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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 13, 2012, the Compensation Committee of the Company’s Board of Directors
determined that no cash bonuses would be awarded to the Company’s executive officers under the incentive award program for fiscal 2011.

Also on January 13, 2012, the Compensation Committee established performance objectives and associated weightings for the incentive award program for
fiscal 2012. The performance objectives for 2012 include the achievement of specified goals with respect to: the execution of, or outcomes from, clinical
development of Company product candidates TC-5214, TC-5619, TC-6987 and AZD3480; a new drug application for TC-5214; business development activities;
and capital efficiency. The performance objectives include up to 60% 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 2012 is 160%.
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