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Item 1.01 Entry Into a Material Definitive Agreement.

On June 21, 2006, the Compensation Committee of the Board of Directors of Targacept, Inc. (the “Company”) approved an increase to the current base
salary of Alan A. Musso, the Company’s Vice President, Chief Financial Officer, Secretary and Treasurer, from $220,375 to $245,000 on an annualized basis.
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Date: June 27, 2006 /s/  Alan A. Musso

Alan A. Musso
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