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Introduction 

When a defaulter does not pay the loan installments, usually after negotiations, a particular amount 

of the loan is agreed to be repaid by the debtor. After the debtor makes the necessary payments, he is 

issued a debt settlement letter by the concerned authorities. 

Debt Settlement Letter Tips 

The following tips will help you to write a debt settlement letter: 

• The exact amount paid by the debtor should be mentioned in the letter. 

• The letter should be short, precise and clear. 
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Sample Debt Settlement Letter 

To 

Raju Kulkarni, 

34, bank Street, 

Hebbal, 

Bangalore 

Dear Mr.Kulkarni, 

This letter is to inform you that the loan you owed to the bank is cleared after negotiations. You have 

made a payment of 90 percent of the total loan amount which is Rs 4,45, 450. We understood your 

genuine concerns over the non repayment of the loan amount and discussed with our legal officer. 

We spoke to you several times and gave you enough time to repay the suggested amount. 

We are happy to receive payment from your side within the stipulated time. You are free from 

anymore repayments towards your loan. This letter can be considered as a clearance letter and you 

will receive a letter by our legal consultant as well. 

We seek fruitful association in future 

Thanking you, 

Yours Sincerely, 

Praveen Mistri 
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Debt Settlement Letter Template 

To, 

__________ (customer’s name) 

__________ (customer’s address) 

__________  

__________  

From: 

______________ (Your name) 

______________ (Your address) 

__________________ 

Date __________ (date of writing letter) 

Dear Mr. /Ms__________ (name of the concerned person), 

This letter is to inform you that you are no longer a defaulter and the bank has accepted the payment 

you made towards your loan. The initial loan amount was_________ (mention amount) and after 

negotiations with you and our legal consultant, it is decided as__________(mention new amount).  

Our company understands your concerns over non repayment of the loan. We appreciate your 

cooperation with our authorities in this regard. The cheque you have issued in the name of our 

organization towards the loan repayment will be cleared in a couple of days and after that we shall 

send you a final settlement letter from our legal officer. 
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We would like to have a fruitful association with you in future as well. We have tried our best to keep 

your credit history clean so that you will not encounter any problems in case you want to go another 

loan from any financial institution. 

We once again appreciate your efforts and patience in settling this loan and contributing for the 

mutual benefit. 

Yours Sincerely, 

_________ (Your name) 
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Disclaimer 

 
The author and publisher of this Ebook and the accompanying materials have used their best efforts in preparing this Ebook. The author and publisher 

make no representation or warranties with respect to the accuracy, applicability, fitness, or completeness of the contents of this Ebook. The information 

contained in this Ebook is strictly for educational purposes. Therefore, if you wish to apply ideas contained in this Ebook, you are taking full responsibility 

for your actions. 

The author and publisher disclaim any warranties (express or implied), merchantability, or fitness for any particular purpose. The author and publisher 

shall in no event be held liable to any party for any direct, indirect, punitive, special, incidental or other consequential damages arising directly or 

indirectly from any use of this material, which is provided “as is”, and without warranties. 

The author and publisher do not warrant the performance, effectiveness or applicability of any sites listed or linked to in this Ebook. 

All links are for information purposes only and are not warranted for content, accuracy or any other implied or explicit purpose. 

No part of this may be copied, sold, or used in any way other than what is outlined within this Ebook under any circumstances without express 

permission from www.letters.org 


