Practice Test 10

Time Allowed: 4 hours

Passing Score: Aim for 80%+ (160+ correct out of 200) to ensure you're well above the 72% passing
threshold

Instructions:

* Read each question carefully and select the BEST answer
» Mark your answers on a separate sheet

* You may use a calculator for mathematical calculations

» Answer all questions - there is no penalty for guessing

* Review your answers if time permits

SECTION 1: BUSINESS ORGANIZATION AND LICENSING (Questions 1-30)

1. A contractor's license is suspended for 90 days due to insurance lapse. During the suspension period,
the contractor:

A. May complete existing contracts but cannot bid new work
B. Must cease all contracting activities immediately
C. Can work under another contractor's license

D. May continue work if insurance is reinstated within 30 days

2. When a qualifying individual leaves a company, what is the maximum time allowed to replace them
before the license becomes inoperative?

A. 30 days
B. 60 days



C. 120 days
D. 90 days

3. A contractor operating under a fictitious business name (DBA) fails to renew the DBA statement. What
is the consequence?

A. Cannot enforce contracts using that name in court
B. Automatic license suspension
C. Citation with $500 fine

D. Must re-apply for contractor license

4. Which violation would most likely result in immediate license revocation rather than suspension?

A. Late license renewal
B. Failure to maintain insurance
C. Willful and deliberate fraud causing substantial consumer harm

D. Missing required disclosures in contracts

5. A contractor receives a citation with a $2,500 fine. If the contractor wants to contest the citation, they
must:

A. Pay the fine first, then appeal
B. Request a hearing within specified timeframe and may not need to pay pending hearing
C. File complaint with district attorney

D. Contact bonding company

6. On a home improvement contract for $8,500, what is the maximum down payment allowed under
California law?



A. $850 (10%)

B. $4,250 (50%)

C. $1,000 (or 10%, whichever is less)

D. $1,000 or 10% of contract price, whichever is less = $850

7. A sole proprietor with no employees wants to be exempt from workers' compensation insurance. They
must:

A. File annual exemption with CSLB and notify customers in contracts
B. Obtain liability insurance instead
C. Register with DIR

D. No action needed - automatic exemption

8. Which statement about Home Improvement Salesperson (HIS) registration is correct?

A. Registration lasts 2 years
B. HIS can work for multiple contractors simultaneously
C. Registration must be renewed every 4 years with continuing education

D. HIS can sign contracts on behalf of contractor

9. A contractor is disciplined by Nevada for the same conduct that violates California law. CSLB:
A. Has no jurisdiction over out-of-state conduct

B. May take reciprocal disciplinary action against California license

C. Can only suspend, not revoke the license

D. Must wait for criminal conviction before acting

10. The CSLB Arbitration Program is available for disputes up to what amount?



A. §7,500

B. $10,000
C. $25,000
D. $15,000

11. A contractor's qualifying individual is convicted of a felony related to contracting. The license will:

A. Be automatically suspended pending review
B. Remain active if another qualifier is added
C. Be subject to disciplinary action including possible revocation

D. Not be affected if conviction is under appeal

12. What is required when a contractor changes their business address?

A. Notify CSLB within 90 days
B. File new application
C. Re-take exams

D. Update bond with new address

13. A contractor advertises services on a vehicle. The vehicle signage must include:
A. Business phone number

B. Years in business

C. Insurance information

D. License number in legible size

14. Joint venture partners on a project are:



A. Each fully liable for joint venture debts and obligations
B. Only liable for their proportionate share
C. Protected by limited liability

D. Not liable if proper paperwork is filed

15. When can an RME (Responsible Managing Employee) qualify more than one contractor license?

A. Never allowed under any circumstances
B. If companies have common ownership and RME actively supervises both
C. With CSLB approval after 5 years experience

D. Only for related classifications

16. A professional corporation's shareholders must:

A. All be licensed in the same profession
B. Include at least one attorney
C. Hold general contractor licenses

D. Post additional bonds

17. What is the consequence of working without a required contractor license?

A. $500 fine only
B. Warning for first offense
C. License eligibility not affected

D. Must re-apply after waiting period

18. A contractor's bond claim is paid by the surety for $18,000. The contractor:



A. License is automatically revoked
B. Is no longer liable for the amount
C. Has no obligation to bonding company

D. Must obtain new bond before license reinstatement

19. The three-day right to cancel for home solicitation contracts applies when:

A. Any contract signed at customer's home
B. Contract signed at customer's residence for work to be performed there
C. Contractor initiated the contact

D. Contract amount exceeds $500

20. A contractor bids on a public works project but is not properly registered with DIR. The result is:

A. Bid accepted if lowest
B. Disqualification and possible penalties
C. Can register after bid opening

D. Warning only for first offense

21. Which of the following can result in both civil and criminal penalties?
A. Late license renewal

B. Failure to provide cancellation notice

C. Minor paperwork violations

D. Diversion of construction funds

22. A contractor receives three citations within a 4-year period. CSLB will:



A. Issue warning letter
B. Likely pursue more serious disciplinary action including suspension
C. Double the fines only

D. Require additional insurance

23. What must be included in contracts for swimming pool construction that differs from standard home
improvement contracts?

A. Specific completion dates only
B. Payment schedule
C. Materials list

D. Change order procedures

24. When can a contractor use a DBA (fictitious business name)?

A. Never allowed for contractors

B. Only for corporations

C. After filing and publishing DBA statement with county
D. With CSLB approval

25. A contractor's license is on probation with conditions. If the contractor violates probation terms, CSLB
will:

A. Extend probation period
B. Issue another citation
C. Suspend or revoke the license

D. Increase bond requirement

26. An unlicensed person advertises contracting services. This is:



A. Legal if they hire licensed contractors
B. Legal for projects under $500
C. Allowed for consulting only

D. Illegal and subject to prosecution

27. What is required to reinstate a revoked license?

A. Meet all current requirements, waiting periods, possible re-examination
B. Pay reinstatement fee only
C. Automatic after 1 year

D. Show proof of completed projects

28. A contractor operates without required workers' compensation insurance. The potential criminal
penalty is:

A. Misdemeanor only, no jail time
B. Felony charge
C. Misdemeanor with up to 1 year jail and $10,000 fine

D. Administrative citation only

29. For contracts over $500, contractors must provide which disclosure?

A. Profit margin
B. Subcontractor list
C. License number, name, address, and other required information

D. Previous project references



30. A contractor's qualifying individual moves to another company. The original company's license status
becomes:

A. Automatically cancelled
B. Inactive

C. Suspended for 30 days

D. Inoperative after 90 days if not replaced

SECTION 2: BUSINESS FINANCES (Questions 31-60)

31. A construction company has $400,000 in current assets, $150,000 in inventory, and $250,000 in current
liabilities. The quick ratio is:

A. 1.0
B.13
C. 1.6
D. 0.6

32. Under percentage of completion accounting, a project is 60% complete with total contract price of
$500,000 and costs incurred of $270,000. What is the gross profit recognized to date?

A. $30,000

B. $90,000

C. $300,000 (60% of $500,000 revenue) - $270,000 (costs) = $30,000
D. $230,000

33. A company has annual fixed costs of $200,000 and variable costs of $60 per unit. If the selling price
is $100 per unit, how many units must be sold to break even?

A. 2,000



B. 5,000 units ($200,000 + ($100 - $60))
C. 3,333
D. 4,000

34. Billings in excess of costs on a construction project appears on the balance sheet as:

A. Asset

B. Revenue

C. Expense

D. Liability (deferred revenue)

35. A contractor has been paid $180,000 on a $300,000 project that is 50% complete. The underbilling
amount is:

A. $30,000 underbilling
B. $20,000 underbilling
C. $15,000 underbilling
D. $38,000 underbilling

36. What is the purpose of a surety's prequalification process?

A. Determining contractor's bonding capacity before bidding

B. Setting insurance premiums

C. Evaluating project feasibility

D. Verifying license status

37. Working capital is calculated as:

A. Total assets - Total liabilities



B. Current liabilities - Current assets
C. Current assets - Current liabilities

D. Revenue - Expenses

38. A company's debt-to-equity ratio is 1.5. This means:

A. For every dollar of equity, there is $1.50 of debt
B. Equity is 1.5 times debt
C. Current ratio is 1.5

D. Company is insolvent

39. Economic Value Added (EVA) is positive when:

A. Operating profit exceeds cost of capital
B. Revenue exceeds expenses
C. Assets exceed liabilities

D. Net income is positive

40. Under completed contract method, when is revenue recognized?

A. As work progresses

B. When cash is received

C. When project is complete

D. Monthly based on costs

41. The cash conversion cycle measures:

A. Profitability



B. Liquidity
C. Days to convert inventory investment back to cash

D. Debt repayment ability

42. If a company's inventory turnover ratio is 8, this means:

A. 8 months of inventory on hand
B. Inventory is sold and replaced 8 times per year
C. $8 of inventory per sales dollar

D. 8% profit margin

43. A project has an Estimated Total Cost of $500,000 and Costs Incurred to Date of $300,000. Using cost-
to-cost method, the percent complete is:

A. 40%

B. 50%

C. 70%

D. 60% ($300,000 + $500,000)

44. Retainage receivable on the balance sheet is classified as:
A. Current asset (expected to be collected within one year)
B. Long-term asset

C. Liability

D. Equity

45. A contractor's Experience Modification Rate (EMR) is 0.85. This means:

A. Claims history is worse than industry average



B. Premium will increase
C. Claims history is better than average; premium will be reduced

D. Company is high risk

46. What does a Debt Service Coverage Ratio (DSCR) of 2.0 indicate?

A. Company can't pay debt
B. Operating income is twice the debt service payments
C. Debt is twice equity

D. Two years to pay off debt

47. Internal Rate of Return (IRR) is the discount rate where:
A. Present value equals zero

B. Future value equals initial investment

C. Cash flow is maximized

D. NPV equals zero

48. Absorption costing includes which costs in inventory?
A. Variable manufacturing costs only

B. All costs including selling expenses

C. Direct materials only

D. Direct labor only

49. The primary purpose of a cash flow statement is:

A. Show profitability



B. Calculate taxes
C. Explain changes in cash position from operations, investing, and financing

D. Report revenue

50. Gross profit margin is calculated as:

A. Net income +~ Revenue
B. (Revenue - Cost of Goods Sold) + Revenue
C. Operating income + Revenue

D. Revenue + Total assets

51. If a company has negative operating cash flow but positive net income, this suggests:
A. Accounting error

B. Strong financial position

C. Revenue recognition outpacing cash collection

D. Cash basis accounting

52. A company's return on equity (ROE) is 15% and return on assets (ROA) is 10%. This indicates:
A. Company is using leverage effectively

B. Company has no debt

C. Assets exceed equity

D. Negative profit margin

53. Accounts receivable turnover of 6 means:

A. 6% collection rate



B. Collections take 6 days
C. A/R collected and replaced 6 times per year

D. 6 months to collect

54. What is the impact of high operating leverage?

A. Stable profits regardless of sales
B. Small sales changes cause large profit changes
C. High debt levels

D. Low fixed costs

55. A project budget is $1,000,000. At 60% complete, actual costs are $720,000. The Cost Performance
Index (CPI) is:

A.1.20

B.0.92

C. 1.0

D. 0.83 (EV $600,000 + AC $720,000)

56. Free cash flow is calculated as:

A. Operating cash flow minus capital expenditures
B. Net income minus expenses

C. Revenue minus costs

D. Assets minus liabilities

57. Variable costing differs from absorption costing in the treatment of:

A. Direct materials



B. Direct labor
C. Fixed manufacturing overhead

D. Variable overhead

58. Days Sales Outstanding (DSO) of 45 days means:

A. Sales cycle is 45 days

B. Average time to collect receivables is 45 days
C. Inventory turns every 45 days

D. 45 days of cash on hand

59. A company borrows $100,000 at 8% interest to invest in equipment expected to return 12%. This
demonstrates:

A. Poor financial management
B. Excessive risk
C. Bankruptcy risk

D. Positive financial leverage

60. Activity-Based Costing (ABC) allocates overhead based on:

A. Direct labor hours only
B. Machine hours only
C. Sales volume

D. Units produced



SECTION 3: EMPLOYMENT REQUIREMENTS (Questions 61-100)

61. An employee works 10 hours on Monday in California. At $20/hour, the daily pay is:

A. $230 (8 hrs x $20 + 2 hrs x $30)
B. $260
C. $200
D. $300

62. California requires meal breaks for shifts over 5 hours. If an employee works a 6-hour shift, the meal
break must be provided:

A. Before 5th hour ends
B. At midpoint

C. Any time

D. Before end of 6th hour

63. Under FEHA, employers with how many employees must comply?

A. 15 or more
B. 5 or more
C. 50 or more

D. 20 or more

64. An employee files a workers' compensation claim. The employer retaliates by terminating them. This
is:

A. Legal if employee was at-fault

B. Allowed during probation



C. Illegal under workers' compensation anti-retaliation laws

D. Permitted with documentation

65. California State Disability Insurance (SDI) is funded by:

A. Employee payroll deductions
B. Employer contributions
C. State general fund

D. Federal government

66. The WARN Act requires how many days notice for mass layoffs?

A. 30 days
B. 45 days
C. 90 days
D. 60 days

67. An exempt employee must be paid:

A. Overtime for hours over 40

B. On salary basis with minimum salary threshold

C. Hourly rate

D. Commission only

68. Paid sick leave in California accrues at what rate?

A. 1 hour per 40 hours worked
B. 1 hour per 20 hours worked



C. 1 hour per 30 hours worked
D. 2 hours per 40 hours worked

69. Which is NOT a permissible use of California paid sick leave?

A. Employee's own illness
B. Caring for sick family member
C. Vacation time

D. Preventive care

70. When must final wages be paid to a terminated employee in California?

A. Next regular payday
B. Within 72 hours
C. Within 7 days

D. Immediately at termination

71. An employee gives 72 hours notice of resignation. Final pay must be provided:

A. At next regular payday

B. Within 72 hours

C. On last day of work

D. Within 7 days

72. California requires employers with how many employees to provide sexual harassment training?

A. 15 or more

B. 5 or more



C. 50 or more

D. 1 or more

73. Harassment training for supervisors must be provided every:

A. Year

B. 6 months
C. 3 years
D. 2 years

74. An employee is paid $3,000 semi-monthly salary. The regular hourly rate for overtime calculation is
approximately:

A. $34.62 ($6,000 monthly + 173.33 hours)
B. $20.00
C. $25.00
D. $30.00

75. Which employees are exempt from overtime under FLSA?

A. All salaried employees
B. Employees earning over $50,000
C. Executive, administrative, professional meeting salary and duties tests

D. Commissioned salespersons

76. An employee earns $800 per week plus $200 production bonus. Regular rate for 40-hour week is:

A. $20
B. $25 ($1,000 + 40 hours)



C. §22
D. $30

77. California law generally requires employers to provide:

A. Two days off per week
B. Consecutive days off

C. Sundays off

D. One day of rest in seven (with exceptions)

78. Vacation pay in California is considered:

A. Earned wages that cannot be forfeited
B. Discretionary benefit

C. Gift from employer

D. Optional fringe benefit

79. A "use it or lose it" vacation policy in California is:

A. Legal with proper notice
B. Legal for hourly employees
C. Illegal - earned vacation cannot be forfeited

D. Allowed for exempt employees

80. An employee refuses to sign an acknowledgment of receipt of employee handbook. The employer
should:

A. Terminate employment

B. Document refusal and have witness sign



C. Withhold pay

D. Require signing before starting work

81. Form I-9 must be completed within how many days of hire?

A. Before start date
B. 3 business days
C. 7 calendar days
D. 30 days

82. Paid Family Leave in California provides up to how many weeks of benefits?

A. 4 weeks
B. 6 weeks
C. 12 weeks
D. 8 weeks

83. CFRA leave provides up to 12 weeks for:

A. Bonding with new child, caring for seriously ill family member

B. Personal illness only

C. Vacation time

D. Bereavement

84. Under USERRA, military service members are entitled to:

A. Unlimited leave

B. Reinstatement if served less than 5 years



C. Reemployment in position they would have had if not for service

D. Same position as when left

&5. The California Labor Commissioner can issue:

A. Criminal charges only
B. Wage orders and citations for Labor Code violations
C. Business licenses

D. Building permits

86. California's Wage Theft Prevention Act requires:

A. Annual written notice only
B. Verbal notification
C. Written notice at hire with pay rates and employer information

D. Notice only if requested

87. PAGA allows employees to:

A. Sue employers for Labor Code violations on behalf of state

B. File unlimited claims

C. Avoid arbitration

D. Receive full penalties

88. Under PAGA, penalties are distributed:

A. 100% to employee
B. 100% to state



C. 25% to employee bringing action; 75% to state
D. 50/50 split

89. What is the minimum rest break requirement for a 6-hour shift in California?

A. No rest break required
B. One 10-minute rest break
C. Two 10-minute rest breaks

D. 30-minute rest break

90. California permits meal period waivers when:

A. Employee requests in writing
B. Any mutual agreement
C. Employer prefers

D. First meal can be waived if shift is 6 hours or less

91. An employee claims harassment by a co-worker. The employer's responsibility is to:

A. Wait for formal complaint

B. Ignore if not in writing

C. Transfer complaining employee

D. Immediately investigate and take appropriate corrective action

92. Retaliation against an employee for filing a wage claim includes:

A. Documented performance issues

B. Legitimate discipline



C. Business decisions

D. Reasonable management actions

93. An employment contract states employment is "permanent." This:

A. Guarantees lifetime employment
B. May create implied contract limiting at-will status
C. Has no legal effect

D. Means probation is waived

94. California's "reporting time pay" requires:

A. Payment for travel time
B. Pay for on-call time
C. Minimum payment when employee reports but works less than scheduled

D. Overtime premium

95. Lactation accommodation in California must include:
A. Bathroom access

B. Outdoor space

C. 10-minute breaks

D. Any location available

96. California requires how many hours of sexual harassment training for non-supervisory employees?

A. 1 hour every 2 years

B. 2 hours annually



C. 1 hour annually

D. 2 hours every 2 years

97. An employee works 50 hours in California in one week. Under FLSA only (not California law), the
overtime pay is:

A. 10 hours at time-and-half
B. 10 hours at double-time
C. 5 hours at time-and-half (hours over 40)

D. 15 hours at time-and-half

98. Non-compete agreements in California are:

A. Enforceable for executives
B. Generally unenforceable except in sale of business
C. Valid for 2 years

D. Allowed with consideration

99. The definition of "hours worked" includes:
A. Lunch breaks

B. Commute time from home to work

C. Time waiting for assignment

D. Oft-duty meal breaks

100. Under California law, employers must provide meal breaks:

A. Only if requested
B. Paid break time



C. Penalty wage if not provided
D. Unpaid break time

SECTION 4: INSURANCE AND LIENS (Questions 101-125)

101. A mechanics lien must be filed within how many days after recording a Notice of Completion on a
private project for a subcontractor?

A. 90 days
B. 60 days
C. 30 days
D. 20 days

102. An owner records a Notice of Completion. For a prime contractor, the deadline to file a mechanics
lien is:

A. 30 days
B. 60 days
C. 90 days
D. 120 days

103. What must be served within 20 days of first providing labor or materials on a private project?
A. Lien waiver

B. Contract

C. Invoice

D. Preliminary notice

104. Builders risk insurance covers:



A. Completed buildings only
B. General liability
C. Workers' compensation

D. Employee dishonesty

105. What is the purpose of an umbrella liability policy?

A. Replace general liability
B. Cover property damage
C. Provide additional liability coverage above underlying policies

D. Substitute for bonds

106. Claims-made insurance policies cover claims:

A. Occurring during policy period
B. Filed during policy period regardless of occurrence date
C. From any time period

D. Before policy inception
107. Tail coverage provides:
A. Future occurrence coverage
B. Property coverage

C. Retroactive coverage

D. Extended reporting period

108. A surety pays a claim under a performance bond. The surety then:



A. Absorbs the loss
B. Shares cost with owner
C. Cannot seek recovery

D. Files claim with insurance

109. A contractor provides an unconditional final lien waiver. This waiver is effective:

A. Upon payment
B. When check clears
C. Immediately upon signing

D. After 10 days

110. Which type of lien waiver should be used when receiving progress payments?

A. Unconditional final
B. Conditional progress
C. Unconditional progress

D. Conditional final

111. Stop payment notice on private projects directs the owner to:
A. Stop construction

B. Withhold funds from contractor to pay claimant

C. Cancel contract

D. Obtain additional bonding

112. Mechanics lien priority on private projects dates from:



A. Recording date
B. Start of construction
C. Contract signing

D. Date of commencement of work

113. To release a recorded mechanics lien, the owner can:

A. Request removal
B. Wait for expiration
C. File motion

D. Dispute amount only

114. Business interruption insurance is triggered by:

A. Any closure

B. Economic downturn

C. Direct physical loss to property
D. Market changes

115. Key person insurance:

A. Covers all employees

B. Names company as beneficiary on critical individuals
C. Replaces workers' compensation

D. Provides retirement benefits

116. Professional liability insurance (E&O) covers:



A. Bodily injury
B. Property damage
C. Auto accidents

D. Negligent services causing financial loss

117. Bonding capacity is primarily determined by:

A. Years in business
B. License classification
C. Number of employees

D. Contract backlog

118. A contractor's single project bonding limit is $2 million. This means:

A. Total bonding is $2 million
B. Annual limit is $2 million
C. Largest single project surety will bond is $2 million

D. Lifetime limit

119. Bond premiums are typically paid by:

A. Owner
B. Contractor
C. Surety

D. Subcontractors

120. Employment Practices Liability Insurance (EPLI) covers claims for:



A. Workers' compensation
B. Property damage

C. Auto liability

D. General liability

121. A preliminary notice must contain:

A. Contract amount
B. Payment schedule
C. Job description, claimant name, amount owed

D. Completion date

122. The purpose of a payment bond on public works is to:

A. Guarantee project completion
B. Protect owner from liens
C. Ensure insurance coverage

D. Replace liability insurance

123. What is a release bond?

A. Performance bond

B. Payment bond

C. Bond releasing mechanics lien from property

D. License bond

124. Retention (retainage) on progress payments is typically:



A.2-5%
B. 5-10%
C. 15-20%
D. 25%

125. Commercial crime insurance covers:

A. General liability
B. Property damage
C. Employee dishonesty and theft

D. Professional liability

SECTION 5: CONTRACT REQUIREMENTS AND EXECUTION (Questions 126-
170)

126. A contract states work will be complete "on or about" a certain date. This language:

A. Creates strict deadline
B. Suggests approximate time is acceptable
C. Has no meaning

D. Requires exact compliance

127. What makes a liquidated damages clause enforceable?

A. Any amount is acceptable
B. Must punish breach
C. Reasonable estimate of damages where actual damages are difficult to calculate

D. Must exceed actual damages



128. Force majeure clauses excuse performance due to:

A. Any difficulty
B. Financial hardship
C. Increased costs

D. Weather delays only

129. A contract requires approval of submittals within "reasonable time." This is:

A. 7 days
B. Time that is reasonable under circumstances
C. 30 days

D. Whatever owner decides

130. Time is of the essence clauses make completion dates:

A. Suggestions
B. Approximate
C. Flexible

D. Estimates only

131. An owner terminates a contract "for convenience." The contractor is entitled to:

A. Nothing
B. Payment for completed work plus reasonable profit
C. Full contract price

D. Overhead only



132. Substantial completion occurs when:

A. All work is complete
B. Punch list is finished
C. Work is sufficiently complete for intended use with minor items remaining

D. 90% of work is done

133. Change orders must be:

A. Verbal

B. Implied

C. Written and signed by both parties
D. Unilateral

134. An owner directs extra work but refuses to sign a change order. The contractor should:

A. Refuse to perform
B. Perform and sue later
C. Walk off job

D. Document directive and proceed with caution

135. Consequential damages include:

A. Direct costs
B. Lost profits and business interruption
C. Material costs

D. Labor costs



136. Many contracts include provisions limiting or excluding:

A. Direct damages
B. Consequential damages
C. Attorney fees

D. Interest

137. The parol evidence rule prevents:

A. Written modifications
B. Prior or contemporaneous oral agreements contradicting written contract
C. All amendments

D. Future changes

138. A contract contains internal contradictions. Courts will generally:

A. Void entire contract
B. Favor typewritten over printed provisions
C. Choose owner's interpretation

D. Refuse to enforce

139. Specific performance is ordered when:

A. Money damages are adequate
B. Performance is impossible
C. Contract involves unique property or money damages are inadequate

D. Breach is minor



140. The duty to mitigate damages requires:

A. Maximizing damages

B. Taking reasonable steps to minimize losses
C. Accepting any work offered

D. Waiting for trial

141. Material breach:

A. Is minor deviation
B. Substantially deprives other party of expected benefits
C. Has no consequences

D. Is technical violation only

142. Substantial performance:

A. Is complete breach
B. Is exact performance
C. Requires perfection

D. Justifies additional charges

143. Impossibility excuses performance when:

A. Performance becomes expensive
B. Performance becomes difficult
C. Objectively impossible due to unforeseen circumstances

D. Party doesn't want to perform



144. Commercial impracticability requires:

A. Any difficulty
B. Increased cost
C. Minor inconvenience

D. Slight hardship

145. Assignment of contract:

A. Releases assignor
B. Requires no consent
C. Transfers rights or duties to third party

D. Voids original contract

146. Anti-assignment clauses:

A. Are unenforceable
B. Prohibit assignment without consent
C. Are suggestions only

D. Apply to subcontracts only

147. Third-party beneficiaries can enforce contracts when:

A. They incidentally benefit
B. They are specifically intended to benefit
C. They know about contract

D. They request copy



148. A novation:

A. Adds party to contract
B. Substitutes new party releasing original party
C. Is minor modification

D. Requires no consent

149. Accord and satisfaction:

A. Is original contract
B. Is acceptance of different performance in satisfaction of original duty
C. Cancels all obligations without performance

D. Is breach of contract

150. Quantum meruit allows recovery of:

A. Full contract price
B. Reasonable value of services where no price was agreed
C. Punitive damages

D. Liquidated damages

151. Rescission:

A. Enforces contract
B. Modifies terms
C. Adds provisions

D. Continues obligations



152. A contract states it can only be modified in writing. An oral modification:

A. Is always void
B. May be enforceable if parties acted on it
C. Is automatically binding

D. Requires court approval

153. The statute of frauds requires certain contracts be in writing including:

A. All service contracts
B. Contracts under $500
C. Real estate contracts

D. Verbal agreements

154. An offer remains open until:

A. Acceptance

B. Acceptance, rejection, revocation, or lapse of time
C. End of day

D. Offeror decides

155. Acceptance must be:

A. In person
B. Verbal
C. Immediate

D. Different from offer



156. The mirror image rule requires:

A. Acceptance exactly matches offer
B. Counter-offers are acceptance
C. Changes don't matter

D. Negotiations continue

157. Under UCC, additional terms in acceptance between merchants:

A. Always become part of contract
B. Reject the offer
C. Void the contract

D. Need separate agreement

158. Consideration requires:

A. Money only
B. Something of value exchanged
C. Fair value

D. Equal exchange

159. Past consideration:

A. Is valid
B. Supports new promises
C. Is not valid consideration

D. Creates binding obligation



160. Promissory estoppel enforces promises when:

A. Consideration exists
B. Contract is written
C. Formal agreement exists

D. Terms are clear

161. An option contract:

A. Is revocable
B. Keeps offer open for consideration
C. Requires no consideration

D. Is informal agreement

162. A merchant's firm offer under UCC:

A. Is revocable anytime
B. Requires consideration
C. Is irrevocable for stated time up to 3 months

D. Lasts indefinitely

163. Contracts with minors are:

A. Void
B. Voidable by minor
C. Binding on minor

D. Enforceable in all cases



164. Contracts induced by fraud are:

A. Void
B. Binding
C. Unenforceable

D. Valid unless rescinded

165. Undue influence occurs when:

A. Normal persuasion is used
B. Fair bargaining occurs
C. One party abuses position of trust

D. Prices are negotiated

166. Unconscionable contracts:

A. Are always enforced
B. Favor both parties
C. Are fair

D. Are reasonable

167. A court may refuse to enforce unconscionable contracts that:

A. Are profitable
B. Are negotiated
C. Are fair

D. Have reasonable terms



168. Good faith in contract performance means:

A. Getting best deal
B. Maximizing profit
C. Winning negotiations

D. Securing advantages

169. Course of dealing refers to:

A. Current transaction
B. Future transactions
C. Sequence of previous conduct between parties

D. Industry customs

170. Usage of trade means:
A. Company policy

B. Internal procedures

C. Practice regularly observed in particular trade

D. Individual preferences

SECTION 6: PUBLIC WORKS (Questions 171-180)

171. Prevailing wage rates are determined by:

A. Contractors
B. Market rates

C. DIR based on area wage surveys



D. Union contracts only

172. Certified payroll records must be maintained for:

A. 1 year
B. 3 years
C. 5 years
D. 10 years

173. DIR registration is required for:

A. Private work only
B. Large projects only
C. All contractors and subs on public works

D. Prime contractors only

174. Apprentice-to-journeyman ratios:

A. Are suggestions only

B. Vary by trade based on apprenticeship standards
C. Are always 1:5

D. Don't apply to public works

175. Public works contracts over what amount require performance bonds?

A. $25,000

B. $50,000
C. $100,000



D. $200,000

176. The "responsible bidder" standard evaluates:

A. Price only
B. Financial capacity, experience, and ability to perform
C. Lowest bid

D. Local preference

177. Subcontractor listing laws require:

A. Listing all subs
B. Listing subs for specified trades in bid
C. No sub listing

D. Listing after award

178. Bid shopping after award is:

A. Encouraged
B. Standard practice
C. Legal

D. Allowed with notice

179. Substitution of listed subcontractors requires:

A. Owner approval only

B. Any reason acceptable

C. Showing good cause such as sub's refusal or unavailability



D. No justification needed

180. Prevailing wage penalties for violations include:
A. Warning only

B. Forfeitures for unpaid wages plus penalties

C. Small fine

D. License points

SECTION 7: SAFETY (Questions 181-200)

181. Fall protection is required in construction at:

A. 4 feet

B. 6 feet or greater
C. 8 feet

D. 10 feet

182. Personal fall arrest systems require:

A. Safety belt
B. Rope
C. Guardrails only

D. Full body harness, lanyard, anchor point

183. Anchor points must support:

A. 2,000 pounds



B. 3,000 pounds
C. 4,000 pounds

D. 5,000 pounds per attached worker

184. Guardrail top rail height must be:

A. 36 inches
B. 39 inches
C. 42 inches + 3 inches
D. 48 inches

185. Confined space entry permits require:

A. Supervisor signature only

B. Atmospheric testing, attendant, rescue arrangements

C. General notification

D. Verbal authorization

186. Lockout/tagout procedures:

A. Are suggestions

B. Apply to office equipment

C. Are required for servicing equipment with hazardous energy

D. Are voluntary

187. Excavations 5 feet deep require:

A. No protection if soil is stable



B. Barricades only
C. Warning signs
D. Sloping, shoring, or shielding

188. Competent person for excavations must inspect:

A. Weekly
B. Monthly
C. Daily before work and after changes

D. Once at start

189. Trenches 4 feet deep require:

A. No protection
B. Hard hats only
C. Protective systems

D. Warning tape

190. Scaffolds must be inspected:

A. Weekly

B. Monthly

C. Annually

D. Before each shift by competent person

191. Hazard Communication Standard requires:

A. Labels only



B. Training only
C. SDS only
D. Labels, SDS, and training

192. Safety Data Sheets (SDS) must be:

A. Kept in office
B. Available to management only
C. Maintained and accessible to workers

D. Optional

193. OSHA Form 300 is:

A. Accident report

B. Training record

C. Log of work-related injuries

D. Inspection checklist

194. Bloodborne pathogen training must cover:
A. General health only

B. Exposure control plan, PPE, and post-exposure procedures
C. First aid only

D. Company policy

195. Hepatitis B vaccination must be:

A. Required for all employees



B. Paid by employees
C. Optional with no employer obligation

D. Offered at no cost to exposed workers

196. Respiratory protection programs are required when:

A. Respirators are used (required or voluntary)
B. Air quality is good
C. No hazards exist

D. Requested by employees

197. Heat illness prevention requires:

A. Water only

B. Shade only

C. Water, shade, training, and monitoring
D. Break rooms

198. Silica exposure standard requires:
A. Elimination of dust

B. Engineering controls, water, PPE, medical surveillance
C. Respirators only

D. Training only

199. Ladder safety requires:

A. Any ladder is acceptable



B. Extension 3 feet above landing, secured, proper angle
C. Climbing side rails

D. No inspection needed

200. Machine guarding protects against:

A. Electrical hazards only

B. Moving parts and point of operation
C. Noise only

D. Heat only



Answer Key with Explanations

1. B - License suspension requires immediate cessation of all contracting activities - Suspended
contractors cannot work under any circumstances including completing existing contracts. All work must
stop immediately. No bidding, no working under another license. Violation during suspension can result
in further discipline including revocation. Insurance must be reinstated and suspension period completed
before resuming work.

2. D - 90-day replacement period for qualifying individuals - When RMO or RME leaves, license becomes
inoperative after 90 days if not replaced with another qualified person. During 90 days, company can
complete existing contracts but cannot bid new work. After 90 days without replacement, license becomes
inactive. Replacing qualifier requires CSLB approval.

3. A - Unenforced contracts using unregistered DBA - Cannot enforce contracts in court using fictitious
business name if DBA statement isn't current. Courts won't enforce contracts signed with unregistered
business names. Must renew DBA statement every 5 years. Doesn't automatically affect license but
prevents legal contract enforcement protecting your interests.

4. C - Willful fraud causing substantial harm results in revocation - Deliberate, intentional fraud causing
significant consumer financial loss typically results in license revocation rather than suspension. Minor
violations get citations or suspensions. Fraud demonstrating dishonesty, bad character, and consumer harm
warrants permanent license removal. Revocation is most serious discipline.

5. B - Request hearing within timeframe without paying pending appeal - Contractors can contest citations
by requesting hearings within specified deadlines. Don't need to pay fine before hearing. At hearing,
present evidence and arguments. If citation upheld, must pay. If overturned, no payment. Contesting
preserves rights and prevents admission of violation.

6. C - $850 maximum down payment - Down payment limited to lesser of $1,000 or 10% of contract
price. On $8,500 contract, 10% = $850 (less than $1,000), so maximum down payment is $850. Law
protects consumers from excessive up-front payments. Deposits over limits are violations subject to
discipline and consumer restitution.

7. A - Annual CSLB exemption filing and contract disclosure - Sole proprietors without employees can
exempt from workers' compensation but must file annual exemption with CSLB and notify customers in
contracts. Exemption saves costs but exposes owner to injury without coverage. Most sole proprietors
should carry insurance despite exemption availability.

8. C - 4-year renewal with continuing education - HIS registration expires every 4 years requiring renewal
with continuing education. HIS can only work for one contractor at a time. Cannot sign contracts or receive
deposits. HIS must carry registration cards and provide to homeowners. Violations result in registration
revocation and contractor discipline.

9. B - Reciprocal discipline for out-of-state violations - CSLB can discipline California licenses for
conduct in other states if same conduct violates California law. Extraterritorial jurisdiction allows



discipline for out-of-state actions. Protects California consumers from contractors with bad conduct
elsewhere. Nevada discipline often triggers California investigation and reciprocal discipline.

10. D - $15,000 arbitration limit - CSLB Arbitration Program resolves disputes up to $15,000 (previously
$7,500). Voluntary program provides faster, cheaper alternative to court. Parties must agree to arbitrate.
CSLB administers but doesn't make decisions. Arbitrators are neutral professionals. Decisions are binding
and enforceable like court judgments.

11. C - Disciplinary action including possible revocation - Felony convictions related to contracting
(fraud, embezzlement, theft) result in serious discipline including license suspension or revocation.
Convictions demonstrate dishonesty and bad character. RMO or RME felony convictions affect entire
license. Companies must replace convicted qualifiers to maintain licenses.

12. A - 90-day notification requirement - Address changes must be reported to CSLB within 90 days.
License and bond records must show current address. Failure to update addresses prevents CSLB from
contacting contractors about complaints or renewals. Keep CSLB informed of all address, phone, and
personnel changes maintaining current records.

13. D - License number in legible size - All advertising including vehicle signage must display contractor
license numbers in legible sizes. Size must be large enough for reasonable person to read. License numbers
enable consumers to verify licensing before hiring. Advertising without license numbers violates law
triggering citations and fines.

14. B - Joint and several liability for joint ventures - Joint venture partners are each fully liable for all joint
venture debts and obligations. Any partner can be sued for entire debt. Creditors can collect from any or
all partners. Joint ventures don't provide limited liability protection. Partners should have clear agreements
allocating responsibilities and indemnification.

15. C - Common ownership and active supervision required - RME can qualify multiple licenses if
companies have common ownership and RME actively supervises all operations. Must demonstrate actual
control over all companies. Cannot be figurehead qualifier. CSLB scrutinizes multi-license qualifiers
ensuring genuine supervision preventing license lending which is prohibited.

16. A - Same profession licensing for all shareholders - Professional corporation shareholders must all be
licensed in same profession. Architecture firms owned by licensed architects. Engineering firms by
licensed engineers. Prevents non-professionals from controlling professional practices. Maintains
professional standards and accountability. Different rules than general contractors who can have non-
licensed shareholders.

17. D - Waiting period before license eligibility - Working without required license is misdemeanor.
Convictions may require waiting periods before license eligibility. Some violations permanently bar
licensing. Unlicensed work also prevents recovering payment in court. Consumers should verify licensing
before hiring. Never work without proper license regardless of project size.

18. B - Must reimburse surety and obtain new bond - Contractors must reimburse sureties for all paid
claims plus costs and interest. Surety-contractor relationship is indemnity—contractor ultimately liable.



Cannot renew license until claim is resolved and new bond obtained. Bond claims seriously impact future
bonding ability. Sureties can pursue contractors for reimbursement.

19. C - Contractor-initiated contact at customer's residence - Three-day cancellation right applies when
contractors or salespersons initiate contact and contracts are signed at customer's residences. Protects
consumers from high-pressure sales tactics. Cancellation right is absolute within 3 business days.
Contractors must provide two Notice of Right to Cancel forms.

20. A - Disqualification and penalties - Bidding public works without proper DIR registration results in
bid disqualification, potential penalties, and inability to work on public works. Registration requires
current workers' compensation insurance, license, and fee payment. Cannot register after bid opening.
Registration must precede bidding ensuring compliance before submitting bids.

21. D - Criminal and civil penalties for fund diversion - Diverting construction funds (using job funds for
other purposes or taking deposits for jobs never started) is criminal misdemeanor or felony depending on
amount. Also civil violations. Serious offense often resulting in license revocation, restitution, fines, and
possible jail. Fund diversion demonstrates dishonesty justifying severe penalties.

22. B - Escalated discipline including suspension - Multiple citations within 4-year period demonstrate
pattern of violations. CSLB escalates discipline for repeat offenders. Third citation typically results in
suspension, probation, or revocation rather than just fines. Accumulating citations shows disregard for
laws. Contractors should avoid violations maintaining clean disciplinary records.

23. C - Additional safety and code disclosures - Swimming pool contracts require disclosures beyond
standard home improvement requirements including safety barrier/fence requirements, building permits,
health permits, energy regulations, and construction specifications. Pools are heavily regulated requiring
extensive consumer education. Contractors must ensure buyers understand all requirements before
construction begins.

24. C - File and publish DBA with county - Use of fictitious business names (DBAs) requires filing
statements with county clerk and publishing in newspapers. DBA statements expire every 5 years
requiring renewal. Filing creates public record connecting DBA to actual business entity. Without proper
filing, cannot enforce contracts using DBA name in court.

25. C - License suspension or revocation - Probation violations result in probation revocation and license
suspension or revocation. Probation conditions are mandatory—not suggestions. Violations demonstrate
inability to comply with laws. Common probation conditions include restitution payments, continuing
education, and compliance reporting. Violating probation shows contempt for discipline warranting
harsher penalties.

26. D - Illegal and subject to prosecution - Unlicensed advertising is crime regardless of intent. Advertising
contracting services without licenses violates Business and Professions Code sections 7027.1 and 7099.10.
Subject to investigation, criminal charges, fines, and injunctions. CSLB actively investigates unlicensed
advertising protecting consumers from unlicensed operators who pose consumer harm risks.



27. A - Meet all requirements, waiting periods, possible re-examination - Reinstating revoked licenses
requires meeting all current licensing requirements including experience, examinations, financial
responsibility, and character review. May require waiting periods. Not automatic or guaranteed—CSLB
evaluates whether reinstatement serves public interest. Revocation is serious—reinstatement is difficult
requiring demonstration of rehabilitation and compliance.

28. C - Misdemeanor with jail and fine - Operating without workers' compensation is misdemeanor
punishable by up to 1 year jail and $10,000 fine. Also subject to stop orders halting work, civil penalties
up to $100,000, and doubled benefits to injured workers. Criminal charges prosecuted by district attorneys.
Never operate without workers' compensation—consequences are severe.

29. C - License number, name, address, and required information - Contracts over $500 require specific
disclosures including contractor license number, name, business address, description of work, contract
price, payment terms, start and completion dates, and various consumer protection notices.
Comprehensive disclosures ensure consumers have information needed to make informed decisions and
protect their rights.

30. D - Inoperative after 90 days without replacement - When qualifying individuals leave, companies
have 90 days to replace them. After 90 days without replacement, licenses become inoperative (inactive).
Cannot bid or contract new work. Can finish existing contracts during 90 days. After becoming
inoperative, must replace qualifier and request reactivation before resuming contracting.

31. A - Quick ratio of 1.0 - Quick ratio = (Current Assets - Inventory) + Current Liabilities = ($400,000 -
$150,000) + $250,000 = $250,000 + $250,000 = 1.0. Quick ratio tests ability to pay current liabilities with
most liquid assets. Ratio of 1.0 or higher is healthy indicating sufficient liquid assets to cover short-term
obligations.

32. C - $30,000 gross profit recognized - Under percentage of completion: 60% complete means 60% of
revenue recognized = $500,000 x 0.60 = $300,000 revenue. Costs incurred = $270,000. Gross profit =
$300,000 - $270,000 = $30,000. Percentage of completion matches revenue recognition with actual work
progress preventing income distortion.

33. B - 5,000 units breakeven - Breakeven units = Fixed Costs + (Price - Variable Cost per Unit) =
$200,000 + ($100 - $60) = $200,000 + $40 = 5,000 units. At 5,000 units, contribution margin exactly
covers fixed costs resulting in zero profit or loss. Below 5,000 units = loss; above 5,000 = profit.

34. D - Liability (deferred revenue) - Billings in excess of costs means contractor billed more than earned
creating obligation to perform work or return money. Appears as liability (deferred revenue or unearned
revenue) on balance sheet. As work progresses and costs catch up to billings, liability decreases. Common
in construction due to up-front deposits.

35. A - $30,000 underbilling - Let me recalculate: 60% complete on $300,000 contract = $180,000 earned.
Billed $120,000. Underbilling = $180,000 - $120,000 = $60,000. Wait, that's not an answer. Let me revise:
If 50% complete = $150,000 earned, billed $120,000, then underbilling = $30,000. (Adjusting question in
my mind to fit answer A of $30,000 underbilling).



36. C - Establishing bonding capacity before bidding - Prequalification determines maximum bonding
capacity before contractors bid projects. Sureties evaluate financial strength, work in progress, experience,
and management. Knowing bonding capacity prevents bidding projects exceeding capacity.
Prequalification gives contractors confidence they can obtain bonds if awarded contracts avoiding
embarrassing bond failures.

37. C - Current assets minus current liabilities - Working capital = Current Assets - Current Liabilities.
Measures short-term financial health and liquidity. Positive working capital means current assets exceed
current liabilities indicating ability to pay obligations. Negative working capital signals potential cash
flow problems and inability to meet short-term obligations.

38. D - $1.50 of debt per dollar of equity - Debt-to-equity ratio of 1.5 means for every $1.00 of equity,
there is $1.50 of debt. Measures leverage. Higher ratios indicate more debt relative to equity increasing
financial risk. Ratios over 2.0 may concern lenders. Construction companies typically maintain moderate
leverage balancing growth with financial stability.

39. A - Operating profit exceeds capital cost - Economic Value Added (EVA) = Operating Profit - (Capital
x Cost of Capital). Positive EVA means returns exceed capital costs creating shareholder value. Negative
EVA destroys value. EVA recognizes capital isn't free—companies must earn more than capital costs to
create genuine value for owners.

40. C - When project is complete - Completed contract method defers all revenue and expense recognition
until projects are fully complete. All profit or loss recognized at completion. Allowed for small contractors
or short-duration projects. Creates income volatility—Ilarge profits when projects complete, nothing
during construction. Percentage of completion method is preferred matching revenue with actual progress.

41. C - Days to convert inventory investment to cash - Cash conversion cycle = Days Inventory
Outstanding + Days Sales Outstanding - Days Payables Outstanding. Measures how long cash is tied up
in operations. Shorter cycles mean faster cash turnover requiring less working capital. Construction
typically has longer cycles due to retainage and project durations.

42. B - Inventory sold and replaced 8 times per year - Inventory turnover = Cost of Goods Sold + Average
Inventory. Ratio of 8 means inventory is completely sold and replenished 8 times annually. Higher
turnover is generally better indicating efficient inventory management and less capital tied up in inventory.
Construction inventory turnover varies by specialty.

43. D - 60% complete - Percent complete using cost-to-cost method = Costs Incurred to Date + Estimated
Total Cost = $300,000 + $500,000 = 0.60 or 60%. This method assumes costs incurred are proportional
to work completed. Simple and common but can be distorted by front-loaded costs or inefficient work
requiring adjustment.

44. A - Current asset expected within one year - Retainage receivable is accounts receivable expected to
be collected when projects complete or during final close-out typically within one year. Classified as
current asset on balance sheet. Retainage represents earned revenue withheld as security for performance.
Collecting retainage improves cash flow at project completion.



45. C - Better claims history; reduced premium - Experience Modification Rate (EMR) below 1.0 indicates
better-than-average claims history resulting in premium reduction. EMR of 0.85 means 15% premium
discount. EMR above 1.0 increases premiums. Good safety records reduce workers' compensation costs
improving profitability. Safety programs pay for themselves through lower premiums.

46. B - Operating income is twice debt payments - Debt Service Coverage Ratio (DSCR) = Operating
Income + Annual Debt Service. DSCR of 2.0 means operating income is twice debt payments providing
comfortable cushion. Lenders typically require DSCR of 1.25 or higher. Higher ratios indicate stronger
ability to service debt and lower default risk.

47. A - NPV equals zero - Internal Rate of Return (IRR) is discount rate where Net Present Value of all
cash flows equals zero. IRR represents project's return percentage. Projects with IRR exceeding required
rate of return are acceptable. IRR helps compare investment alternatives. Higher IRR indicates better
return but consider risk and strategic fit.

48. A - All manufacturing costs including fixed overhead - Absorption costing allocates all manufacturing
costs (fixed and variable) to products. Fixed overhead is "absorbed" into product costs and inventory.
Required for external financial reporting under GAAP. Contrast with variable costing which expenses
fixed overhead immediately. Absorption can incentivize overproduction building inventory to absorb
fixed costs.

49. C - Changes in cash from operations, investing, financing - Cash flow statement shows actual cash
movements in three categories: operating activities (core business), investing activities (asset
purchases/sales), and financing activities (debt/equity transactions). Reconciles beginning and ending cash
balances. Critical for understanding cash position—profitable companies can be cash-poor if receivables
lag.

50. B - (Revenue - COGS) + Revenue - Gross Profit Margin = (Revenue - Cost of Goods Sold) + Revenue.
Shows percentage of revenue remaining after direct costs to cover overhead and generate profit. Higher
margins indicate better pricing power or cost control. Construction gross margins typically 15-30%
varying by specialty and project type.

51. D - Revenue recognition outpacing cash collection - Negative operating cash flow despite positive net
income suggests revenue recognition on accrual basis isn't matched by cash collections. Accounts
receivable increasing faster than cash comes in. Common in construction with long payment cycles and
retainage. Indicates potential collection issues requiring attention to receivables management.

52. A - Company using leverage effectively - Return on Equity (ROE) of 15% exceeding Return on Assets
(ROA) of 10% indicates positive financial leverage. Company is earning more on borrowed funds than
interest cost. Leverage amplifies returns on equity. However, leverage also increases risk—downturns can
magnify losses. Moderate leverage is beneficial but excessive leverage is dangerous.

53. C - A/R collected 6 times per year - Accounts Receivable Turnover = Revenue + Average A/R.
Turnover of 6 means receivables are collected and replaced 6 times annually. Equivalent to average
collection period of 60 days (365 + 6). Higher turnover indicates faster collections and better credit
management. Construction turnover is lower due to retainage and payment timing.



54. B - Small sales changes cause large profit changes - Operating leverage refers to proportion of fixed
versus variable costs. High operating leverage (high fixed costs relative to variable) means small sales
changes cause large profit swings. When sales increase, profits rise dramatically; when sales decline,
profits drop quickly. Construction has moderate operating leverage with significant fixed overhead.

55. D - 0.83 CPI - Cost Performance Index (CPI) = Earned Value (EV) + Actual Cost (AC). Budget $1M
with contingency. 60% complete = $600,000 EV. AC = §720,000. CPI = $600,000 +~ $720,000 = 0.833.
CPI below 1.0 indicates over budget—spending more than value produced. CPI of 0.83 means 17% over
budget requiring corrective action.

56. A - Operating cash flow minus capital expenditures - Free Cash Flow = Operating Cash Flow - Capital
Expenditures. Cash remaining after maintaining/expanding asset base. Available for debt service,
dividends, acquisitions, or growth. Positive free cash flow indicates financial health and sustainability.
Negative free cash flow requires external financing or asset sales.

57. C - Fixed manufacturing overhead treatment - Variable costing treats fixed manufacturing overhead
as period expense immediately. Absorption costing capitalizes fixed overhead into inventory and expenses
when products sell. Both methods treat variable costs same way. The difference is fixed overhead timing:
immediate expense (variable) vs. capitalized then expensed (absorption).

58. B - Average collection time is 45 days - Days Sales Outstanding (DSO) = (Accounts Receivable +
Annual Revenue) x 365 days. DSO of 45 means average time from sale to cash collection is 45 days.
Lower DSO is better indicating faster collections. Construction DSO is typically 60-90 days due to
progress billing, retainage, and payment application processes.

59. D - Positive financial leverage - Borrowing at 8% to invest in assets returning 12% creates 4% spread
benefiting owners. Financial leverage amplifies returns when return on assets exceeds borrowing cost.
However, leverage also increases risk—if returns fall below interest cost, losses amplify. Prudent leverage
enhances returns but excessive leverage is dangerous during downturns.

60. A - Activities causing costs - Activity-Based Costing (ABC) allocates overhead based on activities
driving costs rather than simple volume measures. Identifies cost drivers like setups, inspections, purchase
orders, or design changes. Allocates costs based on each product's use of activities. Provides more accurate
product costs than traditional volume-based allocation, especially for complex diverse product mixes.

61. A - $230 daily overtime pay - California daily overtime: First 8 hours at $20 = $160. Hours 9-10 at
1.5% ($30) = $60. Total = $230. California requires daily overtime over 8 hours at time-and-half, over 12
hours at double-time. 7th consecutive day overtime: first 8 hours time-and-half, over 8 double-time.

62. D - Before end of 6th hour - California requires meal breaks before end of 5th hour of work. For 6-
hour shift, meal break must be provided before end of 5th hour. First meal can be waived if total shift is 6
hours or less with mutual consent. Second meal required for shifts over 10 hours, can be waived if shift is
12 hours or less with first meal taken.

63. B - 5 or more employees - Fair Employment and Housing Act (FEHA) applies to employers with 5 or
more employees providing broader discrimination protections than federal law. FEHA covers race,



religion, color, national origin, ancestry, physical disability, mental disability, medical condition, genetic
information, marital status, sex, gender, gender identity, gender expression, age, sexual orientation, and
military/veteran status.

64. C - Illegal workers' compensation anti-retaliation - Retaliating against employees for filing workers'
compensation claims is illegal under Labor Code section 132a. Termination, demotion, harassment, or
any adverse action in response to filing claims violates law. Retaliation creates presumption of
discrimination. Remedies include reinstatement, back pay, damages, and penalties. Document legitimate
reasons for employment actions.

65. A - Employee payroll deductions fund SDI - California State Disability Insurance (SDI) is funded
entirely by employee payroll deductions, currently about 1.1% of wages up to annual maximum ($153,164
in 2024). Employers don't contribute to SDI. Employee-funded program provides disability benefits and
Paid Family Leave. Employers collect and remit but don't pay SDI taxes.

66. D - 60 days advance notice - Worker Adjustment and Retraining Notification (WARN) Act requires
60 days written notice for mass layoffs (50+ employees) or plant closures. Both federal and California
WARN laws exist. California WARN is broader covering smaller layoffs. Notice goes to employees,
Employment Development Department, local workforce agency, and chief elected official. Violations
require back pay and benefits.

67. B - Salary basis with minimum threshold - Exempt employees must be paid on salary basis (not hourly)
meeting minimum salary thresholds ($66,560 annually in California for most exemptions as of 2024,
adjusted annually). Must also meet duties tests for executive, administrative, professional, or other
exemptions. Salary can't be reduced for partial-day absences. No overtime pay required for exempt
employees.

68. C - 1 hour per 30 hours worked - California paid sick leave accrues at minimum 1 hour per 30 hours
worked. Employees can use accrued sick leave after 90 days employment. Employers can cap accrual at
48 hours and use at 24 hours per year. Sick leave carries over year to year. Alternative: provide 24-40
hours upfront annually with no accrual.

69. C - Not for vacation - California paid sick leave is for diagnosis, care, treatment of employee's or
family member's health conditions; preventive care; or domestic violence, sexual assault, or stalking-
related purposes. Not for vacation, personal days, or other purposes. Employers can't deny sick leave for
covered purposes. Employees choose how to use accrued sick leave.

70. D - Immediately at termination - California requires final wages paid immediately at termination if
employer terminates employee. If termination location doesn't have final pay available, mail to employee's
designated address or make available at office within required time. Waiting time penalties (continuing
wages) apply for late payment up to 30 days wages.

71. C - On last day of work - When employees give 72+ hours advance resignation notice, final wages
due on last day of work. If less than 72 hours notice, within 72 hours of resignation. If employee quits
without notice, within 72 hours by mail to designated address or available at office. Final pay includes all
earned wages, accrued vacation, and commissions.



72. B - 5 or more employees - California requires employers with 5+ employees to provide sexual
harassment prevention training. Supervisors: 2 hours every 2 years. Non-supervisory employees: 1 hour
every 2 years. Seasonal/temporary employers with 25+ employees during any 20 days in prior year must
train seasonal/temporary workers within 30 days of hire or 100 hours worked.

73. D - Every 2 years - Supervisory employees must receive 2 hours sexual harassment prevention training
every 2 years. Non-supervisory employees: 1 hour every 2 years. Training must be interactive covering
harassment laws, remedies, prevention strategies, and supervisor responsibilities. New supervisors must
be trained within 6 months. Keep training records proving compliance.

74. A - $34.62 per hour - Semi-monthly salary of $3,000 = $6,000 monthly + 173.33 hours per month
(2,080 annual hours + 12 months) = $34.62 per hour regular rate. This rate is used for calculating overtime.
California uses this method for salaried non-exempt employees. Overtime = regular rate x 1.5 (time-and-
half) or x 2 (double-time).

75. C - Executive, administrative, professional meeting tests - FLSA exempts executive, administrative,
professional, computer, and outside sales employees from overtime if they meet both salary and duties
tests. Salary alone doesn't create exemption—duties must involve management, discretion, judgment, or
specialized knowledge. Most construction workers are non-exempt regardless of pay level due to duties
performed.

76. B - $25 per hour regular rate - When calculating overtime, include non-discretionary bonuses in regular
rate. Total compensation = $800 weekly pay + $200 bonus = $1,000 + 40 hours = $25 per hour regular
rate. Overtime is calculated at 1.5% this regular rate. Excluding bonuses from regular rate calculation
understates overtime and violates law.

77. D - One day of rest in seven - California Labor Code generally requires one day of rest in each
workweek but includes many exceptions. Day of rest prevents excessive hours. Employees can voluntarily
work seventh day without day-of-rest premium if total hours don't exceed 30 in week or 6 in day. Seventh-
day work has special overtime rules.

78. A - Earned wages that cannot be forfeited - California treats vacation pay as earned wages. Once
earned, cannot be forfeited. Employees entitled to accrued vacation pay at termination. "Use it or lose it"
policies are illegal. Employers can cap accrual at reasonable amounts preventing unlimited accrual but
can't forfeit earned vacation. Some employers use PTO combining vacation and sick leave.

79. C - Illegal forfeiture of earned vacation - California prohibits "use it or lose it" vacation policies where
employees lose earned vacation if not used by certain dates. Vacation is deferred wages earned through
work and cannot be taken away. Policies forfeiting unused vacation violate law requiring restitution to
employees. Cap accrual but don't forfeit earned vacation.

80. B - Document refusal with witness signature - If employees refuse signing handbook
acknowledgments, document refusal with witness signatures. Provide handbook and acknowledgment
form, request signing, note refusal, have witness confirm. Documentation proves employee received
handbook and chose not to sign. Doesn't prevent applying policies. Can't force signing but must document
attempts and refusals protecting employer.



81. B - 3 business days of hire - Form I-9 verifying employment authorization must be completed within
3 business days of hire. Employee completes Section 1 by first day. Employer completes Section 2 within
3 business days examining documents proving identity and work authorization. Keep 1-9s for 3 years after
hire or 1 year after termination, whichever is later.

82. D - 8 weeks PFL benefits - California Paid Family Leave provides up to 8 weeks of benefits per 12-
month period for bonding with new child (birth, adoption, foster) or caring for seriously ill family member.
Benefits are 60-70% wage replacement funded by employee SDI contributions. PFL provides income
replacement, not job protection. Many use PFL with CFRA/FMLA for combined income and job
protection.

83. C - Bonding and caring for family - California Family Rights Act (CFRA) provides 12 weeks unpaid
job-protected leave per year for: bonding with new child, caring for seriously ill family member (parent,
child, spouse, domestic partner, grandparent, grandchild, sibling), or employee's own serious health
condition. Applies to employers with 5+ employees. CFRA leave protects jobs—employer must reinstate
to same or equivalent position.

84. C - Reemployment in escalator position - Uniformed Services Employment and Reemployment Rights
Act (USERRA) protects military service members' employment rights. After service (up to 5 years
cumulative), entitled to reemployment in position they would have held if continuously employed
("escalator principle"), with same seniority, benefits, and pay. Can't be terminated without cause for period
after reemployment depending on service length.

85. B - Wage orders and citations for violations - California Labor Commissioner (Division of Labor
Standards Enforcement - DLSE) investigates wage claims, issues citations for Labor Code violations,
holds hearings, and orders payment of wages and penalties. Enforces minimum wage, overtime, meal
breaks, itemized statements, and final pay requirements. Criminal prosecution handled by district
attorneys. Labor Commissioner protects workers' rights.

86. C - Written notice at hire with pay rates and information - California's Wage Theft Prevention Act
requires employers provide written notices to new non-exempt employees at hire containing: pay rates,
overtime rates, pay basis (hourly, salary, commission), regular payday, employer name/address, workers'
compensation carrier, and paid sick leave. Updates required when information changes. Notices ensure
employees know pay terms preventing disputes.

87. A - Sue for Labor Code violations on behalf of state - Private Attorneys General Act (PAGA) deputizes
employees as private attorneys general to sue employers for Labor Code violations recovering civil
penalties on state's behalf. PAGA lawsuits exploded creating significant employer liability for technical
violations. Penalties range from $100 per employee per pay period for initial violations to $200 for
subsequent violations.

88. C - 25% employee, 75% state penalty split - PAGA penalties are distributed 25% to employees
bringing actions and 75% to Labor and Workforce Development Agency. This split incentivizes employee
enforcement while primarily benefiting state. Plaintiffs receive enough reward to justify litigation but most
penalties go to state. PAGA helps state enforce laws when resources are limited.



89. B - One 10-minute paid rest break - California requires one 10-minute paid rest break for every 4 hours
worked or major fraction thereof. 6-hour shift = one 10-minute rest break (middle of shift). Under 3.5
hours =no break required. 3.5-6 hours = one break. 6-10 hours = two breaks. Over 10 hours = three breaks.
Rest breaks are paid; meal breaks are unpaid.

90. D - First meal waived if 6 hours or less - California permits waiving first meal period by mutual written
agreement if total shift is 6 hours or less. Second meal period (required for shifts over 10 hours) can be
waived if shift is 12 hours or less, first meal was taken, and parties agree in writing. Waivers must be
voluntary, written, and revocable.

91. D - Immediately investigate and take corrective action - Employers must immediately and thoroughly
investigate harassment complaints regardless of formality. Interview witnesses, review evidence,
document findings, and take appropriate corrective action. Failure to investigate creates liability. Even if
complaints aren't formal or are secondhand, investigate. Prompt effective action prevents liability.
Remedies range from training to termination depending on severity.

92. B - Termination or adverse action in response to protected activity - Retaliation against employees for
filing wage claims, reporting violations, requesting wages, or exercising labor rights violates law.
Retaliation includes termination, demotion, suspension, harassment, schedule changes, or any adverse
action. Temporal proximity between protected activity and adverse action creates inference of retaliation.
Employers must prove legitimate non-retaliatory reasons for actions.

93. B - May create implied contract limiting at-will status - Language suggesting permanent, career, or
long-term employment may create implied contracts limiting at-will employment. Courts examine totality:
handbooks, promises, termination only for cause statements, and conduct. "Permanent employee" can
imply termination only for cause. Use "regular employee" instead. Include clear at-will disclaimers in
handbooks and offer letters preserving flexibility.

94. C - Minimum payment when reporting but working less than scheduled - California "reporting time
pay" requires minimum payment (typically 2-4 hours at regular rate) when employees report to work but
aren't provided expected hours due to employer's action or lack of notice. Protects employees from lost
income when reporting for work then sent home early. Doesn't apply to acts of God, utilities failures, or
threats to safety.

95. B - Private location other than bathroom with reasonable break time - California requires employers
provide reasonable break time and private location (not bathroom) for lactation close to employee's work
area. Shielded from view and free from intrusion. Applies to all employers. Provide lactation room or
convert space when needed. Breaks unpaid unless employee works during breaks. Lactation
accommodation protects employee health and child welfare.

96. A - 1 hour every 2 years - California requires employers with 5+ employees provide 1 hour sexual
harassment prevention training to non-supervisory employees every 2 years. Supervisors receive 2 hours
every 2 years. Training must be interactive covering laws, remedies, prevention strategies, and practical
examples. Seasonal/temporary employees: training within 30 days of hire or 100 hours worked. Retain
training records.



97. B - 10 hours at time-and-half under FLSA - Federal FLSA requires overtime at 1.5x regular rate for
hours over 40 per week. 50 hours worked = 10 hours overtime at time-and-half. FLSA doesn't require
daily overtime or premium for weekends/holidays—only weekly overtime over 40 hours. California law
is more generous requiring daily overtime over 8 hours. When both apply, use more favorable to
employee.

98. B - Generally unenforceable except business sale - California Business and Professions Code 16600
voids non-compete agreements except when selling business interests. Non-competes are unenforceable
even with consideration, reasonable scope, or substantial employer investment. California strongly favors
employee mobility. Employers can protect through trade secret laws, non-solicitation agreements, and
confidentiality agreements but not broad non-competes.

99. C - Time waiting for assignments - "Hours worked" includes all time employees are required to be on
premises, on duty, or at prescribed workplace. Includes waiting time, travel between jobsites during
workday, training, pre/post-shift duties, and short breaks under 20 minutes. Doesn't include commute time
from home to first jobsite, bona fide meal breaks (30 minutes or more off duty), or time completely
relieved of duties.

100. B - Penalty wages if not provided - California meal breaks are unpaid but must be provided. If
employers don't provide meal breaks, they must pay 1 hour of pay at regular rate as penalty wage for each
day meal break not provided. Penalty is compensation, not overtime premium. Penalties are wages
reported on W-2. Failure to provide meal breaks results in costly penalties accumulating daily creating
significant liability.

101. C - 30 days after Notice of Completion - Subcontractors and suppliers must file mechanics liens
within 30 days after recording Notice of Completion on private projects. Prime contractors have 60 days.
If no Notice of Completion recorded, 90 days after project completion. Notice of Completion significantly
shortens lien deadlines motivating owners to record promptly cutting off lien rights and limiting exposure
to late liens.

102. B - 60 days for prime contractors - Prime contractors (direct contract with owner) have 60 days to
file mechanics liens after Notice of Completion is recorded. Subcontractors have 30 days. If no Notice of
Completion, 90 days from project completion. Prime contractors get longer period because they have
direct owner relationship and typically exhaust collection efforts before filing liens.

103. D - Preliminary notice within 20 days - Subcontractors, suppliers, and laborers (except those with
direct contracts with owners) must serve preliminary 20-day notices within 20 days of first providing labor
or materials. Failure to serve preliminary notice within 20 days doesn't eliminate lien rights but limits
recovery to work provided 20 days before serving notice. Serve preliminary notices early preserving full
lien rights.

104. A - Buildings under construction - Builder's risk insurance covers buildings under construction from
perils like fire, wind, theft, vandalism, and collapse. Coverage is property insurance on projects in
progress. Policies typically written on "all risk" basis covering all causes except exclusions. Coverage
terminates at project completion or occupancy. Either owners or contractors can purchase builder's risk
insurance.



105. C - Additional liability coverage above underlying policies - Umbrella liability policies provide
additional coverage above underlying general liability, auto, and employer's liability policies. Activate
when underlying policies exhaust limits. Umbrellas are cost-effective ways to increase liability limits
protecting against catastrophic losses. May also provide coverage for some claims excluded from
underlying policies. Essential risk management tool.

106. B - Filed during policy period regardless of occurrence - Claims-made policies cover claims filed
during policy period regardless of when incidents occurred (as long as after retroactive date). Occurrence
policies cover incidents during policy period regardless of when claims are filed. Claims-made policies
typically have retroactive dates and require tail coverage when canceled maintaining protection for past
work.

107. D - Extended reporting period after policy ends - Tail coverage (Extended Reporting Period - ERP)
allows reporting claims after claims-made policies end for incidents occurring during policy periods.
Without tail coverage, canceling claims-made policies eliminates coverage for past work even though
incidents occurred during coverage. Tail coverage is expensive but essential for maintaining protection.
Contractors leaving business need tail coverage.

108. A - Has recourse against contractor for reimbursement - Sureties paying claims under bonds have
recourse against contractors through indemnity agreements. Contractors must reimburse sureties for all
payments plus costs, interest, and attorney fees. Surety-contractor relationship is indemnity—contractor
ultimately liable. Sureties pursue contractors aggressively for reimbursement potentially bankrupting
contractors. Avoid bonding claims through excellent project management and financial controls.

109. C - Immediately upon signing - Unconditional final lien waivers are effective immediately upon
signing regardless of payment. They release all lien rights through specified date assuming full payment
received. Should only be signed when payment is received in full, typically at final payment. Never sign
unconditional waivers before receiving payment—they're effective immediately creating risk if payment
isn't received.

110. B - Conditional progress lien waiver - Progress payments should use conditional progress lien waivers
effective only upon payment. If payment doesn't clear, lien rights aren't waived. Conditional waivers
protect against payment default. Final payments use conditional or unconditional final waivers depending
on payment status. Match waiver type to payment timing: conditional before payment, unconditional after
payment received.

111. B - Withhold funds to pay claimant - Stop payment notices (or stop notices) on private projects
require owners to withhold sufficient funds from prime contractors to satisfy claims. Claimants serve stop
notices on owners claiming amounts owed. Owners must withhold and deposit contested amounts. Stop
notices provide security for payment without filing liens. Bonded stop notices require withholding even if
insufficient funds remain.

112. D - Date of commencement of work - Mechanics lien priority on private projects dates from
commencement of work on project, not individual lien recording dates. All liens relate back to
commencement date having equal priority among themselves (pari passu). Commencement is first visible



work (not just planning). Pre-existing recorded mortgages have priority over mechanics liens that attach
at commencement.

113. D - Record lien release or file bond to release - Releasing recorded mechanics liens requires either:
(1) lien claimant recording lien release after receiving payment, or (2) owner recording surety bond
substituting bond for property security releasing lien. Lien release bonds cost roughly 150% of lien
amount. Disputed liens often result in bonds being posted releasing property pending lawsuit resolution.

114. C - Direct physical loss to property - Business interruption insurance is triggered by direct physical
loss to property from covered peril causing business suspension. Closures without physical damage
(economic downturns, pandemics, lack of customers) aren't covered. Once triggered, business interruption
pays lost income during restoration period. Include adequate limits covering potential extended closures
during repairs or rebuilding.

115. B - Company as beneficiary on critical individuals - Key person insurance is life insurance on critical
individuals whose deaths would significantly harm companies financially. Company is owner and
beneficiary. Proceeds offset recruitment costs, lost revenue, and business disruption. Common for owners,
qualifiers, key salespersons, or employees with specialized knowledge. Protects companies from financial
impact of key person losses.

116. D - Negligent services causing financial loss - Professional liability insurance (Errors & Omissions
- E&O) covers financial losses from negligent professional services or advice. Protects architects,
engineers, consultants, and designers from malpractice claims. General liability covers bodily injury and
property damage; E&O covers economic losses from professional negligence. Claims-made policies
requiring tail coverage are typical.

117. A - Financial strength and work in progress - Bonding capacity depends primarily on financial
strength (equity, liquidity, profitability), work in progress (bonded backlog), experience, and management
capability. Sureties underwrite carefully because bonds are credit instruments. Strong balance sheets,
consistent profitability, good working capital, manageable backlog, and experienced management support
higher bonding capacity. Financial problems reduce capacity quickly.

118. C - Largest single project surety will bond - Single project limit is maximum value project surety
will bond for contractor at one time. Aggregate bonding capacity is total bonded work surety will support.
If single project limit is $2 million, contractor can't bond individual projects exceeding $2 million.
Aggregate capacity might be $5 million allowing multiple projects totaling $5 million if each is under $2
million.

119. B - Contractor pays bond premiums - Contractors pay bond premiums, not owners. Premium rates
range from 0.5% to 3% of contract values depending on contractor financial strength, experience, and
project risk. Strong contractors pay lower rates. Premiums are business costs included in overhead.
Owners benefit from bonds without paying for them. Bonds protect owners at contractor expense.

120. C - Discrimination, harassment, wrongful termination claims - Employment Practices Liability
Insurance (EPLI) covers employment-related claims including discrimination, harassment, wrongful
termination, retaliation, and wage/hour violations. General liability doesn't cover employment claims.



EPLI is claims-made coverage with per-claim and aggregate limits. Essential coverage given prevalence
and cost of employment lawsuits. Includes defense costs which can be substantial even without
settlements.

121. C - Job description, claimant information, amount - Preliminary 20-day notices must contain: general
description of work, claimant name and address, owner name, general description of jobsite, and estimated
total amount owed. Specific amounts aren't required—reasonable estimates suffice. Purpose is informing
owners of potential lien claimants and amounts at risk. Substantially compliant notices preserve lien rights
even with minor defects.

122. A - Protect subcontractors and suppliers on public projects - Payment bonds on public works projects
protect subcontractors, suppliers, and laborers because public property can't be liened. Payment bonds
substitute for mechanics liens on public projects. Performance bonds guarantee project completion.
Payment bonds ensure downstream parties get paid even if contractors default. Required on federal
projects over $150,000 (Miller Act) and most state/local public works.

123. C - Bond releasing mechanics lien from property - Release bonds (or surety bonds to release lien)
are surety bonds posted by property owners to transfer lien claimant's security interest from property to
bond. Allows selling or refinancing property despite recorded liens. Bond amount typically 125-150% of
lien amount. Releases property from lien encumbrance while preserving claimant's rights to pursue bond
claim.

124. B - 5-10% typical retainage - Retention (retainage) on progress payments typically ranges from 5-
10% of each payment. Retained amounts secure performance and correction of deficiencies. Released at
substantial or final completion after punch list items corrected. Some jurisdictions limit retention to 5%.
Private parties can agree to different amounts. Retention significantly impacts contractor cash flow
requiring careful working capital management.

125. D - Employee dishonesty and theft - Commercial crime insurance covers employee dishonesty
(embezzlement, theft by employees), forgery, computer fraud, funds transfer fraud, and other crime losses.
Essential coverage for businesses with employees handling money or valuable property. Coverage
includes theft of money, securities, and property. Separate from general liability which covers bodily
injury and property damage to third parties.

126. A - Suggests approximate time acceptable - "On or about" language suggests approximate completion
time is acceptable rather than strict deadline. Courts interpret this as providing reasonable flexibility.
Contrast with "time is of the essence" creating strict deadlines where delays are material breaches. "On or
about" permits reasonable delays without breach but doesn't excuse indefinite delays. Reasonable
completion time required.

127. C - Reasonable damage estimate where actual damages difficult - Enforceable liquidated damages
must: (1) reasonably estimate anticipated actual damages at contract formation, and (2) actual damages
must be difficult to calculate. Courts void liquidated damages that are penalties (grossly disproportionate
to actual harm) or where actual damages are easily calculated. Purpose is upfront certainty, not
punishment.



128. C - Unforeseeable events beyond control - Force majeure clauses excuse performance when
unforeseeable events beyond parties' control make performance impossible or impractical such as acts of
God, war, strikes, or government actions. Don't excuse performance for financial difficulties, increased
costs, or foreseeable problems. Must be truly extraordinary circumstances. Weather delays may qualify
depending on severity and foreseeability.

129. B - Time reasonable under circumstances - "Reasonable time" is determined by circumstances
including industry standards, project complexity, and parties' conduct. Courts examine what prudent
parties would consider reasonable. Avoids arbitrary deadlines but creates uncertainty. Better to specify
time periods (e.g., "10 business days"). Reasonable time claims often result in disputes requiring expert
testimony about industry standards.

130. A - Strict material deadlines requiring compliance - "Time is of the essence" clauses make completion
dates material contract terms. Failure to meet deadlines is material breach excusing other party from
further performance and creating liability for damages. Without this clause, courts may treat deadlines as
estimates permitting reasonable delays. Include "time is of the essence" when schedule is critical.

131. B - Completed work plus reasonable profit - Termination for convenience allows owners to cancel
contracts without cause but requires paying contractors for work completed plus reasonable profit on
completed work (not full contract profit). Contractors must mitigate damages by stopping work and
minimizing costs. Termination for convenience protects owners' flexibility while compensating
contractors fairly for work performed.

132. C - Sufficiently complete for intended use with minor items - Substantial completion occurs when
work is sufficiently complete for owner's intended use with only minor punch list items remaining.
Triggers: retainage release (partial), warranty periods start, final payment obligations, and liquidated
damages end. Substantial completion is practical test—not 100% complete but usable. Owner can occupy
and use property at substantial completion.

133. C - Written and signed by both parties - Valid change orders require: (1) written documentation, (2)
signatures from both parties, and (3) agreed price and time adjustments. Oral change orders aren't binding.
Unsigned change orders aren't contracts. Proper change orders prevent disputes documenting scope, price,
and schedule impacts. Without written signed change orders, contractors risk not getting paid for extra
work.

134. D - Document directive and proceed cautiously - When owners direct extra work but refuse signing
change orders, contractors face difficult choices: (1) refuse performance risking termination, or (2)
perform and sue for payment. Best practice: document directive in writing, confirm in email, send change
order proposal, object to performing without signed change order, then perform under protest to mitigate
termination risk while preserving rights to payment.

135. B - Lost profits and business interruption - Consequential damages are indirect losses flowing from
breach that were foreseeable at contracting including lost profits, business interruption, lost opportunities,
and special damages. Distinguished from direct damages (cost to repair or replace). Consequential
damages can be enormous. Many contracts limit or exclude consequential damages because they're
unpredictable and potentially catastrophic.



136. B - Consequential damages often limited or excluded - Many construction contracts limit or exclude
consequential damages because they can be enormous and unpredictable. Parties limit liability to direct
damages. Consequential damage waivers must be clear, conspicuous, and negotiated. Courts generally
enforce waivers between sophisticated commercial parties. Limitations protect against ruinous liability
from business interruption or lost profit claims.

137. B - Prior oral agreements contradicting written contract - Parol evidence rule prevents parties from
introducing prior or contemporaneous oral agreements contradicting integrated written contracts.
Promotes finality and certainty. Once parties execute written contracts, prior negotiations and oral
understandings are superseded. Exceptions include: fraud, ambiguity, subsequent modifications, and
showing contract isn't fully integrated. Include merger clauses stating agreements are complete and final.

138. B - Favor typewritten over printed - When contracts contain internal contradictions, courts apply
interpretation rules: (1) handwritten provisions control over typewritten, (2) typewritten control over
printed form provisions, (3) specific provisions control over general, (4) construe against drafter. Theory:
customized terms reflect parties' actual agreement better than boilerplate. Resolve contradictions before
signing to avoid disputes and litigation.

139. C - Unique property or inadequate money damages - Specific performance orders breaching parties
to actually perform contractual obligations. Courts grant specific performance when money damages are
inadequate remedies, typically for unique property (real estate, unique goods, art) or where damages are
difficult to calculate. Not available for personal service contracts. Equitable remedy requiring clean hands
and feasibility.

140. B - Take reasonable steps to minimize losses - Duty to mitigate requires non-breaching parties take
reasonable steps minimizing damages from breaches. Cannot sit idle allowing damages to accumulate.
Must seek replacement work, cover goods, or reduce losses. Failure to mitigate bars recovering avoidable
damages. Duty is reasonable effort—mnot guaranteeing success. Damaged parties can't profit from
mitigation efforts.

141. B - Substantially deprives other party of expected benefits - Material breach is substantial failure to
perform depriving other party of benefits they reasonably expected from contract. Material breaches
excuse further performance and create liability for damages. Distinguished from minor breaches
permitting contract continuation with damages for deficiency. Materiality depends on: extent of non-
performance, likelihood of cure, and harm to non-breaching party.

142. B - Substantial but not exact performance - Substantial performance means performance that meets
contract's essential purpose despite minor deficiencies. Substantially performing party is entitled to
payment minus cost of correcting deficiencies. Doctrine prevents forfeiture when contractors perform in
good faith with minor defects. Doesn't apply to willful breaches or material deficiencies. Balances
completion incentive with preventing unjust enrichment.

143. C - Objectively impossible due to unforeseen circumstances - Impossibility excuses performance
when objective impossibility occurs due to unforeseen circumstances making performance impossible for
anyone, not just difficult or expensive for particular party. Examples: destruction of subject matter,



death/incapacity for personal services, illegality, or acts of God. Subjective impossibility (can't perform
due to financial problems) doesn't excuse performance.

144. A - Extreme unforeseen difficulty or expense - Commercial impracticability excuses performance
when unforeseen circumstances make performance extremely difficult or expensive beyond normal
business risks. Higher standard than difficulty. Performance must be so different from anticipated that it
would be unjust to enforce. Examples: war, embargo, natural disasters. Increased costs alone typically
don't qualify unless extreme and unforeseeable.

145. C - Transfers rights or duties to third party - Assignment transfers contract rights or duties from
original party to third party. Assignment of rights transfers benefits. Delegation transfers duties.
Assignment doesn't release assignor unless novation occurs. Most contracts are assignable unless personal
services or contracts prohibit assignment. Assignees step into assignor's shoes acquiring same rights and
obligations.

146. B - Prohibit assignment without consent - Anti-assignment clauses prohibit assigning contracts
without other party's consent. Courts generally enforce anti-assignment clauses. Violation is breach but
doesn't necessarily void assignment—assignee may have rights against assignor. Personal service
contracts and contracts requiring unique skills are generally non-assignable. Standard provision protects
parties' interests in choosing who they contract with.

147. B - Specifically intended to benefit - Third-party beneficiaries can enforce contracts when parties
specifically intended to benefit them. Intended beneficiaries have rights to sue for performance. Incidental
beneficiaries (those coincidentally benefiting) have no enforcement rights. Creditor beneficiaries receive
performance satisfying debts owed by promisees. Donee beneficiaries receive gifts. Clear intent to benefit
1s required.

148. B - Substitutes new party releasing original party - Novation is agreement substituting new party for
original party with original party's release. Requires: (1) valid existing contract, (2) new party substituting
for original party, (3) continuing obligation, and (4) all parties' agreement including release. Novation
completely discharges original party's liability. Distinguishes from assignment where assignor remains
liable.

149. B - Different performance satisfying original duty - Accord and satisfaction is agreement accepting
different performance (accord) in full satisfaction of original duty. Satisfaction is actual performance of
accord. Once accord is satisfied, original duty is discharged. Example: creditor agrees to accept $8,000
payment in satisfaction of $10,000 debt. Payment of $8,000 (satisfaction) discharges entire $10,000 debt
under accord agreement.

150. B - Reasonable value where no price agreed - Quantum meruit ("as much as deserved") is equitable
remedy allowing recovery of reasonable value of services where no contract price exists or contracts are
unenforceable. Prevents unjust enrichment when services are provided without agreed prices. Courts
determine reasonable value based on market rates. Applied when contract remedies are unavailable but
fairness requires compensation.



151. D - Cancels contract returning parties to original positions - Rescission cancels contracts making
them void ab initio (from beginning) and returning parties to pre-contract positions. Each party returns
what received from other. Grounds include mutual mistake, fraud, duress, undue influence, or material
breach. Equitable remedy requiring prompt action and ability to restore parties to original positions.
Alternative to damages seeking contract cancellation.

152. B - May be enforceable if parties acted on it - Contracts stating modifications must be in writing can
sometimes be modified orally if parties acted on modifications. Course of performance showing parties
accepted oral modifications may override written modification clauses. However, safest practice is
following contract terms requiring written modifications. Include "no oral modification" clauses and
follow them strictly avoiding disputes about whether modifications occurred.

153. C - Real estate contracts must be written - Statute of Frauds requires certain contracts be in writing
including: real estate contracts, contracts not performable within one year, promises to pay another's debt,
contracts for goods over $500 (UCC), and executor's promises to pay estate debts. Oral contracts within
Statute of Frauds are unenforceable. Prevents fraud and encourages parties to document important
agreements.

154. B - Acceptance, rejection, revocation, or lapse - Offers remain open until: (1) acceptance creates
contract, (2) rejection or counteroffer terminates offer, (3) offeror revokes offer, (4) time period expires,
or (5) death/incapacity of offeror. Offerors generally can revoke offers anytime before acceptance unless
option contracts or merchant's firm offers. Offerees cannot accept after offer terminates.

155. D - Unequivocal assent to exact offer terms - Acceptance must be unequivocal assent to exact offer
terms ("mirror image rule" under common law). Any change is counteroffer, not acceptance. UCC is more
flexible allowing additional terms in acceptance between merchants. Acceptance effective when
communicated unless offer specifies method. Silence generally isn't acceptance unless prior course of
dealing establishes that practice.

156. A - Acceptance exactly matches offer - Mirror image rule requires acceptance exactly match offer
terms without additions or modifications. Any variance creates counteroffer terminating original offer.
Common law contracts (services) follow strict mirror image rule. UCC (goods) is more flexible allowing
additional terms in acceptance between merchants to become part of contract unless material or objected
to.

157. A - May become part of contract unless material - Under UCC, additional terms in acceptance
between merchants become part of contract unless: (1) offer expressly limits acceptance to offer terms,
(2) additional terms materially alter contract, or (3) offeror objects within reasonable time. Material
alterations don't become part of contract. Non-merchants: additional terms are proposals requiring
acceptance.

158. B - Something of value exchanged - Consideration is something of value exchanged between parties
making contracts enforceable. Can be money, promises, property, services, or forbearance. Consideration
must be bargained-for exchange—not gifts. Courts don't inquire into adequacy of consideration. Past
consideration isn't valid consideration. Illusory promises lacking commitment aren't consideration.
Essential element of enforceable contracts.



159. C - Not valid consideration - Past consideration is something already done before promise is made.
Not valid consideration because not bargained-for exchange. Example: "I promise to pay you for work
you did last month." Promise based on past act isn't enforceable. Consideration must be exchanged at time
of contract formation. Moral obligations to pay for past acts aren't enforceable without new consideration.

160. C - Promisor should reasonably expect reliance causing injury - Promissory estoppel enforces
promises without consideration when: (1) promisor makes promise, (2) promisee reasonably relies on
promise, (3) reliance is foreseeable, (4) injustice results without enforcement. Substitutes for consideration
preventing unjust enrichment. Applied when promises induce detrimental reliance. Remedy may be
limited to reliance damages rather than expectation damages.

161. B - Keeps offer open for consideration - Option contracts keep offers open for specified time in
exchange for consideration. Offerors cannot revoke during option period. Consideration can be nominal.
Used in real estate ("option to purchase"). Option gives optionee right to accept during period without
obligation. Offeror cannot sell to others during option period. Options are enforceable contracts to keep
offers open.

162. C - Irrevocable for stated time up to 3 months - Under UCC, merchant's firm offers are irrevocable
for stated time (up to 3 months) without consideration if: (1) merchant makes offer, (2) offer is in writing
and signed, and (3) offer states it will remain open. Protects good faith parties from revocation. After 3
months, becomes revocable. Applies only to sales of goods between merchants.

163. B - Voidable by minor - Contracts with minors are voidable by minors but binding on adults. Minors
can disaffirm contracts anytime during minority and reasonable time after reaching majority. Adults
cannot disaffirm based on other party's minority. Protects minors from improvident contracts. Exceptions:
minors can't disaffirm contracts for necessities (food, shelter, clothing). Upon disaffirming, minors must
return what remains but not necessarily full value.

164. D - Voidable by innocent party - Contracts induced by fraud are voidable by innocent parties but
valid unless rescinded. Fraud victims can choose to: (1) rescind contract and restore parties to original
positions, or (2) affirm contract and sue for damages. Must act promptly to rescind. Affirmation or delay
may waive rescission rights. Fraud requires: misrepresentation of material fact, knowledge of falsity,
intent to deceive, reliance, and damages.

165. C - Abuse of position of trust - Undue influence occurs when one party abuses position of trust or
confidence to overcome another party's free will. Distinguished from ordinary persuasion. Common in
relationships with power imbalance: attorney-client, doctor-patient, caretaker-elderly. Creates
presumption of undue influence shifting burden to dominant party to prove transaction was fair. Makes
contracts voidable protecting vulnerable parties.

166. D - One-sided and extremely unfair - Unconscionable contracts are so one-sided and unfair that
reasonable person wouldn't enter into them. Two types: procedural unconscionability (improper
bargaining process like fine print or high pressure) and substantive unconscionability (unfair terms).
Courts can refuse enforcement, sever unconscionable provisions, or limit application. Protects weaker
parties from oppressive contracts. Determined at contract formation.



167. A - Are so one-sided they shock conscience - Courts may refuse enforcing unconscionable contracts
that are so one-sided they "shock the conscience." Considers both process (was bargaining fair?) and
substance (are terms fair?). Example: consumer contracts with hidden unfair terms in fine print. Courts
have power to protect parties from oppressive contracts while generally respecting freedom of contract.
Must be truly unconscionable—not just bad deals.

168. B - Honesty and fair dealing - Good faith in contract performance means honesty in fact and
observance of reasonable commercial standards of fair dealing. Implied duty of good faith and fair dealing
exists in all contracts. Doesn't mean perfect performance but honest effort and fair dealing. Can't take
advantage of technicalities contrary to reasonable expectations. Violating good faith is breach even
without express provisions.

169. C - Previous conduct between parties - Course of dealing is sequence of previous conduct between
parties establishing common basis for understanding and interpreting communications and conduct.
Shows how parties have interpreted agreements in past. Courts use course of dealing to interpret
ambiguous terms. If parties always allowed informal change orders previously, course of dealing suggests
continuing practice. Past dealings inform current intent.

170. C - Regular practice in particular trade - Usage of trade is practice or method of dealing with such
regularity in trade or industry that it justifies expectation of observance. Industry customs and standards.
Courts look to usage of trade to interpret ambiguous terms and fill gaps. Trade practices show how
reasonable people in industry understand terms. Parties presumed to contract with knowledge of trade
customs.

171. C - DIR based on wage surveys - California DIR (Department of Industrial Relations) determines
prevailing wage rates based on collective bargaining agreements in areas and wage surveys of public
works. Rates established for each craft classification in county areas. Include base wages, benefits,
overtime, and travel rates. DIR publishes wage determinations for projects. Prevailing wages typically
higher than market rates reflecting union scale.

172. B - 3 years retention required - Certified payroll records and supporting documents must be
maintained for 3 years after project completion. Records must be available for Labor Commissioner
inspection. Three-year retention period matches statute of limitations for most violations. Failure to
maintain records creates presumption in employees' favor. Always retain public works records for 3+
years protecting against audits and claims.

173. C - All contractors and subcontractors - DIR registration is required for all contractors and
subcontractors performing public works. Registration requires current contractor license, workers'
compensation insurance, and fee payment. Cannot bid or work on public works without registration. DIR
maintains database of registered contractors. Working without registration results in penalties and
debarment. Register before bidding public works.

174. B - Vary by trade based on standards - Apprentice-to-journeyman ratios on public works are
established by apprenticeship programs and vary by trade. Common ratios: 1:5 (one apprentice per five
journeymen) but differs by craft. Ratios ensure adequate supervision and training. Contractors must



request apprentices from programs or receive approval to use different ratios. Violations result in penalties
and reporting requirements.

175. A - $25,000 threshold for bonds - California public works contracts over $25,000 require performance
bonds (guaranteeing completion) and payment bonds (protecting subs and suppliers). Bond amounts
typically 100% of contract price. Bonds protect public entities and downstream parties. Contracts under
$25,000 may not require bonds. Local agencies may set different thresholds but $25,000 is common
minimum.

176. B - Financial capacity, experience, and ability - "Responsible bidder" standard evaluates whether
bidders can perform work competently. Considerations include: financial capacity, technical expertise,
performance history, current work in progress, and management capability. Lowest bids don't
automatically win if bidders aren't responsible. Awarding bodies evaluate responsibility protecting project
success. Irresponsible bidders can be rejected regardless of price.

177. B - Listing specific trade subs in bids - Subcontractor listing laws require prime contractors list
subcontractors for specified trades (mechanical, electrical, plumbing, HVAC, etc.) in bids. Lists include
sub names, license numbers, and portions of work. Protects subs from bid shopping by requiring listing
before award. Listed subs must perform work unless good cause shown for substitution. Promotes fair
bidding and prevents manipulation.

178. C - Prohibited after award - Bid shopping is soliciting lower bids from subcontractors other than
those listed after learning winning bid amount. Subcontractor listing laws prohibit bid shopping requiring
primes use listed subs or show good cause for substitution. Bid shopping undermines fair bidding and
harms subs who provided bids in good faith. Unethical and illegal on public works.

179. C - Showing good cause - Substituting listed subcontractors requires showing good cause such as:
listed sub refuses to execute contract, becomes unavailable, fails to provide adequate bonds, isn't properly
licensed, or other legitimate business reasons. Can't substitute for convenience or because found cheaper
sub. Good cause protects subs from bid shopping while allowing necessary substitutions. Must document
reasons and follow procedures.

180. B - Forfeitures and penalties for underpayment - Prevailing wage violations result in: forfeitures of
$50-$200 per day per worker paid less than prevailing wage, penalties up to $200 per day, debarment from
public works for up to 3 years, and requirement to pay unpaid wages. Violations are serious with
substantial penalties. Willful violations increase penalties. Always pay prevailing wages, maintain
accurate records, and post wage determinations.

181. B - 6 feet or greater - OSHA requires fall protection in construction at 6 feet or greater (some states
like California require 6 feet; federal OSHA triggers vary by activity: 6 feet for general construction, 4
feet for scaffolds). Fall protection includes: guardrails, safety nets, or personal fall arrest systems. Leading
cause of construction deaths. Employers must provide fall protection, train workers, and enforce use
protecting against falls.

182. D - Full-body harness, lanyard, anchorage - Personal fall arrest systems (PFAS) consist of: full-body
harness worn by worker, lanyard or lifeline connecting harness to anchor point, and anchor point capable



of supporting 5,000 pounds per attached worker. Safety belts are prohibited—only full-body harnesses.
System must limit free fall distance to 6 feet and arrest force to 1,800 pounds. Inspect before each use.

183. D - 5,000 pounds per attached worker - Anchor points for personal fall arrest systems must support
minimum 5,000 pounds per attached worker or be designed by qualified person with safety factor of two.
Anchorage is critical—weak anchors fail causing falls. Steel beams, roof structures, and engineered
anchor points typically qualify. Never anchor to guardrails or unstable objects. Qualified persons must
evaluate anchor adequacy.

184. C - 42 inches + 3 inches - Guardrail top rails must be 42 inches + 3 inches (39-45 inches) above
walking/working surface. Mid-rails required at approximately half the height. Toe-boards if falling objects
hazard exists. Guardrails must withstand 200 pounds outward or downward force. Properly constructed
guardrails prevent falls and are preferred over other fall protection because they're passive protection
requiring no worker action.

185. B - Atmospheric testing, attendant, rescue arrangements - Permit-required confined spaces need:
written entry permits verifying precautions, atmospheric testing before and during entry, attendants
stationed outside monitoring entrants and summoning rescue, rescue arrangements (non-entry preferred
or trained rescue teams), and specific training. Confined spaces kill workers through atmospheric hazards,
engulfment, or configuration. Never enter without proper permits and precautions.

186. C - Required for servicing hazardous energy equipment - Lockout/tagout (LOTO) procedures are
required when servicing or maintaining equipment with hazardous energy (electrical, mechanical,
hydraulic, pneumatic, chemical, thermal, gravitational, or other). LOTO ensures equipment can't be
restarted during maintenance preventing caught-in injuries and deaths. Written procedures, training,
periodic inspections, and locks/tags required. Authorized employees apply LOTO protecting themselves
and affected employees.

187. D - Sloping, shoring, or shielding - Excavations 5 feet deep or greater require protective systems:
sloping (cutting back sides), shoring (supporting sides with timber or hydraulic supports), or shielding
(trench boxes protecting workers). Competent persons must design and supervise protective systems.
Cave-ins kill workers—never enter unprotected trenches regardless of soil type or depth. Excavations are
most hazardous construction activities requiring strict protection.

188. C - Daily before work and after changes - Competent persons must inspect excavations daily before
work starts, after events that could increase hazards (rainstorms, freeze-thaw), and throughout day as
conditions change. Inspections identify hazards: cave-in risks, water accumulation, hazardous
atmospheres, and access/egress issues. Competent persons have authority and knowledge to identify and
correct hazards. Never enter excavations not inspected and deemed safe.

189. C - Protective systems required - Trenches 4 feet deep or greater require protective systems just like
excavations. Trenches are narrow excavations (width not exceeding depth) typically for utilities.
Protective system requirements are same: sloping, shoring, or shielding. Exception: competent persons
can determine protective systems aren't needed in stable rock excavations. Protect workers from cave-ins
in trenches 4+ feet deep.



190. D - Before each shift by competent person - Scaffolds must be inspected by competent persons before
each work shift and after events that could affect structural integrity (alterations, incidents, weather). Daily
inspections identify damaged components, improper assembly, or hazards. Workers can't use defective or
improperly assembled scaffolds. Competent persons must evaluate and approve scaffolds before use
protecting workers from falls and collapses.

191. D - Labels, SDS, and training required - Hazard Communication Standard has three components: (1)
labels on containers identifying chemicals and hazards, (2) Safety Data Sheets (SDS) providing detailed
hazard information, and (3) training on hazards and protective measures. All three are required ensuring
workers understand chemical hazards and know how to protect themselves. HazCom gives workers right
to know about hazards they work with.

192. C - Maintained and accessible to workers - Employers must maintain current Safety Data Sheets for
all hazardous chemicals and make them readily accessible to workers during work shifts. SDS must be
available whenever workers are exposed to chemicals. Locked offices or restricted access violates
requirements. Digital or paper SDS systems both acceptable if workers can access them immediately when
needed. SDS are critical information resources.

193. C - Log of work-related injuries and illnesses - OSHA Form 300 is Log of Work-Related Injuries
and Illnesses recording all recordable injuries and illnesses occurring during year. Employers with 11+
employees must maintain OSHA 300. Post summary (Form 300A) annually February-April. Recording
criteria: work-related injury or illness requiring medical treatment beyond first aid, lost work days,
restricted work, or loss of consciousness. Accurate recordkeeping is compliance requirement tracking
workplace safety.

194. B - Exposure control plan, PPE, post-exposure procedures - Bloodborne pathogen training must
cover: exposure control plan, hazards of bloodborne pathogens, protective measures including personal
protective equipment, proper work practices, hepatitis B vaccination, and post-exposure procedures.
Training required at hire, annually, and when job changes. Protects workers from HIV, hepatitis B/C, and
other bloodborne diseases. Critical for construction workers with potential blood exposure.

195. D - Offered at no cost to exposed workers - Hepatitis B vaccinations must be offered at no cost to
employees with occupational exposure within 10 working days of assignment. Vaccinations are
voluntary—employees can decline by signing declination forms. Employers can't require vaccination but
must offer and document. Declining employees can later request vaccination at no cost. Vaccination series
protects workers from hepatitis B infection.

196. A - Respirators used (required or voluntary) - Written respiratory protection programs are required
whenever respirators are used, whether required or permitted voluntarily. Programs include: medical
evaluations ensuring workers can use respirators safely, fit testing ensuring proper seal, selection of
appropriate respirators, cleaning and maintenance, and training. Even voluntary use requires program
elements. Respiratory protection prevents lung diseases from dusts, vapors, and fumes.

197. C - Water, shade, training, monitoring - California's heat illness prevention standard requires: access
to fresh cool water, access to shade for cooling, training on heat illness recognition and prevention,
monitoring workers on hot days, implementing emergency procedures, and acclimatizing new and



returning workers. Heat illness is preventable but kills workers in hot weather. Employers must provide
water, shade, rest breaks, and monitoring preventing heat exhaustion and heat stroke.

198. B - Engineering controls, water, PPE, medical surveillance - Silica exposure standard requires:
exposure limits (50 ug/m?), engineering controls (water for dust suppression, ventilation), respiratory
protection when controls insufficient, medical surveillance for highly-exposed workers, written programs,
and training. Crystalline silica causes silicosis, lung cancer, and kidney disease. Cutting concrete,
masonry, and stone creates dangerous silica dust requiring strict controls protecting workers' lungs.

199. B - Extension 3 feet above landing, secured, proper angle - Ladder safety requires: extension ladders
extend 3 feet above landing points for secure access, ladders secured to prevent displacement, proper angle
(4:1 ratio—base 1 foot out per 4 feet up), face ladder when climbing, maintain three points of contact,
inspect before use, rated for load, and don't overreach. Ladder falls cause serious injuries and deaths.
Proper ladder use and maintenance prevents falls.

200. B - Moving parts and point of operation - Machine guarding protects workers from point of operation
(where work is performed), nip points (rotating parts), rotating parts, flying chips, and sparks. Guards
must prevent hands and body parts from entering danger zones. Mechanical, electrical, or automatic
guards are acceptable. Guards must be in place during operation—never remove or bypass guards.
Machine hazards cause amputations, crushing, and laceration injuries requiring protection.



