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1. As an employer, you are responsible for filing which of the
following employment taxes?
A. Only federal income tax
B. Only social security tax
C. Only federal unemployment tax
D. All of the above

2. Is it true that a home improvement contractor is required
to register with the Residential Building Contractors
Subcommittee?
A. True
B. False
C. Only for specific projects
D. Only commercial contractors

3. What defines a corporation's ability to own property?
A. Corporate structure and governance
B. The type of property
C. State laws regarding ownership
D. All of the above

4. The Notice of Contract must include all but which of the
following?
A. The contractor's name
B. The project location
C. The estimated start date
D. When the work was completed

5. What must a contractor repay if a surety company pays out
any funds?
A. Nothing, as it is a grant
B. A penalty fee
C. Any monies paid out
D. Only if demanded
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6. What business organization provides the most financial
protection for the owners?
A. Partnership
B. Sole Proprietorship
C. Corporation
D. Limited Liability Company

7. Using the accrual accounting method, if a contractor
completes $12,500 worth of services in June and collects
$8,500 in accounts receivable, how much income will the
contractor recognize in June?
A. $8,500
B. $12,500
C. $21,000
D. $15,000

8. A National Pollutant Discharge Elimination System
(NPDES) Storm Water permit is required for projects where
how many acres of land will be disturbed?
A. 1-3
B. 4-6
C. 1-5
D. 6-10

9. A punch list is created at what stage of the project?
A. Planning
B. Design
C. Completion
D. Initiation

10. Which of the following is a true statement regarding
ownership of property by corporations?
A. Corporations cannot own properties in foreign countries
B. Corporations can only own properties if they apply for special

status
C. Corporations can be sole owners of properties
D. Corporations must always share property ownership

4Sample study guide. Visit https://lacontractorbusinesslaw.examzify.com for the full version

SA
M

PLE



Answers
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1. D
2. A
3. A
4. D
5. C
6. C
7. B
8. C
9. C
10. C
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1. As an employer, you are responsible for filing which of the
following employment taxes?
A. Only federal income tax
B. Only social security tax
C. Only federal unemployment tax
D. All of the above

As an employer, you are responsible for filing all employment taxes, which include
federal income tax, social security tax, and federal unemployment tax. Each of these
taxes serves a distinct purpose and contributes to different programs within the federal
system.  Federal income tax is a withholding tax that employers deduct from employees'
paychecks based on their earnings and the information provided on their W-4 forms. It is
the employer's responsibility to ensure that the correct amount is withheld and remitted
to the IRS.  Social security tax is part of the Federal Insurance Contributions Act (FICA)
tax, which funds the Social Security program. Employers must collect and match social
security tax contributions from their employees to fund benefits for retirees, disabled
individuals, and survivors.  Federal unemployment tax, or FUTA, is designed to provide
unemployment benefits to workers who have lost their jobs. Employers are required to
pay this tax based on the wages paid to their employees and are responsible for filing the
relevant forms to report these contributions.  Therefore, the obligation of an employer
encompasses all of these taxes, highlighting the multifaceted responsibilities regarding
payroll taxes within the employer-employee relationship.

2. Is it true that a home improvement contractor is required
to register with the Residential Building Contractors
Subcommittee?
A. True
B. False
C. Only for specific projects
D. Only commercial contractors

A home improvement contractor is indeed required to register with the Residential
Building Contractors Subcommittee in Louisiana. This mandate is part of the state's
effort to ensure that contractors operating in the residential sector comply with licensing
regulations and maintain certain standards of practice. Registration serves to protect
consumers by verifying the credentials of contractors, ensuring they have the necessary
skills, knowledge, and financial stability to undertake home improvement projects. 
Being registered also implies that these contractors are more likely to adhere to the
relevant laws and codes, which can include building codes, zoning laws, and safety
regulations. This requirement helps create a safer and more reliable environment for
homeowners who are investing in improvement projects.  In contrast, if one were to
consider the other options, it would be inaccurate to state that registration is only
needed for specific projects or solely for commercial contractors. The rules are
comprehensive and apply broadly to residential contractors, reinforcing the necessity for
all home improvement professionals to be registered to provide services in this market.
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3. What defines a corporation's ability to own property?
A. Corporate structure and governance
B. The type of property
C. State laws regarding ownership
D. All of the above

The ability of a corporation to own property is fundamentally influenced by its corporate
structure and governance, which outlines the rules for the corporation's operation and
the authority of the individuals within it. The articles of incorporation and bylaws specify
the powers granted to the corporation, including the rights to acquire, hold, and dispose
of property.  While the type of property can have implications for ownership—certain
types may require special considerations or approvals—the underlying principle that
governs a corporation's ability to own property rests with its structure and governance.
Additionally, state laws regarding ownership establish the legal framework within which
corporations operate, impacting their ability to hold property in certain circumstances. 
However, the correct answer encompasses primarily the corporate structure and
governance, which are essential to understanding how a corporation comes into
existence and operates within the confines of the law, including property ownership. In
contrast, limiting the answer solely to the corporate structure overlooks the important
interplay that exists among all elements involved in property ownership.

4. The Notice of Contract must include all but which of the
following?
A. The contractor's name
B. The project location
C. The estimated start date
D. When the work was completed

The Notice of Contract is a crucial document in Louisiana construction law, as it
establishes the framework for the contractor's obligations and the scope of work. It is
required to include several key pieces of information to be effective and to ensure all
parties are clear about the contract terms.  Including the contractor's name is essential
for identifying who is responsible for the work and who has the contractual obligations.
Similarly, the project location is critical because it specifies where the work will be
conducted. The estimated start date, while not necessarily fixed, is important as it
provides a timeline for when the project will commence, which is relevant for scheduling
and contractual arrangements.  On the other hand, specifying when the work was
completed is not a requirement for the Notice of Contract. This information would
pertain more to the completion of the project and would typically be documented in other
forms of communication or records, such as a certificate of completion or final
inspection reports. Including completion dates in the Notice of Contract does not align
with its purpose, which is to outline the terms under which the work will be undertaken
rather than its conclusion. Thus, the correct answer is that the Notice of Contract must
include all of the necessary components for clarity and legal compliance, except for the
completion date.
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5. What must a contractor repay if a surety company pays out
any funds?
A. Nothing, as it is a grant
B. A penalty fee
C. Any monies paid out
D. Only if demanded

When a surety company pays out funds due to a contractor's default or inability to fulfill
their contractual obligations, the contractor is obligated to repay any monies paid out by
the surety. This is a fundamental aspect of suretyship, wherein the surety acts as a
guarantor for the contractor's performance. Essentially, the surety provides financial
assurance to the project owner that the work will be completed as per the contract
requirements.   If the surety has to step in and cover the costs, whether for project
completion or for compensating a project owner due to non-performance, that financial
responsibility falls back to the contractor. This principle aims to protect the interests of
the project owner and ensures that contractors remain accountable for their
commitments. It is not a grant because the surety expects repayment; therefore, the
contractor's obligation to refund the funds is legally enforceable.   The other options do
not align with the nature of surety agreements. There are no grants involved, penalties
specific to this situation aren't typically assessed, nor is it contingent upon demand since
the obligation arises from the surety's payment action itself.

6. What business organization provides the most financial
protection for the owners?
A. Partnership
B. Sole Proprietorship
C. Corporation
D. Limited Liability Company

A corporation provides the most financial protection for its owners due to the principle of
limited liability. This means that the shareholders of a corporation are not personally
liable for the debts and liabilities of the corporation. Their financial risk is limited to the
amount they have invested in shares, protecting their personal assets from being used to
satisfy corporate debts or legal judgments against the corporation.  In contrast,
partnerships and sole proprietorships do not offer this level of protection. In a
partnership, each partner can be held personally responsible for the debts of the
business, which could significantly impact their personal finances. Similarly, a sole
proprietorship does not create a separate legal entity from its owner, meaning that all of
the business’s liabilities are the personal responsibility of the owner.  While a Limited
Liability Company (LLC) also offers limited liability protection similar to a corporation,
corporations typically provide a more established framework for ownership, management,
and expansion, along with greater credibility and potential access to capital. This makes
the corporation a preferred choice for those seeking to limit personal liability while
engaging in commercial activities.
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7. Using the accrual accounting method, if a contractor
completes $12,500 worth of services in June and collects
$8,500 in accounts receivable, how much income will the
contractor recognize in June?
A. $8,500
B. $12,500
C. $21,000
D. $15,000

In the accrual accounting method, income is recognized when it is earned, regardless of
when cash is actually collected. Therefore, even though the contractor collected only
$8,500 in accounts receivable in June, the key point is that they completed $12,500 worth
of services during the month. This amount reflects the true economic activity and effort
the contractor put into their work for that period.  Consequently, for June, the contractor
recognizes the full $12,500 as income, which accurately represents the revenue earned
from the services rendered, independent of the cash flow from collections. This
recognition aligns with the principle of matching revenues with the expenses incurred to
generate those revenues, thus providing a clearer picture of the contractor's financial
performance for that month.

8. A National Pollutant Discharge Elimination System
(NPDES) Storm Water permit is required for projects where
how many acres of land will be disturbed?
A. 1-3
B. 4-6
C. 1-5
D. 6-10

A National Pollutant Discharge Elimination System (NPDES) Storm Water permit is
required for projects that disturb one or more acres of land. The correct answer states
that a permit is needed for projects where between 1 to 5 acres will be disturbed. This
requirement is set to help manage the potential for stormwater runoff, which can carry
pollutants into water bodies, thus helping to protect water quality.  Understanding the
threshold of one acre as the minimum for requiring an NPDES permit is crucial for
contractors and developers, as it points to the legal requirements they must comply with
when planning land disturbance activities. This permitting process ensures that
appropriate measures are taken to control erosion and sediment runoff, safeguarding the
environment during construction activities. The other ranges presented do not accurately
reflect the regulation, as they either fall below or do not fully encompass the correct
range for permitting under the NPDES guidelines.
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9. A punch list is created at what stage of the project?
A. Planning
B. Design
C. Completion
D. Initiation

A punch list is created during the completion stage of a construction project. This list
serves as a detailed document that outlines tasks, corrections, or items that need to be
finished before the project is considered fully complete. Typically, it is developed after
substantial completion has been reached but before the final walkthrough or project
closeout.   During this phase, the contractor and client or project owner walk through the
project together to identify any unfinished work or deficiencies. The punch list ensures
that all aspects of the project meet the agreed-upon specifications and quality standards
before final payment is made and the project is officially closed. This process is crucial
for ensuring that any issues are addressed to the satisfaction of all parties involved,
reinforcing the importance of quality control and client satisfaction in the final stages of
a project.

10. Which of the following is a true statement regarding
ownership of property by corporations?
A. Corporations cannot own properties in foreign countries
B. Corporations can only own properties if they apply for special

status
C. Corporations can be sole owners of properties
D. Corporations must always share property ownership

The statement that corporations can be sole owners of properties is accurate and reflects
how corporate ownership works. In legal terms, a corporation is recognized as a separate
legal entity, which enables it to own, buy, sell, lease, and otherwise manage property
independently of its shareholders or other entities. This means a corporation can own
real estate, buildings, vehicles, and other assets without sharing ownership, functioning
autonomously in its property dealings.  Corporations have the same legal rights as
individuals to own property. They can acquire the title to assets and are responsible for
any liabilities related to those properties. This autonomy is key to the corporate
structure, as it protects individual shareholders from personal liability regarding
corporate debts and obligations, thus facilitating business operations.  On the other
hand, the other statements do not accurately represent the realities of corporate
property ownership. Corporations can indeed own property in foreign countries without
special restrictions beyond complying with local laws. They do not need to apply for any
special status to own property and can fully own assets without the necessity of sharing
ownership with other parties; thus, the assertion that they must always share property
ownership is incorrect.
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