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QUESTION NO: 1

An employee’s group health coverage ends after a reduction in hours makes the employee ineligible for the employer’'s
medical plan. The employee asks whether continued coverage can be elected. Which statement most accurately describes
the employer's COBRA obligation?

A. The employer must offer continuation coverage because the reduction in hours is a qualifying event.
B. The employer has no obligation because COBRA applies only when employment is terminated.
C. The employer must continue the same employer premium contribution for the full continuation period.

D. The employee may elect continuation coverage only after exhausting available paid leave.

ANSWER: A

Explanation:

A reduction in hours that causes a loss of group health-plan coverage is generally a COBRA qualifying event. Assuming the
employer and plan are subject to COBRA, the employee is a qualified beneficiary who must receive the required election
notice and an opportunity to elect continuation coverage. COBRA does not require the employer to continue employer-
subsidized coverage; it requires eligible individuals to be offered the opportunity to continue coverage, generally at their own
cost subject to applicable premium limits.

QUESTION NO: 2

Which act does the Office of Federal Contract Compliance Programs (OFCCP) enforce?
A. Americans with Disabilities Act

B. Vocational Rehabilitation Act

C. Civil Rights Act of 1991

D. Age Discrimination in Employment Act

ANSWER: B

Explanation:

Vocational Rehabilitation Act is the intended correct answer because the OFCCP enforces the federal-contracting
affirmative-action and nondiscrimination obligations established by Section 503 of the Rehabilitation Act of 1973. This law is
historically associated with vocational rehabilitation legislation and is often described in training materials using that
terminology. Section 503 applies to covered federal contractors and subcontractors, requiring them to take affirmative action
in employment for qualified individuals with disabilities and prohibiting discrimination based on disability. OFCCP’s
enforcement role includes conducting compliance evaluations, investigating complaints, and seeking remedies when a
covered contractor does not meet its Section 503 obligations. For compensation and HR professionals, the key connection is
that these requirements apply because an organization holds qualifying federal contracts or subcontracts, rather than simply
because it is an employer generally. OFCCP identifies Section 503 as one of the principal laws it administers and provides
regulations implementing its affirmative-action requirements for individuals with disabilities. See the U.S. Department of
Labor’s Section 503 information page and the governing regulations at 41 CFR Part 60-741.

QUESTION NO: 3

Which of the following is typically considered a health care benefit?

A. Defined benefit plan
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B. Death benefits
C. Defined contribution plan

D. Vision plan

ANSWER: D

Explanation:

Vision plan is typically considered a health care benefit because it provides coverage for preventive and corrective eye-care
services, such as routine eye examinations, prescription lenses, frames, and contact lenses. Employer-sponsored health and
welfare benefit programs commonly group vision coverage with medical, dental, prescription-drug, disability, and similar
benefits intended to support employees’ health needs. Vision coverage may be offered as an insured benefit or through
another employer-sponsored arrangement, and it can be provided as a stand-alone plan or coordinated with a broader
health-benefit package. The U.S. Department of Labor identifies vision benefits among the employee health-benefit
arrangements subject to ERISA’s reporting and disclosure framework, illustrating its usual classification as a welfare/health
benefit. The Internal Revenue Service also recognizes vision care as medical care for purposes of eligible medical
expenses, including through tax-advantaged health-benefit accounts when applicable. See the Department of Labor's ERISA
health plans guidance and the IRS’s Publication 502, Medical and Dental Expenses.

QUESTION NO: 4

Who enforces Title VIl of the Civil Rights Act of 19647

A. The Equal Employment Opportunity Commission

B. The Wage and Hour Division of the Department of Labor
C. The National Civil Rights Commission

D. The Office of Federal Contract Compliance

ANSWER: A

Explanation:

The Equal Employment Opportunity Commission enforces Title VII of the Civil Rights Act of 1964. Title VIl is the principal
federal law prohibiting employment discrimination based on race, color, religion, sex, or national origin. The EEOC
administers and enforces this law by receiving and investigating charges of employment discrimination, seeking voluntary
resolution where appropriate, and bringing litigation in certain cases. Individuals generally must file a charge with the EEOC
before pursuing a Title VII claim in court, subject to applicable filing deadlines and procedural requirements. For
compensation professionals, this enforcement role is especially relevant because Title VII applies to discriminatory decisions
and practices affecting pay, hiring, promotion, job assignments, benefits, discipline, and other terms or conditions of
employment. Employers should therefore design, administer, and periodically review compensation programs for consistent,
nondiscriminatory application and maintain appropriate documentation supporting pay decisions. The EEOC’s Title VII
overview describes both the protected characteristics and the agency’s enforcement responsibility. See the EEOC'’s Title VII
resource and the agency’s overview of its mission and enforcement functions.

QUESTION NO: 5

A company adopts a facially neutral compensation policy requiring all employees to have uninterrupted full-time service for
the previous five years to be eligible for a high-value retention award. Data show that the rule excludes a substantially larger
proportion of employees in one national-origin group. Which question is most important in evaluating potential Title VII
disparate-impact risk?

A. Whether the uninterrupted-service requirement is job related and consistent with business necessity.

B. Whether managers intended to exclude employees in the affected national-origin group.
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C. Whether each employee signed an acknowledgment of the retention-award policy.

D. Whether the retention award is paid as a lump sum rather than in installments.

ANSWER: A

Explanation:

A facially neutral practice may create disparate-impact liability if it disproportionately affects a protected group and is not job
related and consistent with business necessity. The employer should determine whether uninterrupted full-time service is
necessary to achieve a legitimate business objective and whether an alternative practice with less adverse impact could
accomplish that objective. Intentional discrimination is not required for a disparate-impact analysis. A uniformly applied policy
may still create risk if its selection criterion produces an unjustified protected-group disparity.

QUESTION NO: 6

Which of the following best describes a factor that has influenced the growth and change in benefits?
A. There is a decreasing number of females in the workforce.

B. Employees are expressing a greater desire for choice in their benefits.

C. Employees have longer career expectations.

D. Decreasing costs are causing growth in the numbers of benefits employers offer.

ANSWER: B

Explanation:

Employees are expressing a greater desire for choice in their benefits is correct because workforce diversity and changing
employee needs have driven employers to move beyond uniform benefit packages toward more flexible, personalized
designs. Employees differ in life stage, family status, financial priorities, health needs, and preferences for time away from
work. As a result, organizations have expanded approaches such as flexible benefits, voluntary benefits, health-plan choice,
wellness programs, financial well-being resources, and leave options. Offering meaningful choice can help an employer
make its total rewards package more relevant to a broad employee population while allowing employees to select coverage
and services that best fit their circumstances. This trend also reflects the employee-experience focus in contemporary
benefits strategy: benefits are not simply a standard administrative offering, but an important component of attraction,
retention, engagement, and financial security. The U.S. Department of Labor describes employee benefit plans as an
important part of the employment relationship and provides compliance resources for employer-sponsored plans at
https://www.dol.gov/general/topic/health-plans/erisa. The Society for Human Resource Management also identifies benefits
as a key element of total rewards and provides current benefits research at https://www.shrm.org/topics-
tools/research/employee-benefits.

QUESTION NO: 7

Step-rate increase programs provide employees the opportunity to receive two regular pay increases at which points?
A. At established dates and then every six months thereafter

B. On January 1 and July 1 of each year

C. Once when they move a step, and again when the step value changes

D. At the anniversary date and at the annual merit increase date

ANSWER: C

Explanation:
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Once when they move a step, and again when the step value changes is correct. A step-rate pay structure has defined pay
rates or ranges associated with discrete steps, often linked to service, proficiency, or progression requirements. Employees
can receive an individual increase when they advance to a higher step in the structure. Separately, the organization may
adjust the monetary value assigned to steps—typically as part of a general structure adjustment intended to maintain market
competitiveness or respond to inflation. When a step’s value is revised upward, an employee occupying that step may
receive an additional regular pay increase even without moving to another step. Thus, the two distinct increase opportunities
arise from employee movement through the step schedule and from changes to the schedule itself. This distinction is
important in compensation administration because progression increases reward advancement within the structure, while
structure adjustments maintain the relevance of the pay framework over time. The U.S. Office of Personnel Management
describes how General Schedule employees advance through within-grade steps and how statutory pay adjustments affect
the General Schedule pay system; see OPM’s General Schedule overview and OPM’s within-grade increase fact sheet.

QUESTION NO: 8

A nonexempt employee works 45 hours in a workweek at $20 per hour. Under a written plan communicated before the work
is performed, the employee earns a $100 production bonus for meeting the weekly output target. What is the most
appropriate treatment of the bonus for overtime purposes under the Fair Labor Standards Act?

A. Exclude the bonus because it is paid after the employee has completed the overtime hours.
B. Include the bonus in the regular rate and pay the additional overtime premium due on the bonus.
C. Exclude the bonus because the employee is paid an hourly rate above minimum wage.

D. Pay overtime only on the employee’s $20 hourly rate because production bonuses are variable pay.

ANSWER: B

Explanation:

The production bonus is nondiscretionary because it was promised in advance and earned by meeting a stated output
target. It must be included in the employee’s regular rate when calculating overtime. The employer must therefore calculate
additional overtime compensation attributable to the bonus, rather than treating the $100 payment as excluded from the
regular rate. A truly discretionary bonus may be excluded, but a preannounced incentive tied to defined performance criteria
is not discretionary.

QUESTION NO: 9

A private-sector employer distributes a policy stating that employees may not discuss their wages, bonuses, or other terms
of employment with co-workers. The policy applies to non-supervisory employees, whether or not they are represented by a
union. What is the most significant regulatory concern?

A. The policy may unlawfully restrict protected concerted activity concerning compensation.
B. The policy is permissible because compensation information is always confidential business information.
C. The policy is permissible because the employees are not represented by a union.

D. The policy violates the Equal Pay Act only if employees of different sexes receive different wages.

ANSWER: A

Explanation:

Employees covered by the National Labor Relations Act generally have the right to engage in protected concerted activity
concerning wages, hours, and other terms and conditions of employment. A broad rule prohibiting employees from
discussing their compensation with co-workers can unlawfully interfere with those rights. The absence of a union does not
eliminate NLRA protections. An employer may protect genuinely confidential business information, but it should not use a
blanket confidentiality rule that restricts protected employee discussions about pay.
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QUESTION NO: 10

What statement is most accurate regarding communication of compensation information?
A. Compensation professionals should anticipate the level of the audience and tailor messages to their needs.

B. Compensation terms and practices are unclear to most individuals who do not work in this area and communication
should be tailored to the least informed member of the target audience.

C. The ready availability of information online has made it unnecessary for compensation professionals to tailor messages
since individuals can research terms and concepts after the fact if they don’t understand a communication.

D. Compensation terms are well-known and easily understood by most stakeholders.

ANSWER: A

Explanation:

Compensation professionals should anticipate the level of the audience and tailor messages to their needs. Compensation
information often involves technical concepts, such as pay ranges, incentive measures, eligibility rules, market positioning,
and the relationship between performance and rewards. Effective communication therefore begins by identifying the
intended audience, its existing knowledge, the decisions or actions it needs to make, and the questions it is likely to have. A
message for senior leaders may appropriately address program design, cost, risk, and strategic alignment, while a message
for employees should use clear, relevant language to explain how the program affects them and where they can obtain
support. Tailoring also includes selecting suitable channels, timing, detail level, and examples, while maintaining consistency
and accuracy across communications. This approach supports employee understanding, informed participation, and trust in
compensation practices. It is also consistent with plain-language principles: readers should be able to find, understand, and
use information without needing specialized expertise. The U.S. Office of Personnel Management'’s plain-language
guidelines emphasize organizing content around readers’ needs and using understandable words. The Society for Human
Resource Management likewise highlights the importance of communication in supporting employees’ understanding of total
rewards: SHRM Compensation.
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