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A $ 300 million class-action lawsuit was filed yesterday against First Union Corp., alleging that the
bank used an in-house 401(k) plan to boost corporate profits rather than benefit employees.

The lawsuit, filed in U.S. District Court in Richmond by 18 former First Union employees, says that
100,000 current and former employees lost retirement earnings as a result of forced investments in First
irp5.6,17>Union mutual funds.

The suit seeks monetary damages for depriving employees of the ability to invest in better performing
and less expensive funds, removal of the First Union defendants as fiduciaries of the 401(k) plan and
appointment of an independent fiduciary to administer the plan.

"First Union will vigorously defend this lawsuit," said First Union spokeswoman Donna Smart. "We
have and will administer our plan for the benefit of the participants. Our plan provides participants with a
broad range of investor options which are prudently and appropriately selected."

The suit is similar to one filed in May on behalf of 5,000 former employees of Richmond-based Signet
Banking Corp. After acquiring Signet in 1997, Charlotte, N.C.-based First Union converted Signet's
investment options into First Union funds.

The Signet lawsuit alleges that First Union liquidated Signet's plan and transferred the money to First
Union's plan in order to charge fees, resulting in losses of at least $ 150 million. A hearing will be held in
U.S. District Court on Sept. 24.

Regarding the most recent case, First Union is "feathering its own nest," said Eli Gottesdiener, counsel
for the First Union plaintiffs with Sprenger & Lang in the District of Columbia.

By limiting investment options to First Union funds, the bank provides employees with a false choice,
"inflicting its own family of mutual funds on employees," Gottesdiener said.

The complaint also says that by forcing participants to choose First Union funds, the bank boosted the
size of the assets it manages and, thereby, achieved profits it could never have earned on its own.

First Union, which is the nation's sixth largest bank holding company, has assets of $ 230 billion. It
operates 77 branches in the Richmond area.
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