
The New York Attorney General's Office Has Responded to the 
Cadman Draft Proxy Statemen : 124 Deficiencies Fo�nd 

What is a Deficiency Letter? 

The Deficiency Letter is an important step in the 
Attorney General's review df Cadman Towers' 
proposal to convert fron� a not-for-profit 
Mitchell-Lama co-op (A1

/
rt:icle II) to a 

for-limited-profit HDFC co-op (Article XI) - the '2 
to 11' conversion currently und1er consideration. 

The whole idea behind this neview process is to 
make sure that Cadman shareholders have all the 
information and details they need in order to decide 
how to vote on this dram tic change to our 
cooperative. The Attorney Gei eral's Office review 
of the draft Proxy Statement is!not an assessment of 
whether the Plan is a good one or not. Rather the 
goal is to make sure all of th substantial risks of 
this Plan are articulated. 

I The first step was the Board s submission of the 
Draft Proxy Statement on Dectmber 13, 2021. The 
second step was the revie of this Draft by 
Assistant Attorney General Carol Stephens, assisted 
by comments sent in by Cadti an cooperators and 
others. 

The third step is this Deficien y Letter. Next will 
be the correction of all 1 e deficiencies by 
submitting "redlined/blackline' changes." AAG 
Carol Stephens has set a 30-day deadline for those 
corrections, but her letter pe nits an extension of 
time for this step. If the cornbctions made do not 
satisfy the Attorney General, �here will be one or 
more additional deficiency lette!fs. 

After all deficiencies are corrected to the 
satisfaction of the AAG, the .Eroxy Statement will 
be 'accepted for filing'. Remfmber, regardless of 
what promises have been made over the last many 
years, it is only what is in -kriting in the final 
Plan that counts. We will thbn have time to read 
and review this final Proxy Statement, and there 
will be a vote on whether or not to accept the 
Board's proposed plan to leave the Mitchell-Lama 
Program. 

The Committee to Preserve Cadman Towers (CPCT 
at CadmanCooperator@gmail.com) has obtained 
from the Attorney General a copy of the Deficiency 
Letter, dated March 14, 2022. Under the new 
Mitchell-Lama Law the Cadman Board is required 
to post this letter for cooperators to read, but they 
have not yet done this. We obtained the letter by 
making a Freedom of Information Law (FOIL) 
request to the Attorney General's Office. 

We have posted a copy of this 14-page document at: 

http://bit.ly/Cadman TowersDeficiency 1 

As we mentioned in our previous flyer, most of the 
crucial information that we will need before we vote 
on '2 to 11' was missing from the Board's Draft 
Proxy Statement, including the Regulatory 
Agreement that will govern us if we vote to convert 
to a HDFC, and all the budget information we need 
to see if the plan will work and how it will affect us. 

All in all, the Deficiency Letter points out 124 items 
in the Draft Proxy that are not in accordance with 
the requirements of the law and regulation or that 
do not sufficiently describe the risks of the plan. We 
have printed some of the most substantial 
deficiencies, as found by the Attorney General, on 
the reverse side of this flier. 

Some of the deficiencies are extremely substantial. 
Perhaps most critically, as noted in Deficiencies 
#123 and #124,† the draft Proxy was not 
properly distributed, and Cadman may need to 
start over again to make sure everyone has the 
opportunity to read and review it. 

Finally, given that the AG's office has found that 
Cadman has omitted from the Proxy Statement 
many of the risks associated with Article 11 
conversion, and has included speculative statements 
equating Artidc 11 with uffordubility, it b 
important that we wait until we have a final, 

acceptable Proxy Statement before we decide 

whether or not the plan is financially viable. 

(Continued) † #123 & #124 on Page 3.
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an informed decision."

income must be subtracted"fr"* prq.ctedflip tqxes to

The Committee to Preserve Caamln Towers: M*ch2O22

I

Deficiency #2: The Special Risk section omits "the benefits of the Mitchell-Lama program that will be
so gelmane to enabling ML shareholders to makeforfeited upon conversion to an Article XI HDFC, di

The Attorney General's regulations require that a emphasizes the Special Risfu, ttbe ways in v,hich the
Boardb proposal creates dangers and rtsks. The Prory
of Mitchell-Lama that will be lost ifwe convert.

doesnt contain any disctission of the benefi*

Deficiency # 3: The first sentence in paragraph 2 of the
which must be removed. "The sharehoiders will

oxy is a "subjective observationl'by the Board
if the proposed reconstitution e{tends affordabiliry"

The Attorney General does not permit the Board to a sales pitch in the Proxy. This is to assure that the
shareholders will vate based onfacts, not on

Deficiency # 48: The Proxy must contain financial for the operation of Cadman a.s a HDFC.
The Attorney General requires that shareholders how thefinances of Cadmanwill change after

reconstitution. That information is entirely missing from Proxy. 
,

Deliciency # 40: "The Physical Needs Assessment was
The list af repairs and replacement in the Proxy was

thirdfloor repai4 and the roofing, which are already
will not allow the Proxy to be used to mislead shareholde

voy ari have beenfunded. Thefttorney Generai
qs to the actual status of needeQwork.

Deficiency # 25: The Proxy must be amended to advise that one effect of conlverting to an Article
XI HDFC is to "provide the Board with greater to develop policies on issues suc$ as inheritance and
succession rights and imposition of capital assessments."

The Attorney General, in order to preventfraud, does

two years ago and should [e further updated."
ng in that it includes itemslsuch as the garage,

more power after conversion, since it will be able to
r this in deciding whether to vote for such a change.

of the Regulatory Agreement, shareholders cannot
This makes the entire Prory,leficient.

is impossiblefor shareholders td,understand how this
sales prices will rise orfall acco[ding to the Area

The Attorney General points out the Boardwould
make its own rales, so shareholders must be made aware

Deliciency # 47t The Draft Proxy states that, after the
material may be distributed. This is contrary to HPD
and the statement "must be substantiated based on

The Attomqt General requires that the Proxy contain
governing the vote on reconstitution. The Praxy cannot

Deficiency # 57: "State the percentage of the flip tax
The Draft Proxy suggests that theflip taxes will be

not accept such vague assurances in the Proxy.

Deliciency # 75: "Include the Regulatory Agreement."
The Attorney General recognizes that without thefull

lcnow exactly how the new Article -fl cooperative will

De{iciency # 78: "State the formula for the sales prices.
The Prory contains a list of sales prices for after conversion, but does not p{ovide theformula

upon which these prices are based. Without thisformula
plan will work, especially since the plan indicates that t
Median Income (AMI) - a salesformula that is not used any other Article il building. 

I

Deticiency # ll4 ooState the basis on which flip taxes are
must be reagonable."

to exceed 1.2 million pdr year, which basis
i

The Proxy states, wtthout any grounds for the thatllw to)ces wiu provide $t)oo,ooo per yean
low such unsubstantiatedfigard.s to appear in a

roved by the Attorney
owing shareholders to
'removed."
vtatement of the laws a

ions on shareholders'

:posited into the Reser
'capital repairs. The,

y the Attr
rharehold
)d."
tofthel
sharehol,

. into the
'repairs.

oved by
rwing sh

remove(
tatement
ons on s

posited i
capital t

ryproved b
lallowing r

rr Of feIIIOVt

rct stateme,
rictions on

e depositec

for capita,

y ls appr

ftions all
e law or
correct s

I restrict

rill be dr
onlyfor

Proxy Statement. This is vital to understand since it that there may be no way, as a HDFC, to continue

to collect surcharge income while the Mitchell-Lama Sales/double equity incorne will be lost, So this lost
what might be the net gain.

(Continued)
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123. Service: Shareholders have commented that notice regarding the Draft Proxy Statement
was distributed only by email with instructions regarding how to obtain copies, likely
excluding less technologically-inclined shareholders from a meaningful opportunity to
review the statement and make comments to this Office.

124. Service of Notice: Furnish the Notice to Shareholders of Submission of Exemption
Application to the DOL, which notice should include reference to the 90-day right afforded
to shareholders to submit comments to the Department of Law. Advise how the draft Proxy
Statement was served and provide documentation evidencing such service and that service
was done in accordance with 28 RCNY § 3-14(15).

Opinion:

It's important to understand "Inadvertence" and "Opportunity." 

There is rarely one or even several person(s) scheming and plotting diabolical strategies to "gain" at 
their "neighbors' expense."

People are generally good, well-intentioned, and good-hearted, believing their optics and conclusions 
are for the general good.  That is the prevalent world we live in with all forms of politics—from 
community to government politics. 

The devil in the details is revealed when a series of innocent, inadvertent policies (equations) add up to 
some gain (formula) at others' expense.  

"One man's food is another man's poison." – Titus Lucretius Carus 99 B.C. 

We each have to admit when we see any opportunity for "gain,"  our focus alters, maybe even "fixes."  

Inadvertent, innocent "equations," which suddenly promise one-side "formula gain,"  even at the cost of 
others, become a driving social force.  We see this in politics, and we see it in any community. 

It's the simple way of the world and how humanity is wired for gain and survival, which is why there 
are rules and laws.  

The problem, therefore, which always occurs is the "one-siding" that inadvertently surfaces by mere 
nature.

What becomes evident here is "that" inadvertent opportunity, which pulls the proverbial wool, first over 
one's own eyes, subsequently intentionally over others'.  Of course, thinking we've done nothing wrong. 

That is the devil in the details. 

An opinion in a world of Free Speech, by James Ordonez

(From my book, a satirical-sociopolitical, global-karma treatise and study compiled from great minds 
across time, "The Magic of Karma Ancient Quantum Science?" by The Angry Buddhist.)   
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