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1 || LOEB & LOEB LLP
BARNEY GIVEN (SBN 134718)
2 || bgiven@loeb.com
10100 Santa Monica Blvd.
3 || Suite 2200
Los Angeles, CA 90067
4 || Telephone: 310-282-2000
. Facsimile:  310-282-2200
Attorneys for Debtor
6 || and Debtor-in-Possession
7
8 UNITED STATES BANKRUPTCY COURT
9 FOR THE EASTERN DISTRICT OF CALIFORNIA
10 SACRAMENTO DIVISION
11
12 || Inre: Case No. 24-23489-B-11
13 | SUKHRAJ S. PAMMA dba SUKHRAJ S. Chapter 11
PAMMA FARMS,
14 DEBTOR’S MOTION FOR ENTRY
Debtor OF AN ORDER (I) AUTHORIZING
15 THE DEBTOR TO SURCHARGE
PROCEEDS OF AGWEST
16 PROPERTIES SALE, AND (II)
7 GRANTING RELATED RELIEF
8 DC No.: BRG-18
Date: September 23, 2025
19 Time: 11:00 a.m.
Place: 501 I Street, 6th Floor
20 Courtroom 32
Sacramento, CA
21
Judge:  Hon. Christopher D. Jaime
22
23 _ i o .
Sukhraj S. Pamma, the Debtor and Debtor-in-Possession in the above-captioned
24
case (the “Debtor”), by and through counsel, files this motion (the “Meotion”) pursuant to
25
sections 105(a) and 506(c) of title 11 of the United States Code (the “Bankruptcy
26
Code”), for entry of an order authorizing the Debtor to surcharge the proceeds of the sale
27
(the “Sale”) of the AgWest Properties (defined below). By this Motion, the Debtor seeks
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1 || to surcharge the proceeds (the “Proceeds”) of the Sale on account of accrued and unpaid
2 || expenses, including professional fees and expenses relating thereto, incurred in connection
3 || with the administering the AgWest Properties until the successful Sale for the period from
4 | the Petition Date through June 11, 2025 (the “Surcharge Period”). The secured creditor
5 || asserting a first lien on the Proceeds is AgWest Farm Credit, FLCA (“AgWest”). In
6 || support of the Motion, the Debtor, by and through his undersigned counsel, respectfully
7 || states as follows: |
8 PRELIMINARY STATEMENT
9 1. The Debtor, with the assistance and efforts of counsel, successfully
10 || consummated a Sale of the AgWest Properties for $13,200,000, which was $5,400,000
11 | higher than the initial stalking horse bid of $7,800,000. The Sale resulted from the
12 || Debtor’s diligent maintenance of the AgWest Properties in advance of the Sale from the
13 || diligent efforts of counsel and the Debtor in engaging with prospective buyers in
14 || advance of a robust auction followed by further efforts to ensure the Sale actually closed.
15 2. The Debtor could not have consummated the Sale and could not have
16 || maximized the value of the AgWest Properties without the substantial assistance
17 || provided counsel and by the incurrence of operating expenses by the Debtor’s related
18 || entities. Specifically, during the Surcharge Period:
19 a. the Debtor incurred no less than $75,000.00 in professional fees and
20 || expenses, which relate directly to maximizing the value of the AgWest Properties through
21 || the Sale, which remain unpaid. In this regard, Loeb and Loeb saved AgWest over
22 || $400,000.00 in broker fees had broker’s been used in connection with these sales; and
23 b. the Debtor and his related entities incurred $1,135,290.43 in expenses
24 | as itemized on Exhibit A attached hereto needed to maintain the Debtors’ assets in order
25 || to effectuate the ultimate Sale (the foregoing items (a) and (b) together are the
26 || “Surcharge Expenses”).
27
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1 3. By this Motion, the Debtor seeks to surcharge the Proceeds for all

2 || Surcharge Expenses.

3 JURISDICTION AND VENUE

4 4. This Court has jurisdiction to consider this Motion under 28 U.S.C. §§ 157

5 || and 1334. This is a core proceeding under 28 U.S.C. § 157(b).

6 2. Venue is proper in this Court and jurisdiction exists pursuant to 28

7 || U.S.C. §§ 1408 and 1409.

8 BACKGROUND

9 5. On August 7, 2024 (the “Petition Date”), the Debtor filed with this Court
10 || a voluntary petition for relief under chapter 11 of the Bankruptcy Code.
11 6. Since the Petition Date, the Debtor has operated his business and affairs
12 || as debtor and Debtor-in-Possession. No committees or trustees have been appointed in
13 | this case.
14 7. On January 28, 2025, the Debtor filed the Debtor’s Motion for Order
15 || Authorizing Debtor to Sell Real Properties Located in Butte and Sutter Counties
16 || Comprising 619 Acres [Docket No. 260] (the “Sale Motion”).
17 8. On February 11, 2025, AgWest filed Secured Creditor AgWest Farm
18 || Credit’s Response and Conditional Opposition to Debtor’s Motion for Order
19 || Authorizing Debtor to Sell Real Properties Located in Butte and Sutter Counties
20 || Comprising 619 Acres [Docket No. 303] (the “AgWest Objection”), which sought
21 || certain revisions to the procedures for the sale of the AgWest Properties proposed by
22 || the Debtor in the Sale Motion.
23 9. On March 13, 2025, the Court entered the Order Granting Debtor’s
24 || Motion for Order Authorizing Debtor to Sell Real Properties Located in Butte and Sutter
25 || Counties Comprising 619 Acres [Docket No. 349] (the “Sale Procedures Order”),
26 | pursuant to which the Debtor, at the request of AgWest, was required to publish notice
27
28 |la1687362.3 3
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of the proposed Sale in the Sacramento Bee, the Appeal Democrat, and the Chico
Enterprise-Record for 30 days.

10.  The Debtor received numerous expressions of interest and subsequently
entered into due diligence with ten (10) parties. The Debtor received nine (9) qualifying
bids.

11. Consistent with the Sale Procedures Order, the Debtor conducted an
Auction on April 17, 2025.

12.  On April 24, 2025, the Debtor filed the Report of Auction [Docket No.
435].

13.  On June, 6, 2025, the Court entered the Order Authorizing Debtor to Sell
Real Properties Located in Butte and Sutter Counties Comprising 619 Acres [Docket
No. 480] (the “Sale Order”), which authorized the Debtor to sell the AgWest Properties
to the highest bidder at the Auction.

14. The Sale closed on June 11, 2025 (the “Sale Closing Date”) and the
Report of Sale Pursuant to Order Authorizing Sale of Real Properties Located in Sutter
and Butte Counties Comprising 619 Acres was filed on June 12, 2025 [Docket No. 489]
(the “Sale Report”)

15. In accordance with the Sale Procedures Order and the Sale Report, the
following parties filed or submitted demands for payments of the Proceeds: Sutter
County, Butte County, AgWest, Citizens Business Bank and Loeb and Loeb LLP.

16. During the Surcharge Period, the Debtors incurred the following

Surcharge Expenses:

a. the Debtor incurred no less than $75,000.00 in professional fees and

expenses, which relate directly to maximizing the value of the
AgWest Properties through the Sale, which remain unpaid (the

“Professional Expenses”); and
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b. the Debtor and his related entities incurred $1,135,290.43 in expenses

as itemized on Exhibit A attached hereto needed to maintain the

Debtors’ assets in order to effect the ultimate Sale (the “Operational

Expenses”).

RELIEF REQUESTED

17.  The Debtors respectfully request, pursuant to Bankruptcy Code sections
105(a) and 506(c) that the Court authorize the Debtors to surcharge the Proceeds in the
amount of the Surcharge Expenses related to the Surcharge Period.

BASIS FOR RELIEF

18.  Section 506(c) of the Bankruptcy Code provides, in pertinent part:

The trustee may recover from property securing an allowed
secured claim the reasonable, necessary costs and expenses of
preserving, or disposing of, such property to the extent of any
benefit to the holder of such claim....

11 U.S.C. § 506(c).
19.  Section 105(a) of the Bankruptcy Code provides:

The court may issue any order, process, or judgment that is
necessary to carry out the provisions of this title.

11 U.S.C. § 105(a).

20.  Section 506(c) is designed to allow a claimant who expended funds to
preserve or dispose of secured collateral to recover those funds from the secured creditor
who directly benefited from those expended funds; allowing the claimant to recover the
expended funds leads to an equitable result and “prevent[s] a windfall to the secured
creditors at the expense of the claimant.” Precision Steel Shearing, Inc. v. Fremont Fin.
Corp. (In re Visual Indus., Inc.), 57 F.3d 321, 325 (3d Cir. 1995) (citing IRS v.
Boatmen’s First Nat’l Bank of Kan. City, 5 F.3d 1157, 1159 (8th Cir. 1993) rev’d on
other grounds by In re Hen House Interstate, Inc., 177 F.3d 719 (8th Cir. 1999)). To the

extent a secured creditor benefits from the reasonable costs and expenses incurred by
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1 || the estate necessary to preserve or dispose of the secured creditor’s collateral, the
2 || secured creditor may be charged for those costs and expenses. 4 Collier on Bankruptcy
3 || 9506.05[1], p. 117 (Richard Levin & Henry J. Sommer eds., 16th ed.) (citing H.R. Rep.
4 || No. 595, 95th Cong., 1st Sess. 357 (1977)). Costs and expenses recoverable under
5 || section 506(c) have priority with respect to the proceeds of the collateral over the
6 || secured creditor’s post-petition interest, fees, costs, charges, and other amounts owed to
7 || the secured creditor under section 506(b).
8 21. A debtor “may surcharge a secured creditor’s claim under 506(c) when
9 || the secured creditor directly or impliedly consents to the expense.” In re Mach., Inc.,
10 || 287 B.R. 755, 767 (Bankr. E.D. Mo. 2002); see also Boatmen’s, 5 F.3d at 1159; In re
11 || Annett Ford, Inc., 64 B.R. 946, 947 (D. Neb. 1986). Alternatively, to recover under
12 || section 506(c) the debtor must show the amounts sought to be recovered (1) were
13 || reasonable and necessary to the preservation or disposal of the property and (2) provided
14 | a direct benefit to the secured creditor who retains a lien on the collateralized property.
15 || See, e.g., Inre Lockwood Corp.,223 B.R. 170, 175 (B.A.P. 8th Cir. 1998); United Jersey
16 || Bankv. Miller (Inre C.S. Assocs.), 29 F.3d 903, 906 (3d Cir. 1994); see also Equibank,
17 | N.A. v. Wheeling-Pittsburgh Steel Corp., 884 F.2d 80, 84 (3d Cir. 1989) (“[s]ection
18 || 506(c). .. mandates a two-step inquiry: (1) it must be determined whether the [costs] are
19 | reasonable, necessary costs and expenses of preserving or disposing of the property and
20 || (2) whether they benefit the secured creditors.”).
21 A, AgWest Implicitly Consented to the Surcharge Expenses
22 22.  “[A] debtor in possession may surcharge a secured creditor’s claim under
23 || § 506(c) when the secured creditor either directly or impliedly consents to the expense.”
24 || Mach. Inc., 287 B.R. at 767. Such consent may be inferred “when a secured creditor
25 || agrees to the preservation of the debtor business as a going concern and that preservation
26 || requires the payment” of certain expenses. Boatmen’s, 5 F.3d at 1160 (approving
27 || surcharge where “the creditors in . . . the instant case agreed to the post-petition
28 12416873623 6
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1 | preservation of the debtor business with an eye toward a better return on the collateral.”);

2 || see also Annett Ford, 64 B.R. at 947.

3 Here, allowing AgWest to consent to the Sale Procedures Order, including a more

4 || prolonged marketing process, and to then object to the payment of the Surcharge

5 | Expenses out of the Proceeds would give AgWest a windfall to the detriment of the

6 | Debtor, his professionals and the estate.

7 B. The Surcharge Expenses are Reasonable and Necessary to Preserve the

8 Value of the Collateral

9 23.  Alternatively, even if AgWest did not consent to the Surcharge Expenses,
10 | all of the Surcharge Expenses are reasonable and necessary to preserve the value of the
11 || collateral and for as little cost as possible. An expenditure is necessary where the movant
12 || demonstrates that the expenditure preserved or increased the value of collateralized
13 || property. C.S. Assocs., 29 F.3d at 906 (“our decisions have clarified that to recover
14 || expenses under § 506(c), a claimant must demonstrate that the [] expenditures are
15 || reasonable and necessary to the preservation or disposal of property. . .”) (citing In re
16 || Glasply Marine Indus., 971 F.2d 391, 394 (9th Cir. 1992) (“to satisfy the benefits prong.
17 || . . [the claimant] ‘must establish in quantifiable terms that it expended funds directly to
18 || protect and preserve the collateral’”) (some citations omitted).
19 24.  Courts have measured reasonableness based upon what is reasonable in
20 || the context of the bankruptcy case, not outside of it. See In re N. Cty. Place, 92 B.R.
21 || 437, 449-50 (Bankr. C.D. Cal. 1988)); In re Compton Impressions, Ltd., 217 F.3d 1256,
22 || 1260-61 (9th Cir. 2000) (finding reasonableness and necessity of the debtor’s incurred
23 || expenses are measured against the benefits obtained for the secured creditor and the
24 || amount [of expenses] that the secured creditor would have necessarily incurred through
25 | foreclosure and disposal of the property).
26 25.  Here, the Surcharge Expenses satisfy these standards. All of the Surcharge
27 || Expenses were incurred pursuant to the Debtor’s efforts to preserve the AgWest
28 |l2a1687362.3 7
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1 || Properties in advance of the Sale. Notably, here, AgWest even participated in the Sale
2 || process and Auction.
3 26.  As evidenced by the backup attached hereto as Exhibit A, the costs
4 | incurred include, but are not limited to, licenses, fees, permits, repairs, maintenance,
5 || chemicals and utilities. Without those expenses being paid, the properties would have
6 | been worth millions less.
7 C. The Surcharge Expenses Directly Benefited AgWest.
8 27.  The Surcharge Expenses afforded a direct benefit to AgWest. Expenses
9 | may be surcharged against collateral under section 506(c) when they directly benefit the
10 || collateral. See In re Towne, 536 Fed. App’x. at 269 (internal quotation omitted); C.S.
11 || Assocs., 29 F.3d at 906 (requiring a debtor to “demonstrate a direct benefit to the secured
12 || creditor” to recover a section 506(c) surcharge). A benefit primarily to or directly for
13 | the secured creditor, however, does not mean solely for such creditor. Sw. Sec. v. Segner
14 || (In re Domistyle, Inc.), 811 F.3d 691, 698 (5th Cir. 2015) (rejecting that “primarily
15 || means solely”) (emphasis in original). Ultimately, whether the benefit is direct or not is
16 || safeguarded by its necessity. /d.
17 28.  In applying the foregoing standards, courts have found that costs similar
18 || to the Surcharge Expenses directly benefit secured creditors. See In re Senior-G & A
19 || Operating Co., Inc., 957 F.2d 1290, 1300 (5th Cir. 1992) (approving maintenance and
20 || repair costs as primarily benefiting the secured creditor); In re Phoenix Pipe and Tube,
21 || L.P., 174 B.R. 688, 692 (E.D. Pa. 1994) (finding that payroll expenses, CEO salary and
22 || other employee and administrative expenses directly benefited secured creditor because
23 || “[a] company does not run itself.”); Domistyle, 811 F.3d at 701 (finding that trustee’s
24 || “stewardship” of property was a direct and quantifiable benefit inuring to the secured
25 || creditor).
26 29.  Here, there is no question but that AgWest directly and substantially
27 |l benefitted from the efforts of the Debtor, affiliates of the Debtor and Loeb and Loeb.
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1 CONCLUSION
2 For the reasons stated herein, surcharging the Surcharge Expenses to the Proceeds
3 || of the Sale, is warranted and justified. AgWest consented directly or impliedly to the
4 || Surcharge Expenses. Alternatively, the Debtor and estate professionals must be allowed to
5 || recover reasonable and necessary costs and expenses incurred during the to preserve the
6 || AgWest Properties through the successful closing of the Sale, which directly benefited
7 || AgWest, to keep AgWest from receiving a windfall at the expense of those entitled to the
8 || Surcharge Expenses. The Surcharge Expenses enjoy a higher priority than AgWest’s
9 | secured claim and, therefore, the Surcharge Expenses should be paid first from the
10 || Proceeds. Accordingly, this Motion should be granted
11 WHEREFORE, the Debtor respectfully requests that the Court: (i) grant the relief
12 || requested herein; and (ii) provide such other relief as the Court deems appropriate and
13 || just.
. Dated: A \CZ 2025 LOEB & LOEB LLP
s || Ve AreE= BERNARD R. GIVEN II
16 /s/ Bernard R. Given II
17 Bernard R. Given II
Attorneys for the Debtor and Debtor-in-
18 Possession
19
20
21
22
23
24
25
26
27
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