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For a man who is scripting the 
largest and one of the most 
talked-about acquisition in the 
history of Indian IT industry, 
Mr Vineet Nayar, the CEO of 
HCL Technologies, appears 
relatively relaxed as he sits in 
his office a day after Banga­
lore-rival Infosys Technolo­
gies pulled out of the race for 
the UK consulting firm Axon 
Group. 

"Acquisition is an art," says 
Mr Nayar, whose company has 
decided to implement its £441-
million offer for Axon through 
a neat Scheme of Arrangement 
- the deal itself is to be com­
pleted by December-end, if all 
goes well. 

Not ruling out the possibility 
of a new suitor jumping into 
the fray, Mr Nayar says HCL 
still has a few aces up its 
sleeves, which will be revealed 
in the coming days. 

Business Line  caught up 
with Mr Nayar to chat about 
Axon, its price tag, and the fu­
ture strategy that would be 
critical in integrating the ac­
quisition into HCL's larger 
plans. 

GIVEN  ALL THE  MARKET 
SPECULATION THAT INFOSYS 
MAY SWEETEN  ITS OFFER FOR 
AXON, DID THEIR DECISION TO 
WITHDRAW FROM  THE RACE 
COME AS A SURPRISE TO YOU? 

We decided to pursue Axon 
in March and we approached 
them in July. So we were walk­

ing our own track. Our view 
was that it was a significant 
strategic fit for us, and a trans­
formational deal. Moreover, 
Axon management was hugely 
supportive of the HCL bid, and 
the cultural fit between the two 
companies was compelling. 
With these arguments, I will be 
surprised if for anyone else it 
would be viable to go on with it, 
unless they found significantly 
higher strategic fit than HCL. 
And therefore my view is that 
the pursuit goes on... It is still a 
pursuit and it is possible that 
someone with a larger strategic 
objective with higher win 
could ultimately do the deal. 
Till that time, we remain posi­
tive and will logically approach 
this. 

YOU STARTED THE PURSUIT 
OF AXON IN MARCH THIS  YEAR. 
DID INFOSYS' 600-PENCE-A-
SHARE OFFER LATE AUGUST 
TAKE  YOU BY SURPRISE? OR 
WERE YOU EXPECTING  IT? 

We were expecting it. I think 
by the time this deal is done and 
people understand all contours 
of the deal, they will under­
stand why it makes sense to be 
the second, third, fourth or 
even the last one... understand 
why it make sense to create a 
competitive differentiator us-
ingfunding, which gives you a 7 
to 8 per cent bidding advantage. 
By the time we finish this trans­
action, you will understand 
that acquisition is not merely 
about making a bid, and cer­
tainly not about making it first. 
It is about making the right bid, 
at the right cost and the right 
time forthe rightreasons. So far 
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you have seen only three as­
pects of our bid — the tirning, 
pricing and cost. There are 
some other contours that we 
will share in the coming days. 

COULD YOU ELABORATE  ON 
THESE OTHER CONTOURS? 

You will see it in the coming 
days. For instance, look at the 
cost of doing the bid. The in­
terest cost is just one element. 
There could be others. I believe 
Axon, as a pure play SAP 
player, is a very attractive com­
pany for anyone who can see it 
as an opportunity, and so it is 
essential for us to play it out 
completely. 

H C L  ANNOUNCED THAT  IT 
HAS TIED UP £400-MILLION 
LOAN TO  PART FUND THE DEAL 
COULD YOU TALK ABOUT  THE 
INTEREST COST FOR THE 
COMPANY? 

The interest cost for us is be­
tween 6.4 and 6.7 per cent, as 
Libor keeps varying. This is 
300-basis point over Libor. The 

300 basis point is all inclusive. 
WHAT  IS THE TENURE FOR 

REPAYMENT? 
Overall, we are hoping to 

switch this over into even a 
lower cost debt structure. Our 
purpose of doing the debt was 
to not only win the 3.5 per cent 
bid advantage — which goes 
away eventually once you have 
won the bid — but also to re­
duce the cost of the debt When 
we say 6.4 to 6.7 per cent, the 
interest cost could go up or 
down based on Libor, but the 
3.5 per cent differential with 
the treasury income will re­
main. Right now you are look­
ing at it from a differential point 
of view. After a while we will 
have to switch it and you will 
see it from an absolute cost 
point of view. 

I think there will be lot more 
attractive options available 
post-December-January. We 
have a lot of time. Lef s say we 
have taken the loan over a five-

year period, we have a lot of 
time to switch the loan into a 
lower cost loan, which is our 
purpose. 

COULD YOU ELABORATE  ON 
THAT? 

Lef s not set targets. In the 
competitive bid process we are 
in, it is wrong for me to share 
such information. All I am say­
ing; we are looking at a compet­
itive differentiation but thaf s 
not all, we have to look at it in 
absolutes also. Our attempt, go­
ing forward, will be to lower 
the cost of the debt further. 

WHAT ABOUT  THE POSSIBIL­
ITY OF  A THIRD  PLAYER COMING 
INTO  THE FRAY? 

Sure, there is a possibility. 
One will be foolish to discount 
such a possibility in an open ac­
quisition process. In theory, 
new players could walk in 
within 45 days from the day we 
post our scheme document. 

IS THERE A POSSIBILITY FOR 
AXON AND H C L  TO BILATERAL­
LY  WORK  THIS OUT TO CLOSE THE 
ACQUISITION QUICKLY, KEEP­
ING IN MIND THE 'STRATEGIC 
FIT'  BETWEEN THE 
COMPANIES? 

I will not comment on it. 
There are lots of possibilities. 
Acquisition is an art. It is not 
about a bull run where you 
make a bid and announce the 
acquisition and it is done. 
There are multiple permuta­
tions and combinations. We are 
at a very interestingstage in the 
acquisition process. I think the 
industry will be proud of the 
way we close it, if we emerge 
successful. 

IN CASE A NEW SUITOR JOINS 

THE RACE FOR AXON HOW FAR 
ARE YOU WILLING  TO GO IN 
YOUR PURSUIT? 

We have to play this by the 
ear. There is the whole issue of 
cost of acquisition, which con­
tinues to be open. I obviously 
cannot answer how much hea­
droom we have beyond the 
650-pence offer we have made. 

ON OCTOBER 8, H C L E A S 
ACQUIRED  3 .01 LAKH  SHARES 
OF AXON, WHICH  IS 0 . 4 7 PER 
CENT OF ITS CURRENT ISSUED 
SHARE CAPITAL. HOW DID  THAT 
COME ABOUT? 

I am allowed to do that. You 
should check the price at which 
we picked it up. My objective is 
to win. There are multiple ele­
ments at play here which I can­
not talk about. You win by 
turning more fixed elements 
into variable elements. No one 
thought cost of finance and 
time of the bid were variable 
elements - we opened two new 
variables. I believe that there 
are at least two more elements 
that we are playing on, as we 
speak. 

WHAT ARE YOUR PLANS FOR 
INVESTMENT AND EXPANSION 
OF AXON, IF YOU EMERGE  AS 
THE SUCCESSFUL BIDDER? 

In my view, acquisition is a 
responsibility, not a victory. 
We are clear that when we do 
an acquisition we are assuming 
an additional responsibility. 
Therefore, integration and 
what happens post-acquisition 
is far more critical that the act 
of acquisition itself, and that is 
the reason why at HCL we are 
not sending out mails congrat­
ulating each other on moving 

from one stage to another. We 
understand post-acquisition is 
where the real story starts. 

We have done intense due 
diligence and the reason we 
took longer than usual was be­
cause we answered question 
like what happens post acquisi­
tion, to IT, culture, people, 
structure, customers, business­
es - to all elements. 

There are three parts to our 
strategy. First, it will be very es­
sential for us to demonstrate 
early wins from cross-leverag­
ing customers. Secondly, it will 
be essential to go for integra­
tion of the two companies; and 
that is the reason I use the word 
merger and not acquisition. 
The third most critical aspect 
will be the long-term strategic 
direction, on how you make 
two plus two to be eight. 

The first two parts of the 
strategy are 0 to 12 months 
steps and the third is 12 to 48 
months. So the strategic intent 
will be the defining success of 
our future relationship. 

ONCE YOU CLINCH  AXON, IS 
THERE ANY PART OF THE WORK 
THAT  CAN MOVE OFFSHORE? 

Axon is into technology con­
sulting and implementation. 
None of this work can be done 
from offshore and that is the 
reason we want to merge this 
with our SAP practice, because 
the SAP practice does a large 
amount of work from offshore. 
So the combination of the 
front-end technology consult­
ing and implementation with 
the back-end operations will 
give full cycle support to our 
customers. 
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