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KEY ELEMENTS OF AN EFFECTIVE COMMUNICATIONS PLAN

Clear, consistent communication is a risk-management necessity in Participated Member Business
Loans (MBL). As participation lending continues to play a critical role in commercial real estate
portfolios, the relationship between Originating Lenders and Participants depends on more than
regulatory checklists. Strong communication protocols are essential for protecting credit unions,
supporting compliance with NCUA requirements, and fostering long-term trust across institutions.

From clearly defined loan participation agreements and transparent disclosure requirements to
disciplined loan monitoring and structured escalation processes, effective communication plans
create alignment and clarity before issues arise. When lenders invest in intentional and consistent
communication systems, they reduce risk, improve decision-making, and strengthen participation
partnerships over time.

DETAILED LOAN PARTICIPATION AGREEMENTS

Strong agreements align expectations, manage risk, and support sustainable participation lending.

Lead with Discipline

Formalized & Clearly Defined: Participation agreements should be delivered well in advance of
funding and must clearly identify each loan. Treating every loan independently reinforces both
regulatory discipline and portfolio clarity.

Set the Operating Framework
Roles & Responsibilities Matter: Clearly defined servicing, management, and reporting
responsibilities reduce operational friction and create consistency throughout the life of the loan.

Originating Lender Accountability

Servicing Responsibilities: Agreements should explicitly outline how payments, prepayments,
loan modifications, reporting, records management, fee recovery, and notifications are handled,
leaving no room for interpretation.

Active Participant Engagement

Participation Is Not Passive: Participants play a critical role by reviewing loan performance,
engaging in annual reviews, requesting timely updates, disclosing borrower communications, and
participating in lender discussions when needed.

Transparency Reduces Risk
Clear Disclosure Standards: Well-defined disclosure requirements, covering content, frequency,
and format, ensure consistent visibility into loan performance and borrower financial condition.
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RISK MANAGEMENT AND LOAN MONITORING

Strong oversight protects every institution at the table.

Proactive Risk Management

Monitor Risk as It Evolves

Originating Lenders should use robust management information systems to track changing risks
tied to collateral, geography, borrowers, guarantors, and participation concentrations.

Covenants as Risk Signals
Covenant Tracking Is Essential: Loan covenants serve as early indicators of borrower stress and
must be actively monitored, not reviewed only when issues arise.

Understand Covenant Types

Affirmative, Negative & Financial: Affirmative covenants maintain asset condition and reporting
discipline. Negative covenants limit actions that could weaken credit quality. Financial covenants
track key metrics like DSCR, LTV, debt yield, and guarantor strength.

Verify After Closing
Post-Closing Reviews: Originating Lenders and Participants should confirm loan documents
align with the approved terms. Early validation reduces downstream operational and credit risk.

Communicate Without Delay

Discrepancy Reporting Protects All Parties

Prompt notification and transparent communication ensure issues are addressed quickly and
consistently across the syndicate.

CONSISTENCY, TRANSPARENCY & FREQUENCY

Communication standards that protect participated MBL portfolios

Why It Matters: In participated Member Business Loans, disciplined communication is a critical
risk-management tool. Clear, consistent reporting keeps Originating Lenders and Participants aligned
and informed before issues escalate.

Regular Updates & Annual Reviews

Loan agreements should clearly define reporting frequency and content.

Routine servicing updates and comprehensive annual loan reviews help identify emerging risks
early and support proactive planning.
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Periodic Reviews for Higher Risk Loans

When loans show signs of stress or transition to under- or non-performing, review frequency
should increase. Closer monitoring helps surface red flags, such as cash flow strain, deferred
maintenance, or missed obligations, before performance deteriorates further.

Material Events & Timely Disclosure

Immediate notification of material events is essential, including financial changes, missed
payments, collateral value shifts, risk rating changes, or modification requests. Timely disclosure
ensures all Participants are working from the same information.

Consistency Builds Confidence
Standardized reporting formats create clarity, support faster decision-making, and strengthen
trust across participation relationships, protecting portfolios over the long term.

MANAGING TROUBLED LOANS

Communication protocols when risk escalates

Why It Matters: When a loan shows signs of distress, uncertainty creates concern.
Clear, pre-defined communication protocols ensure all Participants receive the same information at the
same time and can act decisively.

Action Plans for Delinquency

Participant agreements should establish how delinquencies, or potential delinquencies, are
communicated. They should also outline how Originating Lenders, Servicers, and Participants
collaborate on a joint action plan.

Defined Roles & Responsibilities
Agreements should clearly define who leads collection efforts, who communicates updates, and
how decisions are documented. This avoids confusion when timing is critical.

Clear Escalation Protocols

Escalation thresholds should be established in advance.

Defining when a simple or super-majority is required for key decisions helps streamline approvals
and manage expectations during high-risk situations.

Legal Strategy & Alignment

When legal action becomes necessary, decision-making should already be mapped.

Clear processes for engaging counsel and documenting related costs save time, reduce friction,
and protect all Participants.
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PROPER COMMUNICATION CHANNELS

Protecting information and strengthening participated MBL oversight

Why Channels Matter: In participation lending, communication breakdowns often stem from how
information is shared. Choosing the right channels helps safeguard borrower data, maintain
consistency, and support regulatory expectations.

Secure Portals First

Sensitive information, such as financial statements and loan documents, should be shared
through secure online portals. Email should be used cautiously and limited to non-sensitive
communication.

Regular Meetings

Ongoing dialogue supports stronger oversight. Regular meetings between Originating Lenders,
Servicers, and Participants enable portfolio reviews, market discussions, and alignment,
particularly for complex or higher-risk loans.

Risk-Based Meeting Frequency
Meeting cadence should align with loan risk. Higher exposure and complexity warrant more
frequent discussions to ensure all lenders have the most current and complete information.

Clear Points of Contact

Designated points of contact at each institution streamline communication and reduce
confusion. Keeping contact information current, especially during staffing changes, helps ensure
timely responses and uninterrupted information flow.

DOCUMENTATION AND RECORD KEEPING

The foundation of compliant, defensible MBL participation

Maintain a Complete Paper Trail

Every communication, decision, and action related to the loan should be clearly documented,
including who made the decision and when. Thorough records support regulatory exams and help
resolve disputes or litigation efficiently.

Audit-Ready at All Times

Documentation practices should align with NCUA requirements and remain organized, accessible,
and examination-ready. Consistent record-keeping protects credit unions and reinforces
confidence across participation relationships.



