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IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. A policy that protects a company from damages to property belonging to
someone other than that of the company is called what?
A. General liability insurance
B. MOTOR VEHICLE INSURANCE
C. Property insurance
D. Workers' compensation insurance

2. Which regulatory body oversees workplace safety that includes regulations
about noise exposure?
A. Environmental Protection Agency
B. Department of Labor
C. Occupational Safety and Health Administration
D. Food and Drug Administration

3. What is the primary purpose of the Clean Water Act?
A. To protect drinking water sources
B. To regulate wastewater treatment plants
C. To regulate the discharge of pollutants in navigable waters
D. To control stormwater runoff

4. Which of the following is NOT considered project overhead?
A. labor costs
B. materials
C. advertising
D. equipment rental

5. All incidents resulting in fatal heart attacks ______.
A. must be reported to OSHA
B. should be documented internally
C. may be overlooked
D. are investigated by management
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6. Under what circumstances would an accounting system using the accrual
basis recognize income?
A. When cash is received
B. When the sale is made
C. When the expenses are incurred
D. When the invoice is sent

7. What percentage of employees must participate to qualify for an employee
stock ownership plan (ESOP)?
A. 50%
B. 75%
C. 100%
D. 25%

8. In a contract stating that Acme Company will install an air conditioner for
$6000, what is the "consideration"?
A. Only the air conditioner
B. Only the $6000
C. Both the air conditioner and $6000
D. Cost of installation

9. What is typically the primary benefit of having a "key man" insurance
policy?
A. Tax deduction for the premium
B. Coverage for the business in case of an employee's death
C. Increased profitability during the policy period
D. Enhanced employee morale

10. What is the percentage of overhead to sales for Acme Plumbing with
yearly sales of $367,000 and overhead expenses of $62,000?
A. 16.5%
B. 16.9%
C. 17.2%
D. 18.0%
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Answers
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1. B
2. C
3. C
4. C
5. A
6. B
7. A
8. C
9. B
10. B
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Explanations
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1. A policy that protects a company from damages to property belonging to
someone other than that of the company is called what?
A. General liability insurance
B. MOTOR VEHICLE INSURANCE
C. Property insurance
D. Workers' compensation insurance

The correct answer is general liability insurance. This type of insurance is specifically designed to protect
businesses from claims of bodily injury or property damage caused by the company’s operations, products, or
accidents that occur on the business premises. It covers damages to property that belongs to third parties,
which is why it is essential for companies to mitigate risks associated with claims and lawsuits.  General liability
insurance provides a financial safety net that allows a business to operate without the constant fear of litigation.
This coverage is particularly crucial for plumbing businesses, which may frequently encounter situations where
property damage could occur due to their work.   While the other types of insurance mentioned serve important
roles in overall risk management, they do not address the same scope of liability. Motor vehicle insurance is
focused solely on vehicles used for business operations, property insurance pertains to damage to the
company’s own assets, and workers' compensation insurance covers employee injuries but does not relate to
third-party property damage. Thus, general liability insurance is the appropriate choice in this context.

2. Which regulatory body oversees workplace safety that includes regulations
about noise exposure?
A. Environmental Protection Agency
B. Department of Labor
C. Occupational Safety and Health Administration
D. Food and Drug Administration

The Occupational Safety and Health Administration (OSHA) is the regulatory body that oversees workplace
safety across various industries, including regulations specific to noise exposure. OSHA’s mission is to ensure
that employers provide a safe and healthy working environment for their employees. This includes setting and
enforcing standards related to noise levels to prevent hearing loss and other health issues among workers. 
OSHA is responsible for establishing permissible noise levels and requiring employers to monitor those levels,
implement hearing conservation programs, and provide necessary protective equipment. By doing so, OSHA
aims to reduce the risk of occupational noise-induced hearing loss and promote overall workplace safety.  In
contrast, the Environmental Protection Agency (EPA) primarily focuses on environmental protection, including air
and water quality but does not specifically regulate workplace safety. The Department of Labor oversees various
labor-related issues, but it is OSHA that is specifically tasked with occupational safety and health regulations.
The Food and Drug Administration (FDA) deals with food safety, pharmaceuticals, and medical devices rather
than workplace safety issues. Hence, OSHA stands out as the correct answer with its direct responsibility for
noise exposure regulations.
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3. What is the primary purpose of the Clean Water Act?
A. To protect drinking water sources
B. To regulate wastewater treatment plants
C. To regulate the discharge of pollutants in navigable waters
D. To control stormwater runoff

The primary purpose of the Clean Water Act is to regulate the discharge of pollutants into navigable waters. This
law was enacted to restore and maintain the integrity of the nation's waters by preventing point and nonpoint
source pollution. It establishes the framework for regulating pollutants that could harm water quality, ensuring
that water bodies are safe for fishing, swimming, and other activities.   The emphasis on navigable waters is
crucial because it reflects the law's aim to protect areas that have significant ecological and economic
importance. By controlling the discharge of pollutants, the Clean Water Act seeks to prevent degradation of
water quality, promoting a healthier environment and safeguarding public health.  While protecting drinking
water sources, regulating wastewater treatment plants, and controlling stormwater runoff are essential
components of overall water quality management, these activities fall under the broader umbrella of regulating
pollutant discharges. Therefore, the correct focus of the Clean Water Act lies in its specific goal of addressing
discharges into navigable waters.

4. Which of the following is NOT considered project overhead?
A. labor costs
B. materials
C. advertising
D. equipment rental

Project overhead refers to the indirect costs associated with a construction project that are not tied directly to
specific tasks or physical goods but are essential for the overall administration and operation of the project.
These overhead costs typically include items such as general site expenses, administrative salaries, project
management fees, and facilities necessary to support the project.  Labor costs, materials, and equipment rentals
are directly tied to the execution of specific tasks within a project. Labor costs represent the money paid to
workers directly involved in the project, materials pertain to the physical items needed to complete the work, and
equipment rental involves costs associated with the tools and machinery used in construction. All these
expenses are typically categorized under direct costs or specific project expenses rather than overhead.  On the
other hand, advertising does not directly pertain to the financial aspects of executing the project itself but
instead relates to promoting the business or the project to potential clients or stakeholders. Therefore,
advertising is not an expense that can be classified as project overhead, as it does not contribute to the direct
functionality or completion of the project at hand.
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5. All incidents resulting in fatal heart attacks ______.
A. must be reported to OSHA
B. should be documented internally
C. may be overlooked
D. are investigated by management

Fatal heart attacks that occur in the workplace are subject to the Occupational Safety and Health Administration
(OSHA) reporting requirements. According to OSHA regulations, employers are mandated to report any
work-related fatalities, which includes heart attacks if they can be linked to workplace conditions or incidents.
This ensures that there is oversight regarding the safety of the work environment and adherence to necessary
safety standards. Reporting such incidents allows OSHA to investigate potential hazards that may contribute to
these events, enhancing preventative measures and improving workplace safety overall.  The other options do
not align with statutory requirements or best practices. While documenting internally and investigating by
management are good practices, they do not take precedence over the legal obligation to report to OSHA.
Overlooking such incidents would not meet compliance standards and could lead to penalties for the employer.

6. Under what circumstances would an accounting system using the accrual
basis recognize income?
A. When cash is received
B. When the sale is made
C. When the expenses are incurred
D. When the invoice is sent

An accounting system using the accrual basis recognizes income when the sale is made, regardless of when
cash is actually received. This principle aligns with the matching concept, which dictates that revenues should
be recognized in the same period as the expenses incurred to generate those revenues. By recognizing income
upon the completion of the sale, businesses can provide a more accurate representation of financial
performance and condition. This approach allows for a clearer understanding of a company's earnings and
operational success over a specific period, even if the actual cash flow occurs later.  Recognizing income when
the sale is made captures economic activity more effectively than waiting for cash transactions, which can be
delayed. For example, a company may sell goods or provide services on credit, leading to accounts receivable
until payment is collected. This recognition of income at the point of sale enables better financial planning and
reporting.
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7. What percentage of employees must participate to qualify for an employee
stock ownership plan (ESOP)?
A. 50%
B. 75%
C. 100%
D. 25%

In the context of employee stock ownership plans (ESOPs), the requirement for participation typically hinges
around the significant aspect of employee engagement and representation in the ownership structure of the
company. To qualify for an ESOP, it's generally necessary for at least 50% of eligible employees to participate in
the plan. This level of participation is important because it ensures that a substantial portion of the workforce
has a vested interest in the company's performance and success.   Participation rates of this nature not only
reflect the collective commitment of the employees but also facilitate the financial and operational viability of
the ESOP, supporting the company's growth and sustainability. Higher participation levels can strengthen the
plan's effectiveness in aligning employee interests with the overall goals of the organization. While ESOPs can
be designed to include a wide array of employees, the 50% threshold serves as a practical benchmark for
establishing the plan's credibility and impact.

8. In a contract stating that Acme Company will install an air conditioner for
$6000, what is the "consideration"?
A. Only the air conditioner
B. Only the $6000
C. Both the air conditioner and $6000
D. Cost of installation

In a contract, consideration refers to the value that is exchanged between parties involved in the agreement. In
this scenario, the consideration consists of both parties' obligations: Acme Company agrees to provide a service,
specifically the installation of an air conditioner, and in return, the other party agrees to pay $6000 for that
service.   Therefore, the complete consideration is the air conditioner installation (the service provided) and the
$6000 (the payment made for that service). This mutual exchange of value is essential for a valid contract
because both parties must receive something of value to fulfill the legal requirements of consideration.  
Recognizing that consideration must involve the contributions from both parties clarifies why both the air
conditioner installation and the payment are necessary components of this contractual agreement. This mutual
exchange fosters the binding nature of the contract, as it ensures that both parties have a stake in fulfilling their
respective obligations.
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9. What is typically the primary benefit of having a "key man" insurance
policy?
A. Tax deduction for the premium
B. Coverage for the business in case of an employee's death
C. Increased profitability during the policy period
D. Enhanced employee morale

The primary benefit of having a "key man" insurance policy is that it provides crucial financial protection for a
business in the event of the death or incapacitation of a key employee or owner. This type of insurance ensures
that the business can continue to operate and maintain stability, as it allows the company to cover immediate
financial impacts, such as loss of revenue, costs associated with hiring a replacement, or managing the
transition. The funds from the policy can be used to mitigate disruptions and keep the business afloat during a
challenging time.  In addition to the direct financial support, having a "key man" insurance policy can reassure
investors and stakeholders about the company's resilience, thereby contributing to long-term stability and
planning. This understanding is critical; while there may be aspects like tax implications or employee morale tied
to the policy, the essential purpose is to safeguard the business from the significant risk posed by the loss of a
key individual.

10. What is the percentage of overhead to sales for Acme Plumbing with
yearly sales of $367,000 and overhead expenses of $62,000?
A. 16.5%
B. 16.9%
C. 17.2%
D. 18.0%

To determine the percentage of overhead to sales for Acme Plumbing, you will first need to use the formula: 
Percentage of Overhead to Sales = (Overhead Expenses / Total Sales) x 100.  Plugging in the values provided: 
Overhead Expenses = $62,000   Total Sales = $367,000    Calculating this gives:  Percentage of Overhead to Sales
= ($62,000 / $367,000) x 100   = 0.1687 x 100   = 16.87%.  When rounded, this value is approximately 16.9%. This
indicates that for every dollar of sales, roughly 16.9 cents are used to cover overhead expenses, reflecting the
operational efficiency and fixed costs associated with running the business.   To arrive at the correct answer, it's
crucial to ensure accuracy in both the arithmetic and the rounding process. Understanding this calculation can
assist businesses in budgeting and assessing their financial health, as it highlights the relationship between
sales and fixed expenses.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://businessplumbinglaw.examzify.com

We wish you the very best on your exam journey. You've got this!
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