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14.  Describe the organizational action and, if applicable, the date of the action or the 

date against which stockholders' ownership is measured for the action. 
 
On September 2, 2021, pursuant to the Agreement and Plan of Merger, dated as of March 22, 
2021 (the “Merger Agreement”), by and among Renovacor, Inc. (f/k/a Chardan Healthcare 
Acquisition 2 Corp.) (“Acquiror”), a Delaware corporation, CHAQ2 Merger Sub, Inc., a direct 
wholly owned subsidiary of Acquiror (“Merger Sub”), and Renovacor Holdings, Inc. (f/k/a 
Renovacor, Inc.) (“Old Renovacor”), a Delaware corporation, Merger Sub merged with and into 
Old Renovacor, with Old Renovacor as the surviving corporation (the “Merger”). Upon 
consummation of the Merger, Old Renovacor became a wholly owned subsidiary of Acquiror 
and changed its name from “Renovacor, Inc.” to “Renovacor Holdings, Inc.”  Acquiror then 
changed its name from “Chardan Healthcare Acquisition 2 Corp.” to “Renovacor, Inc.”   
 
Defined terms used in the attachment that are not defined herein are as defined in the Merger 
Agreement, which can be found here 
<http://www.sec.gov/Archives/edgar/data/1799850/000119312521236673/d174118ddefm14a.ht
m#rom174118_41>.  The statements in this Attachment are addressed solely to U.S. persons 
who held the stock in Old Renovacor as a capital asset, and not to stock or options held with 
respect to employment.  Former stockholders of Old Renovacor should consult with their tax 
advisors on the tax treatment of the Merger to them. 
 
Section 8.03 of the Merger Agreement evidences the intent of the parties to treat the Merger as a 
reorganization as defined in section 368 of the Internal Revenue Code of 1986, as amended (the 
“Code.”)  The parties agreed to report  the Merger as a reorganization for tax purposes.  The 
parties did not request a ruling from the Internal Revenue Service on the treatment of the Merger, 
or obtain an opinion of counsel on the treatment.  The statements in this form 8937 assume that 
the Merger is a reorganization as defined in section 368 of the Code. 
 
Pursuant to the Merger Agreement, at the effective time of the Merger, the outstanding shares of 
Old Renovacor common stock and preferred stock were converted into the right to receive shares 
of Acquiror Common Stock, and, if earned, additional shares of Acquiror Common Stock as 
Earnout Consideration.    If in the exchange a former stockholder of Old Renovacor would have 
been entitled to a fractional share of Acquiror Common Stock, the stockholder received a cash 
payment, rounded down to the nearest whole cent, in an amount equal to the product of (a) the 
amount of the fractional share interest in a share of Acquiror Common Stock to which such 
holder otherwise would have been entitled multiplied by (b) an amount equal to the volume-
weighted average price of shares of Acquiror Common Stock for the 20 trading days prior to the 
date that was three business days prior to closing. 
 

http://www.sec.gov/Archives/edgar/data/1799850/000119312521236673/d174118ddefm14a.htm#rom174118_41
http://www.sec.gov/Archives/edgar/data/1799850/000119312521236673/d174118ddefm14a.htm#rom174118_41


15. Describe the quantitative effect of the organizational action on the basis of the 
security in the hands of a U.S. taxpayer as an adjustment per share or as a 
percentage of old basis. 

 
Assuming that the Merger qualifies as a reorganization, while it is not free from doubt, it is 
expected that the exchange of shares of Old Renovacor common stock and/or preferred stock for 
shares of Acquiror Common Stock (including the Earnout Consideration, if any) should not 
create any recognized gain or loss, except as with respect to (i) the cash received for fractional 
shares, and (ii) the imputed interest on the deferral of the Earnout Consideration, both as 
described below.  
 
A former stockholder of Old Renovacor who received cash in lieu of a fractional share of 
Acquiror Common Stock generally will be treated as having received such fractional share in the 
Merger and then as having sold such fractional share for cash. As a result, gain or loss will be 
recognized, based on the difference between the amount of cash received in lieu of the fractional 
share of Acquiror Common Stock and the tax basis allocated to such fractional share of Acquiror 
Common Stock. 
 
With respect to the Earnout Consideration, if realized, pursuant to Section 483 of the Code, a 
portion of the Acquiror Common Stock received will be treated as imputed interest and will be 
taxable as interest income when the Earnout Consideration is received.  The portion of Acquiror 
Common Stock that should be recharacterized as imputed interest is the difference between the 
fair market value of the Earnout Consideration, less the present value of the Earnout 
Consideration, using the semi-annual applicable federal rate in effect in March 2021.  
 
The aggregate  tax basis  of a former stockholder of Old Renovacor in the Acquirer Common 
Stock received in the Merger should be equal to the aggregate tax basis of the shares of Old 
Renovacor common stock and/or preferred stock exchanged in the Merger, less the basis of the 
shares of Old Renovacor common stock and/or preferred stock deemed repurchased for the 
fractional shares of Acquiror Common Stock, as described above.   A former stockholder of Old 
Renovacor should take a basis in the portion of Acquiror Common Stock that is characterized as 
imputed interest equal to the amount of the imputed interest. 
 
A former stockholder of Old Renovacor must allocate the aggregate tax basis in its shares of 
Acquiror Common Stock received in the Merger (as determined pursuant to the immediately 
preceding paragraph) across the total number of shares of Acquiror Common Stock it receives in 
the Merger, taking into account the Earnout Consideration, if any. If former stockholder of Old 
Renovacor acquired different blocks of Renovacor  stock at different times or at different prices, 
such holder’s tax basis in the shares of Acquiror Common Stock received in the Merger should 
be determined by reference to each separate block of Old Renovacor stock. The resulting tax 
basis will differ with respect to each former stockholder of Old Renovacor. 
 

16. Describe the calculation of the change in basis and the data that supports the 
calculation, such as the market values of securities and the valuation dates. 

 
See the response to Item 15 above.  



 
17. List the applicable Internal Revenue Code section(s) and subsection(s) upon which 

the tax treatment is based. 
 
Acquiror’s acquisition of Old Renovacor pursuant to the Merger is intended to qualify as a 
reorganization for U.S. federal income tax purposes within the meaning of Section 368(a) of the 
Code. As such, the U.S. federal income tax consequences to the former stockholders of Old 
Renovacor should be determined under Sections 354, 356, 358, 483, 1001, 1221, and 1223 of the 
Internal Revenue Code. 
 

18. Can any resulting loss be recognized? 
 
In general, assuming the Merger qualifies as a reorganization, no loss may be recognized, other 
than a loss of the cash received for fractional shares, as described above.  
 

19. Provide any other information necessary to implement the adjustment, such as the 
reportable tax year. 

 
The Merger is reportable in the stockholders tax year that includes that date of the Merger, 
September 2, 2021. The holding period for any shares of Acquiror Common Stock received by a 
former stockholder of Old Renovacor in the Merger should generally include the stockholder’s 
holding period in the shares of Old Renovacor stock exchanged for the Acquiror Common Stock, 
except for those shares of Acquiror Common Stock received pursuant to the Earnout 
Consideration which constitute imputed interest, as described above. The holding period of such 
shares of Old Renovacor stock should begin on the date those shares are received. 
 
 
 
 
 
 


