
PRACTICE EXAM 15: BUSINESS & 

LAW EXAM SIMULATION (50 

QUESTIONS) 
 

Time Allowed: 120 Minutes (2 Hours) 

Total Questions: 50 

Passing Score: 70% (35 Correct) 

 

DOMAIN 1: LICENSING REQUIREMENTS (Questions 1–8) 

 

1. A licensed Alabama contractor is approached by a real estate developer to construct five 

identical retail buildings on five separate parcels. Each building contract is valued at $180,000, 

totaling $900,000 across all five contracts. The contractor's license has a $500,000 monetary 

limitation. Under Alabama licensing law, may the contractor accept all five contracts? 

 

A. No, because the combined total of $900,000 exceeds the contractor's $500,000 monetary 

limitation 

B. No, because a contractor may hold a maximum of three active contracts at any time under 

Alabama law 

C. Yes, because the combined total is divided by five, resulting in only $180,000 per contract 

on average 

D. Yes, because the monetary limitation applies to each individual contract — each $180,000 

contract independently falls within the $500,000 limit, so the contractor may accept all five 

projects simultaneously 

 

 

2. Under Alabama law, a licensed contractor hires a fulltime employee whose sole job is to 

solicit new construction business — meeting with potential clients, preparing proposals, and 

negotiating contract terms. This employee has no construction experience and holds no 

contractor's license. Under Alabama licensing regulations, does this employee need a 

contractor's license? 

 



A. Yes, all employees who interact with potential clients must hold their own individual 

contractor's license 

B. An employee who performs sales and business development activities under the supervision 

and authority of the licensed contractor generally does not need a separate contractor's license 

— the employee is acting as an agent of the licensed company, not as an independent 

contractor; however, the employee should not represent qualifications or make commitments 

beyond the company's licensed scope 

C. Only employees who earn commissions exceeding $50,000 per year need a separate 

contractor's license 

D. The employee must hold a real estate license rather than a contractor's license for solicitation 

activities 

 

 

3. A contractor in Alabama completes a $350,000 commercial project and the owner is satisfied 

with the work. However, during a routine audit, the Licensing Board discovers that the 

contractor's CPAprepared financial statement submitted at the last renewal was based on 

unaudited financial data that significantly overstated the company's assets. Under Alabama 

licensing regulations, what is the consequence? 

 

A. No consequence because the Board accepts all financial statements at face value without 

verification 

B. The overstated financial statement has no effect as long as the contractor completed the 

project successfully 

C. The Board may take disciplinary action because the financial statement is a material 

component of the licensing process — overstated assets may have resulted in a higher monetary 

limitation than the contractor's actual financial condition warrants, and the submission of 

inaccurate financial information may constitute a violation 

D. The consequence is limited to a $25 fine for submitting an inaccurate financial statement at 

any time 

 

 

4. Under Alabama law, a person who holds a valid contractor's license in Alabama may also 

perform work as a subcontractor on another contractor's project without any additional 

licensing requirements. However, what specific obligation does the licensed subcontractor 

have when working under another licensed general contractor? 

 

A. The subcontractor must comply with all applicable licensing requirements for its own scope 

of work, maintain its own separate insurance coverage, and ensure its own employees meet all 



safety and training requirements — the subcontractor's license authorizes the work, but the 

subcontractor remains independently responsible for regulatory compliance 

B. The subcontractor has no obligations because the general contractor's license covers all 

subcontractor work 

C. The subcontractor must surrender its own license to the GC for the duration of the 

subcontracted project 

D. The subcontractor must obtain a separate "subcontractor endorsement" from the Board for 

each project 

 

 

5. A contractor's qualifying party holds licenses in three states — Alabama, Mississippi, and 

Tennessee — all obtained through reciprocity agreements. The qualifying party is convicted of 

a felony involving construction fraud in Mississippi. Under Alabama licensing regulations, 

how might this outofstate conviction affect the Alabama license? 

 

A. Only Alabama convictions affect the Alabama license and outofstate convictions are always 

irrelevant 

B. The Mississippi conviction affects only the Mississippi license with no impact on any other 

state's license 

C. Outofstate convictions affect Alabama licensing only if the conviction involved a project 

valued over $1M 

D. The Mississippi fraud conviction may serve as grounds for the Alabama Board to take 

disciplinary action — felony convictions involving fraud directly reflect on the qualifying 

party's fitness to hold a license, and Alabama's licensing regulations typically require disclosure 

of convictions in any jurisdiction 

 

 

6. Under Alabama law, a contractor who advertises the ability to perform construction work 

without holding a valid license commits a specific offense. What is this offense called, and 

what is the potential penalty? 

 

A. This offense is called "bid shopping" and carries a maximum penalty of a $100 

administrative fee only 

B. Advertising construction services without a valid license constitutes unlicensed contracting 

or holding out as a contractor without a license — the person may face criminal penalties 

including fines up to $6,000 and imprisonment up to one year, the same penalties that apply to 

actually performing unlicensed work 



C. Advertising without a license is a civil matter only and carries no criminal penalties under 

Alabama law 

D. The offense applies only to television and radio advertising, not to print, online, or social 

media platforms 

 

 

7. A contractor in Alabama wants to take on a partner and restructure the business from a sole 

proprietorship to a general partnership. Under Alabama licensing regulations, what steps must 

be taken regarding the contractor's license? 

 

A. The sole proprietorship license must be surrendered and a new license application must be 

submitted for the general partnership — the partnership is a different legal entity requiring its 

own license with an identified qualifying party, financial statement, and compliance with all 

application requirements 

B. The sole proprietorship license automatically converts to a partnership license when a 

partner is added 

C. The contractor simply adds the partner's name to the existing license with a phone call to 

the Board 

D. Partnerships are prohibited under Alabama licensing law and the contractor must remain a 

sole proprietor 

 

 

8. Under Alabama licensing law, the Board has authority to impose "conditions" on a license 

as part of a disciplinary action — for example, requiring the contractor to submit quarterly 

financial statements or limiting the types of projects the contractor may undertake. If the 

contractor violates one of these conditions, what is the consequence? 

 

A. Violating a condition results only in the condition being removed from the license with no 

further action 

B. The condition automatically expires after 30 days if the contractor does not comply 

voluntarily 

C. Violation of a Boardimposed condition constitutes a separate licensing violation that may 

result in escalated disciplinary action — the Board may convert a conditional license to a 

suspended or revoked license because the contractor has demonstrated an unwillingness or 

inability to comply with the Board's requirements 

D. Conditions imposed on a license are advisory suggestions with no enforcement mechanism 

available 



DOMAIN 2: ESTIMATING AND BIDDING (Questions 9–13) 

 

9. A contractor is preparing a bid for a large commercial project and the estimator discovers 

that one critical specification section references a product that has been discontinued by the 

manufacturer. No addendum has been issued addressing the discontinued product. Under 

standard bidding practice, what should the estimator do? 

 

A. The estimator should submit a prebid RFI to the architect identifying the discontinued 

product and requesting either a substitute product specification or confirmation that an 

equivalent product is acceptable — pricing an unavailable product creates a scope gap that 

could result in a costly change order after award 

B. The estimator should include $0 for the discontinued product and address it only if the 

contractor wins the bid 

C. The estimator should select any available product regardless of the specification 

requirements 

D. Discontinued products are always automatically replaced by the manufacturer's newest 

model at no cost 

 

 

10. A contractor's estimator is calculating "equipment costs" for a commercial project. The 

contractor owns a crawler crane that will be used on the project for 4 months. The estimator 

must determine whether to charge the project based on the crane's "internal rental rate" 

(ownership cost) or an external rental rate. Under standard estimating practice, which rate 

should be used? 

 

A. The estimator should always use the highest available external rental rate to maximize 

project revenue 

B. Equipment costs should always be excluded from the estimate because the contractor 

already owns the crane 

C. The estimator should use the contractor's internal equipment rate (which reflects ownership 

costs including depreciation, insurance, maintenance, fuel, and a return on investment) or a 

competitive external rental rate, whichever is appropriate — the internal rate recovers the 

contractor's actual cost of owning and operating the equipment 

D. The estimator should charge only the fuel cost for owned equipment with no other cost 

components included 

 

 



11. A contractor submits a bid on a public project in Alabama and the bid form requires a 

"nondiscrimination certification" affirming that the contractor does not discriminate in hiring 

or subcontracting based on race, color, religion, sex, national origin, disability, or veteran 

status. Under Alabama's competitive bidding requirements and federal civil rights law, what is 

the consequence of failing to submit this certification? 

 

A. The certification is optional and its absence has no effect on the bid's responsiveness or the 

award decision 

B. The bid may be declared nonresponsive for failing to include a required certification — on 

federally funded projects, the nondiscrimination certification is a mandatory compliance 

requirement, and failure to submit it may disqualify the bid regardless of the price 

C. The certification is required only on projects exceeding $10,000,000 in total contract value 

in Alabama 

D. The certification applies only to contractors with more than 500 employees and exempts 

smaller companies 

 

 

12. A contractor is preparing a bid for a phased commercial project where the owner will 

occupy the first building while the contractor constructs the second building. The bid must 

include costs for maintaining occupiedbuilding safety measures during the second phase. 

Under standard estimating practice, what additional costs should the estimator include for 

working adjacent to an occupied building? 

 

A. No additional costs are needed because construction adjacent to occupied buildings requires 

no special measures 

B. The estimator should reduce costs because working near an occupied building provides 

access to the building's utilities 

C. Additional costs are needed only if the occupied building is a hospital or school, not for 

commercial buildings 

D. The estimator should include costs for dust and noise barriers, security fencing between 

construction and occupied areas, afterhours work if noisy operations must be scheduled outside 

business hours, additional cleaning, temporary egress path maintenance, and coordination with 

the building's management — these occupiedbuilding measures add measurable cost 

 

 

13. A contractor's estimator calculates the "fee" (profit) for a costplus project. The owner asks 

why the fee should be a fixed amount rather than a percentage of cost. Under standard 

construction contract practice, what advantage does a fixed fee provide over a percentage fee? 



A. A fixed fee aligns the contractor's interest with cost control because the contractor's profit 

remains the same regardless of whether costs increase or decrease — unlike a percentage fee 

(where the contractor profits more when costs rise), a fixed fee incentivizes efficiency because 

every dollar saved improves the contractor's effective return without reducing the fee 

B. A fixed fee always results in a higher profit for the contractor than a percentage fee on every 

project 

C. A fixed fee and a percentage fee produce identical financial results on all costplus 

construction projects 

D. A fixed fee eliminates all risk for the contractor because the fee cannot be reduced for any 

reason 

 

DOMAIN 3: LIEN LAWS (Questions 14–15) 

 

14. Under Alabama's mechanics' lien law, a contractor who performs work on a project 

involving both private property and public rightofway (such as a commercial building with site 

work extending into the public road) faces a jurisdictional question. Under Alabama law, can 

a mechanics' lien attach to the public rightofway portion of the project? 

 

A. Mechanics' liens may attach to any property including public rightsofway and 

governmentowned parcels 

B. Mechanics' liens may only attach to the entire project including all public and private 

portions together 

C. Mechanics' liens cannot attach to public property (including public rightsofway) — the lien 

may attach only to the private property portion of the project; for work performed on the public 

portion, the contractor must rely on the payment bond (if required) or pursue a contract claim 

rather than a lien 

D. Liens on public property are handled identically to liens on private property under Alabama 

law 

 

15. A general contractor on a commercial project is concerned about the risk of "double 

payment" — paying the subcontractor and then having the subcontractor's supplier file a 

mechanics' lien against the property for materials the subcontractor failed to pay for. Under 

standard construction practice, what mechanism protects the GC and owner from this 

doublepayment risk? 

 

A. Double payment risk cannot be managed and is an unavoidable cost of construction in all 

jurisdictions 



B. The GC should require lien waivers from both the subcontractor and the subcontractor's 

major material suppliers with each progress payment — conditional lien waivers confirm that 

the subcontractor has paid (or will pay upon receipt of the current payment) the suppliers, 

progressively reducing the owner's exposure to supplier liens 

C. The owner should pay all suppliers directly to eliminate the subcontractor from the payment 

chain entirely 

D. Double payment risk exists only on government projects and never on private commercial 

construction 

 

 

DOMAIN 4: FINANCIAL MANAGEMENT (Questions 16–20) 

 

16. A contractor's financial advisor recommends implementing "job costing" at the "cost code" 

level rather than at the overall project level. Under standard construction accounting, what 

advantage does costcodelevel tracking provide over projectlevel tracking? 

 

A. Costcodelevel tracking breaks the project budget into individual work activities (concrete, 

framing, roofing, electrical, etc.) so the contractor can identify which specific activities are 

over or under budget — this granularity enables targeted corrective action on problem areas 

rather than discovering an overall project overrun when it is too late to correct 

B. Costcodelevel tracking provides no advantage over tracking costs at the overall project level 

C. Costcodelevel tracking is required only for government contracts and has no application to 

private work 

D. Costcodelevel tracking increases accounting costs without providing any useful 

management information 

 

 

17. A contractor reviews the company's "profit and loss statement" and notices that "other 

income" includes $15,000 from the sale of surplus construction equipment. Under standard 

construction accounting, how should this income be classified? 

 

A. Equipment sale proceeds are always classified as construction revenue on the profit and loss 

statement 

B. The $15,000 should be added to the company's annual payroll as employee bonus 

compensation 



C. The $15,000 from equipment sales is properly classified as "other income" (nonoperating 

income) because it does not come from the company's primary business of construction — 

separating operating revenue from nonoperating income provides a clearer picture of the 

company's core construction profitability 

D. Equipment sales should never appear on any financial statement and must be excluded from 

all reports 

 

 

18. A contractor is evaluating the "payback period" for purchasing a $120,000 piece of 

construction equipment that will generate estimated annual net savings (reduced rental costs 

minus ownership costs) of $30,000 per year. Under financial management principles, what is 

the payback period? 

 

A. The payback period is 10 years calculated by multiplying the equipment cost by the annual 

savings 

B. The payback period cannot be calculated without knowing the equipment manufacturer's 

warranty period 

C. The payback period is 30 years calculated by dividing the annual savings by the equipment 

purchase price 

D. The payback period is 4 years ($120,000 ÷ $30,000 per year), meaning the equipment pays 

for itself through net savings in four years — after that point, the continued annual savings 

represent pure financial benefit; the payback period helps the contractor compare equipment 

purchase versus continued rental 

 

 

19. A contractor's bank requires a "debt service coverage ratio" (DSCR) of at least 1.25 as a 

loan covenant. The company's annual net operating income is $250,000 and annual debt service 

(principal plus interest) is $200,000. What is the DSCR, and does the company meet the 

covenant? 

 

A. The DSCR is 0.80, which is below the required 1.25 and violates the loan covenant 

requirement 

B. The DSCR is 1.25 ($250,000 ÷ $200,000 = 1.25), which exactly meets the bank's minimum 

requirement — the company generates $1.25 of net operating income for every $1.00 of debt 

service, providing a 25% cushion; however, operating exactly at the minimum leaves no margin 

for income fluctuation 

C. The DSCR cannot be calculated without knowing the company's total annual revenue from 

all sources 



D. The DSCR is 2.50, which exceeds the requirement and indicates the company has excessive 

debt capacity 

 

 

 

20. A contractor's accountant explains that the company's "chart of accounts" organizes all 

financial transactions into categories. Under standard construction accounting, what are the 

primary categories in a construction company's chart of accounts? 

 

A. Assets, liabilities, owner's equity, revenue, cost of revenue (direct costs), and overhead 

expenses — the chart of accounts provides the framework for recording every financial 

transaction in the correct category; constructionspecific accounts include job costs by cost 

code, retainage receivable, retainage payable, workinprogress, and equipment accounts 

B. The chart of accounts includes only revenue and expenses with no balance sheet accounts 

of any type 

C. Construction companies use only three accounts: cash, revenue, and profit for all financial 

transactions 

D. The chart of accounts is a decorative document with no functional purpose in construction 

accounting 

 

 

DOMAIN 5: PAYROLL, TAXES, AND INSURANCE (Questions 21–26) 

 

21. Under federal tax law, a contractor must determine whether to capitalize or expense the 

cost of a new roof on the company's office building. The roof costs $85,000 and replaces a 

deteriorated 20yearold roof. Under IRS "repair versus improvement" regulations, how should 

this expenditure be classified? 

 

A. A complete roof replacement is generally classified as a capital improvement (betterment, 

restoration, or adaptation) rather than a repair — the $85,000 must be capitalized and 

depreciated over the building's remaining useful life because it restores a major component of 

the building rather than merely maintaining its current condition 

B. All building expenditures under $100,000 are automatically classified as immediately 

deductible repairs 

C. Roof replacements are always fully deductible as repair expenses in the year incurred 

without exception 



D. The classification depends solely on the contractor's personal preference with no IRS 

guidelines applicable 

 

 

22. A contractor's workers' compensation policy includes an "experience rating modification" 

(EMR) that has decreased from 1.20 to 0.85 over the past four years. The company's annual 

workers' compensation premium base rate produces a base premium of $100,000. Under the 

EMR system, what is the financial impact of the EMR improvement? 

 

A. The EMR improvement has no financial impact because the premium remains at $100,000 

regardless of EMR 

B. The EMR is a significant financial factor — at 0.85 the premium is $85,000 ($100,000 × 

0.85) compared to $120,000 at the prior 1.20 EMR ($100,000 × 1.20), representing annual 

savings of $35,000; additionally, the improved EMR may qualify the contractor for projects 

requiring EMR below 1.0 

C. The EMR improvement increases the premium because lower EMRs always result in higher 

insurance costs 

D. The financial impact is limited to a $500 onetime rebate check from the insurance carrier at 

year end 

 

 

23. Under Alabama law, an employer must maintain payroll records for a specific retention 

period. Under the combined requirements of the IRS, Alabama Department of Revenue, and 

OSHA recordkeeping standards, what is the minimum recommended retention period for 

payroll records? 

 

A. Payroll records must be retained for only 30 days after each pay period ends with no longer 

requirement 

B. The minimum recommended retention period is at least four to seven years depending on 

the specific record type — the IRS requires employment tax records for four years, Alabama 

may require similar retention, and OSHA injury records must be retained for five years; 

maintaining records for seven years covers all federal and state requirements 

C. Payroll records have no retention requirement and may be destroyed immediately after the 

paycheck is issued 

D. Only electronic payroll records must be retained while paper records may be destroyed after 

each pay cycle 

 



 

24. A contractor is reviewing the company's "general liability audit" results. The CGL insurer 

audited the company's gross receipts and determined that the actual receipts were $1,500,000 

higher than the estimated receipts used to set the initial premium. Under standard CGL policy 

terms, what is the result of this audit finding? 

 

A. The audit finding has no financial consequence because CGL premiums are based on a fixed 

annual amount 

B. The insurer owes the contractor a refund because higher revenue indicates a more successful 

business 

C. The contractor owes an additional premium based on the higher actual receipts — CGL 

premiums are calculated on gross receipts (or payroll, depending on the classification), and 

actual receipts exceeding the estimate trigger an additional premium charge at the audit; the 

contractor should budget for potential audit adjustments 

D. The audit applies only to the deductible amount and does not affect the annual premium 

calculation 

 

 

25. Under federal tax law, a contractor who provides a "per diem" allowance to employees for 

travel expenses (meals and lodging) while working at outoftown project sites must determine 

whether the per diem is taxable. Under IRS rules, when is a per diem allowance excludable 

from the employee's taxable income? 

 

A. A per diem is excludable from taxable income when it does not exceed the IRSpublished 

federal per diem rate for the specific travel location and the employee provides adequate 

substantiation of the business purpose — per diem amounts exceeding the federal rate must be 

reported as taxable income on the employee's W2 

B. All per diem payments are always fully taxable regardless of the amount or the IRS 

published rate 

C. Per diem allowances are taxable only if the employee stays in a hotel costing more than 

$200 per night 

D. Per diem payments are never taxable under any circumstances regardless of the amount paid 

per day 

 

 



26. A contractor's insurance broker explains the concept of "experiencerated" versus 

"schedulerated" workers' compensation pricing. Under standard insurance practice, what is the 

difference between these two rating methods? 

 

A. Experience rating and schedule rating are identical methods that produce the same premium 

amount always 

B. Experience rating applies only to new companies while schedule rating applies to 

established companies 

C. Both methods are obsolete and no longer used by any workers' compensation insurance 

carrier 

D. Experience rating adjusts the premium based on the company's actual claims history (EMR), 

while schedule rating allows the insurer to modify the premium based on qualitative factors 

such as the company's safety program quality, workplace conditions, management commitment 

to safety, and housekeeping — both adjustments may apply to the same policy, compounding 

the premium impact 

 

 

DOMAIN 6: PERSONNEL AND LABOR LAW (Questions 27–31) 

 

27. Under the Fair Labor Standards Act, a nonexempt construction worker is paid on a 

"fluctuating workweek" basis — the employee receives a fixed weekly salary for all hours 

worked (which vary from week to week), and overtime is calculated using a different method 

than the standard timeandahalf rate. Under the fluctuating workweek method, how is overtime 

calculated? 

 

A. Overtime is calculated at double the regular rate for all hours exceeding 40 per week on the 

fluctuating method 

B. Under the fluctuating workweek method, the regular rate is calculated by dividing the fixed 

salary by the total hours actually worked that week — the overtime premium is onehalf (0.5×) 

the calculated regular rate for each hour over 40, rather than the standard 1.5× rate, because the 

fixed salary already compensates for all hours worked at the straighttime rate 

C. No overtime premium is owed under the fluctuating workweek method regardless of hours 

worked per week 

D. The fluctuating workweek method calculates overtime at exactly 1.5× the minimum wage 

rate for all hours 

 

 



28. A contractor's employee is injured while violating a company safety rule — the employee 

removed a machine guard to speed up production. Under Alabama's workers' compensation 

law, does the employee's safety violation affect the worker's entitlement to benefits? 

 

A. The employee is permanently disqualified from all workers' compensation benefits for the 

safety violation 

B. The employee's benefits are reduced by exactly 50% for every safety rule violation 

regardless of severity 

C. Workers' compensation is a nofault system — the employee's violation of the safety rule 

generally does not bar the claim because benefits are provided regardless of fault; however, 

Alabama law may allow a reduction in benefits if the employee was intoxicated at the time of 

injury or if the injury resulted solely from the employee's willful misconduct 

D. Only the employer may file a workers' compensation claim and the employee has no 

independent right 

 

 

29. Under OSHA's construction safety standards, employers must conduct a "hazard 

assessment" of the workplace before selecting personal protective equipment (PPE) for 

employees. Under OSHA's PPE standard (29 CFR 1926.95), what must the hazard assessment 

include? 

 

A. The hazard assessment requires only a list of PPE the company plans to purchase from a 

catalog 

B. The assessment requires only a count of the number of employees on the project with no 

hazard analysis 

C. The hazard assessment is performed only after an injury occurs to determine what PPE 

should have been worn 

D. The hazard assessment must identify the workplace hazards present (impact, penetration, 

compression, chemical, heat, harmful dust, optical radiation), evaluate the risk of injury from 

each hazard, and select the appropriate PPE to protect workers from each identified hazard — 

the assessment must be documented and updated when conditions change 

 

 

30. A contractor employs a 16yearold high school student as a summer worker on a commercial 

construction site. Under the Fair Labor Standards Act's child labor provisions, what specific 

work restrictions apply to this 16yearold? 

 



A. A 16yearold may perform any task on a construction site without restriction including heavy 

equipment operation 

B. A 16yearold has no work restrictions because the FLSA child labor provisions apply only 

to manufacturing 

C. A 16yearold is completely prohibited from working on any construction site under all federal 

regulations 

D. Only workers over age 21 may be employed on commercial construction sites under any 

circumstance 

 

 

31. Under Alabama law, a contractor who maintains a "safety committee" composed of both 

management and worker representatives may receive benefits from the workers' compensation 

insurance carrier. Under standard industry practice, what function does a safety committee 

serve? 

 

A. Safety committees serve only a social function and have no operational safety or financial 

benefit 

B. Safety committees are prohibited by Alabama law because they interfere with management 

authority 

C. The safety committee provides a structured forum for management and workers to jointly 

identify hazards, review accident investigations, recommend corrective actions, evaluate safety 

training effectiveness, and promote a culture of safety — active safety committees have been 

shown to reduce injury rates and may qualify the company for insurance premium credits 

D. Safety committees may only discuss financial matters and are prohibited from addressing 

safety topics 

 

 

DOMAIN 7: PROJECT MANAGEMENT (Questions 32–34) 

 

32. A contractor is managing a commercial project and discovers that the mechanical 

subcontractor has installed HVAC ductwork before the required ductwork pressure test was 

performed. The ductwork is now concealed above the suspended ceiling. Under standard 

contract provisions and quality management practice, what should the contractor do? 

 

A. Accept the concealed ductwork as installed because reopening the ceiling would be too 

expensive and disruptive 



B. The contractor should require the mechanical subcontractor to remove the ceiling tiles, 

expose the ductwork, and perform the required pressure test before the ceiling is reinstalled — 

concealing work before required testing violates the specifications and the contractor's duty to 

deliver compliant work; the cost of removing and reinstalling the ceiling belongs to the 

subcontractor who failed to test before concealment 

C. The contractor should simply certify the pressure test as complete without actually 

performing it 

D. Pressure testing of ductwork is always optional and never required by mechanical 

specifications or codes 

 

 

33. A contractor's project manager is tracking "request for information" (RFI) costs on a 

commercial project. Over 250 RFIs have been submitted and processed during the first eight 

months of a 14month project. The project manager estimates that the administrative cost of 

processing each RFI (drafting, tracking, reviewing responses, distributing) averages $350 per 

RFI. Under standard project management practice, what concern does this RFI volume raise? 

 

A. 250 RFIs is a normal volume for any commercial project and raises no concerns about cost 

or design quality 

B. RFI processing costs are always borne by the architect and have no financial impact on the 

contractor 

C. RFIs have no administrative cost and require no staff time to process, track, or distribute on 

the project 

D. The 250 RFIs at $350 each represent approximately $87,500 in administrative costs — this 

volume may indicate significant design deficiencies, unclear specifications, or coordination 

problems in the contract documents; the contractor should evaluate whether the excessive RFI 

volume entitles the company to a claim for additional costs caused by deficient design 

documents 

 

 

34. A contractor is managing a commercial project where the owner has furnished certain 

equipment for contractor installation (OFCI). The contractor receives a shipment of 

ownerfurnished kitchen equipment and discovers that two commercial ovens are damaged. 

Under standard contract provisions, what is the contractor's immediate obligation? 

 

A. The contractor must repair the damaged equipment at the contractor's own expense before 

installation 



B. The contractor has no obligation regarding OFCI equipment and should install it in whatever 

condition received 

C. The contractor must pay the replacement cost for the damaged equipment from the project 

contingency fund 

D. The contractor must immediately document the damage (photographs and written 

description), notify the owner in writing of the damage before installing the equipment, and 

avoid installing the damaged items until the owner provides direction — the owner is 

responsible for OFCI equipment condition, and the contractor must not install damaged items 

without written authorization 

 

 

DOMAIN 8: CONTRACT MANAGEMENT (Questions 35–40) 

 

35. Under Alabama contract law, a construction contract may include a "force account" 

provision for pricing change orders when the owner and contractor cannot agree on a lump sum 

price. Under standard construction practice, how does the force account method work? 

 

A. Force account requires the contractor to perform the changed work for free as a mandatory 

contribution 

B. Force account allows the owner to set the price unilaterally with no input from the contractor 

whatsoever 

C. Under force account, the contractor performs the changed work on a timeandmaterials basis, 

tracking actual labor hours (at agreed rates), material costs (with receipts), and equipment usage 

(at agreed rates), with the owner observing and verifying the daily quantities — an agreed 

markup for overhead and profit is applied to the documented costs 

D. Force account pricing applies only to work valued at less than $500 and cannot be used for 

larger changes 

 

 

36. A contractor is reviewing a proposed contract that includes a "delay damages" provision 

requiring the contractor to pay $3,000 per calendar day for each day the project is completed 

after the contractual completion date. The provision is labeled "liquidated damages." The 

contractor believes the $3,000 daily rate is excessive and bears no relationship to the owner's 

actual anticipated losses. Under Alabama law, when might a court refuse to enforce this 

liquidated damages provision? 

 



A. Courts always enforce liquidated damages at any rate specified by the owner without 

limitation or review 

B. Liquidated damages provisions are never enforceable in Alabama regardless of the daily 

rate specified 

C. Courts enforce liquidated damages only if the daily rate is less than $100 per calendar day 

for any project 

D. A court may refuse to enforce the $3,000 daily rate if the contractor demonstrates that the 

amount is not a reasonable forecast of the anticipated harm and instead functions as a "penalty" 

rather than compensation — Alabama courts distinguish between enforceable liquidated 

damages (reasonable preestimate of harm) and unenforceable penalties (amounts designed to 

punish rather than compensate) 

 

 

37. A contractor signs a subcontract that includes a "scope of work" exhibit listing specific 

activities. During construction, the contractor directs the subcontractor to perform an activity 

not listed in the exhibit. The subcontractor performs the work and submits a change order for 

$12,000. The contractor refuses to pay, arguing the work was within the subcontractor's 

"implied scope." Under standard subcontract practice, how is this dispute typically resolved? 

 

A. All disputes between contractors and subcontractors must be resolved by the Alabama 

Licensing Board 

B. The dispute is resolved by examining the subcontract language, the scope exhibit, industry 

trade practice, and the parties' course of dealing — if the work is clearly outside the scope 

exhibit and not reasonably implied by the contract language, the subcontractor is likely entitled 

to the change order; if the work is customarily included within the trade's standard scope, the 

GC may have a valid argument 

C. The subcontractor automatically receives triple the claimed amount when a change order 

dispute is proven 

D. The GC's verbal direction always overrides the written scope exhibit for all subcontract 

change orders 

 

 

38. Under Alabama contract law, a contractor who performs emergency repairs to prevent 

imminent property damage (such as temporary shoring to prevent a wall collapse) without a 

written change order may still recover the cost of the emergency work. Under what legal theory 

might the contractor recover? 

 



A. The contractor may recover under the theory of "quantum meruit" (reasonable value of 

services) or "implied contract" — when emergency action is necessary to prevent imminent 

damage to the owner's property and obtaining written authorization would cause dangerous 

delay, the law implies an obligation to compensate the contractor for the reasonable value of 

the emergency services 

B. The contractor can never recover for work performed without a written change order under 

any theory 

C. Emergency repairs are always performed at the contractor's expense with no right to 

compensation 

D. Only the fire department may authorize emergency construction work and contractors must 

wait for approval 

 

 

39. A contractor completes a project and the owner immediately begins occupying the building 

before the architect issues the Certificate of Substantial Completion. Under standard contract 

provisions (AIA A201), what legal effect does the owner's premature occupancy create? 

 

A. Premature occupancy has no legal effect and does not change any contractual milestone or 

obligation 

B. The owner's premature occupancy before the Certificate of Substantial Completion has no 

contractual significance 

C. The owner's occupancy and use of the building before formal certification may constitute 

acceptance of the work and may trigger the start of warranty periods and the transfer of risk of 

loss — the contractor should document the premature occupancy in writing and request that 

the architect promptly issue the Certificate of Substantial Completion 

D. Premature occupancy automatically extends the contract duration by six months without 

any documentation 

 

 

40. A contractor is reviewing a contract that includes a "no thirdparty beneficiary" clause. 

Under Alabama contract law, what does this clause mean? 

 

A. The clause prohibits the contractor from hiring any subcontractors for the project under all 

conditions 

B. The clause prevents the contractor from purchasing materials from thirdparty suppliers 

during construction 



C. The clause eliminates all insurance requirements because insurance companies are 

considered third parties 

D. The clause states that the contract is intended solely for the benefit of the named parties 

(owner and contractor) and does not create any rights or benefits for any third party — this 

prevents subcontractors, suppliers, or other nonparties from claiming they are intended 

beneficiaries of the contract and asserting rights under it 

 

 

DOMAIN 9: BUSINESS ORGANIZATION (Questions 41–42) 

 

41. A contractor operates as a corporation and the board of directors authorizes a $500,000 

equipment purchase. The company's bylaws require board approval for expenditures exceeding 

$100,000. One director objects, arguing the purchase is unwise. Under Alabama corporate law, 

what is the effect of the dissenting director's objection? 

 

A. The dissenting director's objection automatically blocks the purchase regardless of the 

majority's decision 

B. The dissenting director may be removed from the board for disagreeing with the majority's 

business decision 

C. Only unanimous board approval is valid and any dissent invalidates the authorization for 

the purchase 

D. If the board approves the purchase by the required vote (majority or supermajority as 

specified in the bylaws), the dissenting director's objection does not block the action — 

however, the dissenting director should formally record the objection in the board minutes to 

protect against personal liability if the purchase proves to be a poor business decision 

 

 

42. A contractor is considering forming a "joint venture" with another contractor for a single 

large project that exceeds either company's individual capacity. Under Alabama law, how is a 

joint venture typically structured? 

 

A. A joint venture requires forming a permanent new corporation that will exist indefinitely 

after the project 

B. A joint venture is typically a contractual arrangement between two or more parties for a 

specific, limited purpose (usually a single project) — the joint venture agreement defines each 

party's responsibilities, capital contributions, profit/loss sharing, management authority, 



insurance and bonding arrangements, and liability allocation; unlike a partnership, a joint 

venture is limited in scope and duration 

C. Joint ventures are prohibited under Alabama law for all construction companies without 

exception 

D. A joint venture requires each party to surrender its individual contractor's license for the 

duration 

 

 

DOMAIN 10: RISK MANAGEMENT (Questions 43–46) 

 

43. A contractor is evaluating whether to accept a project that requires demolishing a building 

known to contain asbestos, lead paint, and PCBcontaining equipment. The contractor has no 

experience with hazardous materials abatement. Under standard risk management principles, 

what is the most prudent approach? 

 

A. The contractor should subcontract all hazardous materials abatement work to licensed, 

experienced abatement contractors and maintain oversight to ensure compliance — 

selfperforming unfamiliar hazardous materials work creates unacceptable regulatory, health, 

and liability risks that outweigh any potential cost savings 

B. The contractor should selfperform the abatement to save the cost of hiring a specialty 

subcontractor 

C. The contractor should ignore the hazardous materials and demolish the building using 

standard methods 

D. The contractor should decline the entire project because no management strategy can 

address these risks 

 

 

44. Under Alabama law, a contractor who performs work near a navigable waterway (river, 

bay, or coastal area) must comply with additional environmental regulations. What federal 

agency has primary jurisdiction over construction activities affecting navigable waters? 

 

A. Only the Alabama Department of Environmental Management has jurisdiction over 

navigable waterways 

B. The Federal Highway Administration has exclusive jurisdiction over all navigable waterway 

construction 



C. The U.S. Army Corps of Engineers has primary federal jurisdiction over construction 

activities affecting navigable waters — Section 404 of the Clean Water Act requires a Corps 

permit for discharge of dredged or fill material into waters of the United States, and Section 10 

of the Rivers and Harbors Act regulates structures and work in navigable waters 

D. No federal agency has jurisdiction over construction activities near navigable waterways in 

Alabama 

 

 

45. A contractor's safety manager is developing a "sitespecific safety plan" (SSSP) for a 

commercial construction project. Under OSHA regulations and industry best practices, what 

should the SSSP contain? 

 

A. The SSSP requires only the contractor's company name and project address with no safety 

content needed 

B. The SSSP requires only a copy of OSHA's construction standards with no sitespecific 

analysis or procedures 

C. The SSSP should contain only emergency phone numbers posted in the job trailer with no 

other elements 

D. The SSSP must contain a project hazard analysis identifying sitespecific hazards, safety 

rules and procedures, emergency response plans, competent person designations, training 

requirements, PPE requirements, subcontractor safety requirements, incident reporting 

procedures, and sitespecific protocols for highhazard activities such as excavation, fall 

protection, confined space, and hot work 

 

 

46. A contractor is constructing a commercial building and must ensure that all temporary 

electrical installations on the construction site comply with OSHA's electrical safety standards. 

Under OSHA's construction electrical standards (29 CFR 1926 Subpart K), what groundfault 

protection must be provided for temporary wiring on a construction site? 

 

A. All temporary 120volt, singlephase, 15 and 20ampere receptacle outlets on the construction 

site must be protected by groundfault circuit interrupters (GFCIs) — alternatively, the 

employer may implement an "assured equipment grounding conductor program" as an equally 

effective method of protecting workers from electrical shock 

B. GFCI protection is required only in permanent installations and not on construction site 

temporary wiring 

C. Only circuits exceeding 240 volts require groundfault protection on construction sites 



D. No groundfault protection of any type is required on construction site temporary electrical 

installations 

 

 

DOMAIN 11: SAFETY, RECORDKEEPING, AND ENVIRONMENTAL (Questions 

47–50) 

 

47. Under OSHA's construction safety standards, a contractor performing roofing work on a 

commercial building with a lowslope roof (slope of 4:12 or less) must provide fall protection 

when workers are within a specified distance of the roof edge. What is this distance, and what 

fall protection methods are acceptable? 

 

A. Workers on lowslope roofs must be protected when working within 15 feet of the roof edge 

and may not approach the edge under any circumstances regardless of fall protection provided 

B. No fall protection is required on lowslope roofs because the low angle prevents workers 

from sliding off 

C. Workers on lowslope roofs must be protected when within 6 feet of the roof edge — 

acceptable fall protection methods include guardrail systems, safety net systems, personal fall 

arrest systems, or a combination of a warning line system and safety monitoring system for 

certain applications 

D. Fall protection on lowslope roofs is required only when the roof height exceeds 50 feet 

above grade 

 

48. A contractor is performing structural steel erection on a commercial building. Under 

OSHA's steel erection standard (29 CFR 1926 Subpart R), at what height must fall protection 

be provided for ironworkers during steel erection? 

 

A. Fall protection during steel erection is required at 6 feet above a lower level, matching 

general construction 

B. Fall protection during steel erection is required at 15 feet above a lower level for connectors 

and at 30 feet for decking operations — this higher trigger height recognizes the unique hazards 

and work methods of steel erection where conventional fall protection may create additional 

hazards during initial connection activities 

C. No fall protection is ever required during steel erection regardless of the height above any 

lower level 

D. Fall protection during steel erection is required only when working above 50 feet in all 

applications 



49. Under EPA's stormwater management regulations, a contractor's SWPPP must include 

provisions for "concrete washout" — the management of water used to wash concrete trucks, 

pumps, and tools. Under standard NPDES permit requirements, how must concrete washout 

water be managed? 

 

A. Concrete washout water may be discharged directly into any storm drain without treatment 

or containment 

B. Concrete washout water may be spread on vegetated areas without restriction as a soil 

amendment 

C. Concrete washout water does not require management because concrete is a natural, 

nontoxic material 

D. Concrete washout water must be contained in a designated washout pit or container — the 

highly alkaline water (pH 12+) cannot be discharged to storm drains, waterways, or directly 

onto the ground without containment; the washout area must be maintained, monitored, and 

cleaned out periodically, with the hardened waste disposed of properly 

 

 

50. A contractor is managing a commercial project and discovers that the construction site is 

located within the habitat range of a federally listed endangered species (such as the 

Redcockaded Woodpecker). Under the Endangered Species Act and Alabama environmental 

regulations, what obligation does the contractor have? 

 

A. The contractor must ensure that construction activities do not result in "take" (harass, harm, 

pursue, hunt, shoot, wound, kill, trap, capture, or collect) of the listed species or adversely 

modify its critical habitat — the contractor may need to implement work restrictions (seasonal 

work windows, buffer zones around nesting sites), conduct preconstruction surveys, and obtain 

any required permits from the U.S. Fish and Wildlife Service 

B. Endangered species regulations apply only to federal government construction projects and 

not to private work 

C. The contractor may proceed without restriction because construction activities are always 

exempt from the ESA 

D. Only the U.S. Fish and Wildlife Service may perform construction work near endangered 

species habitats 

 

 

 



 Practice Exam 15: Answer Key and Explanations 
 

DOMAIN 1: LICENSING REQUIREMENTS (Questions 1–8) 

1. D — The monetary limitation applies to each individual contract, not the contractor's 

combined workload. Each $180,000 contract independently falls within the $500,000 limit. 

The contractor may accept all five projects simultaneously because no single contract exceeds 

the license's monetary limitation. 

2. B — An employee performing sales and business development under the supervision of the 

licensed contractor generally does not need a separate license. The employee acts as an agent 

of the licensed company, not as an independent contractor. However, the employee should not 

make commitments beyond the company's licensed scope or misrepresent qualifications. 

3. C — The financial statement is a material component of the licensing process that directly 

determines the contractor's authorized monetary limitation. Overstated assets may have 

resulted in a higher classification than the company's actual finances warrant. Submitting 

inaccurate financial information is a violation that may result in disciplinary action. 

4. A — A licensed subcontractor maintains independent regulatory obligations regardless of 

working under a general contractor. The subcontractor must comply with licensing 

requirements for its own scope, maintain its own insurance, and ensure its employees meet 

safety and training requirements. The GC's license does not absorb the subcontractor's 

compliance duties. 

5. D — A felony fraud conviction in any jurisdiction directly reflects on the qualifying party's 

fitness to hold a license. Alabama's licensing regulations typically require disclosure of 

convictions in all jurisdictions, and the Board may take disciplinary action based on out-of-

state convictions that demonstrate dishonesty or unfitness. 

6. B — Advertising construction services without a valid license constitutes holding out as a 

contractor without proper authorization. This offense carries the same criminal penalties as 

actually performing unlicensed work — fines up to $6,000 and imprisonment up to one year. 

The mere act of soliciting work without a license is a violation. 

7. A — Changing from a sole proprietorship to a partnership creates a new legal entity. The 

sole proprietorship license must be surrendered and a new application submitted for the 

partnership. The partnership requires its own qualifying party designation, financial statement, 

and full compliance with application requirements. 

8. C — Violating a Board-imposed condition is a separate licensing violation that demonstrates 

non-compliance with the Board's authority. The Board may escalate disciplinary action from 

conditional status to suspension or revocation. Conditions are enforceable orders, not advisory 

suggestions, and the contractor must comply fully. 

 

 



DOMAIN 2: ESTIMATING AND BIDDING (Questions 9–13) 

9. A — A pre-bid RFI identifying the discontinued product allows the architect to specify a 

substitute or confirm an equivalent. Pricing an unavailable product creates a scope gap that will 

require a change order after award. Proactive identification of specification problems before 

bidding protects both the contractor and the owner. 

10. C — The estimator should use either the company's internal equipment rate (reflecting 

actual ownership costs) or a competitive external rate. The internal rate typically includes 

depreciation, insurance, maintenance, fuel, and return on investment. Simply because the 

contractor owns the crane does not mean it should be charged to the project for free. 

11. B — The non-discrimination certification is a mandatory bid document on federally funded 

projects. Failure to include it renders the bid non-responsive, potentially disqualifying it 

regardless of price. The certification affirms compliance with federal civil rights requirements 

that are conditions of receiving federal funding. 

12. D — Working adjacent to an occupied building requires additional measures: dust/noise 

barriers, security fencing, schedule restrictions for noisy operations, additional cleaning, 

temporary egress maintenance, and coordination with building management. These measures 

add measurable cost that must be included in the estimate. 

13. A — A fixed fee aligns the contractor's interest with cost control. The contractor's profit 

stays the same whether costs increase or decrease, so every dollar saved improves the effective 

return. Unlike a percentage fee (where higher costs produce higher profit), a fixed fee 

incentivizes efficiency and cost discipline. 

DOMAIN 3: LIEN LAWS (Questions 14–15) 

14. C — Mechanics' liens cannot attach to public property including public rights-of-way. The 

lien may attach only to the private property portion of the project. For work on public portions, 

the contractor must rely on payment bonds (if required) or contractual remedies rather than lien 

rights against government property. 

15. B — Requiring lien waivers from both the subcontractor and the subcontractor's major 

suppliers with each progress payment progressively reduces the owner's exposure to supplier 

liens. Conditional waivers that become effective upon payment confirm the subcontractor has 

paid (or will pay) suppliers, creating a documented chain of satisfaction. 

DOMAIN 4: FINANCIAL MANAGEMENT (Questions 16–20) 

16. A — Cost-code-level tracking identifies which specific activities are over or under budget, 

enabling targeted corrective action. Project-level tracking only reveals the overall position, 

making it difficult to diagnose the source of overruns. Granular cost code data allows the 

project manager to address specific problem areas before they compound. 

17. C — Equipment sale proceeds are properly classified as "other income" (non-operating 

income) because they do not come from the company's primary construction business. 

Separating operating revenue from non-operating income provides a clearer picture of the 

company's core construction profitability and operational performance. 



18. D — The payback period is $120,000 ÷ $30,000/year = 4 years. After four years, the 

equipment has paid for itself through net savings. The continued annual savings of $30,000 

after the payback period represent pure financial benefit. This metric helps compare equipment 

purchase versus continued rental. 

19. B — The DSCR is $250,000 ÷ $200,000 = 1.25, exactly meeting the bank's minimum 

requirement. The company generates $1.25 for every $1.00 of debt service. However, operating 

exactly at the covenant minimum leaves zero margin for income fluctuation — any revenue 

decrease could trigger a covenant violation. 

20. A — The chart of accounts provides the framework for recording every transaction in the 

correct category. Construction-specific accounts include job costs by cost code, retainage 

receivable and payable, work-in-progress accounts, equipment depreciation, and project-

specific revenue accounts. A well-designed chart of accounts is the foundation of construction 

financial management. 

DOMAIN 5: PAYROLL, TAXES, AND INSURANCE (Questions 21–26) 

21. A — A complete roof replacement restores a major building component rather than merely 

maintaining its current condition. Under IRS repair-versus-improvement regulations, this 

qualifies as a capital improvement (restoration) that must be capitalized and depreciated over 

the building's remaining useful life rather than expensed immediately. 

22. B — At EMR 0.85, the premium is $85,000 ($100,000 × 0.85) compared to $120,000 at 

the prior 1.20 EMR. The improvement saves $35,000 annually and may qualify the contractor 

for projects requiring EMR below 1.0. This demonstrates the direct financial value of investing 

in safety program improvements. 

23. B — Combined federal and state requirements recommend retaining payroll records for at 

least four to seven years. The IRS requires employment tax records for four years, OSHA 

requires injury records for five years, and Alabama may have similar requirements. 

Maintaining records for seven years covers all regulatory requirements. 

24. C — CGL premiums based on gross receipts are adjusted at the annual audit. Actual receipts 

exceeding the estimate trigger additional premium charges. The contractor should anticipate 

potential audit adjustments by monitoring actual receipts against the estimate and budgeting 

for the potential additional premium. 

25. A — A per diem is excludable from taxable income when it does not exceed the IRS-

published federal rate for the travel location and the employee substantiates the business 

purpose. Amounts exceeding the federal rate must be reported as taxable income on the 

employee's W-2 and are subject to payroll taxes. 

26. D — Experience rating adjusts premium based on actual claims history (EMR), while 

schedule rating adjusts based on qualitative factors like safety program quality, workplace 

conditions, and management commitment. Both adjustments may apply to the same policy, 

meaning a company with good claims history and a strong safety program benefits from both 

reductions. 

 



DOMAIN 6: PERSONNEL AND LABOR LAW (Questions 27–31) 

27. B — Under the fluctuating workweek method, the fixed salary covers all hours at straight 

time. The regular rate is calculated by dividing the salary by actual hours worked. The overtime 

premium is only 0.5× (not 1.5×) the regular rate for hours over 40, because the base salary 

already compensates for all hours at the straight-time rate. 

28. C — Workers' compensation is a no-fault system — the employee's safety rule violation 

generally does not bar the claim. Benefits are provided regardless of fault under most 

circumstances. However, Alabama law may allow benefit reduction if the injury resulted from 

intoxication or the employee's willful misconduct. 

29. D — The PPE hazard assessment must identify all workplace hazards, evaluate the risk of 

injury from each hazard, and select appropriate PPE for each identified hazard. The assessment 

must be documented in writing and updated when conditions change. Simply distributing PPE 

without a hazard assessment violates OSHA's standard. 

30. A — Under FLSA, 16- and 17-year-olds may work in construction but are prohibited from 

tasks declared hazardous by the Secretary of Labor — including most heavy equipment 

operation, demolition, excavation, roofing, and work at dangerous heights. They may perform 

limited non-hazardous tasks under direct supervision. 

31. C — Safety committees provide a structured forum for management and workers to jointly 

identify hazards, review investigations, recommend corrective actions, and promote safety 

culture. Active committees reduce injury rates and may qualify the company for insurance 

premium credits. The joint composition ensures both perspectives are represented. 

DOMAIN 7: PROJECT MANAGEMENT (Questions 32–34) 

32. B — Concealing work before required testing violates the specifications and the 

contractor's quality obligations. The subcontractor must remove the ceiling, expose the 

ductwork, and perform the required pressure test. The cost of removing and reinstalling the 

ceiling falls on the mechanical subcontractor who failed to test before concealment. 

33. D — The 250 RFIs at $350 each represent approximately $87,500 in administrative costs. 

This excessive volume may indicate design deficiencies or unclear specifications. The 

contractor should evaluate whether the RFI burden constitutes a change in the anticipated level 

of design document quality, potentially supporting a claim for additional administrative costs. 

34. D — The contractor must document OFCI damage immediately upon receipt with 

photographs and written descriptions, notify the owner before installing damaged equipment, 

and avoid installation until the owner provides direction. The owner is responsible for OFCI 

condition, and the contractor must not install damaged items without written authorization. 

DOMAIN 8: CONTRACT MANAGEMENT (Questions 35–40) 

35. C — Force account (time-and-materials) is used when the parties cannot agree on a lump 

sum price for changed work. The contractor tracks actual labor, materials, and equipment with 

daily verification by the owner's representative. An agreed markup for overhead and profit is 

applied to the documented actual costs. 



36. D — Alabama courts distinguish between enforceable liquidated damages (reasonable pre-

estimate of anticipated harm) and unenforceable penalties (amounts designed to punish). If the 

$3,000 daily rate bears no reasonable relationship to the owner's anticipated losses, the court 

may refuse enforcement as an unenforceable penalty. 

37. B — The dispute is resolved by examining the subcontract language, scope exhibit, trade 

practice, and course of dealing. If the work is clearly outside the scope exhibit and not 

customarily included in the trade's standard scope, the subcontractor is entitled to the change 

order. Industry trade customs help define implied scope boundaries. 

38. A — When emergency action prevents imminent property damage and obtaining written 

authorization would cause dangerous delay, the law implies an obligation to compensate the 

contractor. Recovery is available under quantum meruit (reasonable value of services) or 

implied contract, protecting contractors who act in good faith to prevent imminent harm. 

39. C — The owner's premature occupancy may constitute acceptance of the work and trigger 

warranty periods and risk-of-loss transfer. The contractor should document the premature 

occupancy and request prompt issuance of the Certificate of Substantial Completion to 

formalize the milestone and clarify the contractual consequences. 

40. D — The no third-party beneficiary clause states that the contract benefits only the named 

parties. It prevents subcontractors, suppliers, or other non-parties from claiming beneficiary 

status and asserting rights under the contract. This limits the universe of potential claimants to 

the actual contracting parties. 

DOMAIN 9: BUSINESS ORGANIZATION (Questions 41–42) 

41. D — If the board approves the purchase by the required vote, the dissenting director's 

objection does not block the action. However, the dissenting director should formally record 

the objection in the board minutes. This documented dissent protects the objecting director 

from personal liability if the purchase later proves to be a poor business decision. 

42. B — A joint venture is a contractual arrangement for a specific, limited purpose — typically 

a single project. The JV agreement defines responsibilities, capital contributions, profit/loss 

sharing, management authority, and liability allocation. Unlike a partnership, a joint venture is 

limited in scope and duration, terminating when the project is complete. 

DOMAIN 10: RISK MANAGEMENT (Questions 43–46) 

43. A — Hazardous materials abatement requires specialized licensing, training, equipment, 

and regulatory knowledge. The contractor should subcontract all abatement work to licensed, 

experienced abatement contractors. Self-performing unfamiliar hazardous materials work 

creates unacceptable regulatory violations, health risks, and liability exposure. 

44. C — The U.S. Army Corps of Engineers has primary federal jurisdiction over construction 

affecting navigable waters. Section 404 of the Clean Water Act requires a Corps permit for 

dredge or fill material discharge into U.S. waters, and Section 10 of the Rivers and Harbors 

Act regulates structures and work in navigable waters. 



45. D — A comprehensive SSSP must contain project-specific hazard analysis, safety rules, 

emergency response plans, competent person designations, training requirements, PPE 

specifications, subcontractor safety requirements, incident reporting procedures, and protocols 

for high-hazard activities. The plan must be site-specific, not a generic company safety manual. 

46. A — OSHA requires GFCI protection on all temporary 120-volt, 15- and 20-ampere 

receptacles on construction sites. Alternatively, the contractor may implement an assured 

equipment grounding conductor program (AEGCP) with regular testing. GFCIs detect ground 

faults and interrupt the circuit within milliseconds, preventing electrocution. 

DOMAIN 11: SAFETY, RECORDKEEPING, AND ENVIRONMENTAL (Questions 

47–50) 

47. C — Workers on low-slope roofs must be protected when within 6 feet of the roof edge. 

Acceptable methods include guardrails, safety nets, personal fall arrest systems, or a 

combination of warning lines and safety monitors. The 6-foot trigger distance provides 

adequate space for workers to stop before reaching the unprotected edge. 

48. B — Steel erection fall protection triggers at higher heights than general construction: 15 

feet for connectors and 30 feet for decking operations. These elevated thresholds recognize the 

unique work methods of steel erection where conventional fall protection during initial 

connections may create additional hazards or be infeasible. 

49. D — Concrete washout water is highly alkaline (pH 12+) and must be contained in a 

designated washout area. It cannot be discharged to storm drains, waterways, or directly onto 

the ground. The washout area must be maintained, monitored, and cleaned periodically, with 

hardened waste disposed of at an approved facility. 

50. A — The Endangered Species Act prohibits "take" of listed species and adverse 

modification of critical habitat. The contractor may need to implement seasonal work 

restrictions, maintain buffer zones around nesting sites, conduct pre-construction surveys, and 

obtain incidental take permits from U.S. Fish and Wildlife Service. Violations carry severe 

civil and criminal penalties. 

 


