PRACTICE EXAM 16: 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 contractor in Alabama signs a contract for a $490,000 commercial renovation project.
During construction, the owner verbally approves $15,000 in additional work but refuses to
sign a written change order. The total project cost is now $505,000, which exceeds the
contractor's $500,000 monetary limitation. The contractor completes the additional work based
on the verbal approval. Under Alabama licensing law, what problems has the contractor
created?

A. No problems exist because verbal change orders are treated identically to written change
orders

B. Only one problem exists — the verbal change order is unenforceable, but no licensing issue
is present

C. Two problems exist: the contractor may have exceeded the monetary limitation by
performing work that brought the total above $500,000, and the verbal change order may be
unenforceable without written documentation — the contractor should have obtained a written
change order and applied for a license upgrade before accepting work that would push the total
above the license limit

D. The licensing violation applies only if the owner formally complains to the Board about the
cost increase

2. Under Alabama law, a municipality enacts a local ordinance requiring all contractors
working within city limits to obtain a municipal contractor's license in addition to the state



license. A statelicensed contractor begins work on a project within the city limits without
obtaining the municipal license. Under Alabama law, what is the contractor's legal exposure?

A. The contractor may be in violation of the local ordinance and face municipal penalties —
while the state license is the primary regulatory mechanism, some Alabama municipalities
impose additional local licensing or registration requirements that must be satisfied
independently of the state license

B. The state license always preempts all local licensing requirements and the contractor has no
exposure

C. Municipal licensing requirements are unconstitutional in Alabama and cannot be enforced
against anyone

D. Local licenses are required only for residential work and never for commercial construction
projects

3. A licensed contractor in Alabama employs a project manager who independently begins
soliciting and entering into construction contracts on behalf of the company without the
knowledge or authorization of the qualifying party. The project manager signs three contracts
totaling $750,000. Under Alabama licensing law, what liability has been created?

A. The project manager has no authority to enter contracts and the contracts are automatically
void

B. Only the project manager is personally liable and the licensed company faces no
consequences at all

C. The qualifying party is automatically relieved of all responsibility when employees act
without authorization

D. The licensed company may be liable for the contracts signed by its employee under apparent
authority — the qualifying party's failure to supervise and control the company's contracting
activities may constitute a licensing violation, and the Board may hold the company responsible
for failing to ensure that its operations are conducted under proper supervision

4. Under Alabama licensing regulations, the Licensing Board has authority over certain types
of construction activities but not others. A contractor who installs manufactured housing
(mobile homes) on permanent foundations may or may not need a general contractor's license.
Under Alabama law, what determines whether this work requires a general contractor's license?



A. Manufactured housing installation never requires any license in Alabama regardless of the
scope of work

B. The licensing requirement depends on the scope of work involved — if the installation
includes substantial site work, foundation construction, utility connections, and other
improvements that constitute general contracting work above the $50,000 threshold, a general
contractor's license may be required; Alabama may also have separate manufactured housing
installer licensing requirements

C. All manufactured housing installation requires only a plumbing license regardless of the
scope of work

D. Manufactured housing installation requires only a federal HUD license with no state
licensing involvement

5. A contractor holds an Alabama license and is the qualifying party for the company. The
contractor also serves as the qualifying party for a second, separate construction company
owned by a family member. Under Alabama licensing regulations, may one individual serve
as the qualifying party for two separate construction companies simultaneously?

A. Alabama licensing regulations may restrict or prohibit an individual from serving as the
qualifying party for multiple companies simultaneously — the qualifying party must exercise
supervisory authority over the company's operations, and serving two companies may raise
questions about whether the individual can adequately fulfill this responsibility for both entities

B. One individual may serve as qualifying party for an unlimited number of companies without
any restriction

C. An individual may serve as qualifying party for two companies only if they are in different
states

D. Qualifying party restrictions apply only to companies with annual revenue exceeding
$5,000,000

6. Under Alabama law, the Licensing Board maintains a public database of disciplinary actions
taken against licensed contractors. A contractor who received a disciplinary reprimand five
years ago asks the Board to "expunge" (remove) the record. Under Alabama licensing
regulations, is expungement of disciplinary records available?

A. All disciplinary records are automatically expunged after exactly 30 days regardless of the
violation type



B. Disciplinary records are never maintained by the Board and therefore nothing exists to
expunge

C. Expungement is available only for contractors who have been licensed for more than 25
consecutive years

D. The Board's regulations govern whether disciplinary records may be expunged — most
licensing authorities maintain permanent records of disciplinary actions as a matter of public
transparency and consumer protection, and expungement is typically not available for formal
disciplinary actions

7. A contractor in Alabama receives a "letter of inquiry™ from the Licensing Board regarding a
complaint filed by a homeowner. The letter asks the contractor to provide a written response
within 30 days. The contractor ignores the letter, hoping the complaint will be dismissed. Under
Alabama licensing regulations, what risk does this nonresponse create?

A. Ignoring the letter has no consequence because letters of inquiry are informal requests with
no legal weight

B. The contractor's failure to respond within the specified timeframe may be treated as
noncooperation with a Board investigation, which is itself a violation — the Board may proceed
with disciplinary action based on the available evidence and may draw adverse inferences from
the contractor's refusal to respond

C. The Board must dismiss the complaint if the contractor does not respond within 30 calendar
days

D. Only certified letters from the Board require a response and standard mail inquiries may be
disregarded

8. Under Alabama licensing law, a contractor who performs "emergency" construction work
(such as temporary shoring after a tornado damages a building) may need to act immediately
without time to verify licensing for all parties involved. Under Alabama licensing regulations,
does the emergency nature of the work affect licensing requirements?

A. All licensing requirements are permanently waived for any work performed during a
declared emergency

B. The emergency may affect the Board's enforcement approach but does not eliminate
licensing requirements



C. While emergency conditions may justify immediate action, the licensing requirements are
not automatically waived — the Board may exercise discretion in enforcement during declared
emergencies, and some states have provisions for temporary emergency licensing; however,
the contractor should obtain proper licensing as soon as practicable and document the
emergency circumstances

D. Emergency construction work is specifically prohibited under Alabama law and may never
be performed

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

9. A contractor is preparing a bid for a commercial project and the specifications include a
requirement for "LEED Silver" certification. The contractor must include costs for
LEEDrelated activities in the estimate. Under standard estimating practice, what LEEDrelated
costs should the estimator include?

A. LEEDrelated costs include construction waste management and recycling (including
additional dumpsters, sorting labor, and hauling), LEED documentation and tracking, premium
costs for specified sustainable materials, indoor air quality management during construction,
commissioning coordination, and any LEEDspecific testing and verification requirements

B. LEED certification costs are always paid by the architect and should never be included in
the contractor's bid

C. LEED adds no cost to construction because sustainable practices are always less expensive
than standard ones

D. Only the LEED registration fee needs to be included and all other sustainability costs are
absorbed

10. A contractor's estimator is reviewing the specifications for a commercial project and notices
that the "measurement and payment" section specifies that excavation will be measured "in
place” (bank measure) rather than "after hauling™” (loose measure). The estimator knows that
one cubic yard of soil in place expands to approximately 1.25 cubic yards when excavated and
loaded into a truck. Under standard estimating practice, how does this measurement method
affect the bid?

A. The measurement method has no effect on the bid because bank and loose measurements
are identical



B. The estimator should calculate trucking costs based on the loose (expanded) volume while
calculating the pay quantity based on the inplace (bank) volume — understanding the swell
factor is critical because the contractor is paid for bank cubic yards but must haul 25% more
material by volume

C. The estimator should calculate all volumes using the inplace measurement including
trucking costs

D. The estimator should use the loose measurement for both payment and trucking cost
calculation

11. A contractor is bidding a public project in Alabama and the bid documents include a "list
of subcontractors™ form that must be submitted with the bid. The form requires the contractor
to list the subcontractors who will perform specified trade work. Under Alabama's
subcontractor listing requirements, what obligation does this create for the contractor after bid
submission?

A. The subcontractor listing is informational only and the contractor may substitute any listed
sub at any time

B. The subcontractor list serves only as a contact directory for the owner's administrative filing
purposes

C. The listed subcontractors are merely preferred vendors and the contractor has no obligation
to use them

D. The contractor is generally bound to use the listed subcontractors and may substitute them
only for specific documented reasons — postbid substitution solely for price improvement is
typically prohibited because it undermines the competitive bidding process and constitutes "bid
shopping" that harms the listed subcontractors

12. A contractor is evaluating the "risk premium” to include in a bid for a project with an
unusually aggressive liquidated damages provision ($5,000 per day) and a tight 8month
schedule. The contractor estimates a 30% probability that the project will be completed 15 days
late. Under standard riskbased estimating, how should the contractor price this schedule risk?

A. The contractor should ignore liquidated damages risk because schedule delays never
actually occur

B. The contractor should calculate the expected value of the liquidated damages risk:
probability (30%) x potential damage ($5,000/day x 15 days = $75,000) = $22,500 expected
value — this risk premium should be added to the bid to cover the statistically expected cost
of the schedule risk



C. The contractor should add exactly $5,000 to the bid regardless of the probability or potential
delay duration

D. Risk premiums for liquidated damages are prohibited on public projects and may never be
included in bids

13. A contractor submits a bid for a negotiated commercial project and the owner requests a
"cost breakdown" showing labor, materials, equipment, subcontractors, overhead, and profit as
separate line items. The contractor is reluctant to disclose the profit margin. Under standard
construction practice, what concern does this detailed cost disclosure raise?

A. Disclosing profit margins is required by law on all commercial construction projects in every
state

B. Profit disclosure has no business implications and the contractor should always share this
information freely

C. Disclosing the profit margin in a negotiated bid exposes the contractor's pricing strategy and
may give the owner leverage to negotiate the margin down — the contractor should consider
whether the disclosure is contractually required and, if not, may propose an alternative format
that protects competitive pricing information while satisfying the owner's need for cost
transparency

D. Only the material costs need to be disclosed and all other cost categories may remain
confidential

DOMAIN 3: LIEN LAWS (Questions 14-15)

14. Under Alabama'’s mechanics' lien law, a contractor who files a lien must include a "sworn
statement” (verification under oath) that the information in the lien filing is true and accurate.
If the contractor files a lien containing information the contractor knows to be false (such as
inflating the amount owed), what legal consequence may result?

A. Filing a lien with knowingly false information may constitute fraud or perjury — the
contractor may face civil liability for damages caused to the property owner by the fraudulent
lien (such as lost sale opportunities or financing difficulties), and the false sworn statement
may expose the contractor to criminal prosecution for making false statements under oath

B. Filing a false lien has no legal consequence because mechanics' liens are not verified
documents



C. The only consequence is that the lien amount is reduced to 50% of the original claimed
amount

D. False information in a lien filing affects only the contractor's insurance rates with no other
liability

15. A subcontractor on a commercial project files a preliminary notice to the property owner
preserving its lien rights. Six months later, the subcontractor discovers that the preliminary
notice contained a minor clerical error — the project address listed "123 Main Street" instead
of "123 Main Avenue." Under Alabama’s mechanics' lien law, how might this error affect the
subcontractor's lien rights?

A. All address errors automatically invalidate the preliminary notice and permanently
extinguish all lien rights

B. Only errors in the dollar amount affect the notice validity and address errors are always
inconsequential

C. The notice cannot be corrected or amended after it has been served on the property owner
under any law

D. The effect of the error depends on whether it is considered "material” — a minor address
discrepancy that does not actually mislead the property owner or prevent identification of the
project may not invalidate the notice, but a significant error that confuses the owner about
which property is affected could be fatal; courts evaluate whether the notice substantially
complied with the statutory requirements

DOMAIN 4: FINANCIAL MANAGEMENT (Questions 16-20)

16. A contractor's project accountant calculates the "earned value" (EV) for a commercial
project at month 6 of a 12month project. The total contract value is $2,400,000. The physical
percent complete (based on field observation) is 40%, but the cost percent complete (based on
costs incurred versus total budget) is 55%. Under earned value methodology, what is the correct
earned value?

A. The earned value is $1,320,000 calculated using the cost percent complete (55% x
$2,400,000)

B. The earned value should be calculated as the average of both percentages: (40% + 55%) +
2=475%



C. The earned value is $960,000 calculated using the physical percent complete (40% x
$2,400,000) — earned value measures the value of work actually accomplished, which is
determined by physical progress observation, not by costs incurred; the gap between physical
and cost completion indicates the project is spending faster than it is progressing

D. Earned value cannot be calculated when physical and cost percentages differ from each
other

17. A contractor's financial advisor recommends conducting a "sensitivity analysis" on the
company's annual business plan. The analysis examines how changes in key variables (revenue,
material costs, labor productivity, overhead) affect the company's profitability. Under financial
management principles, what is the primary value of sensitivity analysis for a construction
company?

A. Sensitivity analysis identifies which variables have the greatest impact on profitability,
allowing management to focus attention on the most critical factors — for example, if a 5%
decrease in labor productivity reduces profit more than a 10% increase in material costs,
management should prioritize productivity improvement over material cost control

B. Sensitivity analysis is a theoretical exercise with no practical application to construction
businesses

C. Sensitivity analysis applies only to companies with annual revenue exceeding $100,000,000

D. Sensitivity analysis measures only the sensitivity of the company's stock price to market
fluctuations

18. A contractor reviews the company's financial statements and discovers that "accrued
liabilities" total $175,000. The accrued liabilities include unpaid wages ($45,000), accrued
payroll taxes ($30,000), accrued interest on loans ($15,000), and unbilled subcontractor work
($85,000). Under standard accounting principles, why are accrued liabilities important for
financial statement accuracy?

A. Accrued liabilities are optional accounting entries that may be excluded from financial
statements

B. Accrued liabilities apply only to publicly traded companies and not to private construction
contractors

C. Accrued liabilities are recorded only at the end of the fiscal year and are never tracked during
the year



D. Accrued liabilities represent expenses that have been incurred but not yet paid — recording
them ensures the financial statements accurately reflect all obligations the company owes as of
the statement date, even when the bills have not been received or the payments have not been
made; failing to record accruals understates the company's true liabilities

19. A contractor's bank requires a monthly "borrowing base certificate™ for the company's
revolving line of credit. The certificate calculates the maximum amount the contractor may
borrow based on the value of eligible collateral (typically accounts receivable under 90 days
old). If the company has $500,000 in total receivables but $150,000 is over 90 days old, and
the bank advances 80% of eligible receivables, what is the maximum borrowing amount?

A. $400,000 calculated as 80% of total receivables regardless of age or collection risk
assessment

B. $280,000 calculated as 80% of eligible receivables ($500,000 $150,000 = $350,000 eligible
x 80% = $280,000) — receivables over 90 days are excluded because they represent higher
collection risk, and the 80% advance rate provides the bank with an additional cushion against
potential noncollection

C. $500,000 because the bank must advance 100% of all receivables regardless of aging or
collectibility

D. $150,000 because only the aged receivables qualify as borrowing base collateral for all
credit facilities

20. A contractor's job cost report for a completed project shows the following: contract price
$800,000, total direct costs $650,000, general conditions $75,000, and home office overhead
allocation $50,000. What is the project's net profit, and what is the net profit margin?

A. Net profit is $150,000 (contract price minus direct costs only) with a margin of 18.75% of
the contract

B. Net profit is $75,000 (contract price minus direct costs minus general conditions) with a
margin of 9.38%

C. Net profit is $25,000 ($800,000 $650,000 $75,000 $50,000) with a net profit margin of
3.13% ($25,000 + $800,000) — all costs including direct, general conditions, and allocated
overhead must be deducted from revenue to determine true net profitability

D. Net profit cannot be determined without knowing the retainage percentage and billing
schedule



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

21. Under federal tax law, a contractor who operates multiple construction projects
simultaneously must allocate home office overhead to each project. The IRS requires that the
allocation method be "reasonable and consistent.” A contractor allocates overhead based on
each project's percentage of total company revenue. Under IRS standards, is this allocation
method acceptable?

A. No, the IRS requires overhead to be allocated equally to all projects regardless of size or
revenue

B. Allocating overhead based on each project's percentage of total revenue is a commonly
accepted and reasonable method — the key requirement is that the method be consistently
applied and produce results that reasonably reflect each project's share of overhead
consumption; other acceptable methods include allocation based on direct labor cost or direct
cost percentages

C. The IRS prohibits all overhead allocation methods and requires overhead to be deducted as
a single amount

D. Only projects exceeding $1,000,000 receive overhead allocation with smaller projects
exempt from allocation

22. A contractor is reviewing the company's "total cost of risk™ — the comprehensive cost of
managing all business risks. Under standard risk management principles, what components
make up the total cost of risk for a construction company?

A. The total cost of risk includes only the annual insurance premium payments with no other
cost components

B. The total cost of risk includes only the deductible amounts paid on insurance claims during
the fiscal year

C. The total cost of risk measures only lost production time and does not include any
insurancerelated costs

D. Total cost of risk has no defined components and cannot be measured for construction
companies

23. Under Alabama law, an employer who fails to properly classify employees under the
correct workers' compensation classification codes faces specific consequences during the



premium audit. The auditor discovers that the contractor classified ironworkers (a highrate
classification) as general laborers (a lowerrate classification) to reduce the premium. What
consequence does this misclassification create?

A. The misclassification has no consequence because employers may choose any classification
for any employee

B. The misclassification is acceptable as long as the total premium paid exceeds $10,000 for
the policy year

C. The auditor will reclassify the ironworkers under the correct classification code and assess
additional premium for the difference, plus potential penalties for intentional misclassification
— the insurance carrier may also charge interest on the unpaid premium and may decline to
renew the policy due to the intentional rate manipulation

D. Classification codes are advisory guidelines with no premium impact regardless of the code
selected

24. A contractor's CGL policy excludes coverage for "professional services." The contractor
operates as a designbuild firm and provides both architectural design and construction services.
Under standard CGL policy terms, what type of claim is excluded by the professional services
exclusion?

A. Claims for worker injuries occurring during the design phase of the project at the contractor's
office

B. Claims for property damage caused by the contractor's construction equipment operating on
the site

C. Claims for bodily injury to site visitors caused by the contractor's failure to maintain safe
conditions

D. Claims arising from the contractor's negligent design services — if the architect's design
error causes a structural failure, the CGL's professional services exclusion denies coverage
because design is a professional service; the contractor needs separate professional liability
(E&O) insurance for designrelated claims

25. Under federal tax law, a contractor must determine whether "startup costs™ incurred when
launching a new construction business are immediately deductible or must be amortized. Under
current IRS rules, how are business startup costs treated?



A. All startup costs are fully deductible in the first year regardless of the total amount spent on
startup

B. A contractor may immediately deduct up to $5,000 of startup costs (subject to a phaseout
for costs exceeding $50,000), and the remaining startup costs must be amortized over 180
months (15 years) — startup costs include market research, employee training before opening,
advertising, and professional fees incurred before the business begins operations

C. Startup costs may never be deducted and are permanently excluded from any tax benefit or
recovery

D. Only startup costs exceeding $100,000 may be deducted with smaller amounts permanently
excluded

26. A contractor's workers' compensation insurance policy includes an "alternate employer
endorsement.” Under standard workers' compensation insurance practice, what does this
endorsement provide?

A. The alternate employer endorsement extends workers' compensation coverage to temporary
or leased employees who are provided by a staffing agency but work under the contractor's
direction — it ensures these workers are covered under the contractor's policy as if they were
direct employees, preventing coverage gaps when temporary workers are injured on the
contractor's job site

B. The endorsement provides coverage only for the staffing agency's employees who work at
the agency's office

C. The endorsement eliminates all coverage for temporary workers and applies only to
permanent employees

D. The alternate employer endorsement is available only for contractors with more than 200
employees

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

27. Under the Occupational Safety and Health Act, OSHA has the authority to inspect
construction sites without advance notice. However, the U.S. Supreme Court has established
that employers have certain rights during an OSHA inspection. Under what circumstances may
a contractor require OSHA to obtain a warrant before conducting an inspection?



A. Contractors may never require a warrant and must permit OSHA entry at all times without
any conditions

B. A warrant is required only for inspections of the contractor's home office, not for
construction job sites

C. Warrants are required only for inspections on federal government military installations in
Alabama

D. The contractor may require OSHA to obtain a judicial warrant before entering the
construction site for an inspection — however, this right is rarely exercised because requesting
a warrant may increase OSHA's scrutiny, and OSHA can typically obtain a warrant quickly
based on reasonable administrative criteria; most contractors cooperate voluntarily

28. A contractor employs a worker who is injured and files a workers' compensation claim.
The worker's attorney argues that the injury was caused by the employer's "serious and willful
misconduct” — specifically, the employer removed a machine guard after being cited by
OSHA for the same violation three months earlier. Under Alabama workers' compensation law,
does the employer's willful misconduct affect the benefits?

A. Employer misconduct never affects workers' compensation benefits under any Alabama law
or regulation

B. The employer's repeat removal of the machine guard after an OSHA citation may constitute
serious misconduct

C. Alabama law may provide for increased (additional) workers' compensation benefits when
the employer's willful misconduct contributed to the injury — deliberately removing a safety
guard after receiving a citation for that exact violation demonstrates the type of willful
disregard for worker safety that may justify enhanced benefits or allow the employee to pursue
a separate tort claim

D. Only the employee's misconduct affects benefits and the employer's conduct is irrelevant
under all laws

29. Under the Fair Labor Standards Act, a contractor classifies certain skilled tradespeople
(electricians, plumbers, HVAC technicians) as "independent contractors” and pays them
without withholding taxes. The workers use the contractor's tools, follow the contractor's daily
schedule, receive instructions on how to perform the work, and work exclusively for this
contractor. Under IRS and DOL classification standards, is this classification correct?



A. The classification is correct because skilled tradespeople are always independent contractors
by definition

B. The workers are correctly classified because they hold individual trade licenses for their
specialties

C. Only the workers' personal preference determines their classification as employees or
independent contractors

D. The workers should be classified as employees because the contractor exercises behavioral
control (daily instructions, work methods), financial control (exclusive work relationship,
contractor's tools), and the relationship has characteristics of employment (ongoing,
nonprojectspecific) — trade licensure alone does not determine independent contractor status

30. A contractor's HR manager discovers that a supervisor has been deducting "breakage
charges" from employees' paychecks when equipment is damaged — $200 was deducted from
one employee's paycheck after a jackhammer drill bit broke during normal use. Under FLSA
and Alabama law, is this deduction lawful?

A. Employers may deduct any amount for damaged equipment without restriction or employee
consent

B. Deductions for breakage are always lawful as long as the employer provides a written receipt
for the amount

C. Only deductions for equipment costing more than $5,000 are prohibited, smaller items may
be deducted freely

D. Deductions for breakage that reduce the employee's pay below the applicable minimum
wage for the workweek violate the FLSA — even if the deduction is authorized by the
employee, it may not bring the effective hourly rate below minimum wage; deductions from
overtime pay are also restricted

31. Under OSHA's construction safety standards, employers must maintain a "written hazard
communication program™ that is worksitespecific. A contractor operates five simultaneous
projects. Under OSHA's HazCom standard, how many written programs must the contractor
maintain?

A. The contractor must maintain a worksitespecific hazard communication program for each
construction site because the chemicals present vary by project — each program must list the
hazardous chemicals specific to that site, identify the location of safety data sheets, and
describe the sitespecific training program and labeling system



B. A single companywide HazCom program covers all five projects with no sitespecific
modifications needed

C. HazCom programs are required only for manufacturing facilities and not for construction
job sites

D. Only projects with more than 50 workers require a written HazCom program under OSHA
regulations

DOMAIN 7: PROJECT MANAGEMENT (Questions 32-34)

32. A contractor is managing a commercial project and the owner issues a "partial suspension
of work™ directing the contractor to stop work on Building B while continuing work on
Building A. Under standard contract provisions, what scheduling and cost challenges does a
partial suspension create?

A. A partial suspension has no scheduling impact because the contractor simply shifts all
resources to Building A

B. A partial suspension creates no additional costs because the owner only pays for work
actually performed

C. Partial suspensions apply only to government projects and cannot be issued on private
commercial work

D. A partial suspension creates complex scheduling impacts because resources planned for
Building B must be redeployed to Building A (which may not need them all), idle equipment
and standby crews generate unproductive costs, the critical path must be reanalyzed, and the
contractor may be entitled to a time extension and compensation for disruption — the
contractor must document all impacts carefully

33. A contractor's project manager is evaluating whether a delay is "excusable™ or
"nonexcusable™ under the contract's delay provisions. The delay was caused by a material
supplier who delivered structural steel three weeks late due to a labor strike at the steel mill.
Under standard contract provisions, how is this delay typically classified?

A. All supplier delays are automatically nonexcusable because the contractor bears full
responsibility for procurement

B. Supplier delays caused by events beyond the contractor's and supplier's control (such as a
steel mill labor strike) may be classified as excusable delays — the contractor must demonstrate
that the delay was unforeseeable, that the contractor took reasonable steps to mitigate the delay
(seeking alternative suppliers, expediting), and that the delay actually affected the critical path



C. Supplier delays are always compensable, entitling the contractor to both time and money
automatically

D. Steel mill strikes have no effect on construction schedules because steel is always available
from inventory

34. A contractor is implementing a "rolling wave planning™ approach to project scheduling.
Under standard project management practice, what does rolling wave planning involve?

A. Rolling wave planning eliminates all scheduling and relies on random activity sequencing
each morning

B. Rolling wave planning involves detailed scheduling for nearterm work (the next 46 weeks)
while maintaining summarylevel planning for future work that is gradually detailed as the
project progresses — this approach acknowledges that detailed planning for work months in
the future is often inaccurate and wastes resources, while nearterm work requires precise
planning for execution

C. Rolling wave planning creates a single detailed schedule at the project start that is never
updated or revised

D. Rolling wave planning is identical to creating a bar chart and has no relationship to CPM
scheduling

DOMAIN 8: CONTRACT MANAGEMENT (Questions 35-40)

35. Under Alabama contract law, a contractor who discovers a "mutual mistake" in the
construction contract — both parties were mistaken about a fundamental fact at the time the
contract was formed — may seek a specific legal remedy. What is this remedy?

A. The contractor may seek "reformation” of the contract — a court may modify the contract
terms to reflect what both parties actually intended when they entered the agreement, correcting
the mutual mistake while preserving the contract; alternatively, if reformation is not possible,
the court may rescind the contract entirely

B. Mutual mistakes have no legal remedy under Alabama contract law and must be accepted
as written



C. Only the owner may seek a remedy for mutual mistakes — the contractor has no standing
to raise the issue

D. The contract is automatically void without any court action when a mutual mistake is later
discovered

36. A contractor is reviewing a proposed contract that includes a "dispute resolution ladder"
with three sequential steps: (1) negotiation between the project managers for 15 days, (2)
mediation with a neutral mediator for 30 days, and (3) binding arbitration if Steps 1 and 2 fail.
Under standard construction practice, what advantage does this structured approach provide?

A. The dispute resolution ladder has no advantage over proceeding directly to litigation for
every dispute

B. Each step adds unnecessary cost and the parties should always skip directly to binding
arbitration

C. Only the first step (negotiation) is binding and the remaining steps may be ignored by either
party

D. The structured approach encourages early resolution at the lowest cost level — most
disputes are resolved through negotiation or mediation without the expense and time of
arbitration; the ladder ensures each party makes a goodfaith effort to resolve disputes amicably
before escalating to formal proceedings

37. A contractor signs a subcontract that includes a "default termination™ clause allowing the
GC to terminate the subcontract for cause. During the project, the GC terminates the electrical
subcontractor for failing to maintain adequate progress. The electrical subcontractor claims the
termination was wrongful because the delay was caused by the GC's failure to provide access
to the work areas. Under standard subcontract provisions, what determines whether the
termination was rightful or wrongful?

A. The GC's termination is always rightful regardless of the circumstances because the GC has
absolute authority

B. The determination depends on the actual cause of the delay — if the GC's failure to provide
access was the primary cause of the subcontractor's inability to maintain progress, the
termination may be wrongful because the GC cannot terminate a subcontractor for delays the
GC itself caused; a wrongful termination may convert to a termination for convenience

C. Only the architect may determine whether a termination was rightful or wrongful under any
subcontract



D. The subcontractor may never challenge a termination decision and must accept it without
legal recourse

38. Under Alabama contract law, a contractor enters into a contract that is later found to be
"unconscionable.” Under the legal doctrine of unconscionability, what makes a contract
unconscionable?

A. Any contract with a profit margin exceeding 5% is automatically unconscionable under
Alabama law

B. A contract is unconscionable only if it is longer than 50 pages regardless of the fairness of
its terms

C. Unconscionability applies only to residential construction contracts and never to commercial
agreements

D. A contract is unconscionable when it is so onesided and unfair that it shocks the conscience
of the court — unconscionability typically requires both "procedural unconscionability (unfair
bargaining process such as unequal bargaining power, hidden terms, or absence of meaningful
choice) and "substantive™ unconscionability (unfairly harsh or onesided terms that
unreasonably favor one party)

39. A contractor completes a commercial project and submits the final pay application
including a request for release of all retainage. The contract requires the contractor to submit
"final lien waivers" from all subcontractors and material suppliers before the retainage is
released. Three subcontractors have not submitted their final waivers. Under standard contract
provisions, what is the owner's right?

A. The owner may withhold retainage in an amount sufficient to cover the outstanding lien
exposure from the three subcontractors who have not submitted final waivers — the contractor
should pursue the missing waivers promptly, and the owner should release the retainage
attributable to the subcontractors who have submitted their waivers

B. The owner must release all retainage immediately regardless of whether subcontractor
waivers are received

C. The owner may retain the entire retainage permanently if even one subcontractor waiver is
missing

D. Only the architect may request final lien waivers and the owner has no right to require them
under contracts



40. A contractor is reviewing a proposed contract that includes a "right to audit” clause giving
the owner access to the contractor's financial records related to the project. Under standard
construction practice, what limitations should the contractor negotiate regarding the audit
clause?

A. The contractor should accept any audit clause without negotiation because audit rights are
nonnegotiable

B. The contractor should negotiate reasonable limitations including the scope of records subject
to audit (only projectspecific records, not companywide financials), the timing of the audit
(during business hours with reasonable notice), the duration of the audit right (typically 37
years after final payment), confidentiality protections for the contractor's proprietary
information, and who bears the cost of the audit

C. Audit clauses are prohibited in all private construction contracts under Alabama law without
exception

D. The contractor should insist that no audit clause of any type be included in any construction
contract

DOMAIN 9: BUSINESS ORGANIZATION (Questions 41-42)

41. A contractor operates as a CCorporation and the sole shareholder wants to "convert” the
corporation to an LLC without dissolving the corporation and forming a new entity. Under
Alabama law, is a statutory conversion from a corporation to an LLC available?

A. Alabama does not permit statutory conversions between entity types and the contractor must
dissolve and reform

B. Statutory conversions are available only for companies with annual revenue exceeding
$50,000,000

C. Alabama law permits statutory conversion from a corporation to an LLC — the conversion
allows the entity to change its legal form without dissolving and reforming, preserving the
entity's contracts, licenses, assets, and liabilities in a seamless transition; the conversion
requires filing articles of organization and a certificate of conversion with the Secretary of State

D. Only LLCs may convert to corporations and the reverse conversion is prohibited under all
Alabama law



42. A contractor operates as an LLC and wants to establish a "series LLC" structure where each
construction project is a separate "series” within the LLC, with the liabilities of each series
isolated from the others. Under Alabama law, is a series LLC available?

A. Series LLCs are available in all 50 states including Alabama and are the standard structure
for construction

B. Series LLCs are available only in states with separate series LLC legislation and the
contractor must verify whether Alabama has enacted series LLC provisions — not all states
have adopted series LLC legislation, and even in states that have, the liability isolation between
series may not be recognized by other states or in bankruptcy proceedings

C. Only manufacturing companies may form series LLCs and construction companies are
excluded

D. A series LLC is identical to a standard LLC with no structural difference in liability
protection

DOMAIN 10: RISK MANAGEMENT (Questions 43-46)

43. A contractor is constructing a commercial building on a site that was previously used as a
dry cleaning facility. The Phase Il Environmental Site Assessment identified perchloroethylene
(PCE) contamination in the soil and groundwater. Under standard risk management practice,
what precautions must the contractor implement during construction?

A. PCE contamination requires no special precautions because dry cleaning chemicals are
harmless

B. The contractor must implement a health and safety plan for workers handling contaminated
soil, install vapor barriers to prevent PCE vapors from entering the building, manage
contaminated soil excavation in accordance with ADEM requirements, monitor air quality
during construction, and comply with all conditions of the site's remediation plan — worker
exposure to PCE must be minimized through engineering controls and PPE

C. Only the property owner is responsible for contamination management and the contractor
has no obligations

D. The contractor should refuse to work on any contaminated site regardless of available
precautionary measures



44. Under Alabama law, a contractor who operates tower cranes on commercial construction
projects must comply with specific regulatory requirements for crane erection, operation, and
dismantling. Under OSHA's crane and derrick standard, what qualification must the tower
crane operator hold?

A. Tower crane operators must be certified by an accredited crane operator certification
organization (such as NCCCO) or meet the employer's qualification requirements as specified
by OSHA — the operator must be competent in the specific type and configuration of tower
crane being operated, pass a written and practical examination, and maintain current
certification

B. Any employee with a valid driver's license may operate a tower crane without additional
certification

C. Tower crane operators require only a high school diploma with no specialized crane training
or certification

D. Crane operator certification is voluntary and recommended but never required by OSHA on
any project

45. A contractor's risk management plan identifies "contract interpretation disputes” as a
recurring risk across multiple projects. Under standard risk management practice, what
proactive measure can the contractor implement during the preconstruction phase to reduce
this risk?

A. The contractor should never read the contract documents to avoid identifying potential
disputes

B. The contractor cannot take any proactive measures because contract disputes are completely
unpredictable

C. Contract interpretation disputes can only be addressed by hiring a fulltime attorney for every
project

D. The contractor should conduct a thorough preconstruction contract review identifying
ambiguities, contradictions, and gaps in the contract documents, then submit RFIs or request
clarification from the architect before construction begins — resolving interpretation questions
during preconstruction prevents costly disputes during construction when changes are more
expensive to implement

46. A contractor is evaluating the company's "total insurance program cost" as a percentage of
annual revenue. The company's combined insurance premiums (CGL, workers' compensation,
auto, umbrella, professional liability, builder's risk) total $320,000, and annual construction



revenue is $8,000,000. Under standard industry benchmarks, what does this percentage
indicate?

A. The insurance cost is 100% of revenue indicating the company spends all revenue on
insurance premiums

B. The insurance cost represents exactly $1 per employee regardless of revenue or workforce
size

C. The total insurance cost is 4% of revenue ($320,000 + $8,000,000) — this percentage should
be benchmarked against industry averages (typically 2% to 6% for commercial construction)
to evaluate whether the company's insurance program is costeffective; a percentage
significantly above the industry average may indicate poor loss experience or inadequate risk
management

D. Insurance cost as a percentage of revenue has no significance for construction company
management

DOMAIN 11: SAFETY, RECORDKEEPING, AND ENVIRONMENTAL (Questions
47-50)

47. Under OSHA's construction safety standards, a contractor must implement specific safety
measures when workers perform "trenching and excavation" work. For trenches 5 feet deep or
more in soil classified as "Type C" (the weakest soil type), what is the minimum required slope
angle if sloping is used as the protective system?

A. Type C soil requires a slope of 1% horizontal to 1 vertical (1.5H:1V or 34 degrees from the
vertical) — this is the flattest slope required by OSHA because Type C soil (granular,
submerged, or subject to seepage) has the lowest stability and requires the most conservative
protective system

B. All soil types may be excavated with vertical walls up to 20 feet deep without any sloping
requirement

C. Type C soil requires only a %H:1V slope, which is the steepest angle permitted by OSHA
for excavation

D. Sloping is prohibited for Type C soil and only shoring or shielding may be used as protective
systems



48. A contractor is performing renovation work in a commercial building and must remove
existing sprayon fireproofing material that may contain asbestos. Under OSHA's asbestos
construction standard (29 CFR 1926.1101), what "class™ of asbestos work does the removal of
sprayon fireproofing represent?

A. Sprayon fireproofing removal is not regulated by OSHA regardless of asbestos content

B. Removal of sprayon fireproofing containing asbestos is classified as Class | asbestos work
— Class | is the highestrisk classification covering the removal of thermal system insulation
(TSI) and surfacing ACM (sprayon fireproofing, textured ceilings), requiring the most stringent
controls including negativepressure enclosures, HEPA filtration, decontamination facilities,
and personal air monitoring

C. Sprayon fireproofing is classified as Class IV (maintenance and custodial activities) under
OSHA

D. All asbestos work is classified as Class I11 regardless of the material type or removal method
used

49. Under EPA regulations, a contractor who generates used oil (motor oil, hydraulic fluid,
gear oil) from construction equipment maintenance on the job site must manage the used oil in
compliance with EPA's used oil management standards. Under these standards, how must used
oil be stored and disposed of?

A. Used oil may be poured on dirt roads for dust suppression without any environmental
permits or restrictions

B. Used oil may be mixed with regular diesel fuel and burned in the contractor's equipment
without restriction

C. Used oil has no environmental regulations and may be discarded in any manner chosen by
the contractor

D. Used oil must be stored in properly labeled, leakproof containers with secondary
containment, must not be mixed with hazardous waste, and must be transported by a registered
used oil hauler to a permitted recycler or rerefiner — improper disposal of used oil is a violation
of the Clean Water Act and RCRA

50. A contractor is constructing a commercial building and the project specifications require a
"construction indoor air quality management plan™ per LEED and ASHRAE guidelines. During
construction, the contractor must protect installed absorptive materials from moisture damage.



Under standard IAQ management practice, what materials are considered "absorptive™ and
require protection?

A. Only concrete and steel are considered absorptive materials requiring moisture protection
during construction

B. Only glass and aluminum window frames are classified as absorptive materials on
commercial projects

C. Absorptive materials include ductwork, insulation, ceiling tiles, carpet, fabriccovered
furnishings, and gypsum board — these materials can absorb moisture, harbor mold, and trap
contaminants during construction; they must be protected from rain, standing water, and
excessive humidity by covering with plastic sheeting and storing in dry, ventilated areas until
installation

D. No materials used in commercial construction are absorptive and 1AQ protection is
unnecessary

Practice Exam 16: Answer Key and Explanations

DOMAIN 1: LICENSING REQUIREMENTS (Questions 1-8)

1. C — Two problems exist. First, the total project cost exceeding $500,000 may violate the
monetary limitation. Second, the verbal change order may be unenforceable without written
documentation. The contractor should have obtained a written change order and applied for a
license upgrade before the total exceeded the license limit.

2. A — While the state license is the primary regulatory mechanism, some Alabama
municipalities impose additional local licensing or registration requirements. These local
requirements operate independently of the state license. The contractor should verify and
comply with all applicable local requirements before beginning work within any municipality.

3. D — The company may be liable for contracts signed by its employee under the doctrine of
apparent authority — the project manager appeared to have authority to act on the company's
behalf. The qualifying party's failure to supervise contracting activities constitutes a licensing
violation, and the Board may hold the company responsible for the lack of oversight.

4. B — The licensing requirement depends on the scope of work involved. If the installation
includes foundation construction, site work, and utility connections above the $50,000
threshold, a general contractor's license may be required. Alabama may also have separate
manufactured housing installer licensing administered by a different regulatory authority.

5. A — Alabama regulations may restrict or prohibit dual qualifying party service because the
individual must exercise active supervisory authority over each company's operations. Serving



two companies raises legitimate questions about whether the individual can adequately
supervise both simultaneously. The Board evaluates whether dual service is feasible and
permitted.

6. D — Most licensing authorities maintain permanent records of disciplinary actions as a
matter of public transparency and consumer protection. Formal disciplinary actions typically
remain on the public record to inform consumers and other contractors. Expungement of
disciplinary records is generally not available for formal sanctions.

7. B — Failure to respond to a Board inquiry may be treated as noncooperation with an
investigation, which is itself a licensing violation. The Board may proceed with disciplinary
action based on available evidence and may draw adverse inferences from the silence. Ignoring
Board correspondence is never a sound strategy.

8. C — Emergency conditions may justify immediate action, but licensing requirements are
not automatically waived. The Board may exercise enforcement discretion during declared
emergencies, and some states provide temporary emergency licensing provisions. The
contractor should document the emergency circumstances and obtain proper licensing as soon
as practicable.

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

9. A — LEED certification adds measurable costs including waste management and recycling
programs, LEED documentation and tracking, premium sustainable materials, 1AQ
management during construction, commissioning coordination, and LEEDspecific testing.
These costs must be itemized in the estimate to produce an accurate bid that reflects the
sustainability requirements.

10. D — The "in place™ measurement means the contractor is paid for bank cubic yards.
However, trucking costs must reflect the expanded (loose) volume because one bank cubic yard
becomes approximately 1.25 loose cubic yards in the truck. Understanding the swell factor
prevents underestimating hauling costs while correctly calculating the pay quantity.

11. D — The contractor is generally bound to use listed subcontractors after bid submission.
Postbid substitution is permitted only for documented reasons such as failure to execute the
subcontract, loss of license, inability to bond, or inability to perform. Substitution solely for a
lower price constitutes bid shopping, which undermines the competitive process.

12. B — Expected value analysis calculates the risk premium: 30% probability x $75,000
potential damage = $22,500 expected value. This statistically based approach prices the risk
into the bid proportionally to its probability and magnitude. The $22,500 represents the average
expected cost of the schedule risk over many similar projects.

13. C — Disclosing the profit margin reveals the contractor's pricing strategy and creates
negotiation leverage for the owner. The contractor should evaluate whether disclosure is
contractually required. If not, proposing an alternative format that provides cost transparency
without revealing the exact profit percentage protects competitive pricing information.



DOMAIN 3: LIEN LAWS (Questions 14-15)

14. A — Filing a lien with knowingly false information (such as an inflated amount) may
constitute fraud or perjury because the lien includes a sworn statement. The contractor may
face civil liability for damages caused by the fraudulent lien and criminal prosecution for
making false statements under oath. Lien claims must be honest and accurate.

15. D — The effect of the address error depends on whether it is material — whether it actually
misled the property owner or prevented identification of the correct project. A minor
discrepancy (Street vs. Avenue) that does not confuse the owner may not invalidate the notice.
Courts evaluate whether the notice substantially complied with statutory requirements despite
the error.

DOMAIN 4: FINANCIAL MANAGEMENT (Questions 16-20)

16. C — Earned value is based on physical percent complete, not cost percent complete: 40%
x $2,400,000 = $960,000. The gap between 40% physical completion and 55% cost
consumption indicates the project is spending faster than it is progressing — a clear warning
of cost overruns that requires immediate investigation and corrective action.

17. A — Sensitivity analysis identifies which variables most significantly impact profitability,
allowing management to focus on the most critical factors. If labor productivity changes affect
profit more than material cost changes, productivity improvement should receive higher
priority. This datadriven approach optimizes management attention.

18. D — Accrued liabilities represent expenses incurred but not yet paid. Recording them
ensures financial statements accurately reflect all obligations as of the statement date. Without
accruals, liabilities are understated and profitability is overstated, giving a misleading picture
of the company's true financial position.

19. B — Eligible receivables are $500,000 minus $150,000 (over 90 days) = $350,000. At 80%
advance rate: $350,000 x 0.80 = $280,000 maximum borrowing. Aged receivables are
excluded due to higher collection risk, and the 80% advance rate provides the bank with
additional protection against potential noncollection.

20. C — Net profit is $800,000 minus $650,000 (direct costs) minus $75,000 (general
conditions) minus $50,000 (overhead) = $25,000. The net profit margin is $25,000 + $800,000
= 3.13%. All cost categories must be deducted to determine true net profitability — gross profit
alone does not reflect the project's actual bottomline performance.

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

21. B — Allocating overhead based on each project's share of total revenue is a commonly
accepted and reasonable method under IRS standards. The key requirement is consistency —
the method must be applied uniformly across all projects. Other acceptable bases include direct
labor cost or total direct cost percentages.

22. D — The total cost of risk includes insurance premiums, deductibles and selfinsured
retentions, uninsured losses, claims administration costs, risk management program costs
(safety staff, training, equipment), and the indirect costs of incidents (lost productivity,



schedule delays, management time). Tracking total cost of risk provides a comprehensive view
of risk management effectiveness.

23. C — The auditor will reclassify ironworkers from the lowerrate general laborer code to the
correct higherrate classification and assess additional premium plus potential penalties for
intentional misclassification. The carrier may also charge interest on the unpaid amount and
decline to renew the policy due to the intentional rate manipulation.

24. D — The CGL's professional services exclusion denies coverage for claims arising from
negligent design services. If the contractor's architectural design causes a structural failure, the
CGL will not respond. The contractor needs separate professional liability (E&O) insurance to
cover designrelated claims on designbuild projects.

25. B — Contractors may immediately deduct up to $5,000 of startup costs (phased out for
costs exceeding $50,000), with the remainder amortized over 180 months (15 years). Startup
costs include preopening expenses like market research, training, advertising, and professional
fees. This treatment applies to costs incurred before the business begins operations.

26. A — The alternate employer endorsement extends workers' compensation coverage to
temporary or leased employees working under the contractor's direction. Without this
endorsement, temporary workers injured on the contractor's site might fall into a coverage gap
between the staffing agency's policy and the contractor's policy.

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

27. D — The contractor may require OSHA to obtain a judicial warrant before entering the
site. However, this right is rarely exercised because it may increase scrutiny, OSHA can
typically obtain warrants quickly, and voluntary cooperation generally produces a more
favorable inspection experience. The right exists but is strategically inadvisable in most
situations.

28. C — Alabama law may provide for increased benefits when the employer's willful
misconduct contributed to the injury. Deliberately removing a safety guard after receiving an
OSHA citation for that exact violation demonstrates willful disregard for worker safety.
Enhanced benefits or the ability to pursue a separate tort claim may be available.

29. D — The workers should be classified as employees based on the IRS multifactor test. The
contractor controls work methods, sets schedules, provides tools, and maintains an exclusive
relationship — all hallmarks of employment. Holding a trade license does not automatically
make a worker an independent contractor when the working relationship indicates
employment.

30. D — FLSA prohibits deductions that reduce pay below the minimum wage for the
workweek. A $200 breakage deduction from a worker earning near minimum wage could
violate this prohibition. Even with employee authorization, deductions cannot bring the
effective hourly rate below minimum wage, and deductions from overtime hours are also
restricted.

31. A — OSHA's HazCom standard requires worksitespecific programs because chemicals
vary by project. Each site's program must list the hazardous chemicals present at that specific



location, identify where SDSs are maintained, and describe the sitespecific training and
labeling systems. A generic companywide program does not satisfy the sitespecific
requirement.

DOMAIN 7: PROJECT MANAGEMENT (Questions 32-34)

32. D — A partial suspension creates complex impacts: resources planned for Building B must
be redeployed, idle equipment generates standby costs, the critical path must be reanalyzed for
Building A alone, and the contractor may be entitled to time and compensation for disruption.
Careful documentation of all impacts is essential for recovering suspensionrelated costs.

33. B — Supplier delays caused by events beyond both the contractor's and supplier's control
(steel mill labor strike) may qualify as excusable delays. The contractor must demonstrate the
delay was unforeseeable, that reasonable mitigation efforts were made (seeking alternative
suppliers, expediting), and that the delay affected the critical path.

34. B — Rolling wave planning details nearterm work (next 46 weeks) while maintaining
summarylevel planning for future activities. As the project progresses, future work is gradually
detailed. This approach recognizes that detailed planning for distant work is often inaccurate
and wastes resources, while nearterm activities need precise executionlevel planning.

DOMAIN 8: CONTRACT MANAGEMENT (Questions 35-40)

35. A — Reformation allows a court to modify the contract to reflect what both parties actually
intended, correcting the mutual mistake while preserving the agreement. If reformation is not
feasible, the court may rescind the contract entirely. The remedy addresses the gap between the
written terms and the parties' true mutual understanding.

36. D — The structured ladder encourages resolution at the lowest cost level. Most construction
disputes are resolved through negotiation or mediation without the expense of arbitration. Each
step requires goodfaith effort before escalating, reducing overall dispute costs and preserving
business relationships when possible.

37. B — The determination depends on the actual cause of delay. If the GC's failure to provide
access primarily caused the subcontractor's inability to maintain progress, the termination may
be wrongful. A GC cannot terminate a subcontractor for delays the GC itself caused. A
wrongful termination may be converted to a termination for convenience.

38. D — Unconscionability requires both procedural elements (unfair bargaining process —
unequal power, hidden terms, no meaningful choice) and substantive elements (unfairly harsh
onesided terms). A court may refuse to enforce an unconscionable contract or may modify the
unconscionable terms while enforcing the remainder. The standard is whether the terms shock
the conscience.

39. A — The owner may withhold retainage sufficient to cover lien exposure from the three
subcontractors who haven't submitted waivers. The contractor must pursue the missing
waivers. The owner should release the retainage portion attributable to subcontractors whose
waivers have been received, rather than withholding the entire amount.



40. B — The contractor should negotiate reasonable audit limitations: scope limited to
projectspecific records, timing during business hours with advance notice, duration of 37 years
after final payment, confidentiality protections for proprietary information, and clarity on who
bears audit costs. Unrestricted audit rights can be burdensome and invasive.

DOMAIN 9: BUSINESS ORGANIZATION (Questions 41-42)

41. C — Alabama law permits statutory conversion from a corporation to an LLC, allowing
the entity to change legal form without dissolving and reforming. The conversion preserves
contracts, licenses, assets, and liabilities seamlessly. Filing articles of organization and a
certificate of conversion with the Secretary of State completes the transition.

42. B — Series LLC availability depends on state legislation. Not all states have enacted series
LLC provisions, and the contractor must verify Alabama's specific laws. Even in states with
series LLC legislation, liability isolation between series may not be recognized in bankruptcy
or by other states, creating uncertainty about the protection's effectiveness.

DOMAIN 10: RISK MANAGEMENT (Questions 43-46)

43. B — PCE contamination requires comprehensive precautions: a worker health and safety
plan, vapor barriers, contaminated soil management per ADEM requirements, air quality
monitoring, PPE, and compliance with the site's remediation plan. PCE is a volatile organic
compound that poses inhalation and groundwater contamination risks requiring engineering
controls.

44. A — OSHA requires tower crane operators to be certified by an accredited organization
(such as NCCCO) or meet employer qualification requirements. The operator must
demonstrate competence on the specific crane type, pass written and practical examinations,
and maintain current certification. Operating a tower crane without proper certification is a
serious OSHA violation.

45. D — A thorough preconstruction contract review identifies ambiguities, contradictions,
and gaps before construction begins. Submitting RFIs during preconstruction resolves
interpretation questions when changes are least expensive. Proactive clarification prevents
costly disputes during construction when the cost of change is significantly higher.

46. C — Total insurance cost of 4% of revenue ($320,000 + $8,000,000) falls within the typical
range of 26% for commercial construction. Benchmarking against industry averages helps
evaluate program costeffectiveness. A percentage significantly above average may indicate
poor loss experience, inefficient coverage structure, or inadequate risk management.

DOMAIN 11: SAFETY, RECORDKEEPING, AND ENVIRONMENTAL (Questions
47-50)

47. A— Type C soil (the weakest classification) requires a slope of 1%2H:1V (34 degrees from
vertical), the flattest angle OSHA permits. This conservative requirement reflects Type C soil's
low stability characteristics — granular soils, submerged soils, and soils subject to seepage
require the maximum protective angle to prevent collapse.



48. B— Removal of sprayon fireproofing containing asbestos is Class | work — the highestrisk
classification under OSHA's asbestos standard. Class | requires the most stringent controls:
negativepressure enclosures, HEPA filtration, decontamination facilities, personal air
monitoring, and trained/certified workers. Sprayon fireproofing is classified as surfacing ACM.

49. D — Used oil must be stored in labeled, leakproof containers with secondary containment,
kept separate from hazardous waste, and transported by registered haulers to permitted
recyclers. Improper disposal — dumping on ground, pouring in storm drains, or burning
without proper equipment — violates the Clean Water Act and RCRA with significant
penalties.

50. C — Absorptive materials include ductwork, insulation, ceiling tiles, carpet, fabric
furnishings, and gypsum board. These materials absorb moisture and trap contaminants during
construction, potentially causing mold growth and degrading indoor air quality. They must be
protected with plastic sheeting and stored in dry, ventilated areas until installation.



