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Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)
Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)
Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))
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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

(e) As previously disclosed, Targacept, Inc. (the “Company”) maintains an incentive award program under which all of its employees, including its executive
officers, are eligible to receive an annual cash incentive bonus. On January 17, 2011, the Compensation Committee of the Company’s Board of Directors
determined the achievement level at which cash bonuses would be awarded under the incentive award program for fiscal 2010 to be 72.2%. As a result, the
Company’s named executive officers were awarded bonuses in the following amounts:

J. Donald deBethizy President and Chief Executive Officer $159,634
Alan A. Musso Senior Vice President, Finance and Administration, Chief Financial Officer and Treasurer $ 63,501
Geoffrey C. Dunbar Senior Vice President, Clinical and Regulatory Affairs and Chief Medical Officer $ 69,596
Jeffrey P. Brennan Senior Vice President, Business and Commercial Development and Chief Business Officer $ 64,998
Peter A. Zorn Senior Vice President, Legal Affairs, General Counsel and Secretary $ 58,615

Also on January 17, 2011, the Compensation Committee established performance objectives and associated weightings for the incentive award program for
fiscal 2011. The performance objectives for 2011 include the achievement of specified goals with respect to: the execution of, or outcomes from, clinical or non-
clinical development of Company product candidates TC-5214, TC-5619 and TC-6987; the licensing of TC-5619 by AstraZeneca; the advancement of Company
product candidate AZD3480 or AZD1446; preclinical research, business development and alliance management activities; and capital efficiency. The
performance objectives include up to 40% in additional weighting associated with events considered by the Compensation Committee to be particularly
challenging or to require exceptional cross-functional performance and that, if achieved, would be expected to provide substantial benefit to the Company and its
stockholders. As a result, the aggregate weight ascribed to all of the performance objectives for 2011 is 140%.
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