not permitted to be carried on by: (i) a Section 501(c)(3) Organization;
or, (ii) a company, contributions to which are deductible under Sections 170(a) and (c)(2), 2055,
and 2522 of the Code.

® In the event of dissolution, liquidation, or winding up of the affairs of the Company,
whether voluntary, involuntary, or by operation of law, after paying adequately or providing for
the debts, obligations, and liabilities of the Company, the remaining assets of the Company shall
be distributed to the Foundation or, if the Foundation does not exist at the time of such
dissolution, liquidation or winding up, another Section 501(c)(3) Organization,

(2 Any amendments to this Certificate of Formation shall be consistent with Section
501(c)(3) of the Code.

®) The Company shall not merge with or convert into a for-profit entity.

Organizer
The name and address of the organizer are as follows:

Name Address
Gregory K. Kondritz 109 N. Post Oak Lane, Suite 600
Houston, Texas 77024




Effectiveness of Filing
This document becomes effective when the document is filed by the Secretary of State.

Execution

The undersigned affirms that the person designated as registered agent has consented to
the appointment, The undersigned signs this document subject to the penalties imposed by law
for the submission of a materially false or frandulent instrument and certifies under penalty of
perjury that the undersigned is authorized to execute the filing instrument.

LAY
egory/K. Kohdritz, Organizer j

Date: February 15,2012




Acceptance of Appointment
and

Consent to Serve as Registered Agent
§5.201(b) Business Organizations Code

The following form may be used when the person designated as registesed agent in a registered agent
filing i3 an individual.

I acknowledge, accept and consent to my designation or appaintment as registered agent in Texas for

Name of representsd entily

1 am a resident of the state and understand thai it will be my responsibility to receive amy process,
notice, or demand that is served on me as thas registered agent of the represented entity; to forward
such o the represented entity; and to immediately notify the represented entity and submit a statement
of resignation to the Secretary of State if I resign.

x3

“Sgrature of reghtared agerd Printed nome of regicared agent Dats (auriadyyys)

The following form may be used when the person designated as registered agent in a registered agent
filing is an organization.

.ceptance of Appointment and Consent o Serve s Registered Agent

1 am authorized to act an behalf of Capitol Corporate Services, Inc.

Nams of orgaridzation deslgnated as registered agest
The organization is registered or otherwise authorized to do business in Texas. The organization
acknowledges, accepts and consents to its appointment or designation as registered agent in Texas for:
McNair Medical Institute, LLC

Name of represented entlly .

The organization takes responsibility to receive any process, notice, or demand that is served on the
organization as the registered agent of the represented entity; to forward such to the represented entity;
and to immediately notify the representad entity and submit a statement of resignation to the Secretary

of State if the organization resigns.
‘ Krista All, Asst. Secretary on behalf
x: Mﬂa of Capltol Corporate Services, Inc. 02/15/2012

Signature f person autborized to act on bekalf of orgauiration Printed nams of avtharbed parson Dats

Form 401-A 3




Limited Liability Company Agreement
of
McNair Medical Institute, LL.C

THIS LIMITED LIABILITY COMPANY AGREEMENT (this “Agreement”) of
McNair Medical Institute, LL.C, dated February 16, 2012, is adopted by the undersigned as the
initial member (the “Member”) of such limited liability company, for the regulation ard
management of such limited liability company pursuant to and in accordance with the Texas
Business Organizations Code (the “Code™), and hereby provides as follows:

1. Name. The name of the limited liability company is McNair Medical Institute,
LLC (the “Company™).

2. Purpose. The purpose for which the Company is formed is for the transaction of
any and all lawful purposes for which a limited liability company may be organized under the
Code, subject to the additional restrictions contained in the Certificate of Formation and this
Agreement.

3. Registered Office. The registered office of the Company in the State of Texas is
800 Brazos, Suite 400, Austin, Texas 78701.

4, Registered Agent. The name and address of the registered agent of the Company
for service of process on the Company in the State of Texas is Capitol Corporate Services, Inc.,
800 Brazos, Suite 400, Austin, Texas 78701.

5. Principal Office. The principal office of the Company (at which the books and
records of the Company shall be maintained) shall be at such location or locations as determined
by the Managers (as that term is defined herein).

6. Member. The name and mailing address of the Member is as follows:

The Robert and Janice McNair Foundation
109 N. Post Oak Lane, Suite 600
Houston, Texas 77024

7. Member Interestt The “Member Interest” of each Member shall be the
percentage set forth opposite such Member’s name on Exhibit A hereto. The Member Interests
shall be adjusted from time to time as additional capital contributions are made by the Members,
and as otherwise required, so that the Member Interest of each Member shall be equal to the total
capital contribution made by such Member over the total capital contributions made by all the
Members to the Company. From time to time the Members shall amend Exhibit A as necessary
to reflect the Member Interests and aggregate capital contributions of the Members,




8. Powers. The Company shall have the power and authority to take any and all
actions necessary, appropriate, proper, advisable, convenient or incidental to or for the
furtherance of the purposes set forth in Section 2 of this Agreement.

9. Term. The term of the Company shall commence on the date of the filing of the
Certificate of Formation in the Office of the Secretary of State of the State of Texas and shall be
perpetual, unless it is dissolved sooner as a result of: (a) the written election of the Members or
(b) any other event causing dissolution under the Code.

10.  Capital Contributions. Each Member, in proportion to its Member Interest, has
contributed to the Company such amount of money set forth opposite the Member’s name on
Exhibit A. Each Member, in proportion to its Member Interest, shall make additional capital
contributions if approved by all Members.

11. Management.

(a) Managers. Subject to the provisions of the Code and eny limitations in
this Agreement as to action required to be authorized or approved by the Members, the
business and affairs of the Company shall be managed and all its powers shall be
exercised by or under the direction of a Board of Managers. However, at any time the
Managers may appoint one or more officers pursuant to Section 12 of this Agreement,
and any such officers shall have the authority prescribed by the Managers and by the
provisions of this Agreement.

(b) Number, Classification and Qualifications of Managers.

@ The authorized number of Managers which shall constitute the
Board of Managers shall be at least one (1) but no more than five (5). The initial
number of Managers shall be three (3). The Members shall have the right to
change from time to time the authorized number of Managers.

(ii) A Manager must be a natural person who is at least eighteen (18)
years of age. .

(iii) The Members shall designate all Managers.

(c) Removal of Managers. Any Manager or the entire Board of Managers
may be removed at any time, with or without cause, by the Members.

(d) Majority Consent. A majority vote or consent of the Board of Managers
shall be required to authorize or approve any actions of the Board of Managers.

(e) Vacancies; Rwiénations.

@) A vacancy shall be deemed to exist in the case of the death,
resignation or removal, mental incompetence adjudged by a court of competent
jurisdiction in any state or country (including, without limitation, any territory,
dependency or possession of the United States of America), or conviction by any

2-




court in any state or country (including, without limitation, any territory,
dependency or possession of the United States of America) of any felony or any
misdemeanor involving moral turpitude of any Manager; or if the authorized
number of Managers be increased.

(ii) Any Manager may resign effective upon written notice to the
Members, unless the notice specifies a later time for the effectiveness of such
resignation.

(iii) The Members shall appoint or elect a successor thereto to take
office upon the departure of the vacating Manager or at such later time as shall be
designated by the Members.

® Initial Managers. The initial Managers to hold office from and after the
date of this Agreement until his or her removal pursuant to this Agreement or until his or
her successor is appointed and qualified pursuant to this Agreement are as follows:

Robert C. McNair
Janice S. McNair
Robert Cary McNair, Jr,

® Meetings of Managers., Meetings of the Board of Managers for any
purpose or purposes may be called at any time by any Manager.

(h) Quorum; Votes; Participation in Meetings by Conference Telephone
Permitted.

6)) Presence of seventy-five percent (75%) or more of the authorized
number of Managers at a meeting of the Board of Managers constitutes a quorum
for the transaction of business.

(i) Each Manager shall have one (1) vote.

(iii) Managers may participate in a meeting through use of conference
telephone or similar communications equipment, so long as all Managers
participating in such meeting can communicate with and hear one another.

12.  Officers.
(a) Appointment and Tenure.

@) The Mania:gers may, from time to time, designate officers of the
Company to carry out the day-to-day business of the Company.

(ii) The officers of the Company shall be comprised of one or more
individuals designated from time to time by the Managers. No officer need be a




resident of the State of Texas. Each officer shall hold his or her offices for such
terms and shall have such authority and exercise such powers and perform such
duties as shall be determined from time to time by the Managers. Any number of
offices may be held by the same individual. The salaries or other compensation,
if any, of the officers and agents of the Company shall be fixed from time to time
by the Managers.

(iii) The officers of the Company may consist of a president/chief
executive officer, a secretary and a treasurer. The Managers may also designate
one or more vice presidents, assistant secretaries, assistant treasurers, and medical
directors. The Managers may designate such other officers and assistant officers
and agents as the Managers shall deem necessary.

(b) Removal. Any officer may be removed as such at any time by the
Managers, either with or without cause, in the discretion of the Managers.

© President/Chief Executive Officer. The president/chief executive
officer, if one is designated, shall be the chief executive officer of the Company, shall
have general and active management of the day-to-day business and affairs of the
Company as authorized from time to time by the Managers and shall be authorized and
directed to implement all orders, resolutions and business plans adopted by the Managers.

(d)  Vice Presidents. The vice presidents, if any are designated, in the order
of their seniority, unless otherwise determined by the Managers, shall, in the absence or
disability of the president/chief executive officer, perform the duties and have the
authority and exercise the powers of the president/chief executive officer. They shall
perform such other duties and have such other authority and powers as the Managers may
from time to time prescribe.

(e) Secretary; Assistant Secretaries. The secretary, if one is designated,
shall perform such duties and have such powers as the Managers may from time to time
prescribe. The assistant secretaries, if any are designated, in the order of their seniority,
unless otherwise determined by the Managers, shall, in the absence or disability of the
secretary, perform the duties and exercise the powers of the Secretary. They shall
perform such other duties and have such other powers as the Managers may from time to
time prescribe.

® Treasurer; Assistant Treasurers. The treasurer, if one is designated,
shall have custody of the Company’s funds and securities and shall keep full and accurate
accounts and records of receipts, disbursements and other transactions in books belonging
to the Company, and shall deposit all moneys and other valuable effects in the name and
to the credit of the Company in such depositories as may be designated from time to time
by the Managers. The treasurer shall disburse the funds of the Company as may be
ordered by the Managers, taking proper vouchers for such disbursements, and shall
render the president/chief executive officer and the Managers, when so directed, an
account of all his or her transactions as treasurer and of the financial condition of the
Company. The treasurer shall perform such other duties and have such other powers as




the Managers may from time to time prescribe. If required by the Managers, the treasurer
shall give the Company a bond of such type, character and amount as the Managers may
require. The assistant treasurers, if any are designated, in the order of their seniority,
unless otherwise determined by the Managers, shall, in the absence or disability of the
treasurer, perform the duties and exercise the powers of the treasurer. They shall perform
such other duties and have such other powers as the Managers may from time to time
prescribe.

@ Medical Director, The medical directors, if any are designated, shall, in
the absence or disability of the president/chief executive officer, perform the duties and
have the authority and exercise the powers of the president/chief executive officer. They
shall perform such other duties and have such other authority and powers as the
Managers may from time to time prescribe.

13.  Distributions. The Company shall make cash distributions to the Members at
such times and in such amounts as determined by the Managers. Distributions shall be made to
the Members in proportion to their Member Interests.

14, Exculpation. NEITHER THE MEMBERS, THE MANAGERS, NOR ANY OWNER,
OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY, THE MEMBERS, OR THE MANAGERS SHALL BE
LIABLE, RESPONSIBLE OR ACCOUNTABLE IN DAMAGES OR OTHERWISE TO THE COMPANY, THE
MEMBERS OR THE MANAGERS FOR ANY ACTION TAKEN OR FAILURE TO ACT (EVEN IF SUCH ACTION
OR FAILURE TO ACT CONSTITUTED THE NEGLIGENCE OF A PERSON) ON BEHALF OF THE COMPANY
WITHIN THE SCOPE OF THE AUTHORITY CONFERRED ON THE PERSON DESCRIBED IN THIS AGREEMENT
OR BY LAW UNLESS SUCH ACT OR OMISSION WAS PERFORMED OR OMITTED FRAUDULENTLY OR
CONSTITUTED GROSS NEGLIGENCE OR WILLFUL MISCONDUCT. TO THE EXTENT THAT, AT LAW OR IN
EQUITY, THE MEMBERS, THE MANAGERS OR ANY OWNER, OFFICER, DIRECTOR OR EMPLOYEE OF THE
COMPANY, THE MEMBERS, OR THE MANAGERS HAVE DUTIES (INCLUDING FIDUCIARY DUTIES) AND
LIABILITIES RELATING TO THE COMPANY, THE MEMBERS, OR THE MANAGERS OR ANY OWNER,
OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY, THE MEMBERS, OR THE MANAGERS ACTING
UNDER THIS AGREEMENT SHALL NOT BE LIABLE TO THE COMPANY, THE MEMBERS, OR THE
MANAGERS FOR THEIR RELIANCE ON THE PROVISIONS OF THIS AGREEMENT. THE PROVISIONS OF
THIS AGREEMENT, TO THE EXTENT THAT THEY EXPAND OR RESTRICT THE DUTIES AND LIABILITIES
OF THE MEMBERS, THE MANAGERS OR ANY OWNER, OFFICER, DIRECTOR OR EMPLOYEE OF THE
COMPANY, THE MEMBERS, OR THE MANAGERS OTHERWISE EXISTING AT LAW OR IN EQUITY, ARE
AGREED BY THE MEMBERS TO REPLACE SUCH OTHER DUTIES AND LIABILITIES OF THE MEMBERS,
THE MANAGERS OR ANY OWNER, OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY, THE
MEMBERS, OR THE MANAGERS.

15. Indemnification.

) (a) TO THE FULLEST EXTENT PERMITTED BY LAW, THE MANAGERS AND THE
OFFICERS, DIRECTORS AND EMPLOYEES OF THE COMPANY AND THE MEMBERS AND
AFFILIATES THEREOF (INDIVIDUALLY, AN “INDEMNITEE”) SHALL BE INDEMNIFIED AND
HELD HARMLESS BY THE COMPANY FROM AND AGAINST ANY AND ALL LOSSES, CLAIMS,
DAMAGES, JUDGMENTS, LIABILITIES, OBLIGATIONS, PENALTIES, SETTLEMENTS AND
REASONABLE EXPENSES (INCLUDING LEGAL FEES) ARISING FROM ANY AND ALL CLAIMS,
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DEMANDS, ACTIONS, SUITS OR PROCEEDINGS, CIVIL, CRIMINAL, ADMINISTRATIVE OR
INVESTIGATIVE, IN WHICH THE INDEMNITEE MAY BE INVOLVED, OR THREATENED TO BE
INVOLVED, AS A PARTY OR OTHERWISE, BY REASON OF ITS STATUS AS (X) A MANAGER OF
THE COMPANY OR (Y) AN OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY OR THE
MEMBERS OR AN AFFILIATE THEREOF, REGARDLESS OF WHETHER THE INDEMNITEE
CONTINUES TO BE A MANAGER OR AN OFFICER, DIRECTOR OR EMPLOYEE OF A MEMBER OR
AN AFFILIATE THEREOF AT THE TIME ANY SUCH LIABILITY OR EXPENSE IS PAID OR
INCURRED, UNLESS THE ACT OR FAILURE TO ACT GIVING RISE TO INDEMNITY HEREUNDER
WAS PERFORMED OR OMITTED FRAUDULENTLY OR CONSTITUTED GROSS NEGLIGENCE OR
WILLFUL MISCONDUCT.

)] The Company may purchase and maintain insurance on behalf of the
Managers and such other persons as the Managers shall determine against any liability
that may be asserted against or expense that may be incurred by such person in
connection with the Company’s activities, regardless of whether the Company would
have the power to indemnify such person against such liability under the provisions of
this Agreement.

(©) Expenses incurred by any Indemnitee in defending any claim with respect
to which such Indemnitee may be entitled to indemnification by the Company hereunder
(including without limitation reasonable aftorneys’ fees and disbursements) shall, to the
maximum extent permitted by law, be advanced by the Company prior to the final
disposition of such claim, upon receipt of a written undertaking by or on behalf of such
Indemnitee to repay the advanced amount of such expenses unless it is determined
ultimately that the Indemnitee is entitled to indemnification by the Company under
Section 15(a).

(d) The indemnification provided in this Section 15 is for the benefit of the
Indemnitees and shall not be deemed to create any right to indemnification for any other
persons.

16.  Supplemental Information.

(a) The Company is a nonprofit organization organized and operated
exclusively for charitable, educational and other tax exempt purposes within the meaning
of Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Internal
Revenue Code™). The Company is organized and shall be operated exclusively to further
the charitable purposes of its Member.

(b)  The sole Member of the Company shall be The Robert and Janice McNair
Foundation (the “Foundation™), an organization exempt from taxation under Section
501(c)(3) of the Code (“Section 501(c)(3) Organization”). The Foundation will
expeditiously and vigorously enforce all of its rights in the Company and will pursue all
legal and equitable remedies to protect its interests in the Company. Membership
interests in the Company may not be transferred to any transferee other than a Section
501(c)(3) Organization. :




(o) The Company, interests in the Company other than membership interests,
and Company assets may only be availed of by or transferred to (whether directly or
indirectly) any nonmember other than a Section 501(c)(3) Organization in exchange for
fair market value.

(d)  No part of the net earnings of the Company shall inure to the benefit of or
be distributed to any Manager or other individual, partnership, estate, trust, or corporation
having a personal or private interest in the Company. Compensation for services actually
rendered and reimbursement for expenses actually incurred in attending to the affairs of
the Company shall be limited to reasonable amounts. No substantial part of the activities
of the Company shall be devoted to the carrying on of propaganda or otherwise
attempting to influence legislation in a manner or to an extent which would disqualify the
Company for tax-exemption under Section 501(c)(3) of the Code. The Company shall
not participate in or intervene in any political campaign on behalf of or in opposition to
any candidate for public office (including publishing or distributing statements).

(e) Notwithstanding any other provisions of this Certificate of Formation, the
Company shall not carry on any activity not permitted to be carried on by: (i) a Section
501(c)(3) organization or (ii) a company, contributions to which are deductible under
Section 170(a) and (c)(2), 2055, dand 2522 of the Internal Revenue Code.

(3] In the event of dissolution, liquidation, or winding up of the affairs of the
Company, whether voluntary, involuntary, or by operation of law, after paying
adequately or providing for the debts, obligations, and liabilities of the Company, the
remaining assets of the Company shall be distributed to the Foundation or, if the
Foundation does not exist at the time of such dissolution, liquidation or winding up,
another Section 501(c)(3) organization.

(g) Any amendments to this Certificate of Formation shall be consistent with
Section 501(c)(3) of the Internal Revenue Code.

(h) The Company shall not merge with or convert into a for-profit entity.

17. Amendments to the Agreement. This Agreement may be amended by the

unanimous consent of the Members; provided, however, that any amendment to this Agreement
must be in writing and signed by all of the Members.

18.  Governing Law. This Agreement shall be governed by, and construed under, the
laws of the State of Texas, all rights and remedies being governed by said laws.

[signature on following page]




IN WITNESS WHEREOQF, the undersigned has duly executed this Limited Liability
Company Agreement of the Company as of the date first above written.

MEMBER:

The Robert and Janice McNair Foundation

By: @QM g\\)&\'&w !X)\L

Robert C. McNair, as Trustee
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Exhibit A

Member Interests
Members Member Interest
The Robert and Janice McNair Foundation 100.00%

Initial Capital
Contribution

$1,000.00




Limited Liability Company Agreement
of
McNair Medical Institute, LLC

THIS LIMITED LIABILITY COMPANY AGREEMENT (this “Agreement”) of
McNair Medical Institute, LLC, dated February 16, 2012, is adopted by the undersigned as the
initial member (the “Member”) of such limited liability company, for the regulation and
management of such limited liability company pursuant to and in accordance with the Texas
Business Organizations Code (the “Code”), and hereby provides as follows:

1. Name. The name of the limited liability company is McNair Medical Institute,
LLC (the “Company™).

2, Purpose. The purpose for which the Company is formed is for the transaction of
any and all lawful purposes for which a limited liability company may be organized under the
Code, subject to the additional restrictions contained in the Certificate of Formation and this
Agreement.

3. Registered Office. The registered office of the Company in the State of Texas is
800 Brazos, Suite 400, Austin, Texas 78701.

4. Registered Agent. The name and address of the registered agent of the Company
for service of process on the Company in the State of Texas is Capitol Corporate Services, Inc.,
800 Brazos, Suite 400, Austin, Texas 78701.

5. Principal Office. The principal office of the Company (at which the books and
records of the Company shall be maintained) shall be at such location or locations as determined
by the Managers (as that term is defined herein).

6. Member. The name and mailing address of the Member is as follows:

The Robert and Janice McNair Foundation
109 N. Post Oak Lane, Suite 600
Houston, Texas 77024

7. Member Interest. The “Member Interest” of each Member shall be the
percentage set forth opposite such Member’s name on Exhibit A hereto. The Member Interests
shall be adjusted from time to time as additional capital contributions are made by the Members,
and as otherwise required, so that the Member Interest of each Member shall be equal to the total
capital contribution made by such Member over the total capital contributions made by all the
Members to the Company. From time to time the Members shall amend Exhibit A as necessary
to reflect the Member Interests and aggregate capital contributions of the Members.




8. Powers. The Company shall have the power and authority to take any and all
actions necessary, appropriate, proper, advisable, convenient or incidental to or for the
furtherance of the purposes set forth in Section 2 of this Agreement.

9. Term. The term of the Company shall commence on the date of the filing of the
Certificate of Formation in the Office of the Secretary of State of the State of Texas and shall be
perpetual, unless it is dissolved sooner as a result of: (a) the written election of the Members or
(b) any other event causing dissolution under the Code.

10.  Capital Contributions. Each Member, in proportion to its Member Interest, has
contributed to the Company such amount of money set forth opposite the Member’s name on
Exhibit A. Each Member, in proportion to its Member Interest, shall make additional capital
contributions if approved by all Members.

11. Management.

(a) Managers, Subject to the provisions of the Code and any limitations in
this Agreement as to action required to be authorized or approved by the Members, the
business and affairs of the Company shall be managed and all its powers shall be
exercised by or under the direction of a Board of Managers. However, at any time the
Managers may appoint one or more officers pursuant to Section 12 of this Agreement,
and any such officers shall have the authority prescribed by the Managers and by the
provisions of this Agreement.

() Number, Classification and Qualifications of Managers.

@ The authorized number of Managers which shall constitute the
Board of Managers shall be at least one (1) but no more than five (5). The initial
number of Managers shall be three (3). The Members shall have the right to
change from time to time the authorized number of Managers.

(i) A Manager must be a natural person who is at least eighteen (18)
years of age.

(iii) The Members shall designate all Managers.

(c) Removal of Managers. Any Manager or the entire Board of Managers
may be removed at any time, with or without cause, by the Members.

(d) Majority Consent. A majority vote or consent of the Board of Managers
shall be required to authorize or approve any actions of the Board of Managers.

(e) Vacancies; Resignations.

@ A vacancy shall be deemed to exist in the case of the death,
resignation or removal, mental incompetence adjudged by a court of competent
jurisdiction in any state or country (including, without limitation, any territory,
dependency or possession of the United States of America), or conviction by any




court in any state or country (including, without limitation, any territory,
dependency or possession of the United States of America) of any felony or any
misdemeanor involving moral turpitude of any Manager; or if the authorized
number of Managers be increased.

(i) Any Manager may resign effective upon written notice to the
Members, unless the notice specifies a later time for the effectiveness of such
resignation.

(iii) The Members shall appoint or elect a successor thereto to take
office upon the departure of the vacating Manager or at such later time as shall be
designated by the Members.

. '$3) Initial Managers. The initial Managers to hold office from and afier the
date of this Agreement until his or her removal pursuant to this Agreement or until his or
her successor is appointed and qualified pursuant to this Agreement are as follows:

Robert C. McNair
Janice S. McNair
Robert Cary McNair, Jr.

(® Meetings of Managers. Meetings of the Board of Managers for any
purpose or purposes may be called at any time by any Manager.

(h) Quorum; Votes; Participation in Meetings by Conference Telephone
Permitted.

4] Presence of seventy-five percent (75%) or more of the authorized
number of Managers at a meeting of the Board of Managers constitutes a quorum
for the transaction of business.

(ii) Each Manager shall have one (1) vote.

(iii) Managers may participate in a meeting through use of conference
telephone or similar communications equipment, so long as all Managers
participating in such meeting can communicate with and hear one another.

12, Officers.
(a) Appointment and Tenure.

() The Managers may, from time to time, designate officers of the
Company to carry out the day-to-day business of the Company.

(i) The officers of the Company shall be comprised of one or more
individuals designated from time to time by the Managers. No officer need be a
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resident of the State of Texas. Each officer shall hold his or her offices for such
terms and shall have such authority and exercise such powers and perform such
duties as shall be determined from time to time by the Managers. Any number of
offices may be held by the same individual. The salaries or other compensation,
if any, of the officers and agents of the Company shall be fixed from time to time
by the Managers.

(iii) The officers of the Company may consist of a president/chief
executive officer, a secretary and a treasurer. The Managers may also designate
one or more vice presidents, assistant secretaries, assistant treasurers, and medical
directors. The Managers may designate such other officers and assistant officers
and agents as the Managers shall deem necessary.

() Removal. Any officer may be removed as such at any time by the
Managers, either with or without cause, in the discretion of the Managers.

(c) President/Chief Executive Officer. The president/chief executive
officer, if one is designated, shall be the chief executive officer of the Company, shall
have general and active management of the day-to-day business and affairs of the
Company as authorized from time to time by the Managers and shall be authorized and
directed to implement all orders, resolutions and business plans adopted by the Managers.

(d)  Vice Presidents. The vice presidents, if any are designated, in the order
of their seniority, unless otherwise determined by the Managers, shall, in the absence or
disability of the president/chief executive officer, perform the duties and have the
authority and exercise the powers of the president/chief executive officer. They shall
perform such other duties and have such other authority and powers as the Managers may
from time to time prescribe.

(e Secretary; Assistant Secretaries. The sccretary, if one is designated,
shall perform such duties and have such powers as the Managers may from time to time
prescribe. The assistant secretaries, if any are designated, in the order of their seniority,
unless otherwise determined by the Managers, shall, in the absence or disability of the
secretary, perform the duties and exercise the powers of the Secretary. They shall
perform such other duties and have such other powers as the Managers may from time to
time prescribe.

® Treasurer; Assistant Treasurers. The treasurer, if one is designated,
shall have custody of the Company’s funds and securities and shall keep full and accurate
accounts and records of receipts, disbursements and other transactions in books belonging
to the Company, and shall deposit all moneys and other valuable effects in the name and
to the credit of the Company in such depositories as may be designated from time to time
by the Managers. The treasurer shall disburse the funds of the Company as may be
ordered by the Managers, taking proper vouchers for such disbursements, and shall
render the president/chief executive officer and the Managers, when so directed, an
account of all his or her transactions as treasurer and of the financial condition of the
Company. The treasurer shall perform such other duties and have such other powers as
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the Managers may from time to time prescribe. If required by the Managers, the treasurer
shall give the Company a bond of such type, character and amount as the Managers may
require. The assistant treasurers, if any are designated, in the order of their seniority,
unless otherwise determined by the Managers, shall, in the absence or disability of the
treasurer, perform the duties and exercise the powers of the treasurer. They shall perform
such other duties and have such other powers as the Managers may from time to time
prescribe.

® Medical Director. The medical directors, if any are designated, shall, in
the absence or disability of the president/chief executive officer, perform the duties and
have the authority and exercise the powers of the president/chief executive officer. They
shall perform such other duties and have such other authority and powers as the
Managers may from time to time prescribe.

13.  Distributions. The Company shall make cash distributions to the Members at
such times and in such amounts as determined by the Managers. Distributions shall be made to
the Members in proportion to their Member Interests.

14. Exculpation. NEITHER THE MEMBERS, THE MANAGERS, NOR ANY OWNER,
OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY, THE MEMBERS, OR THE MANAGERS SHALL BE
LIABLE, RESPONSIBLE OR ACCOUNTABLE IN DAMAGES OR OTHERWISE TO THE COMPANY, THE
MEMBERS OR THE MANAGERS FOR ANY ACTION TAKEN OR FAILURE TO ACT (EVEN IF SUCH ACTION
OR FAILURE TO ACT CONSTITUTED THE NEGLIGENCE OF A PERSON) ON BEHALF OF THE COMPANY
WITHIN THE SCOPE OF THE AUTHORITY CONFERRED ON THE PERSON DESCRIBED IN THIS AGREEMENT
OR BY LAW UNLESS SUCH ACT OR OMISSION WAS PERFORMED OR OMITTED FRAUDULENTLY OR
CONSTITUTED GROSS NEGLIGENCE OR WILLFUL MISCONDUCT. TO THE EXTENT THAT, AT LAW OR IN
EQUITY, THE MEMBERS, THE MANAGERS OR ANY OWNER, OFFICER, DIRECTOR OR EMPLOYEE OF THE
COMPANY, THE MEMBERS, OR THE MANAGERS HAVE DUTIES (INCLUDING FIDUCIARY DUTIES) AND
LIABILITIES RELATING TO THE COMPANY, THE MEMBERS, OR THE MANAGERS OR ANY OWNER,
OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY, THE MEMBERS, OR THE MANAGERS ACTING
UNDER THIS AGREEMENT SHALL NOT BE LIABLE TO THE COMPANY, THE MEMBERS, OR THE
MANAGERS FOR THEIR RELIANCE ON THE PROVISIONS OF THIS AGREEMENT. THE PROVISIONS OF
THIS AGREEMENT, TO THE EXTENT THAT THEY EXPAND OR RESTRICT THE DUTIES AND LIABILITIES
OF THE MEMBERS, THE MANAGERS OR ANY OWNER, OFFICER, DIRECTOR OR EMPLOYEE OF THE
COMPANY, THE MEMBERS, OR THE MANAGERS OTHERWISE EXISTING AT LAW OR IN EQUITY, ARE
AGREED BY THE MEMBERS TO REPLACE SUCH OTHER DUTIES AND LIABILITIES OF THE MEMBERS,
THE MANAGERS OR ANY OWNER, OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY, THE
MEMBERS, OR THE MANAGERS.

15. Indemnification.

, (a) TO THE FULLEST EXTENT PERMITTED BY LAW, THE MANAGERS AND THE
OFFICERS, DIRECTORS AND EMPLOYEES OF THE COMPANY AND THE MEMBERS AND
AFFILIATES THEREOF (INDIVIDUALLY, AN “INDEMNITEE”) SHALL BE INDEMNIFIED AND
HELD HARMLESS BY THE COMPANY FROM AND AGAINST ANY AND ALL LOSSES, CLAIMS,
DAMAGES, JUDGMENTS, LIABILITIES, OBLIGATIONS, PENALTIES, SETTLEMENTS AND
REASONABLE EXPENSES (INCLUDING LEGAL FEES) ARISING FROM ANY AND ALL CLAIMS,
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DEMANDS, ACTIONS, SUITS OR PROCEEDINGS, CIVIL, CRIMINAL, ADMINISTRATIVE OR
INVESTIGATIVE, IN WHICH THE INDEMNITEE MAY BE INVOLVED, OR THREATENED TO BE
INVOLVED, AS A PARTY OR OTHERWISE, BY REASON OF ITS STATUS AS (X) A MANAGER OF
THE COMPANY OR (Y) AN OFFICER, DIRECTOR OR EMPLOYEE OF THE COMPANY OR THE
MEMBERS OR AN AFFILIATE THEREOF, REGARDLESS OF WHETHER THE INDEMNITEE
CONTINUES TO BE A MANAGER OR AN OFFICER, DIRECTOR OR EMPLOYEE OF A MEMBER OR
AN AFFILIATE THEREOF AT THE TIME ANY SUCH LIABILITY OR EXPENSE IS PAID OR
INCURRED, UNLESS THE ACT OR FAILURE TO ACT GIVING RISE TO INDEMNITY HEREUNDER
WAS PERFORMED OR OMITTED FRAUDULENTLY OR CONSTITUTED GROSS NEGLIGENCE OR
WILLFUL MISCONDUCT.

(b) The Company may purchase and maintain insurance on behalf of the
Managers and such other persons as the Managers shall determine against any liability
that may be asserted against or expense that may be incurred by such person in
connection with the Company’s activities, regardless of whether the Company would
have the power to indemnify such person against such liability under the provisions of
this Agreement.

(c) Expenses incurred by any Indemnitee in defending any claim with respect
to which such Indemnitee may be entitled to indemnification by the Company hereunder
(including without limitation reasonable attorneys’ fees and disbursements) shall, to the
maximum extent permitted by law, be advanced by the Company prior to the final
disposition of such claim, upon receipt of a written undertaking by or on behalf of such
Indemnitee to repay the advanced amount of such expenses unless it is determined
ultimately that the Indemnitee is entitled to indemnification by the Company under
Section 15(a).

(d)  The indemnification provided in this Section 15 is for the benefit of the
Indemnitees and shall not be deemed to create any right to indemnification for any other
persons.

16.  Supplemental Information.

(@) The Company is a nonprofit organization organized and operated
exclusively for charitable, educational and other tax exempt purposes within the meaning
of Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Internal
Revenue Code”). The Company is organized and shall be operated exclusively to further
the charitable purposes of its Member.

(b)  The sole Member of the Company shall be The Robert and Janice McNair
Foundation (the “Foundation™), an organization exempt from taxation under Section
501(c)(3) of the Code (“Section 501(c)(3) Organization”). The Foundation will
expeditiously and vigorously enforce all of its rights in the Company and will pursue all
legal and equitable remedies to protect its interests in the Company. Membership
interests in the Company may not be transferred to any transferee other than a Section
501(c)(3) Organization.




(c) The Company, interests in the Company other than membership interests,
and Company assets may only be availed of by or transferred to (whether directly or
indirectly) any nonmember other than a Section 501(c)(3) Organization in exchange for
fair market value,

(d)  No part of the net earnings of the Company shall inure to the benefit of or
be distributed to any Manager or other individual, partnership, estate, trust, or corporation
having a personal or private interest in the Company. Compensation for services actually
rendered and reimbursement for expenses actually incurred in attending to the affairs of
the Company shall be limited to reasonable amounts. No substantial part of the activities
of the Company shall be devoted to the carrying on of propaganda or otherwise
attempting to influence legislation in a manner or to an extent which would disqualify the
Company for tax-exemption under Section 501(c)(3) of the Code. The Company shall
not participate in or intervene in any political campaign on behalf of or in opposition to
any candidate for public office (including publishing or distributing statements).

(e Notwithstanding any other provisions of this Certificate of Formation, the
Company shall not carry on any activity not permitted to be carried on by: (i) a Section
501(c)(3) organization or (ii) a company, contributions to which are deductible under
Section 170(a) and (c)(2), 2055, and 2522 of the Internal Revenue Code.

§3) In the event of dissolution, liquidation, or winding up of the affairs of the
Company, whether voluntary, involuntary, or by operation of law, after paying
adequately or providing for the debts, obligations, and liabilities of the Company, the
remaining assets of the Company shall be distributed to the Foundation or, if the
Foundation does not exist at the time of such dissolution, liquidation or winding up,
another Section 501(c)(3) organization.

® Any amendments to this Certificate of Formation shall be consistent with
Section 501(c)(3) of the Internal Revenue Code.

(b)  The Company shall not merge with or convert into a for-profit entity.
17. Amendments to the Agreement. This Agreement may be amended by the
unanimous consent of the Members; provided, however, that any amendment to this Agreement

must be in writing and signed by all of the Members.

18.  Governing Law. This Agreement shall be governed by, and construed under, the
laws of the State of Texas, all rights and remedies being governed by said laws.

[signature on following page]
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IN WITNESS WHEREOF, the undersigned has duly executed this Limited Liability
Company Agreement of the Company as of the date first above written.

MEMBER:

The Robert and Janice McNair Foundation .

ay: (La QX NI Y

Robert C. McNair, as Trustee
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Exhibit A

Member Interests

Members

The Robert and Janice McNair Foundation

Member Interest

100.00%

Initial Capital
Contribution

$1,000.00




THE ROBERT AND JANICE MCNAIR FOUNDATION 76-6050185

FORM 990-PF - PART IV

CAPITAL GAINS AND LOSSES FOR TAX ON INVESTI!IENT INCOME

ol Date Date sold
Kind of Property Description > acquired
Gross sale Depreciation Costor FMV Ad) basis Excess of Gain
price less allowed/ other as of as of FMV over or
expenses of sale allowable basis 12/31/69 12/31/69 adj basts (loss)
KINDER MORGAN INC ("KMI") NET LTCG D| 05/29/2007 12/17/2012
PROPERTY TYPE: SECURITIES
24845951. 9,095,800. 15750151.
SNYDER CAPITAL MGMNT NET LTCGS P
PROPERTY TYPE: SECURITIES
1,143,547. 1,055,958. 87,589.
SNYDER CAPITAL MGMNT NET STCG P
PROPERTY TYPE: SECURITIES
267,084. 198,495. 68,589.
GOLDMAN SACHS & CO - NET STCG P
PROPERTY TYPE: SECURITIES
126. 126.
TOTAL GAIN(LIOSS) .t it i v e el o aeieniieeeeeeeenoansoecsosannensenesnans 15906455.
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