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USA Capital investors sue private equity firm 
ZACK HALL  
RENO GAZETTE-JOURNAL  
Posted: 5/24/2007  
STORY CHAT(read or post comments) 
 
  
RENO -- Investors in the now bankrupt USA 
Capital are suing a New York-based private 
equity firm to regain control of their investments 
and recover damages, according to a complaint 
filed Monday. 
More than 50 Nevada limited liability 
corporations, which represent individual 
investors in USA Commercial Mortgage Co., 
filed a class-action lawsuit in the U.S. District 
Court in Reno against Compass Partners in an 
effort to remove the firm from control of the 
assets. 
Compass was the high bidder at a bankruptcy 
court auction in December and paid $67 million 
to USA Capital, which sought money from 
individual investors for short-term loans to 
developers, called trust-deed loans, for the right 
to service most of the outstanding loans. 
"Compass is attempting to further the scheme 
started by USACM: to profit with no risk, while 
astronomical risk inures to plaintiffs and other 
direct lenders," the plaintiffs allege in the court 
filing. 
A phone call to Compass' New York 
headquarters went unanswered on 
Wednesday. 
Kevin Darby, lawyer for the investors, said the 
investors cite a lack of communication with 
Compass and allege that Compass was 
receiving undisclosed payments from borrowers 
while investors were not getting all that was 
owed to them. 
Earlier this year, Nevada Mortgage Lending 
Division Commissioner Scott Bice revoked 
Compass' sub-servicer's license and issued 
Compass an order to cease and desist. 
Compass has since closed its Las Vegas office 
and no longer has a presence in the state, 
according to the investors. 
Darby said they have the right to terminate 
Compass under Nevada law. 
"Nevada law is clear that investors in a 
fractional loan, such as those brokered by 
USACM, have an absolute right to terminate a loan servicer if at least 51 percent of the investors 
agree," Darby said. 
"Here, the investors believed their interests were not being adequately protected or considered by 
Compass Partners. These folks unified in a way many believed was impossible and launched a 
true grass-roots effort to unite thousands of investors to ensure they control their own destiny. 
Those efforts resulted in an overwhelming majority of investors electing to terminate Compass." 
Las Vegas-based USA Capital, which had offices in Reno and Incline Village, took money from 
individual investors for short-term loans to developers. 
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The company was making monthly payments to investors on loans that were past due. USA 
Capital was managing $962 million in assets for nearly 6,000 investors when it filed for 
bankruptcy, according Associated Press reports. 
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