





5. ITDs development program includes five clinical-stage product candidates. Two
of the Company's products, ADVEXIN and INGN 241 are in Phase 3 clinical trials. INGN 225, a
therapeutic p53 vaccine, is in Phase 1-2 clinical development for lung and breast cancer. INGN
234, a topical formulation for oral cancer prevention and treatment of oral pre-malignancies, is in
Phase 1-2 clinical development. INGN 401, a systemic nanoparticle tumor suppressor is in
Phase 1-2 clinical trials for metastatic lung cancer. ITI’s products have been used in more than
30 worldwide clinical studies involving hundreds of patients.

6. In June of 2008, ITI submitted a Biologics License Application to the United
States Food and Drug Administration (“USFDA”) requesting marketing approval for ADVEXIN
p53 therapy to treat recurrent, refractory head and neck cancer. Also in June, Gendux Molecular
Limited, a non-debtor European based Introgen subsidiary, submitted a Marketing Authorization
Application to the European Medicines Evaluation Agency for the same indication.

7. ITT also controls a broad intellectual property portfolio that includes more than
400 patent applications and issued patents for a variety of molecular therapy technologies and
adenovirus production, purification and formulation. ITI actively collaborates with numerous
academic centers of excellence and biotechnology industry partners.

B. Introgen Technical Services, Inc.

8. With over twelve years of biologics development and manufacturing experience,
the industry has turned to experts at Debtor ITS for process development, manufacturing, quality
systems, regulatory affairs, and clinical trial design. To get its customer’s products ready for
production, ITS has developed a line of services to ensure that its customer’s products being
tested in cell culture or animal studies can be made in sufficient quantity to supply future needs

in clinical trials and ultimately for commercial introduction. ITS controls many pending and
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issued patents for proprietary production processes, purification and formulation of gene-based
biopharmaceuticals. ITS has developed large scale methodologies for upstream and downstream
production processes, formulations that are safe and stable, and product release assays that
support product quality at a large scale. ITS has produced substantial lots of clinical grade
biologics.

9. ITS owns and operates state of the art cGMP manufacturing facilities that have
been selected by the Adenovirus Reference Material Working Group to produce adenovirus used
by researchers worldwide. Major pharmaceutical and biotechnology companies are using this
reference material to aid in developing their own products. ITS has participated in over 30
clinical trials worldwide with five clinical stage gene based product candidates, including two
Phase 3 product programs.

10. ITS has developed industrial production processes for consistent manufacture of
biological products that are transferable to the products of its customers. ITS can produce at
scales for preclinical and clinical testing as well as commercial scales. Production capabilities
developed over 10 years include both adherent and suspension cell processes. ITS has
established product & technology capabilities in adenovirus and other viral vector systems, non-
viral approaches, adherent and suspension cell culture systems up to 100L scale, large scale
ultra/diafiltration, chromatographic purification and formulation and lyophilization. In addition,
ITS offers fill and finish services such as stopper and vial procurement, sterile fill, and labeling.
Once a customer’s product is ready for use, ITS also provides materials management services
including storage, shipping and logistics support.

11.  Developers of new biopharmaceuticals often times find the manufacturing process

competing with the necessary focus needed on research studies. These challenges can delay
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getting promising products into the clinic because they cannot be made in sufficient amounts to
meet commercial needs. Through ITS’ own product development experience, ITS has assembled
an experienced and knowledgeable team to overcome the regulatory and clinical challenges to
ensure its customer’s products receive the best opportunity for success.
C. The Bankruptcies

12. After a regulatory setback earlier this year before the USFDA harmed the
prospects for a speedy approval of ITI’s experimental cancer drug, Advexin, in light of the
Debtors’ current financial state and the well publicized current market conditions, to benefit all
creditors, shareholders and other stakeholders, the Debtors filed these Chapter 11 cases to pursue
a reorganization. The Debtors expect to continue core activities pertaining to each of its business
units during the reorganization process, including focusing upon its contract manufacturing
business and anticipates emerging successfully from Chapter 11. As part of the reorganization
process, the Debtors have sought to retain Torreya Partners, L.L.C. (“Torreya Partners”) as
investment bankers to aid the Debtors in advertising and marketing for sale, portions of the
Debtors’ businesses and assets. The instant Motion is directed at the manufacturing assets held
by ITS (the “Assets”). A separate Motion will be filed regarding certain patent assets held by
ITIL

111,
Relief Requested and Supporting Authorities

13. The Debtors, in their business judgment, have determined that the best method for
maximizing the return on the Assets will be realized through a going concern sale through a
competitive sale process. That proposed process is described in detail herein. In order to ensure
that the Debtors are able to derive maximum value from the Assets, the Debtors wish to solicit
formal offers for the Assets. Given the nature of the assets and the number of potentially
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interested parties, the Debtors seek to adopt procedures at the outset of these cases that will
foster bidding among potential buyers without eliminating or discouraging any qualified bids for

the Assets. The proposed procedures shorten the periods and/or alter the procedures that

otherwise would be applicable to the sale of assets of the Debtors. The Court’s adoption of the

proposed procedures will help expedite the process of marketing the Assets to potential
purchasers. For clarity, this motion is not a Sale Motion, and only proposes to establish
procedures which will provide certainty for interested potential purchasers. The Debtors intend
ultimately to file one or more Motion(s) for Order Approving the Sale of Assets (the “Sale
Motion”) shortly after this Bid Procedures Motion. The Debtors intend to first request the Court
to approve this Bid Procedures Motion, then to conduct an auction of the Assets, and finally to
request the Court to approve the to-be-filed Sale Motion so that the transfer of the Assets to the
Successful Bidder may be completed and the Sale closed.
14. By this Bid Procedures Motion, the Debtors seek the entry of an order:

(a) authorizing and scheduling a public auction on a business day that shall

be determined prior to the hearing on this Motion (the “Auction”) for the

sale of the Assets, free and clear of all liens, claims, encumbrances, and

interests (the “Sale”);,

(b) approving bid procedures substantially as described herein, for the
submission of offers for the Assets; and

(c) approving the manner of notice of the Sale.
A proposed order shall be filed subsequent to the filing of this Motion. The relief requested by
the Debtors in his Bid Procedures Motion is predicated upon 11 U.S.C. §§ 105 and 363, and

Bankruptcy Rules 2002 and 6004.
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A, The Auction

15.  Pursuant to Federal Rule of Bankruptcy Procedure 6004(f)(1), a sale of a debtor’s
assets may be accomplished through public or private auction. The Debtors believe that a public
sale would be the most fair, transparent, and profitable method for selling the Assets, and
therefore seeks authority to conduct a public auction.

B. The Bid Procedures

16. The Debtors request that the Court authorize them, in accordance with the Bid
Procedures, to solicit Qualifying Bids for the Assets. The Debtors will hold the Auction at which
Qualifying Bidders, whose Qualifying Bids meet the requirements of the Bid Procedures, may
compete to offer bids that the Debtors will determine to be the highest and/or best offer for the
Assets. Such bids will be submitted to the Court for approval at the hearing to approve the Sale
Motion (the “Sale Hearing™).

17. Pursuant to the Bid Procedures, the Debtors seek to conduct the Auction
according to a schedule that is designed to provide prospective bidders with enough time to
(a) conduct due diligence and (b) prepare their bids. As such, the Bid Procedures preserve and
maximize value for the benefit of the Debtors’ estates and creditors. When bidding for the
Assets, all such bidders must abide by the Bid Procedures. The Debtors reserve the right, in their
reasonable business judgment, to (a) impose, at or prior to the Auction, additional terms and
conditions on a sale of the Assets consistent with the Bid Procedures Order, (b) extend the
deadlines set forth in the Bid Procedures no more than three business days; (c) adjourn the
Auction for no more than three business days; (d) adjourn the Sale Hearing in open court without
further notice; (e) withdraw from the Auction all or a portion of the Assets at any time prior to or

during the Auction or cancel the Auction; (f) reject all Qualifying Bids if no bid is, in the
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Debtors’ reasonable business judgment, for fair and adequate consideration; and (g) modify the
Bid Procedures, including, without limitation, any and all processes and rules regarding conduct
of activities at the Auction, including, among other things, the manner in which bids are
submitted and the permitted increments of such bids.

18.  The Debtors propose that the Court hold a hearing on any Sale Motion on the
fifteenth (15th) day following the date on which notice of the Sale Motion is served, or as soon
thereafter as the Court’s calendar will permit. (If the fifteenth (15th) day does not fall on an
available Court day, the Debtors will request a hearing date and time by contacting the Court’s
calendar clerk or law clerk prior to serving the Sale Motion.) Although this notice period is
slightly shorter than the typical twenty (20) days provided under Bankruptcy Rule 2002(a)(2)
and Local Bankruptcy Rule 9014, such period can be shortened for cause, and a shorter notice
period will allow the Debtors to sell the Assets more expeditiously, reduce administrative
expenses, and satisfy the timing demands of prospective purchasers, who often have financial or
operational reasons for closing a transaction quickly, and may have competing purchase
opportunities. One purpose of this motion is to provide advance notice of the Debtors’ intended
course so as to provide notice prior to the presentment of a definitive sale motion.

19. The Debtors propose that any objections to the Sale Motion be filed and served
such that they are received by counsel for the Debtors and counsel for the Official Committee of
Unsecured Creditors or the twenty largest unsecured creditors if a Committee has not been
appointed or hired counsel (the “Committee”) no later than seven (7) calendar days prior to the
hearing date. The Debtors further propose that they, and any other parties in interest, be

permitted, but not be required, to file a reply to any such objection, provided the reply is filed
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and served on the objecting parties such that it received no later than one (1) Court day prior to
the hearing on the Sale Motion.

20. The Debtors propose that any entity that becomes a “Qualified Bidder” will be
permitted to present a bid for the Assets under a Sale Motion at the Sale Hearing on such motion,
provided that such a bid is in excess of the amount paid by the initial proposed purchaser
(“Purchaser”) under the Sale Agreement, as more fully described below. In order to qualify as a
Qualified Bidder, a proposed bidder must deliver the written bid containing and complying with
following items to counsel for the Debtors, and counsel for the Committee or the twenty largest
unsecured creditors if a Committee has not been appointed or hired counsel, and counsel for the
Purchaser, three (3) business days prior to the Sale Hearing:

a. the bid must be marked to show changes against the Sale Agreement;

b. the bid must include a commitment to consummate the transaction within not
more than five (5) calendar days after the entry by the Court of the order approving the sale,
subject only to the satisfaction by the Debtors of their respective obligations to close;

c. the Qualified Bidder’s offer must be irrevocable until the Court enters an order
denying approval of such Qualified Bidder’s bid or an order approving the Qualified Bid of
another Qualified Bidder;

d. the bid must be at a price which exceeds the purchase price to be paid by the
Purchaser by a specified amount (“Initial Overbid”), to be predetermined by the Debtors in its
discretion and set forth in the Sale Motion, but not less than 5%;

e. the bid must be accompanied by a certified check or wire transfer in the amount
of 10% of the competing bidder’s offer, made payable to the Debtors, which Deposit shall be

held in a segregated interest bearing account, with the Deposits of the other bidders. The Deposit
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of the Winning Bidder will be held in such account until the earlier of the closing or termination
of the Sale Agreement. If the Debtors do not consummate the Sale Agreement for any reason
other than the Winning Bidder’s failure to consummate the sale, the Debtors’ sole obligation will
be to refund the Deposit to such Winning Bidder. Any Deposit made by the bidder that does not
become the Winning Bidder shall be returned, along with any accrued interest, following the
completion of the Sale Hearing;

f the bid must state the form of consideration for the assets being purchased,
including whether the purchase price will be paid in cash and/or freely saleable public securities
and, if any portion of the purchase price is to be paid in consideration other than cash, not that
such non-cash consideration is hereby deemed to be acceptable, the value of such other
consideration and the aggregate value of the bid; and

g the bid must be accompanied by evidence admissible under the Federal Rules of
Evidence demonstrating the competing bidder’s ability to consummate the proposed purchase
agreement and to provide adequate assurance of future performance to the non-debtors party
under any executory contract or unexpired leases to be assumed, if any, and assigned pursuant to
the purchase agreement. Each Qualifying Bidder shall be deemed to acknowledge and represent
in its Qualifying Offer that it has had an opportunity to inspect and examine the Assets and to
conduct any and all due diligence regarding the Assets prior to making its offer to the extent it
has deemed necessary and appropriate, that is has relied solely upon its own independent review,
investigation and/or inspection of any documents and/or Assets in making its bid, and that it did
not rely upon any written or oral statements, representations, promises, warranties or guaranties

whatsoever, whether express, implied, by operation of law or otherwise, regarding the Assets, or
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the completeness of any information provided in connection therewith or the Auction, except as
expressly stated in its Qualifying Offer.

21.  Prior to the Sale Hearing, the Debtors will determine which bidders have
submitted qualified bids based on the above criteria. The Debtors shall conduct the Auction of
the Assets on [Date To Be Determined] at the Bankruptcy Court or such other place as may be
appropriate under the circumstances. Only Qualifying Bidders shall be entitled to make a bid at
the Auction. Qualifying Bidders may participate in the Auction in person Prior to the Auction,
the Debtors shall evaluate each Qualifying Bid received and select the highest and best offer so
submitted, which shall constitute the opening bid for the Assets at the Auction. All bids made at
Auction for the Sale Property shall be in increments of at least $25,000. Upon the conclusion of
the Auction, the Debtors shall identify the Prevailing Bid and the “Runner-Up Bid,” if any, as
defined below. At the Sale Hearing, the Debtors shall present to the Court the Prevailing Bid,
and if applicable, the Runner-Up Bid, and request the entry of the Sale Order approving such
bid(s) subject to the terms thereof in a form reasonably satisfactory to counsel for the Prevailing
Bidder and Runner-Up Bidder. In the event no competing bid is presented at the Auction, then
the highest and best Qualifying Offer for the Sale Property shall constitute the “Final Accepted
Bid.” In the event no Final Accepted Bid is presented at the Auction, then the Debtors shall be
entitled to adjourn, postpone and/or cancel the Auction, without prejudice to conducting a
subsequent auction or taking any other action.

22. The Debtors, after consultation with the Committee may, but shall not be
obligated to, request that the Court determine at the Sale Hearing the next highest and best bid
for the Sale Property other than the prevailing Bid (the “Runner-Up Bid”). In the event the party
making the Final Accepted Bid refuses or is otherwise unable to close in accordance with the
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terms thereof within 11 business days after the entry of the Sale Order, then, in such event, the
Debtors, in its sole and absolute discretion may accept the Runner-Up Bid in writing to such
bidder within five (5) calendar days thereafter, in which case, the party submitting the Runner-
Up Bid (“Runner-Up Bidder”) shall be required to consummate the transactions contemplated in
the Runner-Up Bid at the purchase price so offered without further act, deed or order of Court
within the following five (5) calendar days after such acceptance. If the Debtors fail to timely
notify the Runner-Up Bidder, then the Runner-Up Bid shall be considered null and void and of
no legal effect whatsoever upon the Debtors’ return of the Deposit to such party which shall
occur within two (2) business days after the conclusion of such 5-day notice period, and each
party shall otherwise suffer their own losses, costs, expenses or damages arising out of, under or
related to the underlying asset purchase agreement.

23. The Debtors may, in their discretion, determine that a break up fee be payable to
the Purchaser if the Purchaser is willing and able to timely close the transaction to which it
agreed, the Purchaser did not default under the Sale Agreement, and some or all of the Assets are
sold to a third party, provided that the break up fee will not exceed three percent (3%) of the
purchase price of its bid and provided that the Winning Bidder pays more for the assets than the
Initial Purchase in an amount greater than the Initial Bid plus the break-up fee.

24, The Debtors believe that the Auction and proposed Bid Procedures will promote
active bidding from seriously interested parties and will identify the higher and/or best offer
available for the Assets. The proposed Bid Procedures will allow the Debtors to conduct the
Auction in a fair and efficient fashion that will encourage participation by financially capable
bidders who demonstrate the ability to close a transaction. The Debtors believe that the Bid
Procedures are sufficient to encourage bidding for the Assets, consistent with other procedures
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previously approved by this Court, and appropriate under the relevant standards governing
auction proceedings and bidding incentives in bankruptcy cases.
C. Notice of the Bid Procedures, Auction, and Proposed Sale

25. Federal Rule of Bankruptcy Procedure 2002(a)(2) requires that the debtor, the trustee,
all creditors and indenture trustees receive at least 20 days’ notice by mail of a proposed use, sale, or
lease of property of the estate other than in the ordinary course of business, “unless the court for cause
shown shortens the time or directs another method of giving notice.” The Debtors will serve a sale
motion, including the proposed form of sale agreement (“Sale Agreement”), and a summary description
of the proposed sale procedure described herein including any non-debtor parties to contracts or leases
to be assumed, if any, and assigned under the Sale Motion, to any parties, if any, known by the Debtors
to assert liens in the property being sold, and to lessors, if any, of non-residential real property in which
any assets are physically located. The Sale Motion will also be served on any other parties that have
been identified by the Debtors as having a potential interest in submitting a competing bid for the assets
that are the subject of the Sale Motion. Additionally, the Sale Motion will be served upon the U.S.
Trustee, the twenty largest unsecured creditors (or any committee appointed representing such
creditors), and any parties requesting notice.

WHEREFORE, the Debtors respectfully request that the Court enter an order
(a) authorizing and scheduling a public auction for the Sale of the Assets; (b) approving the
proposed Bid Procedures; and (c) approving the manner of the notice of auction and granting

such other and further relief as the Court may deem just and proper..
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Respectfully submitted,

BROWN MCCARROLL, L.LL.P.

111 Congress Avenue, Suite 1400
Austin, Texas 78701

(512) 472-5456

(512) 479-1101 (fax)

By:/s/ Patricia B. Tomasco
Patricia B. Tomasco
State Bar No. 01797600
Kell C. Mercer
State Bar No. 24007668

ATTORNEYS FOR DEBTORS

CERTIFICATE OF SERVICE

I hereby certify that on this 4™ day of December, 2008, a true and correct copy of the
foregoing pleading was served, via the Court’s CM/ECF notification system and/or regular first
class mail, on the parties set forth on the attached Service List.

/s/ Patricia B. Tomasco
Patricia Baron Tomasco
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