
How to respond to a demand letter without panic

Description

Itâ??s usual that getting a demand letter can make you feel like thereâ??s a direct hit to your
business. However, you need not freeze or overreact, but move step by step, slowly and
surely. Here is how you handle it responsively, while protecting both your reputation and all
your interests.

Start with Composure, Not Emotion

The letter may accuse you of breach, unpaid obligations, misconduct, or failure to address
customer pain points, which can be quite taxing, especially if you panic. Your instinct might
be to argue or ignore it, but you need to resist that urge at times like this. Remember,
ignoring a demand letter can later be framed as refusing to resolve matters in good faith,
which courts often frown upon. 

Also, making emotional replies can be quite risky because even casual admissions may be
used against your rationalizations. So, your first rule has to be: pause, read carefully, and
organize.

Verify, Preserve, Consult

Think of this stage like a sorting counter, where you can craft your response blueprint.

Verify Claims

Itâ??s just about checking dates, amounts, and contract terms. Mind you, demand letters
often contain errors.

Preserve Records
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You may need to save the letter and all related evidence, like contracts, receipts, and
communications, and do away with documents that can only weaken your defense.

Notify Your Insurer

Most liability or errors-and-omissions policies require early notice to your insurer or insurance
agency. Otherwise, late reporting may void your coverage or claim.

Consult Counsel

Even a short consultation can help you confer with a legal expert, so you can make sure your
response is strategic and not self-damaging or incriminating.

These steps can help build your foundation before you say or write a single word back.

Learn from Those Who Prepare for Litigation

Today, some demand letters may precede lawsuits, including class actions or investor
claims. While Bleichmar Fonti & Auld primarily represent plaintiffs in complex securities and
consumer class-action cases, reviewing their insights can help business owners understand
the types of claims that plaintiffs might bring. This also helps them anticipate potential
disputes and plan strategically.

Theyâ??ll also highlight the importance of early evidence gathering, clarity in claims, and
careful decision-making about what to contest versus what to concede. Adopting this mindset
allows you to approach a demand letter strategically, treating it as both a negotiation and a
potential litigation device.

Draft a Professional Reply

Once youâ??re prepared, craft a response that is clear, respectful, and protective of your
position from every angle, like:

Acknowledge receipt: Show seriousness without agreeing to anything.
Restate claims in your own words: This ensures you are addressing the right issues.
Position yourself: Specify what you dispute, what you might accept, or where you need
clarification.
Avoid admissions: Never label something your fault unless you are certain and advised
to do so.
Invite dialogue: Suggest timelines or next steps to show willingness to resolve.

In most cases, a well-framed reply signals professionalism and can shift negotiations in your
favor.

Decide: Negotiate or Contest
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Your choice needs to depend on risks, costs, and business distractions. A negotiation in
good faith may save money and reputation if claims are partly valid, and can be a wise move.
Contesting, however, may make sense when errors or weak legal grounds in the allegations
exist. 

With business legal costs increasing by the day, balancing short-term costs against long-term
exposure is particularly essential for your continued operations.

Final Move: Monitor and Follow Through

After youâ??ve made and submitted your reply, track all communications, preserve future
records, and prepare as if litigation might follow anytime soon. Staying disciplined like this,
especially after your first response, keeps you readily looking forward and in control rather
than reacting under pressure and panic.
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