PRACTICE EXAM 17: 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 holds a valid license with a $750,000 monetary limitation. The
contractor enters into a joint venture with another licensed contractor to bid on a $2,000,000
commercial project. Both contractors' licenses have identical $750,000 monetary limitations.
Under Alabama licensing law, does the joint venture have sufficient licensing authority for this
project?

A. Yes, because the joint venture's combined monetary limitation equals $1,500,000 which
exceeds the project value

B. The joint venture may need to obtain its own license with a monetary limitation of at least
$2,000,000, or each partner must hold an individual license sufficient for their respective share
— the specific requirements depend on Alabama's Board regulations governing joint ventures,
and the JV should confirm licensing compliance before submitting the bid

C. No, because joint ventures are always limited to the lower of the two partners' individual
monetary limitations

D. Yes, because joint ventures are completely exempt from all monetary limitation
requirements in Alabama

2. Under Alabama law, the Licensing Board receives a complaint alleging that a contractor
used inferior concrete on a school construction project — substituting 3,000 psi concrete where
4,000 psi was specified. The contractor argues that the 3,000 psi concrete "meets minimum
building code requirements"” even though it does not meet the project specifications. Under
Alabama licensing law, does this defense shield the contractor from disciplinary action?



A. Yes, meeting minimum building code requirements always satisfies the licensing
requirements regardless

B. Yes, because building codes supersede project specifications on all construction projects in
Alabama

C. The complaint is outside the Board's jurisdiction because concrete strength is a technical
matter only

D. No, the contractor is obligated to comply with the project specifications, not just the
minimum building code — using inferior materials that do not meet the contractual
specifications constitutes deficient workmanship and may serve as grounds for disciplinary
action even if the minimum code is technically met

3. A contractor's qualifying party retires and the contractor designates a replacement qualifying
party. The new qualifying party has 10 years of construction experience but has never held a
contractor's license in any state. Under Alabama licensing regulations, what additional
requirement must the new qualifying party satisfy?

A. The new qualifying party must pass the required licensing examinations (NASCLA trade
exam and Alabama Business and Law exam) if not previously qualified by examination —
construction experience alone, without passing the required examinations, is generally
insufficient to serve as a qualifying party

B. No additional requirements exist because construction experience alone qualifies any
individual to serve

C. The new qualifying party must only submit a resume with no examination or testing of any
kind required

D. Only qualifying parties with 20 or more years of experience are exempt from the
examination requirement

4. Under Alabama licensing law, a contractor who holds a "building™ classification license
wants to add a "highway" classification to the existing license. Under Alabama licensing
regulations, what process must the contractor follow to add the additional classification?

A. The additional classification is automatically added after the contractor completes any
highway project



B. The contractor must simply write a letter to the Board requesting the additional classification
with no testing

C. The contractor must apply for the additional classification, which may require demonstrating
relevant highway construction experience, passing the applicable examination for the highway
classification, and meeting any additional financial requirements specific to the highway
classification

D. Additional classifications cannot be added to an existing license — a completely new license
is required

5. A licensed contractor in Alabama is involved in a civil lawsuit with a former client over
alleged construction defects. During the lawsuit discovery process, the client's attorney
subpoenas the contractor's Licensing Board file, including the original license application,
financial statements, and any complaint history. Under Alabama law, are Licensing Board
records subject to subpoena in civil litigation?

A. All Licensing Board records are permanently classified and may never be disclosed to any
person

B. Licensing Board records may be subject to subpoena in civil litigation, though the Board
may assert certain privileges or protections for specific documents — public records (such as
license status, classification, and disciplinary actions) are generally accessible, while certain
investigative or confidential materials may be protected from disclosure depending on
Alabama'’s public records law and the Board's regulations

C. Only the contractor's financial statements are subject to subpoena with all other Board
records exempt

D. Subpoenas for Board records are valid only in federal court and cannot be issued by
Alabama state courts

6. Under Alabama licensing regulations, the Board periodically reviews the examination
content to ensure it remains current with industry practices, code changes, and regulatory
updates. If the Board updates the Business and Law examination to include new questions on
recently enacted Alabama construction legislation, how are current licensees affected?

A. Current licensees are generally not required to retake the updated examination — the
examination changes apply to new applicants; however, mandatory continuing education
requirements may cover the new legislation to ensure existing licensees stay current with
regulatory changes



B. All current licensees must immediately retake the updated examination within 30 days of
the change

C. Examination updates apply retroactively and all licenses issued before the update are
automatically voided

D. Only licensees who have held their license for less than one year must retake the updated
examination

7. A contractor holds licenses in Alabama, Mississippi, Louisiana, and Tennessee through
reciprocity agreements. The contractor decides to voluntarily surrender the Alabama license
because the company is no longer pursuing work in Alabama. Under Alabama licensing
regulations, does surrendering the Alabama license affect the contractor's licenses in the
reciprocal states?

A. Surrendering the Alabama license may create a problem if any of the reciprocal licenses
were obtained based on the Alabama license as the qualifying credential

B. The Alabama surrender has no effect because each state license is completely independent
once issued

C. Only the Mississippi license would be affected because it shares a border with Alabama

D. Voluntary surrender of a license in one state automatically revokes all reciprocal licenses in
every state simultaneously without any individual state review

8. Under Alabama licensing law, a contractor who performs work on both public and private
projects must comply with different requirements depending on the project type. Specifically,
public projects in Alabama require performance and payment bonds. What minimum project
value triggers the bonding requirement for public construction projects in Alabama?

A. All public projects require bonds regardless of value with no minimum threshold for any
bond requirement

B. Bonds are required only for public projects exceeding $1,000,000 in total contract value in
Alabama

C. Alabama law requires performance and payment bonds on public construction projects
exceeding a specified threshold — the specific threshold amount is established by statute;
contractors bidding on public work must verify the current threshold and ensure bonding
capacity before submitting bids



D. Bonds are never required on public projects in Alabama because the state's guarantee covers
all risks

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

9. A contractor is preparing a bid for a commercial project that requires the contractor to
provide a "construction schedule” as part of the bid submission. The specifications require a
CPM schedule with a minimum of 200 activities. Under standard estimating practice, what cost
should the estimator include for schedule development and maintenance?

A. The estimator should include the cost of developing the initial CPM schedule (scheduling
consultant or inhouse scheduler time), monthly schedule updates throughout the project,
schedule narrative reports, time impact analyses for changes and delays, and the scheduling
software license — schedule development and maintenance is a real general conditions cost
that must be budgeted

B. Schedule development costs nothing because all contractors create schedules for free
automatically

C. Only projects exceeding $10,000,000 require a cost allocation for schedule development
and updates

D. Schedule costs are always paid directly by the owner and should never be included in the
contractor's bid

10. A contractor's estimator is calculating the cost of "temporary protection™ for a commercial
project during winter construction. Temporary protection includes heated enclosures for
concrete curing, temporary heat for interior finish work, and wind barriers for exterior work.
The project schedule shows 4 months of construction during November through February.
Under standard estimating practice, what factors affect the temporary protection cost estimate?

A. Winter construction requires no temporary protection regardless of geographic location or
weather conditions

B. Temporary protection costs are always a fixed percentage (exactly 2%) of total construction
cost in all climates

C. Only the cost of portable heaters needs to be included with fuel, enclosures, and labor
excluded entirely

D. The cost depends on the geographic location (Alabama's climate is milder than northern
states but still requires protection), the specific activities occurring during winter months, the



duration of exposure, the type of enclosures needed, fuel costs, and the impact on labor
productivity — the estimator must evaluate each winter month's activities and price protection
accordingly

11. A contractor submits a bid for a public project in Alabama. After bid opening, the owner's
construction manager reviews all bids and discovers that the contractor's bid does not include
a signed "certification of nondebarment” confirming that the contractor has not been debarred
from public work. Under Alabama’'s competitive bidding requirements, what is the
consequence?

A. The certification is optional and its absence never affects the bid's responsiveness or award
eligibility

B. The bid will remain valid but the contractor must submit the certification within one business
day of notice

C. The bid may be declared nonresponsive for failing to include a required certification — the
nondebarment certification is a mandatory compliance document that confirms the bidder is
eligible for public work; failure to submit it may disqualify the bid regardless of the price

D. Only federally funded projects require nondebarment certification and statefunded projects
are exempt

12. A contractor is preparing a bid for a renovation project in an existing occupied hospital.
The specifications require the contractor to maintain negative air pressure in the construction
zone relative to the occupied hospital areas to prevent construction dust and debris from
entering patient care areas. Under standard estimating practice, what costs does this infection
control requirement add to the bid?

A. Infection control barriers and negative pressure systems are provided by the hospital at no
cost to the contractor

B. The estimator must include costs for temporary containment barriers (floortoceiling sealed
partitions), HEPAfiltered negative air machines to maintain negative pressure, continuous air
monitoring, daily barrier inspections, specialized cleaning of the construction zone, and
training for all workers on infection control protocols — hospital renovation infection control
adds significant cost

C. Negative air pressure is achieved by simply opening windows on the construction side at no
cost



D. Infection control requirements apply only to operating room renovations and not to other
hospital areas

13. A contractor is evaluating the “indirects” (general conditions) cost for a 24month
commercial project. The estimator's general conditions estimate totals $480,000 for the
24month duration. The owner asks why the general conditions cost is so high. Under standard
estimating practice, how should the contractor explain the relationship between project
duration and general conditions cost?

A. General conditions costs are fixed and do not change with project duration under any
circumstances

B. General conditions costs decrease as project duration increases because the costs are spread
thinner

C. General conditions costs have no relationship to project duration and are determined solely
by project value

D. General conditions are largely timedependent costs — the superintendent, project engineer,
temporary facilities, temporary utilities, insurance, safety, and equipment rental continue for
every month the project is active; at $20,000 per month for 24 months, the $480,000 reflects
the extended management commitment required for a twoyear project

DOMAIN 3: LIEN LAWS (Questions 14-15)

14. Under Alabama's mechanics' lien law, a contractor files a lien for $125,000 on a commercial
property. The property owner immediately contacts the contractor and offers to pay $100,000
in full settlement. The contractor accepts the $100,000 payment but does not release the lien.
Under Alabama law, what is the legal status of the lien after the settlement payment?

A. The lien remains valid for the full $125,000 because liens cannot be partially satisfied in
Alabama

B. The contractor must release the lien or reduce it to reflect the remaining $25,000 balance —
accepting $100,000 in settlement satisfies that portion of the claim, and retaining the full
$125,000 lien after receiving partial payment constitutes a cloud on title for an amount that is
no longer owed

C. The lien is automatically extinguished the moment any payment is received regardless of
the amount



D. The property owner must file a separate lawsuit to have the lien modified after the settlement
payment

15. A material supplier delivers lumber to a construction project but the general contractor
rejects the delivery because the lumber does not meet the specification requirements. The
supplier takes the lumber back to the yard. The supplier later attempts to file a mechanics' lien
for the value of the rejected lumber. Under Alabama'’s mechanics' lien law, does the supplier
have a valid lien claim for rejected materials?

A. The supplier generally does not have a valid lien claim for materials that were rejected and
returned — mechanics' lien rights arise from furnishing labor or materials that are incorporated
into (or intended for incorporation into) the improvement; materials that are rejected and
removed from the site were not furnished for the improvement and do not support a lien claim

B. The supplier has a valid lien regardless of whether the materials were accepted, rejected, or
even delivered

C. The supplier may file a lien only if the rejection occurred within 24 hours of the initial
delivery

D. Rejected materials always have stronger lien rights than accepted materials under Alabama
law

DOMAIN 4: FINANCIAL MANAGEMENT (Questions 16-20)

16. A contractor's project accountant discovers that the company's "underbillings” (costs in
excess of billings) have increased from $50,000 to $250,000 over the past six months across
all active projects. The company's line of credit is $300,000. Under financial management
principles, what financial risk does this growing underbilling balance create?

A. Growing underbillings improve the company's cash position because less money has been
collected

B. Growing underbillings have no financial significance and should be disregarded by company
management

C. Underbillings increase the company's net worth automatically and strengthen the balance
sheet

D. The $250,000 underbilling balance means the contractor has funded $250,000 in
construction costs that have not been billed to owners — this cash outflow strains the $300,000
line of credit, leaving only $50,000 of borrowing capacity for other needs; if underbillings
continue growing, the company may exhaust its credit line and face a cash crisis



17. A contractor reviews the company's financial statements and notices that "goodwill" of
$200,000 appears as an asset from a business acquisition three years ago. The contractor's
bonding company (surety) excludes goodwill from the net worth calculation for bonding
purposes. Under standard surety underwriting, why does the surety exclude goodwill?

A. Goodwill is always the most valuable asset on any construction company's balance sheet for
all purposes

B. The surety includes goodwill at double its book value to increase the contractor's bonding
capacity

C. Goodwill is an intangible asset that cannot be liquidated to pay creditors if the company
fails — the surety evaluates "tangible net worth" (total equity minus intangible assets) because
only tangible assets have realizable value in a default scenario; excluding the $200,000
goodwill reduces the contractor's effective net worth for bonding capacity calculations

D. Goodwill exclusion applies only to contractors with annual revenue exceeding $50,000,000

18. A contractor's job cost report shows the following for the steel subcontract: original
subcontract $500,000, approved change orders $75,000, revised total $575,000, billed to date
$400,000, retainage withheld $40,000, net paid $360,000. The subcontractor submits a claim
for an additional $50,000 in change orders that the contractor has not yet approved. Under
standard cost management, what is the contractor's "exposure™ on this subcontract?

A. The exposure is exactly $575,000 because the contractor's maximum liability equals the
revised total only

B. The total exposure is $625,000 (revised total of $575,000 plus the pending $50,000 claim)
— the contractor must track both committed costs and pending claims to understand the full
potential financial exposure on this subcontract; even though the $50,000 claim is not
approved, it represents a potential additional cost that must be evaluated and potentially
reserved in the cost forecast

C. The exposure is $360,000 because only amounts already paid represent actual financial
commitment

D. Pending claims have no financial significance and should be excluded from all cost
forecasting analysis

19. A contractor's accountant prepares a "horizontal analysis" of the company's income
statements for the past three years. Revenue grew from $5,000,000 to $7,000,000 (40%
increase), but net profit decreased from $250,000 to $175,000 (30% decrease). Under financial
management principles, what does this divergence between revenue growth and profit decline
indicate?



A. The divergence indicates the company is becoming more efficient because revenue is
growing rapidly

B. Revenue growth with profit decline is the ideal financial performance profile for all
construction companies

C. The analysis cannot provide useful information about the company's financial trajectory or
performance

D. The divergence indicates that costs are growing faster than revenue — despite 40% revenue
growth, profit declined 30%, meaning the company is taking on work at lower margins,
experiencing cost overruns, or failing to control overhead growth proportionally; this
unsustainable trend will eventually lead to losses

20. A contractor is evaluating the financial impact of extending the project schedule by two
months due to ownercaused delays. The contractor's timedependent general conditions costs
are $25,000 per month. Under standard construction financial management, what additional
cost categories beyond general conditions should the contractor include in the delay cost
calculation?

A. Only the superintendent’s salary needs to be included and all other delay costs are absorbed
by the contractor

B. General conditions is the only delay cost category and no additional costs should be included
in the claim

C. The delay cost calculation should include extended general conditions ($25,000/month x 2
months = $50,000), extended home office overhead (calculated using Eichleay or similar
formula), extended insurance and bond costs, idle equipment charges, escalation of material
and labor costs during the delay period, and the impact of the delay on the company's ability to
start subsequent projects

D. Delay costs include only the direct labor cost of workers who were idle during the twomonth
extension

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

21. Under federal tax law, a contractor who uses the “completed contract method” (CCM) of
accounting for longterm contracts defers all revenue and expense recognition until the contract
is complete. Under IRS rules, what specific tax advantage does the CCM provide compared to
the percentageofcompletion method?



A. The CCM has no tax advantage and is always inferior to the percentageofcompletion method
for all contractors

B. The CCM eliminates all tax obligations permanently for the duration of every construction
contract

C. The CCM requires payment of estimated taxes at twice the normal rate during the
construction period

D. The CCM allows the contractor to defer taxable income until the project is complete —
taxes are not owed on progress billings during construction, which provides a cash flow
advantage by delaying the tax payment obligation until the final year of the contract; however,
the CCM is available only to smaller contractors meeting the IRS gross receipts threshold

22. A contractor's workers' compensation insurance policy includes a "deductible program”
where the contractor pays the first $5,000 of each claim from the company's own funds. Claims
above $5,000 are paid by the insurance carrier. Under standard workers' compensation
insurance practice, what advantage does a deductible program provide?

A. Deductible programs eliminate all workers' compensation insurance premiums for the entire
policy period

B. The deductible program reduces the annual premium because the contractor assumes the
financial risk for the first $5,000 of each claim — the premium savings from accepting this
firstdollar risk often exceed the total deductible payments, particularly for contractors with
strong safety programs that produce predominantly small claims

C. Deductible programs increase the premium by exactly double the deductible amount for
every policy year

D. Only contractors with more than 500 employees qualify for deductible programs under
insurance regulations

23. Under Alabama law, an employer must provide new employees with specific information
about workers' compensation coverage. Under Alabama's workers' compensation notice
requirements, what must the employer communicate to new employees?

A. The employer must inform new employees about the availability of workers' compensation
coverage, the procedures for reporting workrelated injuries, and the name of the insurance
carrier or administrator — this notice ensures that employees understand their rights and know
how to access benefits if they are injured on the job



B. The employer has no obligation to inform employees about workers' compensation coverage
at any time

C. Only employees who have been with the company for more than one year must be notified
about coverage

D. Workers' compensation notice requirements apply only to employers with more than 100
employees

24. A contractor's CGL insurance policy has a "per project aggregate™ endorsement rather than
the standard "general aggregate” limit. Under standard insurance practice, what advantage does
the per project aggregate provide?

A. The per project aggregate and the standard general aggregate are identical with no difference
in coverage

B. The per project aggregate reduces the total coverage available for each individual project

C. The per project aggregate provides a separate aggregate limit for each construction project
rather than a single aggregate shared across all projects — this ensures that claims on one
project do not exhaust the aggregate and leave other projects uninsured; each project has its
own full pool of coverage

D. The per project aggregate applies only to projects valued at more than $5,000,000 in total
contract value

25. Under federal tax law, a contractor must determine whether to treat the cost of "mobilization
and demobilization™ as a currentperiod expense or allocate it over the contract's duration. Under
the IRS percentageofcompletion method, how are mobilization costs typically treated?

A. Mobilization costs are always fully deductible in the month they are incurred regardless of
contract duration

B. Mobilization costs must be capitalized and depreciated over 39 years as a permanent
building improvement

C. Only demobilization costs are deductible and mobilization costs are permanently excluded
from all deductions

D. Mobilization costs are typically allocated over the contract's duration as part of the total
contract costs — under the percentageofcompletion method, these costs are included in the
total estimated contract cost and recognized proportionally as the contract progresses, rather
than being fully expensed when incurred



26. A contractor's insurance broker explains that the company's "employer's liability" coverage
(Part B of the workers' compensation policy) provides protection beyond the basic workers'
compensation benefits. Under standard workers' compensation insurance, what specific claims
does employer's liability cover?

A. Employer's liability covers only property damage claims from employees for damaged
personal tools

B. Employer's liability covers lawsuits by employees or their families that fall outside the
workers' compensation system — such as "thirdparty over"” claims (where an injured employee
sues a third party who then sues the employer for contribution), "dual capacity” claims, and
claims by spouses for loss of consortium; these claims are not covered by the basic workers'
compensation benefits

C. Employer's liability covers only claims filed by the employer against its own employees for
damages

D. Employer's liability is identical to the basic workers' compensation coverage with no
additional protection

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

27. Under the Fair Labor Standards Act, a contractor pays honexempt employees a "day rate"
— a fixed amount per day regardless of hours worked. The day rate is $280 per day. During
one workweek, an employee works five 10hour days (50 total hours). Under FLSA, how much
must the employee be paid for this workweek?

A. The employee must be paid $1,400 (5 days x $280) plus overtime calculated on the regular
rate — the regular rate is determined by dividing the total dayrate compensation ($1,400) by
the total hours worked (50), yielding $28.00/hour; overtime premium is 0.5 x $28.00 x 10
overtime hours = $140, for a total of $1,540

B. $1,400 flat with no overtime because dayrate employees are exempt from overtime
requirements

C. $2,800 calculated by doubling the weekly total for all hours exceeding 8 per day under
federal law

D. $1,400 because the fixed day rate already includes overtime compensation for all hours
worked daily



28. A contractor's employee is injured in a car accident while driving between two construction
job sites during the workday. Under Alabama workers' compensation law, is this injury
compensable?

A. Injuries during commuting to and from the first job site of the day are always compensable
under all laws

B. The injury is not compensable because all automobile accidents are excluded from workers'
compensation

C. The injury is compensable only if the employee was driving a companyowned vehicle at the
time

D. An injury sustained while traveling between job sites during the workday is generally
compensable because the employee was performing a workrelated function (traveling between
work assignments) — this is distinguished from the normal commute to and from home, which
is generally not compensable under the "going and coming" rule

29. Under OSHA's construction safety standards, employers must provide training on the
proper use of personal fall arrest systems (PFAS) before employees are required to use them.
What specific training elements must the employer provide for PFAS users?

A. Only a brief verbal instruction to "clip on™ is sufficient for PFAS training under all OSHA
standards

B. Only a demonstration of how to put on the harness is required with no additional training
elements

C. Training must cover proper donning and inspection of the harness, identification and use of
approved anchorage points, connecting lanyard and energy absorber components, fall clearance
calculations, inspection of all equipment before each use, recognition of damaged or defective
equipment, and rescue procedures if a worker falls and is suspended in the harness

D. PFAS training is optional and employers are not required to provide any fall protection
training

30. A contractor employs both "exempt" and "nonexempt” employees. A nonexempt employee
works 38 hours during the regular workweek and then volunteers to work 4 hours on Saturday
at a companysponsored community service project (building a playground for a local charity).
Under FLSA, must the contractor pay the employee for the 4 hours of volunteer work?



A. If the volunteer work is truly voluntary (not coerced), is for a charitable purpose, and is not
the same type of work the employee normally performs for the contractor, the volunteer hours
generally do not need to be compensated under FLSA — however, if the "volunteer” work is
essentially the same construction work the employee performs daily, it may be considered
compensable work time

B. All hours on the employer's premises must be compensated regardless of whether the work
is voluntary

C. Volunteer hours are always compensable at double the regular rate regardless of the nature
of the work

D. Only the first 2 hours of volunteer work are unpaid with all subsequent volunteer hours
compensable

31. Under Alabama employment law, a contractor who implements a “progressive discipline”
policy must apply it consistently across all employees. A supervisor applies the discipline
policy strictly to minority employees but gives verbal warnings only (skipping written
warnings) to nonminority employees for the same infractions. Under federal employment law,
what legal exposure does this inconsistent application create?

A. Inconsistent application of discipline policies has no legal consequence under any
employment law

B. The inconsistent application creates exposure for a disparate treatment discrimination claim
under Title VII — applying discipline more strictly to minority employees than nonminority
employees for the same infractions is evidence of discriminatory intent; the employer must
demonstrate a legitimate, nondiscriminatory reason for the different treatment

C. Discrimination claims may be filed only by employees who have been terminated and not
by those receiving any level of discipline

D. Title VII applies only to hiring decisions and does not cover disciplinary action within
employment

DOMAIN 7: PROJECT MANAGEMENT (Questions 32-34)

32. A contractor is managing a commercial project and the CPM schedule shows that a
"nearcritical” activity (an activity with only 3 days of total float) has been delayed by 2 days.
The activity now has only 1 day of remaining float. Under standard schedule management
practice, what action should the contractor take?



A. No action is needed because the activity still has 1 day of float and is not yet on the critical
path

B. The 2day delay is immaterial because only critical path activities require management
attention or resources

C. Nearcritical activities require no monitoring because they can never become critical under
CPM methodology

D. The contractor should closely monitor this activity and allocate resources to prevent further
delay — with only 1 day of remaining float, any additional delay will push this activity onto
the critical path and potentially extend the project completion date; proactive management of
nearcritical activities prevents schedule surprises

33. A contractor is implementing a "document control” system for a commercial project. The
system tracks all project documents including drawings, specifications, submittals, RFIs,
change orders, daily reports, meeting minutes, and correspondence. Under standard project
management practice, why is a formal document control system essential for construction
projects?

A. Document control systems serve only as marketing tools for impressing clients during
project presentations

B. Document control is required only on government projects and has no value for private
commercial work

C. Document control systems are unnecessary because all project participants have perfect
memory of every document

D. A formal document control system ensures that all project participants work from current
documents (preventing use of superseded drawings), creates a complete project record for
dispute resolution and claims support, provides an audit trail of all decisions and
communications, and demonstrates the contractor's professional management of the project

34. A contractor's project manager discovers that the project's "punch list" has grown from 85
items at substantial completion to 120 items three weeks later — the owner continues to add
new items that were not identified during the original walkthrough. Under standard contract
provisions, what right does the contractor have regarding new punch list additions?

A. The contractor must accept unlimited additional punch list items at any time without
objection or limit



B. The contractor has no rights regarding punch list additions and must complete every item
the owner identifies

C. The contractor may object to items added after the original punch list if they represent new
deficiencies that occurred after substantial completion (caused by the owner's use, normal wear,
or other postcompletion events) rather than preexisting conditions missed during the original
walkthrough — the contractor's warranty obligation covers defects in the contractor's work,
not damage caused by the owner after occupancy

D. Punch lists are automatically closed 24 hours after substantial completion and no additions
are permitted

DOMAIN 8: CONTRACT MANAGEMENT (Questions 35-40)

35. Under Alabama contract law, a construction contract may include a "savings clause" (also
called a "severability clause™). What is the purpose of a severability clause?

A. A severability clause requires the contractor to share all project savings with the owner
equally

B. A severability clause limits the contract's total value to a predetermined maximum savings
threshold

C. A severability clause applies only to costplus contracts and has no application to lump sum
agreements

D. A severability clause states that if any provision of the contract is found to be invalid, illegal,
or unenforceable by a court, the remaining provisions remain in full force and effect — it
prevents one invalid clause from voiding the entire contract

36. A contractor signs a subcontract that includes a "termination for convenience™ clause
allowing the GC to terminate the subcontract without cause at any time. The GC exercises this
clause midway through the project because the GC wants to replace the subcontractor with a
lowerpriced firm. Under standard subcontract provisions, what compensation is the terminated
subcontractor entitled to receive?

A. The subcontractor receives nothing because termination for convenience eliminates all
payment obligations

B. The subcontractor is entitled to payment for all work completed before termination, the cost
of materials ordered and not yet delivered (or cancellation charges), demobilization costs, and



a reasonable amount for overhead and profit on the completed work — the subcontractor is
made whole for the termination’s financial impact but does not receive the full profit on the
unperformed portion

C. The subcontractor receives the full remaining subcontract price as if the work had been
completed entirely

D. Only subcontractors with written contracts exceeding $100,000 are entitled to any
termination compensation

37. Under Alabama contract law, the concept of "privity of contract” determines who may
enforce a contract's terms. In a typical construction project with an owner, general contractor,
and subcontractors, who has privity with whom?

A. All parties have privity with all other parties regardless of the contractual chain or direct
agreements

B. Only the owner and architect have privity and no other project participant has contractual
relationships

C. The owner has privity with the GC (through the prime contract), and the GC has privity with
each subcontractor (through the subcontracts) — the owner generally does not have privity
with the subcontractors because there is no direct contract between them, which affects the
ability to bring breach of contract claims between nonprivity parties

D. Privity is not recognized under Alabama construction law and any party may sue any other
party freely

38. A contractor receives a "directive letter" from the owner instructing the contractor to
proceed with additional work immediately. The letter does not include a price or time
adjustment. Under standard contract provisions (AIA A201), how should the contractor
respond?

A. The contractor should comply with the directive, maintain detailed records of the additional
work's cost, and submit a change order proposal for the price and time adjustment — the
contractor must proceed as directed while reserving the right to compensation; refusing to
perform the directed work may constitute a breach

B. The contractor must refuse to perform any additional work until a formal change order is
fully executed



C. The directive letter is identical to a formal change order and no further documentation is
ever needed

D. The contractor should perform the work for free because directive letters waive all change
order rights

39. Under Alabama contract law, a contractor who is injured by a defective product (such as a
crane whose boom collapses due to a manufacturing defect) while performing construction
work may have both a workers' compensation claim and a separate product liability claim.
Under Alabama law, how do these two claims interact?

A. The contractor must choose one claim and permanently waive the other — both may never
be pursued

B. Workers' compensation benefits are the exclusive remedy and no product liability claim is
ever available

C. Product liability claims are available only for products manufactured outside the United
States

D. The contractor may pursue both claims — workers' compensation provides nofault benefits
from the employer's insurance, while the product liability claim is a separate lawsuit against
the product manufacturer for the defective crane; the workers' compensation carrier may assert
a subrogation lien against any product liability recovery to recoup benefits paid

40. A contractor is reviewing a contract that includes a "limitation of actions™ clause stating
that any lawsuit arising from the contract must be filed within two years of substantial
completion. The Alabama statute of limitations for breach of written contract is six years.
Under Alabama law, may the contract shorten the statutory limitation period?

A. Contracts may never modify the statutory limitation period under any Alabama law or court
decision

B. The sixyear statute of limitations is a maximum that applies to all contracts and cannot be
shortened

C. Contractual limitation of actions clauses that shorten the statutory period may be enforceable
in Alabama if the shortened period is reasonable — courts evaluate whether the agreedupon
period provides adequate time to discover defects and file claims; however, a clause that
shortens the period to an unreasonably short timeframe may be found unconscionable



D. Only federal contracts may include limitation of actions clauses and all state contracts are
exempt

DOMAIN 9: BUSINESS ORGANIZATION (Questions 41-42)

41. A contractor operates as a sole proprietorship and the owner dies unexpectedly. Under
Alabama law, what happens to the sole proprietorship's construction business and active
construction contracts upon the owner's death?

A. A sole proprietorship has no legal existence separate from the owner — upon the owner's
death, the business ceases to exist as a legal entity; the owner's estate (through the personal
representative or executor) must address the active contracts, outstanding obligations, and
business winddown; the contractor's license terminates because the qualifying party (the sole
owner) has died

B. The sole proprietorship automatically transfers to the owner's oldest child regardless of
qualifications

C. The sole proprietorship continues indefinitely under the management of the owner's spouse
by law

D. The Secretary of State appoints a temporary manager to operate the business for a minimum
of two years

42. A contractor is forming a new LLC and must decide how many members to include. The
contractor is considering a singlemember LLC versus a multimember LLC. Under Alabama
law and federal tax rules, what is a key operational difference between singlemember and
multimember LLCs?

A. Singlemember and multimember LLCs are operationally and legally identical in every
respect

B. Multimember LLCs cannot obtain contractor licenses in Alabama while singlemember
LLCs always can

C. A singlemember LLC is a "disregarded entity" for federal tax purposes (reporting on the
owner's personal Schedule C), while a multimember LLC is taxed as a partnership by default
(filing Form 1065 and issuing K1s to each member) — the tax filing obligations,
selfemployment tax treatment, and operational formalities differ based on the number of
members



D. Only multimember LLCs may enter into construction contracts in Alabama under state
business law

DOMAIN 10: RISK MANAGEMENT (Questions 43-46)

43. A contractor is constructing a commercial building on a site adjacent to an existing
underground petroleum pipeline. Under Alabama law and federal pipeline safety regulations,
what precautions must the contractor take before excavating near the pipeline?

A. Underground pipelines are always relocated before any construction and the contractor has
no obligations

B. Only the pipeline owner is responsible for safety near the pipeline and the contractor bears
no obligations

C. The contractor should excavate using heavy equipment as close as possible to the pipeline
for efficiency

D. The contractor must contact Alabama 811 to have the pipeline located and marked, maintain
the required clearance distances, handdig within the tolerance zone, follow the pipeline
operator's specific requirements for construction near the pipeline, and have a pipeline
representative present during excavation within the specified proximity — pipeline strikes can
cause explosions, fires, and environmental contamination

44. Under Alabama law, a contractor who operates a fleet of commercial vehicles must comply
with the Federal Motor Carrier Safety Administration's (FMCSA) hoursofservice regulations
for drivers of commercial motor vehicles. Under current hoursofservice rules, what is the
maximum number of consecutive hours a driver may operate a commercial motor vehicle
before a mandatory rest break?

A. There is no maximum driving limit and drivers may operate continuously for unlimited
hours each day

B. Drivers may drive a maximum of 8 consecutive hours before taking a mandatory 30minute
rest break, and may drive no more than 11 hours total in a 14hour onduty period following 10
consecutive hours off duty — these limits prevent fatiguerelated accidents involving
commercial construction vehicles on public roads

C. The maximum is 24 consecutive hours with a mandatory 4hour rest break between driving
periods

D. Hoursofservice regulations apply only to longhaul trucking companies and not to
construction vehicles



45. A contractor's safety manager is evaluating the effectiveness of the company's safety
program by tracking "leading indicators” in addition to "lagging indicators.” Under standard
safety management principles, what is the difference between leading and lagging indicators?

A. Leading indicators measure proactive safety activities (number of safety inspections
conducted, toolbox talks held, nearmiss reports submitted, hazard corrections completed,
training hours provided) that predict future safety performance, while lagging indicators
measure reactive outcomes (injury rates, lost workdays, EMR, claim costs) that reflect past
safety performance

B. Leading and lagging indicators are identical measurements that provide the same safety
information

C. Only lagging indicators have value for safety management and leading indicators are
meaningless data

D. Leading indicators measure only the company's financial performance with no safetyrelated
content

46. A contractor is evaluating the risk of "professional liability” on a project where the
contractor provides preconstruction services including constructability review, value
engineering, and scheduling recommendations. Under standard risk management practice, does
the contractor's preconstruction advisory role create professional liability exposure?

A. Preconstruction services carry no professional liability risk because they are not "design”
services

B. Only licensed architects face professional liability and contractors are always exempt from
such claims

C. Preconstruction advisory services (constructability review, value engineering, scheduling
advice) may create professional liability exposure because the contractor is providing expert
opinions and recommendations that the owner relies upon — if the contractor's VE
recommendation results in a system failure or the constructability advice proves faulty, the
contractor may face a professional negligence claim that the CGL policy's professional services
exclusion would deny

D. Professional liability applies only to projects exceeding $10,000,000 in total construction
contract value



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

47. Under OSHA's construction safety standards, a contractor must implement a
"permitrequired confined space” program when workers must enter confined spaces on the
construction site. Under OSHA's confined space standard for construction (29 CFR 1926
Subpart AA), what distinguishes a "permitrequired” confined space from a "nonpermit"
confined space?

A. All confined spaces on construction sites are nonpermit spaces and no permits are ever
required

B. Permitrequired and nonpermit confined spaces are identical and the distinction has no
regulatory meaning

C. The permit requirement is determined solely by the physical size of the space with no hazard
assessment

D. A permitrequired confined space contains or has the potential to contain a hazardous
atmosphere, engulfment hazard, internal configuration that could trap or asphyxiate an entrant,
or any other recognized serious safety or health hazard — a nonpermit confined space does not
contain these hazards; the presence of any hazard triggers the full permit program requirements

48. A contractor is performing earthwork on a commercial site and discovers that the excavated
soil has an unusual chemical odor and discoloration that was not identified in the Phase 1I
Environmental Site Assessment. Under Alabama environmental regulations and standard
construction practice, what is the contractor's immediate obligation?

A. The contractor should continue excavating and stockpiling the soil without any testing or
notification

B. The contractor must stop excavation in the affected area, secure the area to prevent worker
exposure, document the conditions with photographs and notes, notify the owner and
environmental consultant immediately, and avoid further disturbance of the potentially
contaminated soil until a qualified environmental professional evaluates the condition — the
odor and discoloration are indicators of potential contamination requiring assessment

C. The contractor should spray the soil with water to eliminate the odor and resume excavation
immediately

D. Chemical odors in soil are normal and indicate healthy organic decomposition requiring no
investigation



49. Under OSHA's construction safety standards, employers must provide "sanitation™ facilities
on the construction site for all workers. Under OSHA's sanitation requirements (29 CFR
1926.51), what is the minimum number of toilets that must be provided based on the number
of workers on the site?

A. OSHA requires a minimum of one toilet for every 20 workers on the construction site —
for sites with 20 or fewer workers, one toilet is required; additional toilets must be added as the
workforce increases; the facilities must be maintained in a clean and sanitary condition

B. One toilet per 100 workers is the OSHA minimum regardless of the total workforce size on
the site

C. OSHA has no requirements for sanitation facilities on construction sites under any
regulation

D. Only sites with more than 200 workers must provide toilet facilities under OSHA's
construction standards

50. A contractor is managing a commercial project and the specifications require compliance
with the EPA's "leadsafe work practices” for renovation of a building constructed in 1972.
Under EPA's Lead Renovation, Repair, and Painting (RRP) Rule, what worker certification is
required?

A. All workers on the project must individually hold EPA Certified Renovator credentials
regardless of duties

B. Only workers who physically handle painted surfaces must hold individual EPA certification
credentials

C. At least one EPA Certified Renovator must be assigned to the project to ensure leadsafe
work practices are followed — the certified renovator is responsible for training other workers
on leadsafe practices, posting warning signs, establishing containment, ensuring proper
cleanup, and verifying that the work area passes postrenovation cleaning verification

D. No worker certification is required because the RRP Rule regulates only the firm, not
individual workers



Practice Exam 17: Answer Key and Explanations

DOMAIN 1: LICENSING REQUIREMENTS (Questions 1-8)

1. B — Joint venture licensing requirements depend on Alabama Board regulations. The JV
may need its own license with adequate monetary limitation, or each partner must hold a license
sufficient for their share. Simply combining two $750,000 limits does not automatically create
a $1,500,000 authority. The JV must confirm compliance before bidding.

2. D — The contractor is obligated to comply with project specifications, not just minimum
building codes. Using 3,000 psi concrete where 4,000 psi was specified constitutes deficient
workmanship that breaches the contract. The Board may take disciplinary action for delivering
work that does not meet the contractual quality standard.

3. A — Construction experience alone does not qualify an individual to serve as qualifying
party. The new qualifying party must pass the required licensing examinations unless
previously qualified. The examinations verify that the individual possesses the knowledge
needed to supervise construction operations competently.

4. C — Adding a classification requires a formal application process. The contractor must
demonstrate relevant highway construction experience, pass the applicable examination for the
highway classification, and meet any additional financial requirements. Each classification
represents a distinct area of competence that must be independently verified.

5. B — Licensing Board records may be subject to subpoena in civil litigation. Public records
such as license status and disciplinary history are generally accessible. However, the Board
may assert protections for certain investigative or confidential materials. The contractor should
understand that Board filings may become evidence in related litigation.

6. A — Current licensees generally do not retake updated examinations. Changes apply to new
applicants. However, mandatory continuing education requirements ensure existing licensees
learn about new legislation and regulatory updates. This approach maintains competency
standards without disrupting existing license holders.

7. D — Surrendering the Alabama license may affect reciprocal licenses if those licenses were
obtained based on the Alabama license as the qualifying credential. If Mississippi, Louisiana,
or Tennessee issued their licenses through Alabama reciprocity, those states may review and
potentially revoke the reciprocal licenses. The contractor should verify each state's provisions.

8. C — Alabama law requires performance and payment bonds on public construction projects
exceeding a specified statutory threshold. The exact threshold is established by statute and may
be updated periodically. Contractors bidding on public work must verify the current threshold
and ensure adequate bonding capacity before submitting bids.

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

9. A — Schedule development is a real general conditions cost that must be budgeted. The
estimate should include the initial CPM schedule development, monthly updates, narrative



reports, time impact analyses, and software costs. For a 200activity CPM schedule on a
complex project, the scheduling effort represents a significant resource commitment.

10. D — Winter construction protection costs depend on geographic location, specific activities
during cold months, exposure duration, enclosure types, fuel costs, and productivity impacts.
Alabama’s climate is milder than northern states but still requires protection for concrete curing
and interior finish work during cold months.

11. C — The nondebarment certification is a mandatory compliance document on public
projects. Failure to include it may render the bid nonresponsive regardless of the price. The
certification confirms the bidder has not been suspended or debarred from public contracting,
which is a prerequisite for public project eligibility.

12. B — Hospital renovation infection control adds significant cost: sealed containment
barriers, HEPAfiltered negative air machines, continuous monitoring, daily inspections,
specialized cleaning, and worker training. These measures prevent construction contaminants
from entering patient care areas where immunocompromised patients may be at risk.

13. D — General conditions are predominantly timedependent costs. At $20,000 per month for
24 months, the $480,000 reflects the ongoing management cost for two years of superintendent
supervision, temporary facilities, utilities, insurance, and equipment. Longer projects
inherently cost more in general conditions because these costs continue every month.

DOMAIN 3: LIEN LAWS (Questions 14-15)

14. B — After accepting $100,000 in settlement, the contractor must release the lien or reduce
it to the remaining $25,000. Retaining the full $125,000 lien creates an unjustified cloud on
title for $100,000 that is no longer owed. Failure to release or reduce the lien after partial
payment may expose the contractor to liability for maintaining a fraudulent lien.

15. A — Mechanics' lien rights arise from furnishing labor or materials that are incorporated
into the improvement. Materials that are rejected and returned to the supplier were not
furnished for the improvement and do not support a lien claim. The supplier's remedy for
rejected materials is a breach of contract claim against the buyer, not a lien against the property.

DOMAIN 4: FINANCIAL MANAGEMENT (Questions 16-20)

16. D — The $250,000 underbilling means the contractor has funded construction costs not yet
invoiced to owners. With a $300,000 line of credit, only $50,000 of borrowing capacity
remains. If underbillings continue growing, the company will exhaust its credit line and face a
cash crisis. Accelerating billing is essential to reverse this trend.

17. C — Sureties evaluate "tangible net worth" by excluding intangible assets like goodwill
because intangibles cannot be liquidated to pay creditors in a default. The $200,000 goodwill
reduces the contractor's effective net worth for bonding purposes, potentially limiting bonding
capacity below what the balance sheet suggests.

18. B — Total exposure includes both committed costs ($575,000) and pending claims
($50,000) for a potential total of $625,000. Even though the $50,000 claim is unapproved, it



represents a potential obligation that must be evaluated and potentially reserved. Tracking only
committed costs without pending claims understates the true financial exposure.

19. D — Revenue growing 40% while profit declines 30% indicates costs are outpacing
revenue growth. The company is either winning work at lower margins, experiencing cost
overruns, or failing to control overhead proportionally. This unsustainable trend will lead to
losses if not corrected through better estimating, cost control, or selective bidding.

20. C — Delay costs extend beyond general conditions to include extended home office
overhead (Eichleay), extended insurance and bonds, idle equipment, material and labor
escalation, and impacts on subsequent projects. A comprehensive delay claim captures all
financial consequences of the ownercaused delay, not just the fieldlevel timedependent costs.

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

21. D — The completed contract method defers all taxable income until project completion.
Taxes are not owed on progress billings during construction, providing a cash flow advantage
by delaying the tax obligation. However, the CCM is available only to smaller contractors
meeting the IRS gross receipts threshold (approximately $29 million average annual).

22. B — A deductible program reduces the annual premium because the contractor assumes
the first $5,000 of each claim. For companies with strong safety programs producing mostly
small claims, the premium savings typically exceed the total deductible payments. The program
creates a direct financial incentive for preventing even minor injuries.

23. A — Alabama requires employers to inform new employees about workers' compensation
coverage availability, injury reporting procedures, and the identity of the insurance carrier or
administrator. This notice ensures employees understand their rights and can access benefits
promptly if injured. Uninformed employees may delay reporting, complicating claims.

24. C — The per project aggregate provides a separate aggregate limit for each project rather
than sharing one aggregate across all projects. This prevents claims on one project from
exhausting coverage for other projects. Each project has its own full pool of coverage,
providing significantly better protection for multiproject contractors.

25. D — Under the percentageofcompletion method, mobilization costs are allocated over the
contract duration as part of total contract costs. They are recognized proportionally as the
contract progresses rather than being expensed entirely when incurred. This matching principle
ensures costs are recognized in the same periods as the related revenue.

26. B — Employer's liability (Part B) covers lawsuits outside the workers' compensation
system — including "thirdparty over"” claims (where a third party sued by the employee seeks
contribution from the employer), dual capacity claims, and loss of consortium claims by
spouses. These claims are separate from the basic nofault workers' compensation benefits.

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

27. A— The regular rate for a dayrate employee is calculated by dividing total dayrate pay by
total hours: $1,400 + 50 = $28.00/hour. The overtime premium is 0.5 x $28.00 x 10 overtime



hours = $140. Total pay is $1,400 + $140 = $1,540. The day rate covers straight time for all
hours, so only the halftime premium is owed for overtime hours.

28. D — Travel between job sites during the workday is generally compensable because the
employee is performing a work function. This is distinguished from the normal commute to
and from home, which is generally not compensable under the "going and coming” rule. The
employee was acting within the scope of employment while traveling between work
assignments.

29. C — PFAS training must cover harness donning and inspection, anchorage point
identification, component connection, fall clearance calculations, preuse equipment inspection,
recognition of damaged equipment, and postfall rescue procedures. Comprehensive training
prevents the equipment from being used incorrectly, which could result in fatal falls despite
wearing the harness.

30. A — Truly voluntary charitable work that is not coerced, serves a charitable purpose, and
is not the same type of work the employee normally performs is generally not compensable
under FLSA. However, if the "volunteer” work is essentially the same construction activity the
employee performs daily, it may be considered compensable work time requiring payment.

31. B — Inconsistent application of discipline more strictly to minority employees constitutes
evidence of disparate treatment discrimination under Title VII. The employer must apply
disciplinary policies uniformly across all employees regardless of race, color, religion, sex, or
national origin. Selective enforcement creates significant legal exposure for discrimination
claims.

DOMAIN 7: PROJECT MANAGEMENT (Questions 32-34)

32. D — With only 1 day of remaining float, any further delay makes this activity critical and
may extend the project. Nearcritical activities require the same management attention as critical
activities because they can easily become critical. Proactive monitoring and resource allocation
prevent schedule surprises from activities transitioning to the critical path.

33. D — A formal document control system ensures current document usage (preventing
superseded drawing errors), creates a complete project record for claims and disputes, provides
an audit trail of decisions and communications, and demonstrates professional project
management. Without document control, costly errors from outdated information are
inevitable.

34. C — The contractor may object to items added after the original punch list if they represent
new conditions caused by the owner's occupancy rather than preexisting defects. The
contractor's warranty covers defects in workmanship, not damage from the owner's use. Items
legitimately missed during the original walkthrough may be valid additions, but postoccupancy
damage is not.

DOMAIN 8: CONTRACT MANAGEMENT (Questions 35-40)

35. D — A severability clause prevents one invalid provision from voiding the entire contract.
If a court finds any clause unenforceable, the remaining provisions survive. Without this clause,



a single invalid provision could theoretically invalidate the entire agreement, requiring the
parties to renegotiate from scratch.

36. B — A terminatedforconvenience subcontractor receives payment for completed work,
materials ordered, demobilization costs, and reasonable overhead and profit on completed
work. The subcontractor is made whole for the termination's financial impact but does not
receive the full anticipated profit on the unperformed portion of the subcontract.

37. C — Privity follows the contractual chain: owner<~GC (prime contract) and
GC«subcontractor (subcontract). The owner typically has no privity with subcontractors
because no direct contract exists between them. This affects the ability to bring breach of
contract claims, though tort claims and statutory rights may not require privity.

38. A — The contractor must comply with the owner's directive while preserving the right to
compensation. The contractor should maintain detailed cost records, submit a change order
proposal for price and time adjustments, and document the directive. Refusing to perform
directed work may constitute breach even when the price is not yet agreed upon.

39. D — The contractor may pursue both claims simultaneously. Workers' compensation
provides nofault benefits from the employer's insurer, while the product liability claim is a
separate lawsuit against the manufacturer. The workers' compensation carrier may assert a
subrogation lien against the product liability recovery to recoup benefits already paid.

40. C — Contractual limitation of actions clauses that shorten the statutory period may be
enforceable if the shortened period is reasonable. Courts evaluate whether the agreed period
provides adequate time to discover defects and file claims. An unreasonably short period may
be found unconscionable and unenforceable.

DOMAIN 9: BUSINESS ORGANIZATION (Questions 41-42)

41. A — A sole proprietorship has no legal existence separate from the owner. Upon death, the
business ceases to exist, the license terminates, and the estate must address active contracts and
obligations. This vulnerability is a major disadvantage of the sole proprietorship structure
compared to entities like LLCs and corporations that survive the owner's death.

42. C — A singlemember LLC is a disregarded entity reporting on Schedule C, while a
multimember LLC is taxed as a partnership filing Form 1065 with K1s to members. The tax
filing requirements, selfemployment tax treatment, and operational formalities differ
significantly based on the number of members.

DOMAIN 10: RISK MANAGEMENT (Questions 43-46)

43. D — The contractor must call 811 for pipeline location, maintain required clearances,
handdig within the tolerance zone, follow the operator's specific requirements, and have a
pipeline representative present during nearby excavation. Pipeline strikes can cause explosions,
fires, environmental contamination, and fatalities.

44. B — Federal hoursofservice regulations limit drivers to 8 consecutive hours before a
30minute break, 11 hours of total driving within a 14hour onduty window, following 10



consecutive hours off duty. These limits prevent fatiguerelated accidents involving commercial
construction vehicles on public roads.

45. A — Leading indicators measure proactive activities (inspections, training, nearmiss
reports, hazard corrections) that predict future safety performance. Lagging indicators measure
reactive outcomes (injuries, lost days, EMR, claim costs) that reflect past performance.
Effective safety programs monitor both to drive continuous improvement.

46. C — Preconstruction advisory services create professional liability exposure because the
contractor provides expert opinions the owner relies upon. If a VE recommendation causes a
system failure or constructability advice proves faulty, the contractor may face a professional
negligence claim. The CGL's professional services exclusion would deny coverage, requiring
separate professional liability insurance.

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

47. D — A permitrequired confined space contains or has the potential to contain hazardous
atmospheres, engulfment hazards, entrapment configurations, or other serious hazards. A
nonpermit space lacks these hazards. The presence of any qualifying hazard triggers the full
permit program including atmosphere testing, attendants, rescue capability, and entry permits.

48. B — Unusual chemical odors and soil discoloration are indicators of potential
contamination requiring immediate assessment. The contractor must stop excavation, secure
the area, document conditions, and notify the owner and environmental consultant. Continuing
to disturb potentially contaminated soil can spread contamination, increase cleanup costs, and
create worker exposure risks.

49. A — OSHA requires one toilet for every 20 workers on a construction site. For 20 or fewer
workers, one facility is the minimum. As the workforce grows, additional facilities must be
provided proportionally. All facilities must be maintained in clean, sanitary condition with
adequate supplies.

50. C— The RRP Rule requires at least one EPA Certified Renovator on each project involving
prel978 buildings. The certified renovator ensures leadsafe work practices, trains other
workers, establishes containment, posts warning signs, directs proper cleanup, and performs
postrenovation cleaning verification. The firm must also be EPAcertified.



