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1. Can a contractor use materials not specified in the contract
without owner permission?
A. Yes, if they discuss it
B. No, they must get permission
C. Yes, but must provide justification
D. Only if it’s an upgrade

2. After being denied a license, when may an applicant
reapply?
A. After 1 year
B. Immediately
C. No license is required
D. After 6 months

3. Which of the following is an illegal act for contractors?
A. Providing free estimates
B. Informing customers of delays
C. Engaging in fraud
D. Offering warranties

4. How is annual company overhead typically calculated?
A. By dividing total costs by number of employees
B. As a percentage of annual gross revenue
C. By aggregating monthly expenses
D. Based on project estimates from the last year

5. True or False: A salesperson cannot represent multiple
contractors simultaneously.
A. True
B. False
C. Only if contracts allow
D. Depends on the contractor's terms
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6. Is it legal for an employer to require drug testing for a
legitimate business purpose?
A. Yes
B. No
C. Only for safety-sensitive positions
D. Only with employee consent

7. How should advertising be structured?
A. To confuse potential customers
B. To avoid misrepresentation
C. To highlight only the lowest prices
D. To include false endorsements

8. True or False: An applicant for licensure must have 2 years
of trade experience or comparable educational training.
A. True
B. False
C. Depends on the situation
D. Only for certain trades

9. What happens if a customer fails to provide the required
cancellation notice to the seller?
A. The cancellation is void
B. The seller must refund the transaction
C. The customer loses the right to cancel
D. All protocols remain the same

10. What does a county or municipality in Maryland have the
authority to regulate regarding home improvement?
A. Quality and performance
B. Only pricing
C. Type of materials used
D. Location of work
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1. B
2. C
3. C
4. B
5. A
6. A
7. B
8. A
9. C
10. A

6Sample study guide. Visit https://mhicnascla.examzify.com for the full version

SA
M

PLE



Explanations
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1. Can a contractor use materials not specified in the contract
without owner permission?
A. Yes, if they discuss it
B. No, they must get permission
C. Yes, but must provide justification
D. Only if it’s an upgrade

A contractor must obtain permission from the owner before using materials not specified
in the contract. This requirement is rooted in the principle of contract law, which
emphasizes that both parties have agreed to specific terms and conditions, including the
materials to be used in the project. Deviating from those terms without permission can
lead to disputes, potential breaches of contract, and may affect the project’s budget and
timelines.  Additionally, using unauthorized materials could compromise the quality or
safety of the work, leading to further ramifications for both the contractor and the
owner. Ensuring clear communication and obtaining prior approval helps maintain
transparency and trust between the contractor and the owner, fostering a collaborative
work environment.

2. After being denied a license, when may an applicant
reapply?
A. After 1 year
B. Immediately
C. No license is required
D. After 6 months

The correct understanding revolves around the specific regulations regarding contractor
licensing. In many jurisdictions, when an applicant is denied a contractor license, they
typically have the option to reapply after completing certain conditions set forth by the
licensing authority.   In this case, the choice indicating that "no license is required"
suggests that the specific activity or work does not necessitate a contractor's license in
the first place. This scenario could arise if the type of work planned falls outside the
scope of activities that require licensing under local or state laws. Therefore, if no license
is needed for the work being performed, an applicant is free to undertake that work
immediately, bypassing the reapplication process altogether.  The other options generally
imply a waiting period or a requirement that may not be applicable if the work does not
require a license. Thus, recognizing that specific situations might not necessitate a
license altogether is crucial for understanding the nuances of contractor licensing
regulations.
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3. Which of the following is an illegal act for contractors?
A. Providing free estimates
B. Informing customers of delays
C. Engaging in fraud
D. Offering warranties

Engaging in fraud is an illegal act for contractors because it involves deceptive practices
intended to secure an unfair or unlawful gain. This could include falsifying information,
misrepresenting services, or inflating costs to deceive clients. Such actions not only
violate ethical standards but also breach legal regulations and can result in severe
penalties, including loss of licensure, fines, and criminal charges.  In contrast, providing
free estimates, informing customers of delays, and offering warranties are all lawful
activities that contribute to transparent and responsible business practices. Free
estimates allow contractors to provide potential clients with an understanding of costs,
informing customers of delays maintains open communication and builds trust, and
offering warranties can enhance customer satisfaction and provide assurance of quality
work. None of these activities constitute illegal or unethical behavior in the contracting
industry.

4. How is annual company overhead typically calculated?
A. By dividing total costs by number of employees
B. As a percentage of annual gross revenue
C. By aggregating monthly expenses
D. Based on project estimates from the last year

Calculating annual company overhead as a percentage of annual gross revenue is a
widely accepted method for understanding the financial health of a business. This
approach allows companies to relate their overhead costs directly to their income,
providing insight into how efficiently they are operating.   By using a percentage of gross
revenue, businesses can easily adjust their overhead calculations as their revenue
changes. This method helps in forecasting and planning, enabling contractors to
determine how much they can spend on overhead while still remaining profitable. It
provides a clearer picture of the relationship between revenue generation and
operational costs, making it a strategic tool for managing finances in the contracting
industry.  In contrast to other methods, such as simply aggregating monthly expenses or
dividing total costs by the number of employees, assessing overhead as a percentage of
gross revenue gives a more dynamic view that aligns costs with income fluctuations. This
allows for better resource allocation and financial planning in the long term.
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5. True or False: A salesperson cannot represent multiple
contractors simultaneously.
A. True
B. False
C. Only if contracts allow
D. Depends on the contractor's terms

The assertion that a salesperson cannot represent multiple contractors simultaneously is
indeed true in many contexts, especially when it pertains to ethical standards and
contractual agreements within the construction industry. The primary reason for this lies
in the potential for conflicts of interest. If a salesperson is representing more than one
contractor at the same time, they may encounter situations where the interests of those
contractors may not align, which could undermine their ability to fairly and effectively
advocate for any single contractor's interests.  Additionally, many states have regulations
or licensing requirements that stipulate how sales representatives must operate, often
emphasizing the importance of clarity in representation to avoid misrepresentation or
deceptive practices. Therefore, representing multiple contractors could lead to
misunderstandings with clients or competing interests which could violate these
regulations.  Furthermore, contracts between contractors and salespersons may explicitly
state limitations on representation, reinforcing the principle that selling for multiple
entities can compromise integrity and trust in the business relationship. This reinforces
the notion that a salesperson should ideally operate within a framework that ensures
loyalty and dedicated focus to one contractor at a time to prevent any potential ethical
dilemmas or breaches of contract.  In summary, due to ethical considerations, potential
for conflicts of interest, and the possibility of regulatory implications, the statement that
a salesperson cannot represent multiple contractors simultaneously is accurate.

6. Is it legal for an employer to require drug testing for a
legitimate business purpose?
A. Yes
B. No
C. Only for safety-sensitive positions
D. Only with employee consent

Employers generally have the legal right to require drug testing for legitimate business
purposes. This can be to ensure a safe work environment, maintain productivity, and
comply with industry regulations. The legality of conducting such tests often depends on
the specific laws and regulations in the jurisdiction as well as the policies established by
the employer.  For instance, businesses in safety-sensitive industries, such as
transportation or construction, may have additional requirements and regulations that
necessitate drug testing to minimize risks associated with impaired performance.
Furthermore, establishing clear policies regarding drug testing can protect the employer
from potential legal issues arising from the practice, provided these policies are enforced
consistently and fairly.  While employee consent can be an important aspect of
implementing drug testing policies, it is not a universal requirement for all employers.
This is because in many contexts, especially in the private sector, drug testing can be a
condition of employment, making it a legal practice without explicit consent. Therefore,
requiring drug testing for a legitimate business purpose aligns with legal standards when
done transparently and with a clear rationale.
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7. How should advertising be structured?
A. To confuse potential customers
B. To avoid misrepresentation
C. To highlight only the lowest prices
D. To include false endorsements

Advertising should be structured to avoid misrepresentation in order to maintain ethical
standards and legal compliance. This approach protects both the business and the
consumer by ensuring that claims made in advertisements are truthful and not deceptive.
Misrepresentation can lead to consumer distrust, legal repercussions, and damage to a
company's reputation.   Effective advertising is not about misleading customers with
exaggerated claims or false endorsements, nor should it solely focus on the lowest prices
at the expense of quality or service. By prioritizing honesty and clarity in advertising,
businesses attract customers through a foundation of trust and integrity, ultimately
fostering long-term relationships and repeat business. This practice not only builds
brand loyalty but also aligns with legal regulations governing advertising and consumer
protection.

8. True or False: An applicant for licensure must have 2 years
of trade experience or comparable educational training.
A. True
B. False
C. Depends on the situation
D. Only for certain trades

An applicant for licensure must indeed demonstrate a certain level of competence in the
field through two years of trade experience or by having equivalent educational training.
This requirement ensures that the individual possesses adequate practical knowledge
and skills necessary for performing contracting work safely and effectively. By ensuring
these prerequisites are met, the licensing authority can maintain professional standards,
protect consumers, and enhance the reputation of the construction industry.  In this
context, working for at least two years in a relevant trade allows the applicant to learn
the intricacies of the profession, which cannot be fully achieved through education alone.
While educational training can provide important theoretical knowledge, hands-on
experience is crucial for understanding real-world applications and challenges
encountered in the field. Thus, this requirement serves as a foundational step to ensure
licensed contractors are adequately prepared to meet the demands of their work.
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9. What happens if a customer fails to provide the required
cancellation notice to the seller?
A. The cancellation is void
B. The seller must refund the transaction
C. The customer loses the right to cancel
D. All protocols remain the same

When a customer fails to provide the required cancellation notice to the seller, they lose
the right to cancel the transaction. This typically means that the cancellation is no longer
effective, and the seller is not obligated to accept any cancellation request after the
stipulated notice period has passed.   In many agreements, there is a specific
requirement for how and when a customer must notify the seller in order to successfully
cancel a transaction. If the customer does not adhere to these requirements, the seller
can proceed with fulfilling the contract, and the customer may forfeit any rights they
would have had if they had followed the proper procedures.  Understanding this concept
is crucial for both customers and sellers to ensure that all parties are aware of their
rights and obligations, as well as the potential consequences of failing to comply with the
terms of the cancellation notice. This scenario underscores the importance of clear
communication and adherence to agreed-upon processes in contractual relationships.

10. What does a county or municipality in Maryland have the
authority to regulate regarding home improvement?
A. Quality and performance
B. Only pricing
C. Type of materials used
D. Location of work

A county or municipality in Maryland has the authority to regulate quality and
performance related to home improvement projects. This encompasses ensuring that
work meets the required construction standards, safety codes, and local building
regulations. By regulating quality and performance, local authorities aim to protect
public health and safety, ensure stability and durability in construction, and maintain
overall community standards.  Rules may specify contractor qualifications, workmanship,
adherence to approved designs, and compliance with building codes. This comprehensive
oversight helps ensure that home improvements are not only aesthetically pleasing but
also structurally sound and compliant with local regulations. While many other aspects of
home improvement may be subject to market forces or personal choice, the importance
of quality and performance regulation by local authorities cannot be overstated as it
directly impacts the safety and viability of home improvement work.
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