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On Tuesday, Oct. 11, 2016, the District of Columbia Court of Appeals ruled that the CFPB’s leadership 

structure is unconstitutional. The court also dismissed the $109 million fine that the CFPB had issued 

against PHH Corp and found that the CFPB violated PHH’s due process rights. 

The CFPB was declared “unconstitutionally structured” because director Richard Cordray’s autonomy 

was a “gross departure from settled historical practice.” Cordray can only be terminated for cause by 

the President of the United States, which is unusual for agencies with such unlimited authority. 

However, the court did not recommend dismantling the CFPB. Instead, they stated that the “CFPB 

therefore will continue to operate…but will do so as an executive agency akin to other executive 

agencies headed by a single person, such as the Department of Justice or the Department of the 

Treasury.” They removed the “for cause” provision regarding Cordray’s position. 

In addition, the court decided: 

 RESPA permits a captive reinsurance arrangement if the amount paid for it isn’t more than the 
market value. 

 All laws regarding criminal or civil penalties need to have a statute of limitations. 
 

The CFPB quickly disputed this opinion, and an appeal is expected. “The Bureau believes that Congress’s 

decision to make the Director removable only for cause is consistent with Supreme Court precedent and 

the Bureau is considering options for seeking further review of the Court’s decision,” said CFPB 

spokesperson Moira Vahey in a statement quoted by BloombergIt is  and several other news sources. 

For additional coverage of this issue, see: 

 Three Takeaways from PHH v. CFPB Ruling (ALTA) 

 CFPB Survives Legal Attack as Court Trims Director’s Power (Bloomberg) 

 PHH Wins Landmark Victory: CFPB Ruled Unconstitutional (HousingWire) 

http://www.alta.org/news/news.cfm?newsID=42614&eID=0
http://www.bloomberg.com/news/articles/2016-10-11/consumer-finance-bureau-suffers-setback-as-phh-wins-ruling-iu5krh65
http://www.housingwire.com/articles/38252-phh-wins-landmark-victory-cfpb-ruled-unconstitutional

