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INTRODUCTION: WHY
TRUE/FALSE QUESTIONS ARE A
POWERFUL TOOL IN YOUR
ACCOUNTING STUDY GUIDE

Accounting  is  often  described  as  the
"language  of  business,"  but  mastering
that language can be a daunting task.
With its precise rules, layered concepts,
and constant need for attention to detail,
accounting demands study methods that
go beyond passive reading. One of the
most  effective—and  surprisingly
underutilized—tools  in  any  accounting
study  guide  is  the  true/false  question
format. While multiple-choice questions
get  most  of  the  attention,  true/false
questions offer a unique blend of speed,
clarity,  and  diagnostic  power.  When
integrated  into  a  comprehensive
accounting  study  guide,  true/false
questions help students quickly identify
gaps  in  understanding,  reinforce  core
principles,  and  build  the  confidence
needed  for  exams  and  real-world
application.
This  article  explores  how  to  leverage
true/false  questions  as  part  of  your
accounting study guide. We will examine
the  cognitive  benefits  of  this  format,
provide  strategies  for  creating  and
answering  true/false  items,  and  offer
sample questions that test foundational
accounting knowledge. Whether you are
a  col lege  student  prepar ing  for
intermediate  financial  accounting,  a
professional studying for the CPA exam,

or someone brushing up on bookkeeping
basics, a well-designed accounting study
guide  that  incorporates  true/false
questions can accelerate your  learning
and deepen your retention. Let us dive
into why this approach works and how
you can make it a cornerstone of your
study routine.

THE UNIQUE ADVANTAGES OF
TRUE/FALSE QUESTIONS IN
ACCOUNTING

Rapid Knowledge
Assessment
True/false  questions  are  concise.  Each
item presents  a  single  statement  that
must be evaluated as either correct or
incorrect.  This  structure  forces  you  to
make a quick, decisive judgment about a
specific  accounting  rule,  definition,  or
relationship.  Unlike  open-ended
quest ions  that  requi re  lengthy
explanations, a true/false item tests your
immediate  recall  and  comprehension.
When you incorporate a set of 20 to 30
true/false questions into your accounting
study guide, you can cover a wide range
of topics in just a few minutes. This rapid
assessment is  ideal  for  pre-test  warm-
ups,  post-chapter  reviews,  or  even  a
quick mental check before moving on to
more complex problems.
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Exposing
Misconceptions
One  of  the  greatest  challenges  in
accounting  is  unlearning  incorrect
assumptions.  Many  students  develop
faulty  mental  models—for  instance,
confusing  "accrual  basis"  with  "cash
basis," or misunderstanding how debits
and  credits  actually  work.  True/false
statements  are  crafted  with  subtle
nuances,  often  including  "tr ick"
statements that sound plausible but are
false.  When  you  answer  a  true/false
question  incorrectly,  the  error  is
immediately  highlighted.  This  instant
feedback  forces  you  to  confront  your
misconcept ion  head-on.  A  good
accounting  study  guide  will  not  only
provide the correct answer but also offer
a  brief  explanation.  Over  time,  this
process  systematically  eliminates
common  errors  and  strengthens  your
conceptual foundation.

Active Recall and
Spaced
Repetition
Cognitive  science  research  strongly
supports  the  benefits  of  active
recall—retrieving  information  from
memory  rather  than  re-reading  it.
True/false  questions  are  an  excellent
vehicle  for  active  recall  because  they
present  a  trigger  (the  statement)  and
d e m a n d  a  r e t r i e v a l  a t t e m p t .
Furthermore, you can easily incorporate
spaced repetition  into  your  accounting
study guide by periodically revisiting the
same  true/false  items.  As  you  move

through  your  syllabus,  true/false
questions from earlier chapters serve as
a quick refresher. This technique helps
transfer  knowledge  from  short-term
memory into long-term retention, which
is crucial for cumulative exams like the
CPA or CMA.

DESIGNING EFFECTIVE
TRUE/FALSE QUESTIONS FOR
YOUR ACCOUNTING STUDY GUIDE

Not all true/false questions are created
equal.  To  maximize  their  educational
value,  the  questions  must  be  well-
constructed  and  aligned  with  your
learning objectives. Below are guidelines
for  creating  or  selecting  high-quality
true/false items for an accounting study
guide.

Focus on One
Key Concept Per
Statement
A  common  mistake  i s  to  c reate
compound  statements  that  are  partly
true and partly false. For example: "The
accounting  equation  is  Assets  =
Liabilities  +  Equity,  and  the  normal
balance  of  an  expense  account  is  a
credit." This statement is false because
the  normal  balance  of  an  expense
account is a debit, not a credit. But the
first  part  is  true,  which  can  confuse
learners. Instead, isolate each concept. A
better  true/false  item  would  be:  "The
normal balance of an expense account is
a credit." (False) By testing one idea at a
time,  you  gain  precise  diagnostic
information about which specific rule the
student understands or misunderstands.
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Include Both
Clear Truths and
Plausible
Falsehoods
For  an  accounting  study  guide  to  be
challenging, the false statements should
not  be  obviously  wrong.  They  should
reflect  common  mistakes  or  subtle
misinterpretations.  For instance, a true
statement: "Under the accrual basis of
accounting,  revenue  is  recorded  when
earned,  not when cash is  received."  A
plausible  false  statement:  "Under  the
accrual  basis  of  accounting,  expenses
are recorded when cash is paid." Many
beginners  would  think  that  seems
reasonable  because  they  associate
expenses  with  cash  outflows.  This  type
of  plausible  falsehood  forces  deeper
thinking.

Cover a Broad
Range of Topics
A comprehensive accounting study guide
using  true/false  questions  should  span
the  full  spectrum  of  introductory
accounting  topics:

Accounting principles and
concepts (e.g., going concern,
matching principle, materiality)
The accounting cycle (journal
entries, ledger, trial balance,
adjustments)
Financial statements (balance
sheet, income statement,
statement of cash flows)
Specific account categories

(cash, receivables, inventory, fixed
assets, liabilities, equity)
Internal controls and ethics
Basic cost and managerial
accounting concepts

By  mixing  topics,  you  also  test  the
learner's  ability  to  switch  between
mental contexts—a skill essential for real
accounting work.

SAMPLE TRUE/FALSE QUESTIONS
FROM AN ACCOUNTING STUDY
GUIDE

To  illustrate  the  style  and  depth  of
effective questions, here are ten sample
true/false items that might appear in a
well-crafted accounting study guide. For
each, we provide the correct answer and
a brief rationale.

The accounting equation must1.
always remain in balance after
every transaction. True. Every
transaction affects at least two
accounts, and the equation assets
= liabilities + equity always holds.
Prepaid expenses are2.
classified as liabilities on the
balance sheet. False. Prepaid
expenses are assets because they
represent future economic benefits
already paid.
Under the double-entry3.
system, every debit must have
a corresponding credit of
equal amount. True. This is a
fundamental rule of double-entry
accounting.
Depreciation expense is a non-4.
cash expense that reduces net
income but does not affect
cash flow from operating
activities (indirect method).
True. Depreciation is added back
to net income in the operating
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activities section of the statement
of cash flows.
A company's fiscal year must5.
always end on December 31.
False. A fiscal year can end on any
date, though many companies
choose December 31.
Goodwill is an intangible asset6.
that is amortized over its
useful life. False. Under GAAP,
goodwill is not amortized but is
tested for impairment at least
annually.
The lower of cost or market7.
(LCM) rule applies to inventory
valuation. True. Inventory should
be reported at the lower of its
historical cost or current market
value.
A credit balance in the Cash8.
account indicates an overdraft,
which is a liability. True. Cash
normally has a debit balance; a
credit balance means the bank
account is negative, representing
a liability to the bank.
In a partnership, each partner9.
is personally liable for the
debts of the business. True.
General partners have unlimited
liability, though limited partners
may have protection.
The direct method of10.
preparing the statement of
cash flows is more commonly
used than the indirect method.
False. The indirect method is far
more common in practice,
although the direct method is also
allowed.

These  examples  show  how  true/false
quest ions  can  tes t  conceptua l
u n d e r s t a n d i n g ,  n o t  j u s t  r o t e
memorization.  Each  item  forces  the
learner  to  recall  a  specific  rule  or

principle  and  apply  it  critically.

HOW TO INTEGRATE TRUE/FALSE
QUESTIONS INTO YOUR OVERALL
ACCOUNTING STUDY GUIDE

A standalone list  of  true/false items is
useful,  but  the  true  power  emerges
when they are woven into a larger study
system. Here are practical strategies for
making true/false questions a productive
part of your accounting study guide.

Use Them as a
Pre-Chapter
Diagnostic
Before diving into a new chapter (e.g.,
accounts  receivable),  take  a  short
true/false quiz on that topic. This primes
your  brain  for  what  you  are  about  to
learn. Even if you get many wrong, the
exposure  creates  a  mental  framework
for  the  material.  After  studying  the
chapter,  retake  the  same  quiz  to
measure  improvement.

Create a Spaced
Review Deck
Using flashcards (physical or digital) with
true/false statements is an excellent way
to  implement  spaced  repetition.  Write
one  statement  per  flashcard.  On  the
back, include the correct answer and a
one-sentence  explanation.  Review  the
deck every few days, focusing more on
the cards you previously got wrong. Over
time, this builds rock-solid recall.
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Pair True/False
with Open-Ended

Questions
After  answering  a  true/false  item,
especially one you got wrong, challenge
yourself to explain why the statement is
true or false in your own words. Writing a
short  justification  deepens
understanding.  For  example,  if  you
answered false to a statement about the
normal balance of an expense account,
write:  "Expenses  have  a  normal  debit
balance because they decrease equity,
and debits increase expenses." This ties
the  rule  back  to  the  account ing
equation.

Simulate Exam
Conditions
Many  standardized  accounting  exams
include  true/false  or  multiple-choice
questions  that  require  quick  decision-
making. Set a timer and complete a set
of 30 true/false items within 15 minutes.
This  builds  speed  and  reduces  test
anxiety. After the timed session, review
every incorrect answer thoroughly. This
practice  is  especially  valuable  for
professional  certification  candidates.

COMMON PITFALLS TO AVOID
WHEN USING TRUE/FALSE IN
YOUR ACCOUNTING STUDY GUIDE

While true/false questions are powerful,
they are not foolproof. Be aware of these
traps to get the most out of your study
time.

Overconfidence from "easy"

true statements. Some
statements are so straightforward
that you may answer them
correctly without deep thought. To
counter this, periodically challenge
yourself to explain why the
statement is true, not just that it is
correct.
Guessing correctly by
probability. With only two
options, you have a 50% chance of
guessing right. Do not let a lucky
guess give you a false sense of
mastery. Mark questions you are
uncertain about, even if you
answered correctly, and review
them later.
Focusing only on false
statements. Learners often pay
more attention to questions they
got wrong. That is natural, but do
not neglect the correct ones.
Sometimes a true statement that
seems obvious can hide a subtle
nuance. Reinforce why it is correct.
Using outdated or non-
standard accounting rules.
Accounting standards evolve (e.g.,
changes in GAAP, IFRS
differences). Ensure your
accounting study guide and
true/false questions are up to date,
especially if you are preparing for
current exams.

CONCLUSION

True/false questions may seem simple,
but they are a surprisingly sophisticated
tool  for  mastering  accounting.  When
used as part of a structured accounting
study  guide,  they  provide  rapid
feedback,  expose  misconceptions,  and
promote  active  recall.  By  focusing  on
one  concept  per  statement,  including
plausible  falsehoods,  and  covering  a
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broad range of topics, you can build a
powerful  self-assessment  system.
Whether  you  are  a  student  slogging
through  your  first  principles  of
accounting  course  or  a  professional
sharpening your skills for the CPA exam,
integrating  well-designed  true/false
questions  into  your  study  routine  will

save time, boost confidence, and deepen
your understanding of  the language of
business. Start by compiling a set of 50
to 100 true/false items that  align with
y o u r  s y l l a b u s ,  a n d  u s e  t h e m
consistently. Your accounting knowledge
will become more precise, more durable,
and more exam-ready. Happy studying!


