
IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
 
In re: 
 
CONNECTIONS COMMUNITY 
SUPPORT PROGRAMS, INC.,1 
 

Debtor. 

) 
) 
) 
) 
) 
) 
) 
)
)
) 

 
Chapter 11 
 
Case No. 21-10723 (MFW) 
 
Objection Deadline:  
June 4, 2021 at 10:00 a.m. (by agreement) 
Hearing: June 8, 2021, at 2:00 p.m. 
 
Related to Docket No. 151 
 

LIMITED OBJECTION TO DEBTOR’S MOTION FOR ORDER APPROVING (A) THE 
SALE OF SOME OR ALL OF THE ASSETS OF THE DEBTOR; (B) AUTHORIZING 

ASSUMPTION AND ASSIGNMENT OF CERTAIN  EXECUTORY CONTRACTS AND 
UNEXPIRED LEASES IN CONNECTION WITH THE SALE; AND (C) GRANTING 

RELATED RELIEF, AND RESERVATION OF RIGHTS 

Delaware Affordable Housing Equity Fund L.P. (“Delaware Affordable Housing”), by 

counsel, states the following for its limited objection to, and reservation of rights in connection 

with, the motion of Connections Community Support Programs, Inc. (the “Debtor”) for entry of 

an order (a) authorizing the sale of some or all of the CCSP Assets2 to the Successful Bidder, 

free and clear of liens, claims, encumbrances, and other interests, (b) approving the assumption 

and assignment of the Assumed Contracts, and (c) granting related relief (the “Sale Motion”) 

[Docket No. 54]. 
 

INTRODUCTION 
 

1. Prior to the Petition Date, Delaware Affordable Housing, the Debtor and one of 

the Debtor’s subsidiaries, entered into a series of transactions in order to develop a 29 unit 

multifamily affordable housing property (“Clayton Street Apartments”) and operate Clayton 

Street Apartments to qualify for low income housing tax credits pursuant to Section 42 of the 

 
1 The Debtor in this chapter 11 case, along with the last four digits of its tax identification number, is as follows: 
Connections Community Support Programs, Inc. (3030).  The address of the Debtor’s corporate headquarters is 
3812 Lancaster Pike, Wilmington, Delaware 19805. 
2 Capitalized terms not otherwise defined herein shall have the meanings ascribed to such terms in the Sale Motion.  
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Internal Revenue Code for the benefit of Delaware Affordable Housing .  Delaware Affordable 

Housing contributed significant capital to fund the project development in exchange for an 

allocation of the low-income housing tax credits.  The structure of the transaction, set forth in 

more detail below, is complex and requires strict compliance with contractual provisions as well 

as state and federal laws and regulations. 

2. As part of the transaction structure, the Debtor owns an interest in the land under 

the property, a 0.01% ownership interest in the partnership that owns Clayton Street Apartments 

and 100% of the equity of the general partner of the partnership.  In addition, the Debtor has 

rights as a lessor in a ground lease with the partnership and a property management contract with 

the partnership and submanagement contract.   

3. Despite the fact that significant obligations and liabilities are associated with each 

of these assets, not all of the assets or the obligations associated therewith were disclosed in the 

Debtor’s Schedules and Statement of Financial Affairs. 

4. In fact, Delaware Affordable Housing did not even become aware of the Debtor’s 

chapter 11 filing or the proposed Sale until late last week. 

5. To be clear, Delaware Affordable Housing does not object to the Sale in the form 

and substance that has so far been disclosed to the Court and noticed on (most) parties in interest.  

Delaware Affordable Housing supports the Debtor’s efforts to preserve jobs and maintain 

services to the vulnerable population it serves.  However, Delaware Affordable Housing is 

compelled to lodge this limited objection because of potential changes to the Sale and the 

potential divestiture of additional assets in a manner that is neither “transparent” nor 

“competitive” as the Debtor had promised in the Sale Motion.  See Sale Motion, p. 4.  
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6. After communications with counsel for the Debtor and the Stalking Horse Bidder 

in the days since becoming aware of the bankruptcy filing and the Sale, Delaware Affordable 

Housing has learned that the Debtor intends to sell and/or assign certain of the assets associated 

with Partnership despite those assets not being identified in the Sale Motion, the APA or, in 

certain cases, even the Schedules. 

7. This proposed divestiture of estate assets without notice, without diligence, 

without marketing and without any consideration to the other parties to the low income tax credit 

transaction or the 20+ families living in the apartments is, at best, improper. 

8. Delaware Affordable Housing objects to the Sale to the extent it involves any 

assets, obligations or liabilities associated with Clayton Street Apartments.  In addition, 

Delaware Affordable Housing reserves its right to be heard and object to the Sale, as it may be 

amended or supplemented, on any other grounds available at law or pursuant to the various 

contracts and agreements with the Debtor and non-debtor entities. 

BACKGROUND 

9. Delaware Affordable Housing and Housing First II, Inc. (“HFII”) are parties to that 

certain First Amended and Restated Agreement of Limited Partnership dated as of August 26, 2013 

(the “LPA”) for Claymont Street Apartments, L.P. (the “Partnership”).  The Partnership owns the 

Claymont Street Apartments. 

10. Delaware Affordable Housing is the Investor Limited Partner in the Partnership 

and contributed significant capital to fund the development of Claymont Street Apartments in 

exchange for an allocation of the low income housing tax credits pursuant to the LPA.   

11. HFII is the General Partner in the Partnership having a 0.01% partnership interest 

pursuant to the LPA and is a wholly owned subsidiary of the Debtor. 
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12. The Debtor is a guarantor under the LPA and guaranteed the allocation and 

delivery of the low income housing tax credits to Delaware Affordable Housing as agreed to in 

the LPA  The Debtor also owns the ground under the Claymont Street Apartments and leases it 

to the Partnership and provided property management services to the Claymont Street 

Apartments.  The Debtor’s equity interest in HFII (and thereby its 0.01% limited partnership 

interest in the Partnership), the ground lease and the management and submanagement 

agreements are referred to herein, collectively, as the “Partnership Assets.” 

13. The LPA provides that upon the occurrence of any one or more Events of Default, 

as defined in the LPA, Delaware Affordable Housing has the right to remove and replace HFII as 

the General Partner.  The Events of Default include an Event of Bankruptcy with respect to a 

General Partner or a Guarantor.  An Event of Bankruptcy is defined under the LPA as the 

commencement by the General Partner or a Guarantor of a voluntary case under the federal 

bankruptcy laws. 

14. On April 19, 2021 (the “Petition Date”), the Debtor, the Guarantor under the 

LPA, filed a voluntary petition under Chapter 11 of Title 11 of the United States Code (the 

“Bankruptcy Code”) in this Court.  As a result of the bankruptcy filing, an Event of Default 

occurred and Delaware Affordable Housing is authorized to remove HFII, a non-debtor entity, as 

the General Partner of the Partnership. 

15. On April 21, 2021, the Debtor filed the Sale Motion in which it sought approval 

of certain bid procedures and authorization to sell the defined “Acquired Assets” to an affiliate of 

the Stalking Horse or another Successful Bidder.   

16. The Acquired Assets did not include any of the Partnership Assets.  

17. The Stalking Horse APA does not mention any of the Partnership Assets. 
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18. Based on the information provided to Delaware Affordable Housing, the Debtor 

has not provided any diligence materials regarding the Partnership Assets. 

19. Based on the information provided to Delaware Affordable Housing, the Stalking 

Horse Bidder is not offering any cash consideration or the assumption of any liabilities in 

connection with the Partnership Assets. 

20. If the Partnership Assets are included in the Sale, it will be without notice, 

diligence, marketing or transparency. 

OBJECTION 

21. Delaware Affordable Housing objects to the Transaction to the extent it involves 

any of the Partnership Assets. 

22. First, the Partnership Assets have not been fully disclosed, diligenced or 

marketed.  Delaware Affordable Housing understands that the Court will defer to the Debtor’s 

business judgment in connection with the Sale.  See, e.g., In re Filene’s Basement, LLC, 11-

13511 (KJC), 2014 WL 1713416, at *12 (Bankr. D. Del. Apr. 29, 2014) (“If a valid business 

justification exists, then a strong presumption follows that the agreement at issue was negotiated 

in good faith and is in the best interests of the estate”) (citations omitted); In re Johns-Manville 

Corp., 60 B.R. 612, 615–16 (Bankr. S.D.N.Y. 1986) (“a presumption of reasonableness attaches 

to a Debtor’s management decisions.”).  However, if the Debtor attempts to add the Partnership 

Assets into the sale at the last minute, their business judgment must be questioned.  There is 

simply nothing in the record to suggest that the Partnership Assets were contemplated to be part 

of the Sale nor is there any attempt to set forth business justification for doing so. 

23. Second, the Stalking Horse Bidder is not qualified to own or operate the 

Partnership Assets.  The Debtor had completed a lengthy administrative process and been 
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approved by the Delaware State Housing Authority (“DSHA”).  To put it simply, the Stalking 

Horse Bidder has not.  Furthermore, Delaware Affordable Housing conducted its own significant 

due diligence, underwriting, and review of the Debtor before agreeing to invest in Claymont 

Street Apartments. 

24. Third, to the extent the Debtor intended any of the Partnership Assets to be 

Designated Contracts, the Debtor failed to so designate by the Assumption and Assignment 

Service Deadline and, even if they had, would be unable to meet the requirements of section 365 

of the Bankruptcy Code to assume and assign such executory contracts and unexpired leases.  

See 11 U.S.C. § 365 (requiring the debtor to cure defaults and provide adequate assurance of 

future performance).  

25. Fourth, the Debtor has provided no basis for selling the Partnership Assets free 

and clear of liens, interests and encumbrances.  Section 363(f) of the Bankruptcy Code permits a 

debtor to sell property free and clear of another party’s interest in the property if:  (a) applicable 

nonbankruptcy law permits such a free and clear sale; (b) the holder of the interest consents; (c) 

the interest is a lien and the sale price of the property exceeds the value of all liens on the 

property; (d) the interest is the subject of a bona fide dispute; or (e) the holder of the interest 

could be compelled in a legal or equitable proceeding to accept a monetary satisfaction of its 

interest.  See 11 U.S.C. § 363(f).  None of those provisions have been met as to the Partnership 

Assets. 

26. Finally, if the Debtor does attempt to sell the Partnership Assets to the Stalking 

Horse Bidder, there will be unintended consequences for the parties to the LPA, the DHSA, the 

Stalking Horse Bidder and potentially the residents of the Claymont Street Apartments.  Even a 

cursory level of diligence of the transactions associated with the Clayton Street Apartments 
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would make the substantial risk and likely downside obvious to the Debtor and the Stalking 

Horse Bidder.  The Debtor will incur administrative expense claims and will significantly 

increase its unfunded or underfunded pool of general unsecured claims.  The non-debtor General 

Partner of the Debtor will still be subject to removal and replacement by the Investor Partner.  

The Successful Bidder will, because of their failure to obtain appropriate authorization from 

Delaware Affordable Housing under the Partnership Agreement and from DSHA and the 

Partnership’s lender, be in violation of the Partnership Agreement, DSHA regulations and a 

restrictive covenant agreed to with DHSA that encumbers the Clayton Street Apartments 

property.  This will have caused a default under the Partnership Agreement and the Partnership 

to default under its financing agreement and land covenants, thereby subjecting it to substantial 

liabilities and putting the Clayton Street Apartments in jeopardy.  Delaware Affordable 

Housing’s significant investment in Clayton Street Apartments will be for nothing if the 

remaining low income housing tax credits fail to materialize as a result of the Sale.  In addition, 

the Successful Bidder may not, and should not, be entitled to the protections offered under 

section 363(m) of the Bankruptcy Code. 

27. At this time, Delaware Affordable Housing is without sufficient information to 

determine whether the Debtor intends to include the Partnership Assets in the Auction or sell the 

Partnership Assets to the Stalking Horse Bidder or other Successful Bidder.  As a result, 

Delaware Affordable Housing objects to the Sale, objects to the inclusion of any of the 

Partnership Assets in the Auction and objects to any of the Partnership Assets being deemed a 

Designated Contract or, if so designated, objects to the assumption and assignment of such 

contracts or leases and objects to any cure or adequate assurance of future performance offered 

in connection therewith. 
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RESERVATION OF RIGHTS 

28. Delaware Affordable Housing reserves the right to object to the Sale Motion, the 

Sale, the sale or divesture of any of the Partnership Assets and/or the assumption and assignment 

of any executory contract or lease on any other grounds available at law or pursuant to the 

contracts with the Debtor and non-debtor entities. 

 WHEREFORE, Delaware Affordable Housing requests the Court to (i) deny the Sale 

Motion and prohibit the Sale or any divestiture of the Partnership Assets until such time as 

Delaware Housing Authority’s objection is resolved or otherwise overruled; and (ii) award such 

other relief as this Court deems appropriate. 

BIELLI & KLAUDER, LLC 
 

Dated: June 4, 2021 /s/ David M. Klauder  
David M. Klauder, Esquire (No. 5769)  
1204 N. King Street 
Wilmington, DE 19801 
Phone: (302) 803-4600 
Fax: (302) 397-2557 
Email: dklauder@bk-legal.com 

 
    - and - 

 
  KUTAK ROCK LLP 
 

Peter J. Barrett 
  901 E. Byrd Street, Suite 1000 
  Richmond, Virginia 23219 
  Phone: (804) 644-1700 
  Fax: (804) 783-6192 
  Email: peter.barrett@kutakrock.com 

   
      Counsel for Delaware Affordable Housing Equity 

Fund L.P. 
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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
 
In re: 
 
CONNECTIONS COMMUNITY 
SUPPORT PROGRAMS, INC.,1 
 

Debtor. 

) 
) 
) 
) 
) 
) 
) 
) 

 
Chapter 11 
 
Case No. 21-10723 (MFW) 
 
 

 
CERTIFICATE OF SERVICE 

 
 I, David M. Klauder, certify that on June 4, 2021, I caused a true and correct copy of the 

Limited Objection to Debtor’s Motion for Order Approving (A) the Sale of Some or All of the 

Assets of the Debtor; (B) Authorizing Assumption and Assignment of Certain Executory Contracts 

and Unexpired Leases in Connection with the Sale; and (C) Granting Related Relief, and 

Reservation of Rights to be served via electronic mail or first-class mail upon the attached service 

list. 

 
 

 
 

 
 

 

 

 

 

 

 

 
1 The Debtor in this chapter 11 case, along with the last four digits of its tax identification number, is as follows: 
Connections Community Support Programs, Inc. (3030).  The address of the Debtor’s corporate headquarters is 3812 
Lancaster Pike, Wilmington, Delaware 19805. 
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Dated: June 4, 2021 /s/ David M. Klauder  
David M. Klauder, Esquire (No. 5769)  
1204 N. King Street 
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Phone: (302) 803-4600 
Fax: (302) 397-2557 
Email: dklauder@bk-legal.com 

 
    - and - 

 
  KUTAK ROCK LLP 
 

Peter J. Barrett 
  901 E. Byrd Street, Suite 1000 
  Richmond, Virginia 23219 
  Phone: (804) 644-1700 
  Fax: (804) 783-6192 
  Email: peter.barrett@kutakrock.com 

   
      Counsel for Delaware Affordable Housing Equity 

Fund L.P. 
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SERVICE LIST 
 

Connections Community  
Support Programs, Inc. 

Robert D. Katz 
3812 Lancaster Pike 

Wilmington, Delaware 19805 
Robert.katz@eisneramper.com 

 

Cicero & Cole, LLP 
Chipman Brown, Esq. 

 Hercules Plaza, 1313 North Market Street 
Suite 5400, Wilmington, Delaware 19801 

chipman@chipmanbrown.com 

 

Cicero & Cole, LLP 
Mark L. Desgrosseilliers, Esq. 

 Hercules Plaza, 1313 North Market Street 
Suite 5400, Wilmington, Delaware 19801 

desgross@chipmanbrown.com 

Cicero & Cole, LLP 
Mark D. Olivere, Esq. 

 Hercules Plaza, 1313 North Market Street 
Suite 5400, Wilmington, Delaware 19801 

olivere@chipmanbrown.com 

 

Reed Smith, LLP 
Brian M. Schenker, Esq. 

 Three Logan Square, 
Suite 3100, 1717 Arch Street 

Philadelphia, PA 19103 
BSchenker@ReedSmith.com 

 

Reed Smith, LLP 
Derek M. Osei-Bonsu, Esq. 

 Three Logan Square, 
Suite 3100, 1717 Arch Street 

Philadelphia, PA 19103 
Dosei-bonsu@reedsmith.com 

Katelin A. Morales, Esq. 
1201 N. Market Street 

 Suite 1500  
Wilmington DE 19801 

kmorales@reedsmith.com 

 

Office of the United States Trustee 
Rosa Sierra, Esq. 

J. Caleb Boggs Federal Building 
844 King Street, Lockbox 35 
Wilmington, Delaware 19801 

Rosa.Sierra@usdoj.gov 
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