
The National Financial Reporting Authority (NFRA) issued a circular dated 7 January 2026 
emphasising the need for effective, timely and well documented two way communication 
between statutory auditors and Those Charged with Governance (TCWG), including the 
Audit Committee.

 

Common concerns observed during NFRA investigations highlighted in the circular 
include:

1. Incorrect identification of TCWG

2. Failure to communicate matters to and obtain information 
from TCWG, that were necessary under Auditing Standards 
e.g. identified weaknesses in internal controls, issues in 
related party transactions etc

3. Incomplete communication and/or inadequate documentation 
of the two-way communication

Compliance to 
confidence

KPMG. Make the Difference.

Turning regulatory expectations 
into effective governance practices.

The circular highlights the expectations from Boards, Audit Committees and Senior 
Management to demonstrate active and effective oversight of the audit process. 

4. Lack of timely communication between auditors and TCWG.
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The circular sets clear expectations across the audit lifecycle, focused on six core areas:

What the NFRA circular requires

The circular goes beyond procedural compliance and places emphasis on substance 
over form. Organisations are expected to:.

Implications for Boards and Audit Committees

Actively engage with auditors on identification of TCWG

Ensure depth and quality of interactions and its documentation 

Allow sufficient time between auditor interactions and adoption of 
financial statements

Demonstrate informed oversight of key risks, estimates and judgements

Track regulatory inspection reports and audit quality themes on an 
ongoing basis.

© 2026 KPMG Assurance and Consulting Services LLP, an Indian Limited Liability Partnership and a member firm of the KPMG global organisation of independent 
member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Responsibility: The obligation of establishing a robust, effective two-way 
communication is the joint/collective responsibility of the Board of Directors, Audit 
Committee, Management and Auditors

Determination of TCWG: Upfront determination of TCWG under the applicable legal 
framework taking into account the authority of sub groups on matters communicated 
and adequacy of communicating of matters to the full Board, where required

Two way communication framework: The Board is expected to document 
communication framework covering objective and purpose, individuals responsible, 
scope, governance, cadence and documentation, with expectations aligned at the 
start of the audit cycle

Form and documentation: Communications to be issue specific and primarily in 
writing and acknowledged, with oral discussions comprehensively documented. 
Generic or boiler plate communications are not acceptable

Timeliness of engagement: At least two structured auditor–TCWG meetings annually, 
aligned where possible with Board or Audit Committee meetings, supported by clear 
protocols for issue driven ad hoc interactions

Matters to be covered: Audit planning and risks, significant findings and difficulties, 
critical accounting judgements and estimates, material internal control weaknesses, 
and auditor independence and ethical compliance.
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We support organisations in translating the NFRA circular requirements into a 
practical and regulator ready governance framework that stands the test of scrutiny.

Our support includes:

How we can help

1. We have a deep understanding of NFRA’s regulatory expectations

2. We have strong experience in board governance, audit committee 
effectiveness and regulatory interactions

3. We follow practical, implementation - oriented approach focused 
on substance, not just documentation

4. We have developed keen insights on Governance from                
extensive work through the Board Leadership Center (India).

Why KPMG in India

Outcome for your organisation

Current state 
assessment

Framework, policies 
and procedures

Integration into 
governance architecture

Stakeholder 
engagement

1. Clear and documented compliance with the NFRA circular

2. Robust and transparent engagement between auditors and TCWG

3. Enhanced Board confidence over the audit process and audit quality

4. Strengthen governance and financial reporting oversight

5. Meet regulatory and inspection expectations.
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KPMG in India contacts:

kpmg.com/in 

Ritesh Tiwari
Partner and National Head
Governance, Risk and Compliance Services
Lead - Board Leadership Center 
E: riteshtiwari@kpmg.com 

Vikash Somani
Partner 
Governance, Risk and Compliance Services
E: vsomani@kpmg.com

Ganesh Sampath
Senior Advisor 
Risk Advisory
E: sampathganesh@kpmg.com

Anurag Agarwal
Associate Partner 
Governance, Risk and Compliance Services
E: anuragagarwal10@kpmg.com

kpmg.com/in/socialmedia 

Follow us on:

Access our latest insights on 
KPMG Insights Edge

The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity. 
Although we endeavor to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is 
received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after 
a thorough examination of the particular situation.

KPMG Assurance and Consulting Services LLP, Lodha Excelus, Apollo Mills Compound, NM Joshi Marg, Mahalaxmi, Mumbai - 400 011 Phone: 
+91 22 3989 6000, Fax: +91 22 3983 6000.
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