
IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

In re: 
 
CONNECTIONS COMMUNITY 
SUPPORT PROGRAMS, INC., 
 

Debtor.1 

 Chapter 11 
 
 

Case No. 21-10723 (MFW) 
 
Related Docket No. 12 

 
OBJECTION BY THE UNITED STATES TO THE  

DEBTOR’S MOTION FOR ENTRY OF FINAL ORDER  
AUTHORIZING DEBTOR TO USE CASH COLLATERAL  

AND GRANTING RELATED RELIEF 
 

 The United States Department of Justice, on behalf of the United States Department of 

Agriculture (USDA) and its component agency Rural Housing Services (RHS), the United States 

Department of Housing and Urban Development (“HUD”), the United States Department of 

Veterans Affairs (“VA”) and the United States Department of Health and Human Services 

(“HHS”), and its component agencies the Centers for Medicare & Medicaid Services (“CMS”) 

and the Health Resources and Services Administration (“HRSA”), responds to the motion of 

Connections Community Support Programs, Inc. (the “Debtor”) requesting entry of a final order 

approving its use of cash collateral and granting related relief, and in support of this response, 

respectfully states as follows: 

1. The Debtor filed the present case on April 19, 2021 (the “Petition Date”). On 

April 20, 2021, the Debtor filed a motion (the “Motion”) seeking interim and final orders 

granting limited authority for the Debtor to use cash collateral, and seeking to provide adequate 

protection of the lien interests of Wilmington Savings Fund Society, FSB, a federal savings bank 

(“WFSF”), a prepetition secured creditor of the Debtor.   

                                                 
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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2. After a “first day hearing” on the Motion, the Court entered an Interim Order (the 

“Interim Order”) on April 22, 2021, granting the Motion on an interim basis and setting a final 

hearing on the Motion for May 18, 2021.2 

3. Prior to the Petition Date, USDA, acting through its component agency RHS, 

extended certain prepetition loans to the Debtor in the original aggregate principal amount of 

$8,170,000.00 (the “Prepetition RHS Loans”), pursuant to, among other documents, Loan 

Agreements executed by the Debtor on August 26, 2016 (in the amount of $6,050,000), October 

26, 2018 (in the amount of $500,000), and February 14, 2019 (in the amount of $1,620,000) (as 

amended, the “RHS Loan Agreements”).   

4. As of the Petition Date, the balance of principal, accrued interest, and associated 

costs and fees due to RHS under the RHS Loan Agreements was $7,655,385.66. 

5. In connection with the RHS Loan Agreements, the Debtor executed, and RHS 

caused to be recorded in local property records, deeds of trust against real property of the Debtor 

located at 1 East Street, Harrington, DE 19952, 9 Causey Avenue, Milford DE 19963 and 315 

Old Landing Road, Millsboro DE 19966 (together, the “Real Property Collateral”), perfecting 

first priority real property liens against the Real Property Collateral. 

6. The loan and security documents contained security agreements granting RHS 

certain liens against personal property of the Debtor located in the Real Property Collateral as 

well as in income, money and revenues derived therefrom, as well as all gross receipts, gifts, 

pledges, contract rights, accounts (including deposit accounts), money and general intangibles of 

the Debtor. Such security interests extended as well to the proceeds of all such collateral.  UCC-1 

                                                 
2  Shortly before the filing of this Objection, counsel for the United States was made aware that the Debtor is 
negotiating terms of a potential second interim cash collateral order, rather than seeking a final order on May 18, 
2021.  The United States reserves the right to amend this Objection if and to the extent necessary to incorporate 
responses relating to any potential second interim order. 
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financing statements were filed with the Delaware Department of State concerning such loan and 

security agreements on March 2, 2017, October 26, 2018, and May 17, 2019, naming the Debtor, 

as the debtor, and the United States acting for RHS as the secured party, and identifying the RHS 

liens against the collateral property and proceeds thereof.  

7. Thus, RHS’ liens are secured, in part, by property constituting cash collateral 

within the meaning set forth in section 363 of the United States Bankruptcy Code, 11 U.S.C. § 

101 et seq. (the “Bankruptcy Code”).  Its interests are entitled to adequate protection resulting 

from the imposition of the automatic stay or the Debtors' use, sale or lease of its prepetition 

collateral during the case. E.g. In re QHB Holdings LLC, 2009 Bankr. LEXIS 4720, *20 (Bankr. 

D. DE 2009).  (Multiple secured creditors entitled to adequate protection in the form of 

replacement liens and adequate protection payments). 

8. Prior to entry of the Interim Order, counsel for the United States notified the 

Debtor concerning potential interests in cash collateral, and the Interim Order reserved rights of 

USDA RHS to assert cash collateral interests in the case. 

9. Since the date of the Interim Order, counsel for the United States has 

communicated with counsel for the Debtor concerning terms of a final cash collateral order in 

the case. RHS has requested that such final order include provisions identifying the RHS liens 

and providing adequate protection to RHS in exchange for its consent to use of cash collateral. 

As of the time of the filing of this Response, the parties are negotiating provisions of a final 

order which would provide such protections.  

10. Among other protections, RHS has requested that the Debtor provide replacement 

and additional liens to RHS similar to those granted to WFSF, to the extent and priority of RHS’ 

prepetition liens. RHS has further requested the Debtor continue regular payments of principal, 

interest and other fees and expenses associated with the RHS loan and security documents.  
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Specifically, RHS has requested that the final order provide RHS with adequate protection in the 

form of: 

a. legal, valid, binding, continuing, enforceable, perfected, and non-avoidable, 
replacement liens against and security interests in all of the Debtor’s now 
existing or hereafter acquired real or personal property, but only to the same 
extent, validity and priority as the liens of RHS as of the Petition Date, which 
liens and security interests shall be (i) subject to the Carve-Out, and (ii) 
deemed perfected nunc pro tunc from the Petition Date without the need for 
RHS to file or serve any financing statement, notice or other document, or 
take any action which otherwise may be required to validate and perfect such 
liens. 
 

b. legal, valid, binding, continuing, enforceable, perfected, and non-avoidable, 
additional liens against and security interests in all of the Debtor’s now 
existing or hereafter acquired real or personal property, which liens and 
security interests shall be (i) junior in priority with respect to any property 
subject to a valid and perfected lien or security interest existing on the Petition 
Date or that is perfected thereafter as permitted under § 546(b), (ii) subject to 
the Carve-Out, and (iii) deemed perfected nunc pro tunc from the Petition 
Date without the need for RHS to file or serve any financing statement, notice 
or other document, or take any action which otherwise may be required to 
validate and perfect such liens. 

 
c. adequate protection payments consisting of monthly payment of all principal, 

interest, real estate taxes, insurance, required escrows, and reasonable fees, 
costs, and expenses, including reasonable attorneys’ fees and related expenses 
due or to be due to RHS under the Prepetition RHS Loan Agreements that are 
incurred as a result of or are in any way related to the Chapter 11 Case. 

 
11. The United States submits that the foregoing adequate protection requests are 

reasonable and necessary to adequately protect RHS from any diminution in the value of its cash 

collateral through the Debtor’s continuing use thereof during this case. RHS continues to discuss 

such provisions with the Debtor and other parties, and believes the parties can reach agreement 

concerning the treatment of its lien and cash collateral rights. RHS, however, objects to entry of 

a final order if, and to the extent that, such order fails to reference and protect its rights. 

12. In addition to the need for the final order to address RHS’ cash collateral rights, 

the United States submits that the post-petition lien rights of WFSF should not be permitted to 
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take priority over any lien rights of RHS existing on the petition date. The replacement and 

additional liens granted to WFSF in the Interim Order should be limited in priority such that any 

rights of RHS in the Debtor’s cash or other property continue with the same priority which 

existed prior to the case filing.  

13. The United States also submits that a final order must include provisions 

concerning program grant agreements between the Debtor and HUD and VA. The Debtor is 

party to several such grant agreements with HUD and VA, and it periodically receives and holds 

in trust grant funds for ultimate payment to, or on behalf of, intended recipients thereof. The 

Interim Order reflected that such funds are not property of Debtor’s bankruptcy estate or cash 

collateral, and the form of a second interim order shared with the United States shortly before 

this objection appears to contain the same language. The United States would object to entry of 

any further interim or final order to the extent it does not include such language. 

14. The United States also objects to entry of a final order which fails to contain 

provisions concerning the interests of HHS, CMS and HRSA.  The Debtor is party to a Part B 

Medicare Supplier Agreement with CSM, and the Interim Order included provisions reserving 

HHS, CMS and HRSA’s rights and defenses, including any rights of setoff, recoupment or 

counterclaims under applicable non-bankruptcy law.  It is well-settled that such rights create 

secured claims in favor of the United States entitled to priority over the liens of secured creditors 

of the Debtor.  See In re Metropolitan Hosp., 131 B.R. 283, 291 (E.D. Pa. 1991). Shortly before 

the filing of this Objection, the United States received a proposed second interim order 

containing the requested provisions.  It objects solely to ensure that any order contain such 

language.  
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15. For the foregoing reasons, the United States respectfully requests that the Court 

deny final approval of the Motion, or in the alternative that any final order be conditioned on 

inclusion of language addressing the issues raised in this Objection. 

Date: May 13, 2021    Respectfully submitted, 

JEFFREY BOSSERT CLARK   
 Acting Assistant Attorney General 

 
ELLEN W. SLIGHTS  
Assistant United States Attorney 
1007 Orange Street, Suite 700 
P.O. Box 2046 
Wilmington, Delaware 19899-2046 
 

       /s/Augustus T. Curtis     
RUTH A. HARVEY 
MARGARET NEWELL  
AUGUSTUS T. CURTIS 
Commercial Litigation Branch 
Civil Division 
United States Department of Justice  
P.O. Box 875 
Ben Franklin Station 
Washington D.C. 20044       
Tel. (202) 598-7524 
Fax (202) 307-0494 
augustus.t.curtis@usdoj.gov 
 
Attorneys for USDA, RHS, HUD,  
VA, HHS, CMS and HRSA 
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CERTIFICATE OF SERVICE 
 

I, Augustus T. Curtis, hereby attest that on May 13, 2021, I caused to be served a copy of 
this Objection by electronic service on the registered parties via the Court’s CM/ECF system and 
upon the following parties: 
 
• the Debtor, Connections Community Support Programs, Inc., 3812 Lancaster Pike, 
Wilmington, Delaware 19805 (Attn: Robert D. Katz, Chief Restructuring Officer 
(robert.katz@eisneramper.com)) 
 
• proposed counsel for the Debtor, Chipman Brown Cicero & Cole, LLP, Hercules Plaza, 1313 
North Market Street, Suite 5400, Wilmington, Delaware 19801 (Attn: William E. Chipman, Jr., 
Esquire (chipman@chipmanbrown.com), Mark L. Desgrosseilliers, Esquire 
(desgross@chipmanbrown.com)); 
 
• counsel to WSFS, Reed Smith, LLP, Three Logan Square, Suite 3100, 1717 Arch Street, 
Philadelphia, PA 19103 (Attn: Brian M. Schenker, Esquire (BSchenker@ReedSmith.com) and 
Derek M. Osei-Bonsu, Esquire (dosei bonsu@reedsmith.com)); and 1201 N. Market Street, Suite 
1500, Wilmington DE 19801 (Attn: Katelin A. Morales, Esquire (kmorales@reedsmith.com)) 
 
• proposed counsel to the Committee, Polsinelli PC, (Attn: Christopher A. Ward, Esquire 
(cward@polsinelli.com), Shanti M. Katona, Esquire (skatona@polsinelli.com), and Brenna A. 
Dolphin, Esquire (bdolphin@polsinelli.com)); 
 
• SSG Advisors, LLC, 300 Barr Harbor Drive, Suite 420, West Conshohocken, PA 19428 (Attn: 
J. Scott Victor (jsvictor@ssgca.com)); 
 
• Counsel for the State of Delawafre, Erin R. Fay, Bayard, 600 N. King Street, Suite 400 
Wilmington, DE 19801, efay@bayardlaw.com; 
 
• Counsel for Inperium, Joseph H. Huston, Jr. (No. 4035) David W. Giattino (No. 5614) 
STEVENS & LEE, P.C. 919 North Market Street, Suite 1300Wilmington, Delaware 19801 Tel: 
(302) 425-3310 | (302) 425-2608 Fax: (610) 371-7972 | (610) 371-7988 E-mail: 
jhh@stevenslee.com | dwg@stevenslee.com; and 
 
• Counsel for the United States Trustee, Rosa Sierra, J. Caleb Boggs Federal Building, 844 King 
Street, Suite 2207, Lockbox35, Wilmington, Delaware 19801 Email: rosa.sierra@usdoj.gov  
 
• Patient Care Ombudsman, Eric Huebscher, ehuebscher@huebscherconsulting.com 

Case 21-10723-MFW    Doc 108    Filed 05/13/21    Page 7 of 7


