o 8937 Report of Organizational Actions

(December 2011) Affecting Basis of Securities OMB No. 1545-2224
Infemal Ra\trgsahesgwoa b See separate Inatructions,
EEZXYE _Reporting Issuer

1 issuer's name 2 Jssuer's employer identification nhumber {EIN)
Targacept. Inc, (now known as Catalyst Bioscience, ne.) 56-2020050

3 Nams of contact for additional information | 4 Telephone No. of contact 5 Emall addross of contact

Fletcher Payne 650-266-8654 FPayne@CatBio.com

€ Number and street {or P.O. box if mail Is not delivered to strest address} of contact 7 City, town, or post office, state, and Zip code of contact
250 Littlefield Ave. South San Francisco, CA 84080

8 Data of action 9 Classificatlon and deseription
August 20, 2015 Common Stock - Reverse stock split
10 CUSIP number 11 Serlal number{s) 12 Ticker symbol 13 Account number(s)

87611R306 TRGY

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

14  Describe tha organizational action and, if applicable, the date of the action or the date against which shareholders' ownership is measured for
the action ™ on August 20, 2015, prior to closing of their merger with Catalyst Biosciences, Targacept, Inc. completed a seven-for-one

reverse stock split, As a result of the stock split, every seven shares of Targacept common stock outstanding immediately prior to the

merger were combined and reclassified Into one share of Targacept common stock. No fractional shares were issued in connection

with the reserve stoch split, Instead cash, based on the cfosing price of Targacept common stock on The NASDAQ Global Select Market

an August 20, 2015, was issued in lieu of fractions of shares,

*15  Describe the quantitative effect of the crganizational action on the basis of the security in the hands of a 1.5, taxpayar as an adjustment per
share or as a percentage of old basis & as a resuit of the reverse stock spiit, Targacept sharehoiders will be required to allocate the
tax basis of their original shares held immodiately prior to the revarse stock split to their shares held after the reverse stock split.

16 Describe the saloulation of the change in basis and the data that supports the calculation, such as the market values of secizliles and the )
valuation dates - The faly market value of the split shares equals the fair market value of the original shares. Thevefore, the the seven-for

ane stock split increases the basis in each share of the underlying common stock by 7 times the origical basis. For example, if a

shareholder held 700 shares before the split with a tax basis of $2.00 per share , for tatal basis of $1,400.00, after the split the total basis

would still be $1,400.00 but they would only hold 100 shares each will a basis of $14.00. Shareholders who received cash in lieu of fractionals

shares will be treated as having sofd such fractional shares for cash. The amount of gain or loss recognized as a result of such ex¢hange

will be equal Lo the difference between the ratable portion of the basis that is allocated to the fraclional share and the cash received in lieu,

For Paparwork Reduction Act Notice, ses the separate Instructions. Cat, No. 37752F Form 8937 (12-2011)
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QOrganizational Action (continued)

{7  Listthe applicakle Internal Revenue Code section(s) and subsection{s) upon which the tax treatment Is based & The tax treatment with
raspect to the reverse stock split is determined pursuant to Internal Revenue Code sections 305{a), 354(a}(1), and 368(a}{1)(E). The impact on
shareholder's basis is determined pursuant to Internal Revenue Code sections 307(a) and 358(0)(1). The tax treatment to a sharehalder of
tha eash received In fieu of a fractional share is determined pursuant t¢ Internal Revenue Code section 302(a).

18 Can any resulting 1oss bé recognized? » No. The reserve stack split should ot constitule a taxable transaction, except to the extent of
any cash received in lieu of a fractional share.

19 Provide any other information necessary to implement the adjustment, such as the reportable tax year & The reportable tax year is 2015 for

calendar year taxpayers. For stockhglders reporting on & basls other than a calendar year, the reportable tax year is their year that includes
Augqust 20, 2015.

The above information does not constilute tax advice, nor does it purpert to be complets or to describe the consequences that may apply
to particular categories of shareholders. Therefore, shareholders are urged to consult their own legal, financial or {ax advisors with respect
to their individual tax consequences relating 1o this stock split.

fined this return, Including accompanying schiedules and statements, and to the best of my knowledge and

befief, i Is true, correct, and.complate, n of pfeparer {other than officer) is basad on all inlormation of which preparer hag any knowladge.
Sign ,
Here Signatura » M LB Data » ﬁ %é | f S’

Print your name P Fletcher Payna Tite» CFQ
Paid Print/Type preparer's name Pre?narer's signaure “L@ * Date Cheek [ ] i PTIN
Preparer Marsha J. Tice i\ q' la_q! 1 S-.‘ saif-amployed PO1358354
Use Only Firm's name ™ Tax Shared Services, Inc. Firm's EIN > 68-0504938

Firm's address » 1107 W, Market St., Greensboro, N¢ 27403 Fhone no, 336-574-3537

Send Farm 8937 (including accompanying statements) to: Department of the Treasury, internal Revenue Service, Qgden, UT 842010054




