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Abstract: This study has been undertaken to investigate the determinants of stock returns in Karachi Stock
Exchange (KSE) using two assets pricing models the classical Capital Asset Pricing Model and Arbitrage
Pricing Theory model. To test the CAPM market return is used, and macroeconomic variables are used to test
the APT. The macroeconomic variables include inflation, oil prices, interest rate and exchange rate. For the
very purpose monthly time series data has been arranged from Jan 2010 to Dec 2014. The analytical
framework contains.

Index Terms — Bajaj Finance, Statutory Audit, Internal Control, ICAI, RBI
1. Introduction

In modern finance, companies use internal controls — formal policies and processes — to ensure their
financial information is accurate and secure. These controls help safeguard assets, prevent errors or fraud, and
maintain trust in financial reporting. Statutory audits are official, legally mandated examinations of a
company’s financial statements by independent auditors. Auditors rely on internal controls to decide how
much they can trust the records before forming their opinion. Bajaj Finance, a large non-banking financial
company in India, has seen rapid growth, making effective controls especially important.

1.1 Background

e Bajaj Finance Limited (BFL) is a non-banking financial company (NBFC) headquartered in Pune,
Maharashtra.

e Itis a subsidiary of Bajaj Finserv Ltd., which itself is part of the Bajaj Group, one of India’s oldest
and most respected business conglomerates.

e Originally incorporated as Bajaj Auto Finance Ltd. in 1987, it was renamed Bajaj Finance in 2010 to
reflect a broader focus beyond auto financing.

e BFL is regulated by the Reserve Bank of India (RBI) as a deposit-taking NBFC.

1.2 Industry Overview

e The Indian NBFC sector plays a key role in delivering credit to the unbanked and underbanked
segments.

e NBFCs like Bajaj Finance operate in a highly competitive and regulated environment, facing
competition from banks, FinTech's, and other NBFCs.

e Key growth drivers in the industry include rising digital adoption, underserved rural markets, and
increased consumer demand for credit.
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e Challenges include interest rate risks, regulatory tightening, and borrower creditworthiness.

1.3 Company Overview

Bajaj Finance offers consumer finance, SME finance, commercial lending, and deposits.

It is known for its point-of-sale financing model, especially for electronics and appliances.

Operates through a widespread digital and physical network with strong presence across India.

The company has consistently shown strong financial performance, with high asset quality and a
robust loan book.

e It is one of the most digitally advanced NBFCs, investing heavily in tech for customer experience,
analytics, and risk management.

2. Research Methodology

This study uses a qualitative approach centered on Bajaj Finance Limited. The goal is to understand in depth
how the company’s internal control systems operate and support the statutory audit process. Below are the
main parts of our methodology:

2.1 Research Design

* Case Study Method: A comprehensive case study of Bajaj Finance has been undertaken to gain insights
into its internal control processes.

» Comparative Analysis: The strategies of Bajaj Finance are contrasted with those of other NBFCs to
emphasize its distinctive features.

2.2 Data Collection

We gathered secondary data from these key sources:

Annual Reports of Bajaj Finance — for details on control frameworks, Audit Committee notes, and financial
outcomes.

Statutory Audit Reports — to review auditors’ opinions, audit scope, and how much they rely on internal
checks.

Regulatory Publications (RBI, ICAI) — to clarify the rules and standards governing audits and controls.
Academic Journals & Industry Reports — to compare theory and practice in financial-sector controls and
audits.

3. Analysis
We applied thematic analysis, which means reading through our documents, coding recurring ideas
(themes), and organizing them into meaningful patterns.

e Themes focused on control effectiveness, structure, compliance with standards, and audit relevance.

e We also used SWOT Analysis.

e Review and summarize the internal control measures described in Bajaj Finance’s annual and audit
reports.

e Identify the types of internal controls (preventive, detective, corrective) implemented by Bajaj
Finance.

e Analyze how these controls support the accuracy and reliability of financial reporting.

e Compare Bajaj Finance’s internal control practices with standard auditing frameworks (e.g., COSO
framework).

e Evaluate the effectiveness of internal controls in minimizing risks and fraud as reported in secondary
sources.

4. Conclusion

In conclusion, internal controls play a pivotal role in ensuring the accuracy, reliability, and compliance of
financial statements at Bajaj Finance. The company’s robust internal control systems, bolstered by
technology, risk management practices, and a strong internal audit function, have contributed significantly
to the success of the statutory audit process. Effective internal controls reduce audit risks, enhance audit
efficiency, and improve the quality of financial reporting.
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However, challenges such as regulatory changes, the complexity of financial products, and the integration of
new technologies require continuous attention. By addressing these challenges proactively and strengthening
coordination between internal and external auditors, Bajaj Finance can further improve the effectiveness of
its statutory audits.

The recommendations provided aim to optimize internal controls, enhance audit quality, and ensure the
continued financial health and regulatory compliance of Bajaj Finance. As the company continues to evolve
in a dynamic business environment, the ongoing enhancement of its internal control systems will be key to
maintaining stakeholder trust, operational efficiency, and compliance with legal and regulatory standards.
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