o 8937 ~ Report of Organizational Actions
{Decamber 2011) Affecting Basis of Securities OMB No. 1645-2224
Intemal Hwa?:\zehaszfr\?o? i b See separate instructions.
Reporting issuer

1 lssuer's name 2 Issuer's employer identification number (EIN}
Targacept, Inc. (now khown as Catalyst Bioscience, Inc.} §6-2020050

3 Namg of contast for additionaf information | & Telephona No. of contact & Emall address of contact
Fletcher Payne 6550-266-8654 FPayhe@CatBio.com

8 Number and street (or P.O. box if mall s not delivered to strest address} of contact 7 City, town, or post office, state, and Zip code of contact
260 Littlefield Ave. South San Francisco, CA 84080

8 Date of action 4 Ciassification and description
Auqust 19, 2015 Commaon Stock - distribution of redesmable convertable notes
10 CUSIP number 11 Serfal number(s) 12 Ticker symbol 13 Account number(s)

87611RAAB CBIO

Organizational Action Attach additional statements If needed. See back of form for additional questions.

14  Describe the organizational action and, it applicable, the date of the action or the date against which shareholders' ownership Is measured for
the action ™ on Augqust 19, 2015, in connection with their merger with Catalyst Bioscience, Ing. Targacept made a total

distribution of redeemable ¢onvertable notes with a value of $37,000,000 to it's shareholders. The distribution was $1.08 per share.

15  Describe the quantitative effect of the organizational action on the basis of the securty In the hands of a U.S, taxpayer as an adjustment per

share or as a psrcentage of old basis » Based on reasonable assumptions, Targacept, estimates that il has no Eamings & Profits {E&P).
Accordingly, pursuant to Internal Revenue Code section 301{c}(2) a portion of the distribution will be a return of capital. Generally, the
portion of the distribution on the stock that is treated as a return of capital should reduce the shareholder's tax basis in the shares of stock
up to a holder's adjusted basis in the stock, with any excess trealed as capital gain pursuant o Interpal Revenue Code section 301(c)(3).

18  Describe the calculation of the change in basls and the data that supports the calculation, such as the market values of securitles and the
valuaticn dates & af this time it cannot be dotermined what percent of the distibution is return of capital and what percent shoutd
be treated as capital gain.
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LU Organizational Action (continued)

17 List the applicable Internal Revenius Code section(s} and subsection(s) upon which the tax trealment is based b The tax treatment of the

distribution is primarily based on Internal Revenue Code sections 312 (Earnings & Profits) and 301 (Distributions).

18  Can any resulting loss be recognized? »  Not applicable

19 Provide any other information nacessary to implement the adjustment, such as the reportable tax year » The reportable tax year is 20156 for

calendar year taxpayers, For sharehelders reporting on a basis other than a calendar year, the reportable year is their year that includes

Augut 19, 2015,

The abova infermation does not constitule tax advice, nor does it purport to be camplete or to describe the conseguences that may apply

to particular categorles of sharehelders. Therefore, shareholders are urged to consult their own legal, financial or 1ax advisors with respect

to their individual tax consequences related to this distribution.

Under peneitios of perjury, | dectare that | havg.gxamined this return, including accompanying schedules and statements, and to the best of my knowledge and

bellef, it is true, correst,and-camplate. Paclargtio f preparar (other than officer) Is based on al information of which preparer has any knowiedge.
Sign Vo / 1 \
Here Signature » y \ M e Date > ﬁ 33 \S

e 1:3 u k4

Print your neme »_Fletcher Payne Titte > CFO -
Paid PrintFype proparer's name PR A oA ﬂ oy Gheck [] 1t FTIN
Preparer Marsha J, Tice bt} 3}1@ q {{Q :i ! K— salf-employed PO1356354

L)
Use Only Firm's name _»_Tax Shared Services, tne. \ Firm's EIN P 68-0504938
Fimn's address 1107 W. Market St., Greensborg, NG 27403 Phone na, 338-574-3537

Send Form 8937 {including accompanying statements}) to: Department of the Treasury Internal Revenus Service, Ogden, UT 84201-0054




