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EXHIBIT B 

FORM OF ESCROW AGREEMENT 

This Escrow Agreement is entered into as of _______________, 1998 by the 
undersigned State officials (on behalf of their respective Settling States), the undersigned 
Participating Manufacturers and ____________________ as escrow agent (the “Escrow 
Agent”). 

WITNESSETH: 

WHEREAS, the Settling States and the Participating Manufacturers have entered 
into a settlement agreement entitled the “Master Settlement Agreement” (the 
“Agreement”); and  

WHEREAS, the Agreement requires the Settling States and the Participating 
Manufacturers to enter into this Escrow Agreement. 

NOW, THEREFORE, the parties hereto agree as follows: 

SECTION 1. Appointment of Escrow Agent. 

The Settling States and the Participating Manufacturers hereby appoint 
______________________ to serve as Escrow Agent under this Agreement on the terms 
and conditions set forth herein, and the Escrow Agent, by its execution hereof, hereby 
accepts such appointment and agrees to perform the duties and obligations of the Escrow 
Agent set forth herein.  The Settling States and the Participating Manufacturers agree that 
the Escrow Agent appointed under the terms of this Escrow Agreement shall be the 
Escrow Agent as defined in, and for all purposes of, the Agreement. 

SECTION 2. Definitions. 

(a) Capitalized terms used in this Escrow Agreement and not 
otherwise defined herein shall have the meaning given to such terms in the Agreement. 

(b) “Escrow Court” means the court of the State of New York to 
which the Agreement is presented for approval, or such other court as agreed to by the 
Original Participating Manufacturers and a majority of those Attorneys General who are 
both the Attorney General of a Settling State and a member of the NAAG executive 
committee at the time in question. 

SECTION 3. Escrow and Accounts. 

(a) All funds received by the Escrow Agent pursuant to the terms of 
the Agreement shall be held and disbursed in accordance with the terms of this Escrow 
Agreement.  Such funds and any earnings thereon shall constitute the “Escrow” and shall 
be held by the Escrow Agent separate and apart from all other funds and accounts of the 
Escrow Agent, the Settling States and the Participating Manufacturers.   
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(b) The Escrow Agent shall allocate the Escrow among the following 

separate accounts (each an “Account” and collectively the “Accounts”):  

SUBSECTION VI(B) ACCOUNT  
SUBSECTION VI(C) ACCOUNT (FIRST) 
SUBSECTION VI(C) ACCOUNT (SUBSEQUENT) 
SUBSECTION VIII(B) ACCOUNT  
SUBSECTION VIII(C) ACCOUNT  
SUBSECTION IX(B) ACCOUNT (FIRST) 
SUBSECTION IX(B) ACCOUNT (SUBSEQUENT) 
SUBSECTION IX(C)(1) ACCOUNT  
SUBSECTION IX(C)(2) ACCOUNT  
SUBSECTION IX(E) ACCOUNT  
DISPUTED PAYMENTS ACCOUNT 
STATE-SPECIFIC ACCOUNTS WITH RESPECT TO EACH SETTLING 
STATE IN WHICH STATE-SPECIFIC FINALITY OCCURS. 

(c) All amounts credited to an Account shall be retained in such 
Account until disbursed therefrom in accordance with the provisions of this Escrow 
Agreement pursuant to (i) written instructions from the Independent Auditor; or 
(ii) written instructions from all of the following:  all of the Original Participating 
Manufacturers; all of the Subsequent Participating Manufacturers that contributed to such 
amounts in such Account; and all of the Settling States (collectively, the “Escrow 
Parties”).  In the event of a conflict, instructions pursuant to clause (ii) shall govern over 
instructions pursuant to clause (i). 

(d) On the first Business Day after the date any payment is due under 
the Agreement, the Escrow Agent shall deliver to each other Notice Party a written 
statement showing the amount of such payment (or indicating that no payment was made, 
if such is the case), the source of such payment, the Account or Accounts to which such 
payment has been credited, and the payment instructions received by the Escrow Agent 
from the Independent Auditor with respect to such payment.  

(e) The Escrow Agent shall comply with all payment instructions 
received from the Independent Auditor unless before 11:00 a.m. (New York City time) 
on the scheduled date of payment it receives written instructions to the contrary from all 
of the Escrow Parties, in which event it shall comply with such instructions. 

(f) On the first Business Day after disbursing any funds from an 
Account, the Escrow Agent shall deliver to each other Notice Party a written statement 
showing the amount disbursed, the date of such disbursement and the payee of the 
disbursed funds.   

SECTION 4. Failure of Escrow Agent to Receive Instructions. 

In the event that the Escrow Agent fails to receive any written instructions 
contemplated by this Escrow Agreement, the Escrow Agent shall be fully protected in 
refraining from taking any action required under any section of this Escrow Agreement 
other than Section 5 until such written instructions are received by the Escrow Agent. 

SECTION 5. Investment of Funds by Escrow Agent. 
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The Escrow Agent shall invest and reinvest all amounts from time to time 

credited to the Accounts in either (i) direct obligations of, or obligations the principal and 
interest on which are unconditionally guaranteed by, the United States of America; (ii) 
repurchase agreements fully collateralized by securities described in clause (i) above; (iii) 
money market accounts maturing within 30 days of the acquisition thereof and issued by 
a bank or trust company organized under the laws of the United States of America or of 
any of the 50 States thereof (a “United States Bank”) and having combined capital, 
surplus and undistributed profits in excess of $500,000,000; or (iv) demand deposits with 
any United States Bank having combined capital, surplus and undistributed profits in 
excess of $500,000,000.  To the extent practicable, monies credited to any Account shall 
be invested in such a manner so as to be available for use at the times when monies are 
expected to be disbursed by the Escrow Agent and charged to such Account.  Obligations 
purchased as an investment of monies credited to any Account shall be deemed at all 
times to be a part of such Account and the income or interest earned, profits realized or 
losses suffered with respect to such investments (including, without limitation, any 
penalty for any liquidation of an investment required to fund a disbursement to be 
charged to such Account), shall be credited or charged, as the case may be, to, such 
Account and shall be for the benefit of, or be borne by, the person or entity entitled to 
payment from such Account.  In choosing among the investment options described in 
clauses (i) through (iv) above, the Escrow Agent shall comply with any instructions 
received from time to time from all of the Escrow Parties.  In the absence of such 
instructions, the Escrow Agent shall invest such sums in accordance with clause (i) 
above.  With respect to any amounts credited to a State-Specific Account, the Escrow 
Agent shall invest and reinvest all amounts credited to such Account in accordance with 
the law of the applicable Settling State to the extent such law is inconsistent with this 
Section 5. 

SECTION 6. Substitute Form W-9; Qualified Settlement Fund. 

Each signatory to this Escrow Agreement shall provide the Escrow Agent with a 
correct taxpayer identification number on a substitute Form W-9 or if it does not have 
such a number, a statement evidencing its status as an entity exempt from back-up 
withholding, within 30 days of the date hereof (and, if it supplies a Form W-9, indicate 
thereon that it is not subject to backup withholding).  The escrow established pursuant to 
this Escrow Agreement is intended to be treated as a Qualified Settlement Fund for 
federal tax purposes pursuant to Treas. Reg. § 1.468B-l.  The Escrow Agent shall comply 
with all applicable tax filing, payment and reporting requirements, including, without 
limitation, those imposed under Treas. Reg. § 1.468B, and if requested to do so shall join 
in the making of the relation-back election under such regulation.   
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SECTION 7. Duties and Liabilities of Escrow Agent. 

The Escrow Agent shall have no duty or obligation hereunder other than to take 
such specific actions as are required of it from time to time under the provisions of this 
Escrow Agreement, and it shall incur no liability hereunder or in connection herewith for 
anything whatsoever other than any liability resulting from its own gross negligence or 
willful misconduct.  The Escrow Agent shall not be bound in any way by any agreement 
or contract between the Participating Manufacturers and the Settling States (whether or 
not the Escrow Agent has knowledge thereof) other than this Escrow Agreement, and the 
only duties and responsibilities of the Escrow Agent shall be the duties and obligations 
specifically set forth in this Escrow Agreement. 

SECTION 8. Indemnification of Escrow Agent. 

The Participating Manufacturers shall indemnify, hold harmless and defend the 
Escrow Agent from and against any and all losses, claims, liabilities and reasonable 
expenses, including the reasonable fees of its counsel, which it may suffer or incur in 
connection with the performance of its duties and obligations under this Escrow 
Agreement, except for those losses, claims, liabilities and expenses resulting solely and 
directly from its own gross negligence or willful misconduct.   

SECTION 9. Resignation of Escrow Agent. 

The Escrow Agent may resign at any time by giving written notice thereof to the 
other parties hereto, but such resignation shall not become effective until a successor 
Escrow Agent, selected by the Original Participating Manufacturers and the Settling 
States, shall have been appointed and shall have accepted such appointment in writing.  If 
an instrument of acceptance by a successor Escrow Agent shall not have been delivered 
to the resigning Escrow Agent within 90 days after the giving of such notice of 
resignation, the resigning Escrow Agent may, at the expense of the Participating 
Manufacturers (to be shared according to their pro rata Market Shares), petition the 
Escrow Court for the appointment of a successor Escrow Agent. 

SECTION 10.  Escrow Agent Fees and Expenses. 

The Participating Manufacturers shall pay to the Escrow Agent its fees as set forth 
in Appendix A hereto as amended from time to time by agreement of the Original 
Participating Manufacturers and the Escrow Agent.  The Participating Manufacturers 
shall pay to the Escrow Agent its reasonable fees and expenses, including all reasonable 
expenses, charges, counsel fees, and other disbursements incurred by it or by its 
attorneys, agents and employees in the performance of its duties and obligations under 
this Escrow Agreement.  Such fees and expenses shall be shared by the Participating 
Manufacturers according to their pro rata Market Shares. 

SECTION 11.  Notices.   

All notices, written instructions or other communications to any party or other 
person hereunder shall be given in the same manner as, shall be given to the same person 
as, and shall be effective at the same time as provided in subsection XVIII(k) of the 
Agreement. 
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SECTION 12.  Setoff; Reimbursement. 

The Escrow Agent acknowledges that it shall not be entitled to set off against any 
funds in, or payable from, any Account to satisfy any liability of any Participating 
Manufacturer.  Each Participating Manufacturer that pays more than its pro rata Market 
Share of any payment that is made by the Participating Manufacturers to the Escrow 
Agent pursuant to Section 8, 9 or 10 hereof shall be entitled to reimbursement of such 
excess from the other Participating Manufacturers according to their pro rata Market 
Shares of such excess. 

SECTION 13.  Intended Beneficiaries; Successors.   

No persons or entities other than the Settling States, the Participating 
Manufacturers and the Escrow Agent are intended beneficiaries of this Escrow 
Agreement, and only the Settling States, the Participating Manufacturers and the Escrow 
Agent shall be entitled to enforce the terms of this Escrow Agreement.  Pursuant to the 
Agreement, the Settling States have designated NAAG and the Foundation as recipients 
of certain payments; for all purposes of this Escrow Agreement, the Settling States shall 
be the beneficiaries of such payments entitled to enforce payment thereof.  The 
provisions of this Escrow Agreement shall be binding upon and inure to the benefit of the 
parties hereto and, in the case of the Escrow Agent and Participating Manufacturers, their 
respective successors.  Each reference herein to the Escrow Agent or to a Participating 
Manufacturer shall be construed as a reference to its successor, where applicable.   

SECTION 14.  Governing Law.   

This Escrow Agreement shall be construed in accordance with and governed by 
the laws of the State in which the Escrow Court is located, without regard to the conflicts 
of law rules of such state. 

SECTION 15.  Jurisdiction and Venue.   

The parties hereto irrevocably and unconditionally submit to the continuing 
exclusive jurisdiction of the Escrow Court for purposes of any suit, action or proceeding 
seeking to interpret or enforce any provision of, or based on any right arising out of, this 
Escrow Agreement, and the parties hereto agree not to commence any such suit, action or 
proceeding except in the Escrow Court.  The parties hereto hereby irrevocably and 
unconditionally waive any objection to the laying of venue of any such suit, action or 
proceeding in the Escrow Court and hereby further irrevocably waive and agree not to 
plead or claim in the Escrow Court that any such suit, action or proceeding has been 
brought in an inconvenient forum. 
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SECTION 16.  Amendments.   

This Escrow Agreement may be amended only by written instrument executed by 
all of the parties hereto that would be affected by the amendment.  The waiver of any 
rights conferred hereunder shall be effective only if made in a written instrument 
executed by the waiving party.  The waiver by any party of any breach of this Agreement 
shall not be deemed to be or construed as a waiver of any other breach, whether prior, 
subsequent or contemporaneous, of this Escrow Agreement, nor shall such waiver be 
deemed to be or construed as a waiver by any other party. 

SECTION 17.  Counterparts.   

This Agreement may be signed in any number of counterparts, each of which 
shall be an original, with the same effect as if the signatures thereto and hereto were upon 
the same instrument.  Delivery by facsimile of a signed counterpart shall be deemed 
delivery for purposes of acknowledging acceptance hereof; however, an original executed 
Escrow Agreement must promptly thereafter be delivered to each party. 

SECTION 18.  Captions.   

The captions herein are included for convenience of reference only and shall be 
ignored in the construction and interpretation hereof. 

SECTION 19.  Conditions to Effectiveness. 

This Escrow Agreement shall become effective when each party hereto shall have 
signed a counterpart hereof.  The parties hereto agree to use their best efforts to seek an 
order of the Escrow Court approving, and retaining continuing jurisdiction over, the 
Escrow Agreement as soon as possible, and agree that such order shall relate back to, and 
be deemed effective as of, the date this Escrow Agreement became effective.   

SECTION 20.  Address for Payments. 

Whenever funds are under the terms of this Escrow Agreement required to be 
disbursed to a Settling State, a Participating Manufacturer, NAAG or the Foundation, the 
Escrow Agent shall disburse such funds by wire transfer to the account specified by such 
payee by written notice delivered to all Notice Parties in accordance with Section 11 
hereof at least five Business Days prior to the date of payment.  Whenever funds are 
under the terms of this Escrow Agreement required to be disbursed to any other person or 
entity, the Escrow Agent shall disburse such funds to such account as shall have been 
specified in writing by the Independent Auditor for such payment at least five Business 
Days prior to the date of payment.   

SECTION 21.  Reporting. 

The Escrow Agent shall provide such information and reporting with respect to 
the escrow as the Independent Auditor may from time to time request. 

IN WITNESS WHEREOF, the parties have executed this Escrow Agreement as 
of the day and year first hereinabove written. 

[signature blocks] 
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APPENDIX A 

Schedule Of Fees And Expenses 

 


