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NFRA Circular on Effective Communication
Between Statutory Auditors and Those
Charged with Governance, Including Audit
Committees (‘the NFRA Gircular’)




Two-way communication framework

NFRA Circular urges the Boards of Directors to establish a comprehensive communication framework - to enhance the effectiveness and the

consistency of interactions between auditors and Those Charged with Governance (TCWG). This framework should clearly define:

The overarching objective and
governance structure

Designation of nodal persons from the Board and Audit
Engagement Team for audit related communications

(nodal persons of the Board may include Independent Directors
as well as Non-Independent Directors)

Defined expectations of two-way
communication from TCWG
(covering strategic decisions, fraud concerns,
management integrity, regulatory interactions,
internal controls, and governance matters)

Clear policies defining how auditors should update or escalate

matters to TCWG, including communication protocols with
nodal officers and subgroups, and documentation of TCWG’s
views and actions on key audit areas such as scope, timing,
risks, and internal controls

Escalation and update mechanisms for

communications involving nodal officers and
TCWG sub-groups g Brief outline of key Standards on Auditing
(SAs) such as SA 260 and SA 265", requiring

specific communications with TCWG

Meeting cadence and the expected agenda matters for Formal documentation and
meetings acknowledgment of all significant
communications, between the Auditor
and TCWG, through minutes or official

correspondence

1. SA 260 — Communication with Those Charged with Governance
SA 265 — Communicating Deficiencies in Internal Control to Those Charged with Governance and Management
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Keytakeaways
fromthe Gircular

Two-way communication between auditors and TCWG is mandatory and
must be robust, continuous, and well documented

The Audit Committee does not constitute TCWG by default — requires
evaluation / communication and agreement between the auditors and the
company

All major communications must be in writing, and oral discussions must
also be documented with date, time, and participants

Shift from end of audit communication to continuous engagement: At least
two structured and timely meetings per year, between auditors and TCWG are
expected — before the meeting that approves the financial statements

Auditors’ independence and safeguards must be transparently
communicated, including non-audit services and relationship
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Keytakeaways
fromthe Gircular

Board and Audit Committee retain full oversight responsibility. An audit
does not dilute their accountability for financial reporting quality. Boards must
adopt a formal, structured communication framework

Pre circulation of meeting / presentation material and early discussions
can help auditors and TCWG engage effectively
Governance bodies should strengthen their oversight culture. Independent

: Directors and Audit Committee members are expected to bring informed
challenge

/] The following matters should be discussed early and throughout the audit

cycle in writing:
- Audit strategy, scope, timing, materiality, and key risks

‘ - Internal control deficiencies and significant weaknesses

- Significant accounting estimates, judgements, unusual transactions, and
related party issues
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Thank you!

Feedback/queries can be sent to: aaupdate@kpmg.com
kpmg.com/in/en/home/social
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