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Title of Each Class of

Securities Offered
0.900% Notes due 2017
1.950% Notes due 2019
3.500% Notes due 2024
Total

CALCULATION OF REGISTRATION FEE

Amount
to be

Registered
$650,000,000
$650,000,000
$700,000,000

$2,000,000,000

(1) Calculated in accordance with Rule 457(r).
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Proposed

Maximum
Offering Price

per Note
99.861%
99.871%
99.648%

Filed Pursuant to Rule 424(b)(5)

Registration No. 333-183449

Maximum
Aggregate

Offering Price
$649,096,500
$649,161,500
$697,536,000
$1,995,794,000

Amount of
Registration Fee(1)
$83,603.63
$83,612.00
$89,842.64
$257,058.27
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Prospectus Supplement
(To Prospectus dated August 21, 2012)

$2,000,000,000

ILLINOIS TOOL WORKS INC.
$650,000,000 0.900% Notes due 2017
$650,000,000 1.950% Notes due 2019

$700,000,000 3.500% Notes due 2024

This is an offering by Illinois Tool Works Inc. of $650,000,000 aggregate principal amount of 0.900% notes due 2017
(the 2017 notes ), $650,000,000 aggregate principal amount of 1.950% notes due 2019 (the 2019 notes ), and
$700,000,000 aggregate principal amount of 3.500% notes due 2024 (the 2024 notes ). The 2017 notes, the 2019 notes
and the 2024 notes are collectively referred to as the notes.

Interest on the notes will be paid semi-annually in arrears on March 1 and September 1 of each year, beginning on
September 1, 2014. The 2017 notes will mature on February 25, 2017, the 2019 notes will mature on March 1, 2019
and the 2024 notes will mature on March 1, 2024. We may redeem the notes, at any time in whole or from time to
time in part, at the redemption prices described in this prospectus supplement under the caption Description of
Notes Optional Redemption.

The notes will be our unsecured senior debt obligations and will rank equally with all of our other unsecured senior
indebtedness from time to time outstanding. The notes will not be convertible or exchangeable.

We do not intend to apply for listing of the notes on any securities exchange. Currently, there is no public market for
the notes.

Investing in our notes involves risks that are described under _Risk Factors beginning on page S-6 of this
prospectus supplement.
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Per 2017 Note
Total for 2017 Notes
Per 2019 Note
Total for 2019 Notes
Per 2024 Note
Total for 2024 Notes

Total

Public offering Underwriting
price(1) discount
99.861% 0.250%
$ 649,096,500 $ 1,625,000
99.871% 0.350%
$ 649,161,500 $ 2,275,000
99.648% 0.450%
$ 697,536,000 $ 3,150,000

$ 1,995,794,000 $ 7,050,000

Proceeds, before
expenses, to us

99.611%
$ 647,471,500

99.521%
$ 646,886,500

99.198%

$ 694,386,000

$ 1,988,744,000

(1) Plus accrued interest, if any, from February 25, 2014, if settlement occurs after that date.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus supplement or the accompanying prospectus is
truthful or complete. Any representation to the contrary is a criminal offense.

We expect that delivery of the notes will be made to investors in book-entry form through the facilities of The
Depository Trust Company and its direct and indirect participants, including Clearstream Banking, société anonyme,
and Euroclear Bank, S.A./N.V., as operator of the Euroclear System, on or about February 25, 2014.

BofA Merrill Lynch

HSBC

Banca IMI
BMO Capital Markets
ING
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Joint Book-Running Managers

Citigroup Goldman, Sachs & Co.

Co-Managers

Mizuho Securities
Wells Fargo Securities

Barclays
COMMERZBANK
Loop Capital Markets
US Bancorp
Prospectus Supplement dated February 18, 2014

J.P. Morgan

SOCIETE GENERALE

BBVA
Danske Markets Inc.
nabSecurities, LLC
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You should rely only on the information contained or incorporated by reference in this prospectus supplement
and the accompanying prospectus. We have not, and the underwriters have not, authorized any other person to
provide you with different or additional information with respect to this offering. If any person provides you
with different or inconsistent information, you should not rely on it. We are not, and the underwriters are not,
making an offer to sell these securities in any jurisdiction where the offer or sale is not permitted. You should
only assume that the information contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus is accurate as of the date on the front of the respective document. Qur business,
properties, financial condition, results of operations and prospects may have changed since those dates.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two parts. The first part is this prospectus supplement, which contains the terms of this offering of
notes. The second part is the prospectus dated as of August 21, 2012, which was originally filed as part of our
Registration Statement on Form S-3.

This prospectus supplement may add to, update or change the information in the accompanying prospectus. If
information in this prospectus supplement is inconsistent with information in the accompanying prospectus, this
prospectus supplement will apply and will supersede that information in the accompanying prospectus.

It is important for you to read and consider all information contained or incorporated by reference in this prospectus
supplement and the accompanying prospectus in making your investment decision. You should also read and consider
the information in the documents to which we have referred you under Where You Can Find More Information in this
prospectus supplement.

You should rely only on the information contained or incorporated by reference in this prospectus supplement, in the
accompanying prospectus or in any free writing prospectus filed by us with the Securities and Exchange Commission
(the SEC ). We have not, and the underwriters have not, authorized anyone to provide you with different information.
Neither the delivery of this prospectus supplement and the accompanying prospectus, nor any sale made hereunder,
shall under any circumstances create any implication that there has been no change in our affairs since the date of this
prospectus supplement, or that the information contained or incorporated by reference in this prospectus supplement

or the accompanying prospectus is correct as of any time after the date of that information.

The distribution of this prospectus supplement and the accompanying prospectus and the offering of the notes in
certain jurisdictions may be restricted by law. This prospectus supplement and the accompanying prospectus do not
constitute an offer, or an invitation on behalf of us or the underwriters or any of them, to subscribe to or purchase any
of the notes, and may not be used for or in connection with an offer or solicitation by anyone, in any jurisdiction in
which such an offer or solicitation is not authorized or to any person to whom it is unlawful to make such an offer or
solicitation. See Underwriting.

In this prospectus supplement and the accompanying prospectus, unless otherwise stated, references to we, us, our
the Company refer to Illinois Tool Works Inc. and its subsidiaries.

Table of Contents 5
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FORWARD-LOOKING STATEMENTS

This prospectus supplement contains or incorporates by reference certain statements and information that are
forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended (the
Securities Act ), and Section 21E of the Securities Exchange Act of 1934, as amended (the Exchange Act ). These

statements may be identified by the use of words such as believe, expect, plans, intends, may, strategy, pros
estimate, project, target, anticipate, guidance, forecast, and other similar words, including, without limitation.

statements regarding the expected acquisition or disposition of businesses, economic conditions in various geographic

regions, the timing and amount of share repurchases, the Company s Enterprise Strategy and its ability to manage its

strategic business initiatives and the timing and amount of benefits therefrom, the adequacy of internally generated

funds and credit facilities, the ability to fund debt service obligations, the cost and availability of additional financing,

the intention to refinance debt obligations, the Company s portion of future benefit payments related to pension and

postretirement benefits, the availability of raw materials and energy, the expiration of any one of the Company s

patents, the cost of compliance with environmental regulations, the likelihood of future goodwill or intangible asset

impairment charges, the outcome of outstanding legal proceedings, the impact of adopting new accounting
pronouncements and the estimated timing and amount related to the resolution of tax matters. These statements are
subject to certain risks, uncertainties, and other factors, which could cause actual results to differ materially from
those anticipated. Important risks that may influence future results include (1) weakness or downturns in the markets
we serve, (2) changes or deterioration in international and domestic political and economic conditions, (3) disruptions
to our business as we implement our enterprise initiatives, (4) market conditions and availability of financing to fund
our planned repurchase of shares, (5) negative effects of divestitures, including EPS dilution and impairment charges,

(6) the risk of intentional acts of our employees, agents or business partners that violate anti-corruption and other

laws, (7) the unfavorable impact of foreign currency fluctuations, (8) potential negative impact of acquisitions on our

profitability and return on invested capital, (9) decreases in credit availability, (10) raw material price increases and
supply shortages, (11) an interruption in, or reduction in, introducing new products into our product lines,

(12) unfavorable tax law changes and tax authority rulings, (13) financial market risks to our obligations under our

defined benefit pension plans, and (14) potential adverse outcome in legal proceedings. The risks covered here are not

all inclusive and given these and other possible risks and uncertainties, investors should not place undue reliance on
forward-looking statements as a prediction of actual results.

These forward-looking statements are not guarantees of future performance and involve risks, assumptions and
uncertainties, known or unknown to us, including, but not limited to, those described in the section of this prospectus
supplement entitled Risk Factors appearing below and elsewhere in this prospectus supplement and in the documents
incorporated by reference in this prospectus supplement. Should one or more of these risks or uncertainties

materialize, or should underlying assumptions prove incorrect, actual results may vary materially from those indicated
or anticipated by such forward-looking statements. You are cautioned not to place undue reliance on these
forward-looking statements, which speak only as of the date they are made. Except to the extent required by law, we

do not undertake, and expressly disclaim, any duty or obligation to update publicly any forward-looking statement

after the date the statement is made, whether as a result of new information, future events, changes in assumptions or
otherwise.

WHERE YOU CAN FIND MORE INFORMATION

We file annual, quarterly and current reports, proxy statements and other information with the SEC. You may read and
copy any reports, statements or other information we file with the SEC at the SEC s public reference room at 100 F
Street, N.E., Washington, D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the public
reference room. Our filings also are available to the public on the Internet, through a database maintained by the SEC
at http://www.sec.gov. In addition, reports, proxy statements and other information concerning us may be inspected at
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Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5
the offices of the New York Stock Exchange, 20 Broad Street, New York, New York 10005.

S-iii

Table of Contents



Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

Table of Conten

We filed a registration statement on Form S-3 to register with the SEC the securities described in this prospectus
supplement and the accompanying prospectus. This prospectus supplement and the accompanying prospectus are part
of that registration statement. As permitted by SEC rules, this prospectus supplement and the accompanying
prospectus do not contain all the information contained in the registration statement or the exhibits to the registration
statement. You may refer to the registration statement and accompanying exhibits for more information about us and
our securities.

The SEC allows us to incorporate by reference into this document the information we file with the SEC. This means
that we can disclose important information to you by referring you to other documents that we identify as part of this
prospectus supplement and the accompanying prospectus. The information incorporated by reference is considered to
be part of this prospectus supplement and the accompanying prospectus.

We incorporate by reference the documents listed below:
1. Annual Report on Form 10-K for the fiscal year ended December 31, 2013; and

2. Current Reports on Form 8-K filed on February 12, 2014 and February 13, 2014 (other than documents or
information deemed to have been furnished and not filed in accordance with SEC rules).

We also incorporate by reference any future filings we make with the SEC under Sections 13(a), 13(c), 14 or 15(d) of

the Securities Exchange Act of 1934, as amended (the Exchange Act ) (other than documents or information deemed to
have been furnished and not filed in accordance with SEC rules), on or after the date of this prospectus supplement

until we have terminated the offering. Those documents will become a part of this prospectus supplement from the

date that the documents are filed with the SEC. Information that becomes a part of this prospectus supplement after

the date of this prospectus supplement will automatically update and may replace information in this prospectus
supplement, the accompanying prospectus and information previously filed with the SEC.

You may request a copy of any of these documents from us without charge, excluding certain exhibits to the
documents, by writing or telephoning us at the following address:

Maria C. Green, Secretary
Illinois Tool Works Inc.
3600 West Lake Avenue
Glenview, IL 60026
(847) 724-7500

Documents may also be available on our website at www.itw.com. We do not intend our website address to be an
active link and information contained on our website does not constitute a part of this prospectus supplement or the
accompanying prospectus (or any document incorporated by reference herein or therein), and you should not rely on
that information in making your investment decision unless that information is also in this prospectus supplement or

the accompanying prospectus or has been expressly incorporated by reference into this prospectus supplement or the
accompanying prospectus.
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SUMMARY
The Company

We are a global manufacturer of a diversified range of industrial products and equipment with operations in 56
countries.

We periodically make changes to our management reporting structure to better align our business with Company
objectives and operating strategies. Effective January 1, 2013, the Company made certain changes in how its
operations are reported to senior management in order to better align its portfolio of businesses with its
enterprise-wide portfolio management initiative. As a result of this reorganization, the Company s operations are
internally reported as 28 operating segments to senior management as of December 31, 2013, which have been
aggregated into the following seven external reportable segments: Automotive OEM; Test & Measurement and
Electronics; Food Equipment; Polymers & Fluids; Welding; Construction Products; and Specialty Products.

The significant changes that resulted from this reorganization included the following:

Certain businesses within the former Transportation segment, primarily related to the automotive aftermarket
business, are reported in the Polymers & Fluids segment and the Transportation segment has been renamed
Automotive OEM.

The Welding business, which was formerly reported in the Power Systems & Electronics segment, is
reported separately as the Welding segment.

The Electronics business, which was formerly reported in the Power Systems & Electronics segment, has
been combined with the Test & Measurement business, which was formerly reported in the All Other
segment, to form a new Test & Measurement and Electronics segment.

The All Other segment has been renamed Specialty Products.
The following is a description of the Company s seven reportable segments:
Automotive OEM: Businesses in this segment produce components and fasteners for automotive-related applications.

In the Automotive OEM segment, products and services include:

plastic and metal components, fasteners and assemblies for automobiles, light trucks, and other industrial
uses.
Test & Measurement and Electronics: Businesses in this segment produce equipment, consumables, and related
software for testing and measuring of materials and structures, as well as equipment and consumables used in the
production of electronic subassemblies and microelectronics.

Table of Contents 10
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In the Test & Measurement and Electronics segment, products include:

equipment, consumables, and related software for testing and measuring of materials, structures, gases and
fluids;

electronic assembly equipment and related consumable solder materials;

electronic components and component packaging;

static control equipment and consumables used for contamination control in clean room environments; and

pressure sensitive adhesives and components for telecommunications, electronics, medical and transportation
applications.

S-1
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Food Equipment: Businesses in this segment produce commercial food equipment and provide related service.

In the Food Equipment segment, products and services include:

warewashing equipment;

cooking equipment, including ovens, ranges and broilers;

refrigeration equipment, including refrigerators, freezers and prep tables;

food processing equipment, including slicers, mixers and scales;

kitchen exhaust, ventilation and pollution control systems; and

food equipment service, maintenance and repair.
Polymers & Fluids: Businesses in this segment produce adhesives, sealants, lubrication and cutting fluids, janitorial
and hygiene products, and fluids and polymers for auto aftermarket maintenance and appearance.

In the Polymers & Fluids segment, products include:

adhesives for industrial, construction and consumer purposes;

chemical fluids which clean or add lubrication to machines;

epoxy and resin-based coating products for industrial applications;

hand wipes and cleaners for industrial applications;

fluids, polymers and other supplies for auto aftermarket maintenance and appearance;

fillers and putties for auto body repair; and

polyester coatings and patch and repair products for the marine industry.

Table of Contents
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Welding: Businesses in this segment produce arc welding equipment, consumables and accessories for a wide array of
industrial and commercial applications.

In the Welding segment, products include:

arc welding equipment;

metal arc welding consumables and related accessories; and

metal jacketing and other insulation products.

Construction Products: Businesses in this segment produce construction fastening systems and truss products.

In the Construction Products segment, products include:

fasteners and related fastening tools for wood and metal applications;

anchors, fasteners and related tools for concrete applications;

metal plate truss components and related equipment and software; and

packaged hardware, fasteners, anchors and other products for retail.
Specialty Products: Diversified businesses in this segment produce beverage packaging equipment and consumables,
product coding and marking equipment and consumables, and appliance components and fasteners.

S-2
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In the Specialty Products segment, products include:

line integration, conveyor systems and line automation for the food and beverage industries;

plastic consumables that multi-pack cans and bottles and related equipment;

foil, film and related equipment used to decorate consumer products;

product coding and marking equipment and related consumables;

plastic and metal fasteners and components for appliances;

airport ground support equipment; and

components for medical devices.

Recent Development Entry Into Agreement to Sell Industrial Packaging Segment

In February 2013, we initiated a review process to explore strategic alternatives for our Industrial Packaging segment.
In September 2013, our Board of Directors authorized a plan to commence a sale process and we classified the
Industrial Packaging segment as held for sale beginning in the third quarter of 2013 and from that time no longer
presented this segment as part of our continuing operations. On February 6, 2014, we announced our entry into a
definitive agreement to sell the Industrial Packaging segment to The Carlyle Group for $3.2 billion. The transaction is
subject to regulatory approval and customary closing conditions, and is expected to close by mid-2014. We intend to
use proceeds from the sale to partially fund our plan to repurchase approximately 50 million shares of our common
stock by the end of 2014 in order to offset the EPS dilution associated with this divestiture.

S-3
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The Offering

The following is a brief summary of some of the terms of the notes. For a more complete description of the terms of
the notes see Description of Notes in this prospectus supplement and Description of Debt Securities in the
accompanying prospectus.

Issuer Ilinois Tool Works Inc.

Notes Offered $650,000,000 aggregate principal amount of 0.900% notes due 2017.

$650,000,000 aggregate principal amount of 1.950% notes due 2019.

$700,000,000 aggregate principal amount of 3.500% notes due 2024.

Maturity The 2017 notes will mature on February 25, 2017, the 2019 notes will
mature on March 1, 2019 and the 2024 notes will mature on March 1,
2024.

Interest Payment Dates Interest on the notes is payable semi-annually in arrears on March 1 and

September 1 of each year, beginning on September 1, 2014.

Ranking The notes will be unsecured and rank equally with all of our other
unsecured and unsubordinated indebtedness from time to time
outstanding.

Use of Proceeds We estimate that the net proceeds from the offering, after deducting the

underwriters discount and estimated offering expenses payable by us,
will be approximately $1,986.4 million. We intend to use these proceeds
to repay short-term indebtedness we have incurred under our commercial
paper program and for general corporate purposes.

Optional Redemption We may redeem the notes, at any time in whole or from time to time in
part, at the redemption prices described in this prospectus supplement.
See Description of Notes Optional Redemption.

Certain Covenants The indenture for the notes limits our ability to, among other things,
engage in mergers, consolidations or similar transactions, create liens and

Table of Contents 15
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engage in sale and leaseback transactions. See Description of Notes
Covenants.

We may from time to time, without the consent of the holders of the
notes, issue additional notes with the same terms and conditions and with
the same CUSIP number as the notes of that series so that the additional
notes will be consolidated and form a single series with the previously
outstanding notes of the applicable series. See Description of Notes
General.

The notes will be issued in book-entry form and will be represented by
global securities deposited with, or on behalf of, The Depository Trust
Company ( DTC ) and registered in the name of Cede & Co., DTC s
nominee. See Description of Notes Book-Entry System.

Beneficial interests in the notes will be shown on, and transfers will be
effected only through, records maintained by DTC or its nominee

S-4
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Trustee

Risk Factors
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and its direct and indirect participants, including the depositaries for
Clearstream Banking, société anonyme, and Euroclear Bank, S.A./N.V_;
and these interests may not be exchanged for certificated notes, except in
limited circumstances.

The Bank of New York Mellon Trust Company, N.A.

See Risk Factors included in this prospectus supplement for a discussion
of risks you should carefully consider before deciding to invest in the
notes.

S-5
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RISK FACTORS

Investing in the notes involves a high degree of risk. You should carefully consider the risks described below and
other information contained in this prospectus supplement, the accompanying prospectus and the documents
incorporated by reference into this prospectus supplement before investing in the notes. The risks described below are
not the only ones facing our company. Additional risks not presently known to us or that we currently consider less
significant may also impair our business operations. Our business, financial condition, or results of operations could
be materially adversely affected by any of these risks.

This prospectus supplement and the accompanying prospectus also contain or incorporate by reference
forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from those
anticipated in such forward-looking statements as a result of certain factors, including the risks faced by us described
below and elsewhere in this prospectus supplement and the accompanying prospectus. See Forward-Looking
Statements.

Risks Related to Our Business

For a discussion of risks related to our business and operations, please see Item 1A. Risk Factors and Item 7.
Management s Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on
Form 10-K for our fiscal year ended December 31, 2013, which are incorporated by reference in this prospectus
supplement, as well as similar disclosures contained in our filings with the SEC subsequent to the date of this
prospectus supplement.

Risks Related to the Offering
The notes are subject to prior claims of any of our secured creditors.

The notes are our unsecured general obligations, ranking equally with other unsecured and unsubordinated debt but
below any secured debt to the extent of the value of the assets constituting the security. The indenture governing the
notes permits us and our subsidiaries to incur secured debt under specified circumstances. If we incur any debt secured
by our assets or assets of our subsidiaries, these assets will be subject to the prior claims of our secured creditors.

In the event of a bankruptcy, liquidation, dissolution, reorganization or similar proceeding, our pledged assets would
be available to satisfy obligations of the secured debt before any payment could be made on the notes. To the extent

that such assets cannot satisfy in full our secured debt, the holders of such debt would have a claim for any shortfall

that would rank equally in right of payment with the notes. In that case, we may not have sufficient assets remaining
to pay amounts due on any or all of the notes.

The notes are effectively subordinated to the existing and future liabilities of our subsidiaries.

Our equity interest in our subsidiaries is subordinate to any debt and other liabilities and commitments of our
subsidiaries to the extent of the value of the assets of such subsidiaries, whether or not secured. The notes will not be
guaranteed by our subsidiaries and we may not have direct access to the assets of our subsidiaries unless these assets
are transferred to us by dividend or otherwise. The ability of our subsidiaries to pay dividends or otherwise transfer
assets to us is subject to various restrictions under applicable law. Our right to receive assets of any of our subsidiaries
upon their bankruptcy, liquidation or reorganization, and therefore the right of the holders of the notes to participate in
those assets, will be effectively subordinated to the claims of that subsidiary s creditors. In addition, even if we are a
creditor of any of our subsidiaries, our right as a creditor would be subordinate to any security interest in the assets of
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our subsidiaries and any debt of our subsidiaries senior to that held by us.

S-6

Table of Contents

19



Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

Table of Conten
Credit ratings of the notes may change and affect the market price and marketability of the notes.

Credit ratings are limited in scope, and do not address all material risks relating to an investment in the notes, but
rather reflect only the view of each rating agency at the time the rating is issued. An explanation of the significance of
such rating may be obtained from such rating agency. There can be no assurance that such credit ratings will remain in
effect for any given period of time or that a rating will not be lowered, suspended or withdrawn entirely by the
applicable rating agencies, if, in such rating agency s judgment, circumstances so warrant. Agency credit ratings are
not a recommendation to buy, sell or hold any security. Actual or anticipated changes or downgrades in our credit
ratings, including any announcement that our ratings are under further review for a downgrade, could affect the
market price or marketability of the notes and increase our corporate borrowing costs.

The indenture does not restrict the amount of additional debt that we may incur.

The notes and indenture pursuant to which the notes will be issued do not place any limitation on the amount of
unsecured debt that we or our subsidiaries may incur. Our incurrence of additional debt may have important
consequences for you as a holder of the notes, including making it more difficult for us to satisfy our obligations with
respect to the notes, a loss in the trading value of your notes, if any, and a risk that the credit rating of the notes is
lowered or withdrawn.

An active trading market may not develop for the notes.

The notes are a new issue of securities with no established trading market. We do not intend to apply for listing of the
notes on a national securities exchange. Certain of the underwriters have advised us that they presently intend to make
a market in the notes as permitted by applicable law. However, the underwriters are not obligated to make a market in
the notes and may cease their market-making activities at any time at their discretion without notice. In addition, the
liquidity of the trading market in the notes and the market price quoted for the notes may be adversely affected by
changes in the overall market for securities and by changes in the financial performance or prospects of our company
or companies in our industry. As a result, no assurance can be given (i) that an active trading market will develop or
be maintained for the notes, (ii) as to the liquidity of any market that does develop or (iii) as to your ability to sell any
notes you may own or the price at which you may be able to sell your notes.

If trading markets do develop, changes in our ratings or the financial markets could adversely affect the market
prices of the notes.

The market prices of the notes will depend on many factors, including, among others, the following:

ratings on our debt securities assigned by rating agencies;

the prevailing interest rates being paid by other companies similar to us;

our results of operations, financial condition and prospects; and

the condition of the financial markets.
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The condition of the financial markets and prevailing interest rates have fluctuated in the past and are likely to
fluctuate in the future, which could have an adverse effect on the market prices of the notes.
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USE OF PROCEEDS

The net proceeds to us from the sale of the notes will be approximately $1,986.4 million (after deducting the
underwriting discount and our offering expenses). We intend to use the net proceeds from the sale of the notes to
repay short-term indebtedness we have incurred under our commercial paper program and for general corporate
purposes. The amount outstanding under our commercial paper program as of February 12, 2014, was approximately
$2.1 billion, at a weighted average interest rate of 0.2% per year, which rate is subject to change over time. Pending
application of the proceeds of sale of the notes, we intend to invest such proceeds in short-term investments.

RATIO OF EARNINGS TO FIXED CHARGES

Our consolidated ratio of earnings to fixed charges for each of the last five fiscal years is set forth below. You should
read this table in conjunction with the consolidated financial statements and related notes to financial statements
incorporated by reference in this prospectus. See  Where You Can Find More Information in this prospectus
supplement.

For the purpose of computing these ratios, earnings consists of income from continuing operations before income

taxes and equity method earnings plus fixed charges and dividends of unconsolidated affiliates. Fixed charges consists
of interest expense (which includes amortization of debt issuance costs) and an estimate of the interest within rental
expense. The ratio was calculated by dividing the sum of the fixed charges into the sum of earnings. Interest related to
income tax matters is included in income taxes in the consolidated statement of income and is excluded from the
computation of fixed charges.

Pro Forma For the Years Ended December 31,
2013 2013 2012 2011 2010 2009
Ratio of earnings to fixed charges(1) 8.0x 93x 134x 103x 9.3x 6.1x

(1) Certain reclassifications of prior years data have been made to conform to current year reporting, including
discontinued operations. In addition, we divested a 51% majority interest in our Decorative Surfaces segment on
October 31, 2012, which, due to our continuing involvement through our remaining 49% interest, is presented in
continuing operations prior to October 31, 2012. See Selected Consolidated Financial Data for more detail
regarding discontinued operations and the Decorative Surfaces transaction.

S-8
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SELECTED CONSOLIDATED FINANCIAL DATA

The following table presents our selected consolidated financial data for the periods indicated. The consolidated
statement of income and dividends declared data for each of the years in the three-year period ended December 31,
2013 and the consolidated statement of financial position data as of December 31, 2013 and 2012 have been derived
from our audited consolidated financial statements appearing in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2013, which is incorporated by reference in this prospectus supplement. The consolidated
statement of income data for the years ended December 31, 2010 and 2009 have been derived from our unaudited
consolidated financial statements not included or incorporated by reference in this prospectus supplement or the
accompanying prospectus. The consolidated statement of financial position data as of December 31, 2011, 2010 and
2009 and cash dividends declared data for each of the years in the two-year period ended December 31, 2010 have
been derived from our audited consolidated financial statements not included or incorporated by reference in this
prospectus supplement or the accompanying prospectus.

The selected historical consolidated financial data presented below should be read in conjunction with our audited
consolidated financial statements and related notes to financial statements in Item 8. Financial Statements and
Supplementary Data, as well as Management s Discussion and Analysis of Financial Condition and Results of
Operations in our Annual Report on Form 10-K for the year ended December 31, 2013, which is incorporated by
reference in this prospectus supplement and the accompanying prospectus. Our audited and unaudited consolidated
financial information may not be indicative of our future performance.

For the Years Ended December 31,

In millions (except per share amounts) 2013 2012 2011 2010 2009
Operating revenues $14,135 $14,791 $14,515 $12,265 $11,216
Income from continuing operations 1,630 2,233 1,775 1,258 889
Income per share from continuing operations:

Basic 3.65 4.75 3.61 2.51 1.78
Diluted 3.63 4.72 3.59 2.50 1.77
Total assets at year-end 19,966 19,309 17,984 16,412 15,811
Long-term debt at year-end 2,793 4,589 3,488 2,542 2,861
Cash dividends declared per common share 1.60 1.48 1.40 1.30 1.24

Certain reclassifications of prior years data have been made to conform to current year reporting, including
discontinued operations as discussed below.

We periodically review our operations for businesses that may no longer be aligned with our enterprise initiatives and
long-term objectives. As a result, we may commit to a plan to exit or dispose of certain businesses and present them as
discontinued operations. For businesses reported as discontinued operations in the statement of income, all related
prior period income statement information has been restated to conform to the current year reporting of these
businesses. Income from discontinued operations was $49 million, $637 million, $296 million, $245 million, and $84
million in the years 2013, 2012, 2011, 2010 and 2009, respectively.

On October 31, 2012, we divested a 51% majority interest in our Decorative Surfaces segment. Accordingly, we
ceased consolidating the results of our Decorative Surfaces segment as of October 31, 2012 and now report our 49%
ownership interest using the equity method of accounting. Due to our continuing involvement through our 49%
interest, the historical operating results of Decorative Surfaces are presented in continuing operations. Effective
November 1, 2012, Decorative Surfaces is no longer a reportable segment of the Company. See the Divestiture of
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Majority Interest in Former Decorative Surfaces Segment note in Item 8. Financial Statements and Supplementary
Data of our Annual Report on Form 10-K for the year ended December 31, 2013, which is incorporated by reference
in this prospectus supplement, for further discussion of this transaction.

In February 2013, we initiated a review process to explore strategic alternatives for our Industrial Packaging segment.
In September 2013, our Board of Directors authorized a plan to commence a sale process and we

S-9
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classified the Industrial Packaging segment as held for sale beginning in the third quarter of 2013 and from that time
no longer presented this segment as part of our continuing operations. On February 6, 2014, we announced our entry
into a definitive agreement to sell the Industrial Packaging segment to The Carlyle Group for $3.2 billion. The

transaction is subject to regulatory approval and customary closing conditions, and is expected to close by mid-2014.

In the third quarter of 2013, we also committed to plans for the divestiture of a construction distribution business
previously included in the Construction Products segment and a specialty coatings business previously included in the
Polymers & Fluids segment. The construction distribution and specialty coatings businesses were classified as held for
sale beginning in the third quarter of 2013.

In the first quarter of 2013, we committed to plans for the divestiture of two transportation related businesses and a
machine components business previously included in the Specialty Products segment, two construction distribution
businesses previously included in the Construction Products segment, and a chemical manufacturing business
previously included in the Polymers & Fluids segment. These businesses were classified as held for sale beginning in
the first quarter of 2013.

These held for sale businesses discussed above, as well as certain previously divested businesses, are reported as
discontinued operations in the statement of income. All related prior period income statement information has been
restated to conform to the current year reporting of these businesses. Refer to the Discontinued Operations note in

Item 8. Financial Statements and Supplementary Data of our Annual Report on Form 10-K for the year ended
December 31, 2013, which is incorporated by reference in this prospectus supplement, for discussion of our
discontinued operations.

Information on the comparability of results is included in Item 7. Management s Discussion and Analysis of Financial
Condition and Results of Operations in our Annual Report on Form 10-K for the year ended December 31, 2013,
which is incorporated by reference in this prospectus supplement.

S-10
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CAPITALIZATION

The following table sets forth our consolidated cash and equivalents and capitalization as of December 31, 2013 on a
historical basis and on an as adjusted basis to give effect to the offering of the notes and the use of proceeds therefrom

as described under Use of Proceeds. This table should be read in conjunction with our audited consolidated financial
statements and related notes to financial statements in Item 8. Financial Statements and Supplementary Data, as well
as Management s Discussion and Analysis of Financial Condition and Results of Operations in our Annual Report on
Form 10-K for the year ended December 31, 2013, which is incorporated by reference in this prospectus supplement.

As of December 31, 2013
Actual As Adjusted(1)
(In millions)
Cash and equivalents $3,618 $ 3,953

Neither the Securities and Exchange
Commission nor any state securities
commission has approved or disapproved of
these securities, or determined if this
prospectus is truthful or complete. Any
representation to the contrary is a criminal
offense.

The date of this prospectus is August 5, 2004.
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As used in this prospectus, the terms
"Apex Limited," "we," "our," "ours" and "us"
may, depending on the context, refer to Apex
Silver Mines Limited or to one or more of Apex
Silver Mines Limited's consolidated
subsidiaries or to all of them taken as a whole.
When we refer to "ordinary shares" throughout
this prospectus, we include all rights attaching
to our ordinary shares under any stockholder
rights plan then in effect.
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ABOUT THIS PROSPECTUS

This prospectus is part of a registration
statement that we filed with the SEC using a
"shelf" registration process on Form S-3. Under
the shelf registration, we may sell any
combination of the securities described in this
prospectus in one or more offerings up to a total
dollar amount of $200,000,000. This prospectus
provides you with a general description of the
securities that we may offer. Each time that we
sell securities, we will provide a prospectus
supplement that will contain specific
information about the terms of that offering and
a discussion of the material U.S. federal income
tax considerations relating to such offering. The
prospectus supplement also may add, update or
change information contained in this
prospectus. You should read both this
prospectus and any prospectus supplement
together with additional information described
under the heading "Where You Can Find More
Information" before you invest. We may use
this prospectus to sell securities only if it is
accompanied by a prospectus supplement.

The registration statement of which this
prospectus is a part, including the exhibits to
the registration statement, contains additional
information about us and the securities offered
under this prospectus. That registration
statement can be read at the SEC's website,
located at http://www.sec.gov, or at the SEC's
offices referenced under the heading "Where
You Can Find More Information."

You should not assume that the
information in this prospectus, any
accompanying prospectus supplement or any
document incorporated by reference is accurate
as of any date other than the date on its front
cover.

WHERE YOU CAN FIND MORE
INFORMATION

We file annual, quarterly and special
reports, proxy statements and other information
with the SEC. You may read and copy any of
these documents at the SEC's public reference
room at 450 Fifth Street N.W., Washington,
D.C. 20549. Please call the SEC at
1-800-SEC-0330 for further information on the
public reference room. Our SEC filings are also
available to the public at the SEC's website at
http://www.sec.gov.
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The SEC allows us to "incorporate by
reference” the information we file with the
SEC, which means that we can disclose
important information to you by referring you
to those documents. The information
incorporated by reference is considered part of
this prospectus, and information that we file
later with the SEC will automatically update
and supersede the information in this
prospectus.

The following documents, which were
previously filed with the SEC pursuant to the
Securities Exchange Act of 1934, or the
Exchange Act, are hereby incorporated by
reference:

our Annual Report on
Form 10-K for the year
ended December 31, 2003;

our Quarterly Report on
Form 10-Q for the quarter
ended March 31, 2004;

our Current Reports on
Form 8-K filed April 2,
2004; March 17, 2004,
March 11, 2004;
February 13, 2004; and
January 28, 2004; and

the description of our
capital stock contained in
our registration statement
on Form S-1, as amended
(File No. 333-34685), and
incorporated by reference
into the Registration
Statement on Form §-A
under the Exchange Act
filed with the SEC on
November 18, 1997.

All reports and other documents filed by
us pursuant to Sections 13(a), 13(c), 14 or
15(d) of the Exchange Act subsequent to the
date of this prospectus and prior to the
termination of this offering shall be deemed to
be incorporated by reference into this
prospectus and shall be a part hereof from the
date of filing of such reports and documents.

Any statement contained in a document
incorporated or deemed to be incorporated by
reference in this prospectus shall be deemed
modified, superseded or replaced for purposes
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the extent that a statement contained in this
prospectus, or in any subsequently filed
document that also is deemed to be
incorporated by reference in this prospectus,
modifies, supersedes or replaces such
statement. Any statement so modified,
superseded or replaced shall not be deemed,
except as so modified, superseded or replaced,
to constitute a part of this prospectus. Subject to
the foregoing, all information appearing in this
prospectus is qualified in its entirety by the
information appearing in the documents
incorporated by reference.

Statements contained in this prospectus as
to the contents of any contract or other
document are not necessarily complete, and in
each instance we refer you to the copy of the
contract or document filed as an exhibit to the
registration statement or the documents
incorporated by reference in this prospectus,
each such statement being qualified in all
respects by such reference.

You may receive a copy of any of these
filings (excluding exhibits to those documents
unless they are specifically incorporated by
reference in those documents), at no cost, by
writing or calling Apex Silver Mines
Corporation, 1700 Lincoln Street, Suite 3050,
Denver, Colorado 80203, Attention: Vice
President, Investor Relations and Corporate
Development, telephone (303) 839-5060.

ENFORCEABILITY OF CIVIL
LIABILITIES UNDER UNITED STATES
LAWS

Apex Limited is a Cayman Islands
exempted company and some of our directors
reside in jurisdictions outside of the United
States. At any one time, all or a substantial
portion of our assets and directors are or may be
located in jurisdictions outside of the United
States. Therefore, it could be difficult for
investors to effect within the United States
service of process on us or any of our directors
who reside outside the United States. Further, it
could be difficult to recover against us or such
directors judgments of courts in the United
States, including judgments based upon civil
liability under U.S. federal securities laws and
similar state laws. Notwithstanding the
foregoing, we have irrevocably agreed that we
may be served with process with respect to
actions based on offers of the securities offered
by this prospectus in the United States by
serving Apex Silver Mines Corporation, 1700
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Lincoln Street, Suite 3050, Denver, Colorado
80203, our U.S. agent appointed for that
purpose.

Walkers, our Cayman Islands counsel, has
advised us that there may be circumstances
where the courts of the Cayman Islands would
not enforce:

judgments of U.S. courts
obtained in actions against
us or our directors that are
not resident within the
United States that are based
upon the civil liability
provisions of U.S. federal
securities laws and similar
state laws; or

original actions brought in
the Cayman Islands against
us or such persons based
solely upon U.S. federal
securities laws.

There is no treaty in effect between the
United States and the Cayman Islands
providing for such enforcement. There are
grounds upon which Cayman Islands courts
may not enforce judgments of U.S. courts. In
addition, some remedies that are available
under the laws of U.S. jurisdictions, including
certain remedies under U.S. federal securities
laws, may not be allowed in Cayman Islands
courts as being contrary to public policy.

FORWARD-LOOKING STATEMENTS

Some information contained or
incorporated by reference in this prospectus
may contain forward-looking statements within
the meaning of Section 27A of the Securities
Act and Section 21E of the Securities Exchange
Act of 1934. These statements include
comments regarding mine development and
construction plans, costs, grade, production and
recovery rates, permitting, financing needs, the
availability of financing on acceptable terms,
the timing of engineering studies and
environmental permitting, and the markets for
silver, zinc and lead.
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The use of any of the words "anticipate,"
"continue," "estimate," "expect," "may," "will,"
"project," "should," "believe" and similar
expressions are intended to identify
uncertainties. We believe the expectations
reflected in those forward-looking statements
are reasonable. However, we cannot assure you
that these expectations will prove to be correct.
Our actual results could differ materially from
those anticipated in these forward-looking
statements as a result of the risk factors set forth
below and other factors described in more detail
in this prospectus:

worldwide economic and
political events affecting
the supply of and demand
for silver, zinc and lead;

volatility in market prices
for silver, zinc and lead;

financial market conditions,
and the availability of
financing on terms
acceptable to Apex
Limited;

uncertainties associated
with developing a new
mine, including potential
cost overruns and the
unreliability of estimates in
early stages of mine
development;

variations in ore grade and
other characteristics
affecting mining, crushing,
milling and smelting
operations and mineral
recoveries;

geological, technical,
permitting, mining and
processing problems;

the availability and timing
of acceptable arrangements
for power, transportation,
water and smelting;
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the availability, terms,
conditions and timing of
required government
approvals;

uncertainties regarding
future changes in tax
legislation or
implementation of existing
tax legislation;

variations in smelting
operations and capacity;

the availability of
experienced employees;
and

the factors discussed under
"Risk Factors."

Many of those factors are beyond our
ability to control or predict. You should not
unduly rely on these forward-looking
statements. These statements speak only as of
the date of this prospectus. Except as required
by law, we are not obligated to publicly release
any revisions to these forward-looking
statements to reflect future events or
developments. All subsequent written and oral
forward-looking statements attributable to us
and persons acting on our behalf are qualified
in their entirety by the cautionary statements
contained in this section and elsewhere in this
prospectus.
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SUMMARY

This summary contains selected
information and does not contain all of the
information that you should consider before
investing. You should read this entire
prospectus and prospectus supplement
carefully, as well as our financial statements
and the related notes incorporated by reference
in this prospectus, before making an investment
decision.

Our Company

Apex Limited, incorporated under the laws
of the Cayman Islands in 1996, is engaged in
the exploration and development of silver
properties in South America, Mexico, and
Central Asia. Our exploration efforts have
produced our first development property, our
100% owned San Cristobal project located in
southern Bolivia. San Cristobal's proven and
probable reserves, based on $4.62 per ounce
silver, $0.38 per pound zinc and $0.22 per
pound lead, total approximately 211 million
tonnes of ore grading 65.81 grams per tonne of
silver, 1.63% zinc and 0.61% lead, containing
approximately 446 million ounces of silver,
7.6 billion pounds of zinc and 2.8 billion
pounds of lead. Under our current development
plan, we believe San Cristobal should produce
an annual average of approximately 21 million
contained ounces of silver, 478 million
contained pounds of zinc and 155 million
contained pounds of lead over a mine life of
approximately 15 years.

With the recent increase in silver and zinc
prices and our success during 2004 in raising
approximately $209 million in net proceeds
through the sale of ordinary shares and
$193 million in net proceeds through the sale of
the 2.875% Convertible Senior Subordinated
Notes, we now plan to move forward with the
development of San Cristobal. In 2004, we plan
to update our construction capital costs,
advance detailed engineering, complete
arrangements for power, port and
transportation, and complete work on
mancamps, roads and bridges needed for
construction and mine access. Assuming that
metals markets remain favorable and that we
are able to complete the additional financing
required for the project, we expect construction
at San Cristobal to commence in the first half of
2005 and start-up and production to commence
in 2007.

We also have a large diversified portfolio
of privately owned and controlled silver
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exploration properties. We have rights to or
control over 100 silver and other mineral
exploration holdings, divided into 53 property
groups, located in or near the traditional silver
producing regions of Bolivia, Mexico, Peru, El
Salvador and Kyrgyzstan. None of our
properties is in production, and consequently
we have no operating income or cash flow.

We are managed by a team of seasoned
mining professionals with significant
experience in the construction, development
and operation of large scale, open pit and
underground, precious and base metals mining
operations, as well as in the identification and
exploration of mineral properties.

Our principal executive office is located at
1700 Lincoln Street, Suite 3050, Denver,
Colorado 80203 and our telephone number is
(303) 839-5060. Our internet address is
www.apexsilver.com. Information contained on
the Company's website at
http://www.apexsilver.com is not a part of this
prospectus.

Our Strategy

Apex Limited is one of a limited number
of mining companies which focus on silver
exploration, development and production. Our
strategy is to capitalize on the San Cristobal
project and our sizeable portfolio of silver
exploration properties in order to achieve
long-term profits and growth and to enhance
shareholder value.
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The principal elements of our business
strategy are to:

secure financing for and
proceed to develop the San
Cristobal project as a large
scale open pit mining
operation;

continue to explore and
develop those properties
which we believe are most
likely to contain significant
amounts of silver and
divesting those properties
that are not of continuing
interest; and

identify and acquire
additional mining and
mineral properties that we
believe contain significant
amounts of silver or have
exploration potential.

Certain Tax Considerations

We believe that we likely will be a passive
foreign investment company, or PFIC, with
respect to 2004 as well as potentially with
respect to future years. If we are a PFIC, U.S.
Holders of securities that are not treated as debt
for U.S. federal income tax purposes will be
subject to certain adverse U.S. federal income
tax rules. Under the PFIC rules, a U.S. Holder
who disposes or is deemed to dispose of such
securities at a gain, or who receives or is
deemed to receive certain distributions with
respect to such securities, generally will be
required to treat such gain or distributions as
ordinary income and pay an interest charge on
the tax imposed with respect thereto. In
addition, certain elections that may sometimes
be used to reduce the adverse impact of the
PFIC rules ("QEEF elections" and
"mark-to-market" elections) will not be
available with respect to such securities. The
PFIC rules are extremely complex, and
prospective investors are urged to consult their
own tax advisers regarding the potential
consequences to them of Apex Limited being
classified as a PFIC.
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The Securities We May Offer

This prospectus is part of a registration
statement that we filed with the Securities and
Exchange Commission utilizing a "shelf"
registration process. Under this shelf
registration process, we may offer from time to
time any of the following securities, either
separately or in units:

debt securities;

ordinary shares;

preference shares;

depositary shares;

warrants; and

ordinary share purchase
rights.

This prospectus provides you with a
general description of the securities which we
may offer. Each time we offer securities, we
will provide you with a prospectus supplement
that will describe the specific amounts, prices
and terms of the securities being offered. The
prospectus supplement may also add, update or
change information contained in this
prospectus.

The securities which we may offer may
involve a high degree of risk. A prospectus
supplement relating to any security that we
offer will describe the risks relating to each
such security. In addition, a prospectus
supplement may also contain additional risk
factors relating to our business.

Debt Securities

We may offer general obligations of our

company, which may be senior or subordinated.

The senior debt securities and the subordinated
debt securities are together referred to in this
prospectus as the "Debt Securities." The senior
debt securities will have the same ranking as all
of our other
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unsecured, unsubordinated debt. The
subordinated debt securities will be entitled to
payment only after payment on our Senior
Indebtedness (as described below). In addition,
we are a holding company that conducts all of
our operations through subsidiaries. As a result,
claims of the holders of the Debt Securities will
generally have a junior position to claims of
creditors of our subsidiaries (except to the
extent that our company is recognized as a
creditor of those subsidiaries) and preferred
shareholders of our subsidiaries.

The Debt Securities will be issued under
an indenture between us and a financial
institution, acting on your behalf as trustee. We
have summarized certain general features of the
Debt Securities that will be included in the
indentures. We encourage you to read the form
of the indentures (which are exhibits to the
Registration Statement) and our recent periodic
and current reports that we file with the SEC.
Directions on how you can get copies of these
reports are provided under the heading "Where
You Can Find More Information."

General Indenture Provisions that Apply to
Senior Debt Securities and Subordinated Debt
Securities

Neither form of indenture
limits the amount of Debt
Securities that we may
issue thereunder.

The indentures allow our
company under certain
circumstances to merge or
consolidate with another
company, or to sell all or
substantially all of our
assets to another company.
If these events occur, the
other company will be
required to assume our
responsibilities relating to
the Debt Securities, and we
will be released from all
liabilities and obligations.
There is no restriction on
other companies merging
into our company.

The indentures provide that
holders of a majority of the
total principal amount of
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Events of Default

outstanding Debt Securities
of all series (voting as a
class) affected by a
proposed change to certain
of our obligations may vote
to change certain of our
obligations or certain of
your rights concerning the
Debt Securities of those
series. However, to change
the amount or timing of
principal, interest or other
payments under a series of
Debt Securities, every
holder in that series must
consent.

Each indenture provides that each of the
following is an Event of Default:

If we do not pay interest for
30 days after its due date.

If we do not pay principal
or premium when due.

If we do not make any
sinking fund payment for
30 days after its due date.

If we continue to breach a
covenant for 90 days after
notice.

If a certain bankruptcy or
insolvency event occurs.

If an Event of Default occurs with respect
to any series of Debt Securities, the trustee or
holders of 25% of the outstanding principal
amount of that series may declare the principal
amount of that series immediately payable or,
in the case of a bankruptcy or insolvency event,
the principal amount of all series under the
indenture immediately payable. However,
holders of a majority of the principal amount
may rescind this action.

General Indenture Provisions that Apply Only
to Senior Debt Securities

The prospectus supplement relating to a
series of senior debt securities will describe any
material covenants or any special events of



Table of Contents

Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

default in respect of such series of senior debt
securities.
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If we satisfy certain conditions in the
indenture relating to a series of senior debt
securities, we may discharge that indenture as it
relates to that series at any time by depositing
with the trustee sufficient funds or government
obligations to pay the senior debt securities of
that series when due.

General Indenture Provisions that Apply Only
to Subordinated Debt Securities

The subordinated debt securities will be
subordinated to all "Senior Indebtedness,"
which includes all indebtedness for money
borrowed by our company, except indebtedness
that is stated to be not superior to, or to have the
same ranking as, the subordinated debt
securities. In addition, claims of our
subsidiaries' creditors and preferred
shareholders, if any, generally will have priority
with respect to the subsidiaries' assets and
earnings over the claims of our creditors,
including holders of the subordinated debt
securities, even though those obligations may
not constitute Senior Indebtedness. The
subordinated debt securities, therefore, will be
effectively subordinated to creditors (including
trade creditors) and preferred shareholders of
our subsidiaries with regard to the assets of
such subsidiaries.

The prospectus supplement relating to a
series of subordinated debt securities will
describe any material covenants or special
events of default in respect of such series of
subordinated debt securities.

Preference Shares and Depositary Shares

We may issue our preference shares in one
or more classes or series. Our Board of
Directors will determine for the preference
shares, the dividend, voting, redemption,
sinking fund, conversion, liquidation
preference, relative priority and other rights of
the class or series being offered and the terms
and conditions relating to its offering and sale
at the time of the offer and sale. We may also
issue fractional shares of preference shares that
will be represented by depositary shares and
depositary receipts.

Ordinary Shares

We may issue our ordinary shares, par
value $0.01 per share. Holders of ordinary
shares are entitled to receive dividends when
declared by the Board of Directors (subject to
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the rights of holders of preference shares). Each
holder of ordinary shares is entitled to one vote
per share. The holders of ordinary shares have
no preemptive rights or cumulative voting
rights.

Warrants

We may issue warrants for the purchase of
preference shares or ordinary shares. We may
issue warrants independently or together with
other securities. A prospectus supplement
relating to the warrants will describe the terms
of the warrants, including the following: the
title, number and offering price of the warrants;
the terms on which they may be issued; and the
number, designation and description of the
ordinary shares or preference shares that may
be purchased upon exercise of the warrants and
the price at which such shares may be
purchased.

Ordinary Share Purchase Rights

We may issue rights to purchase ordinary
shares (the "Ordinary Share Purchase Rights").
We may issue Ordinary Share Purchase Rights
independently or together with other securities.
Our Board of Directors will determine for the
Ordinary Share Purchase Rights, the number,
the exercise price, the terms on which they may
be issued, the extent of transferability, the date
of commencement and the date of expiration.
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RISK FACTORS

You should carefully consider the risk
factors set forth below as well as the other
information included in this prospectus before
deciding to purchase any securities. The risks
described below are not the only risks that we
face. Additional risks and uncertainties not
currently known to us or that we currently deem
immaterial may also impair our business
operations. Any of these risks may have a
material adverse effect on our business,
financial condition, results of operations and
cash flows. In that case, you may lose all or
part of your investment in the securities.

We have no history of production.

We have no history of producing silver or
other metals. The development of our
economically feasible properties will require
the construction or rehabilitation and operation
of mines, processing plants and related
infrastructure. As a result, we are subject to all
of the risks associated with establishing new
mining operations and business enterprises.
There can be no assurance that we will
successfully establish mining operations or
profitably produce silver or other metals at any
of our properties.

We have a history of losses and we
expect losses to continue for at least
the next three years.

As an exploration and development
company that has no production history, we
have incurred losses since our inception, and
we expect to continue to incur additional losses
for at least the next three years. As of
March 31, 2004, we had an accumulated deficit
of $83.1 million. There can be no assurance that
we will achieve or sustain profitability in the
future.

The estimates of our reserves and
other mineralization estimates are
potentially inaccurate.

Unless otherwise indicated, reserves and
other mineralization figures presented in our
filings with the SEC, press releases and other
public statements that may be made from time
to time are based on estimates of contained
silver and other metals made by independent
geologists or our own personnel. These
estimates are imprecise and depend on
geological interpretation and statistical
inferences drawn from drilling and sampling
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which may prove to be unreliable. There can be
no assurance that:

these estimates will be
accurate;

reserves and other
mineralization figures will
be accurate; or

reserves or mineralization
could be mined and
processed profitably.

Since we have not commenced production
on any of our properties, reserves and other
mineralization estimates may require
adjustments or downward revisions based on
actual production experience. Extended
declines in market prices for silver, zinc and
lead may render portions of our reserves
uneconomic and result in reduced reported
reserves. Any material reductions in estimates
of our reserves and other mineralization, or of
our ability to extract these reserves or
mineralization, could have a material adverse
effect on our results of operations and financial
condition.

We have not established the presence of
any proven or probable reserves at any of our
mineral properties other than the San Cristobal
project. There can be no assurance that
subsequent testing or future feasibility studies
will establish additional reserves at our
properties. The failure to establish additional
reserves could restrict our ability to
successfully implement our strategies for long
term growth beyond the San Cristobal project.

The San Cristobal project is subject
to risks including delays in
commencement and completion and
we may be unable to achieve
anticipated production volume or
manage cost increases.

Completion of the development of the San
Cristobal project is subject to various factors,
including the maintaining of recent price levels
for silver and zinc; the availability, terms,
conditions and timing
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of acceptable arrangements for financing,
power, transportation, construction, contract
mining and smelting; required government
approvals, including renewal of the
construction and operations permit; and the
performance of our engineering and
construction contractor and suppliers and
consultants. The lack of availability on
acceptable terms or the delay in any one or
more of the other items listed above could also
delay or prevent the development of San
Cristobal. There can be no assurance:

when or whether the San
Cristobal project will be
completed;

whether the resulting
operations will achieve the
anticipated production
volume; or

that the construction costs
and ongoing operating costs
associated with the
development of the San
Cristobal project will not be
higher than anticipated.

We have never developed or operated a
mine or managed a significant mine
development project. We cannot assure you that
the development of San Cristobal will be
completed at the cost and on the schedule
predicted, or that silver, zinc and lead grades
and recoveries, production rates or anticipated
capital or operating costs will be achieved.

If the actual cost to complete the
development of the San Cristobal project is
significantly higher than currently expected,
there can be no assurance that we will have
enough funds to cover these costs or that we
would be able to obtain alternative sources of
financing to cover these costs. Unexpected cost
increases, reduced silver and zinc prices or the
failure to obtain necessary project financing on
acceptable terms to commence or complete the
development of the San Cristobal project on a
timely basis, or to achieve anticipated
production capacity, could have a material
adverse effect on our future results of
operations and financial condition.

The successful development of the San
Cristobal project is also subject to the other risk
factors described herein.
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We depend on a single mining
project.

We anticipate that the majority, if not all,
of any revenues for the next few years and
beyond will be derived from the sale of metals
mined at the San Cristobal project. Therefore, if
we are unable to complete and successfully
mine the San Cristobal project, our ability to
generate revenue and profits would be
materially adversely affected.

Our success will depend on our
ability to manage our growth.

We anticipate that as we develop San
Cristobal and bring it into production and as we
acquire additional mineral rights, we will
experience significant growth in our operations.
We expect this growth to create new positions
and responsibilities for management personnel
and to substantially increase demands on our
operating and financial systems. There can be
no assurance that we will successfully meet
these demands and manage our anticipated
growth.

Our profitability will be affected by
changes in the prices of metals.

Our profitability and long-term viability
depend, in large part, on the market price of
silver, zinc, lead and other metals. The market
prices for these metals are volatile and are
affected by numerous factors beyond our
control, including:

global or regional
consumption patterns;

supply of, and demand for,
silver, zinc, lead and other
metals;

speculative activities;

expectations for inflation;
and

political and economic
conditions.
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The aggregate effect of these factors on
metals prices is impossible for us to predict.
Decreases in metals prices have delayed, and
could in the future adversely affect, our ability
to finance the development of the San Cristobal
project and the exploration and development of
our other properties, which would have a
material adverse effect on our financial
condition and results of operations. There can
be no assurance that metals prices will not
decline.

The following table sets forth for the
periods indicated (1) the Comex nearby active
silver futures contract's high and low price of
silver in U.S. dollars per troy ounce and (2) the
London Metals Exchange's high and low
settlement prices of zinc and lead in U.S.
dollars per pound.

Silver Zinc Lead

Year High Low High Low High Low

1999 $5.77 $4.86 $0.56 $0.41 $0.25 $0.21

2000 557 462 058 046 026 0.18
2001 4.83 4.03 048 033 024 020
2002 5.13 422 042 033 024 0.18
2003 599 435 046 034 034 0.19
2004 831 551 052 045 044 032
(through

July 1,

2004)

The closing prices of silver, zinc and lead
on July 1, 2004 were $5.96 per troy ounce, $.44
per pound and $.40 per pound, respectively.

We may not be successful in hedging
against price, currency and interest
rate fluctuations and may incur
mark to market losses and lose
money through our hedging
programs.

We have engaged in limited metals trading
activities to hedge against commodity and base
metals price risks, using puts and calls. We may
also engage in activities to hedge the risk of
exposure to currency and interest rate
fluctuations related to the development of the
San Cristobal project in Bolivia or in other
countries in which we incur substantial
expenditures for exploration or development.
Further, terms of our financing arrangements
may require us to hedge against these risks. We
anticipate that as we bring our mineral
properties into production and we begin to
generate revenue, we may utilize various price
hedging techniques to mitigate some of the
risks associated with fluctuations in the prices
of the metals we produce.
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There can be no assurance that we will be
able to successfully hedge against price,
currency and interest rate fluctuations. In
addition, our ability to hedge against zinc and
lead price risk in a timely manner may be
adversely affected by the smaller volume of
transactions in both the zinc and lead markets.
Further, there can be no assurance that the use
of hedging techniques will always be to our
benefit. Hedging instruments which protect
against market price volatility may prevent us
from realizing the benefit from subsequent
increases in market prices with respect to
covered production. This limitation would limit
our revenues and profits. Hedging contracts are
also subject to the risk that the other party may
be unable or unwilling to perform its
obligations under these contracts. Any
significant nonperformance could have a
material adverse effect on our financial
condition and results of operations.

The exploration of mineral
properties is highly speculative in
nature, involves substantial
expenditures and is frequently
non-productive.

Our future growth and profitability will
depend, in part, on our ability to identify and
acquire additional mineral rights, and on the
costs and results of our continued exploration
and development programs. Competition for
attractive mineral exploration properties is
intense. Our strategy is to
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expand our reserves through a broad program of
exploration. Mineral exploration is highly
speculative in nature and is frequently
non-productive. Substantial expenditures are
required to:

establish ore reserves
through drilling and
metallurgical and other
testing techniques;

determine metal content
and metallurgical recovery
processes to extract metal
from the ore; and

construct, renovate or
expand mining and
processing facilities.

If we discover ore, it usually takes
several years from the initial phases of
exploration until production is possible. During
this time, the economic feasibility of production
may change. As a result of these uncertainties,
there can be no assurance that we will
successfully acquire additional mineral rights,
or that our exploration programs will result in
new proven and probable reserves in sufficient
quantities to justify commercial operations in
any of our properties, other than the San
Cristobal project.

We consider from time to time the
acquisition of operating or formerly operating
mines. Our decisions to acquire these properties
are based on a variety of factors including
historical operating results, estimates of and
assumptions about future reserves, cash and
other operating costs, metals prices and
projected economic returns, and evaluations of
existing or potential liabilities associated with
the property and its operation. Other than
historical operating results, all of these may
differ significantly from our estimates and
assumptions. In addition, there is intense
competition for attractive properties.
Accordingly, there is no assurance that our
acquisition efforts will result in profitable
mining operations.

Our profitability depends, in part, on
actual economic returns and actual
costs of developing mines, which
may differ significantly from our
estimates and involve unexpected
problems and delays.
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None of our mineral properties, including
the San Cristobal project, has an operating
history upon which we can base estimates of
future cash operating costs. Our decision to
develop the San Cristobal project is based on
feasibility studies. Decisions about the
development of other projects in the future may
also be based on feasibility studies. Feasibility
studies derive estimates of reserves and
operating costs and project economic returns.
Estimates of economic returns are based, in
part, on assumptions about future metals prices.
Our profitability will be affected by changes in
the price of metals. Feasibility studies derive
estimates of average cash operating costs based
upon, among other things:

anticipated tonnage, grades
and metallurgical
characteristics of ore to be
mined and processed;

anticipated recovery rates
of silver and other metals
from the ore;

cash operating costs of
comparable facilities and
equipment; and

anticipated climatic
conditions.

Actual cash operating costs, production
and economic returns may differ significantly
from those anticipated by our studies and
estimates.

There are a number of uncertainties
inherent in the development and construction of
any new mine, including the San Cristobal
project. These uncertainties include:

the timing and cost, which
can be considerable, of the
construction of mining and
processing facilities;

the availability and cost of
skilled labor, power, water
and transportation;

the availability and cost of
appropriate smelting and
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refining arrangements;

the need to obtain necessary
environmental and other
governmental permits, and
the timing of those permits;
and

11
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the availability of funds to
finance construction and
development activities.

The costs, timing and complexities of mine
construction and development are increased by
the remote location of many mining properties,
like the San Cristobal project. It is common in
new mining operations to experience
unexpected problems and delays during
development, construction and mine start-up. In
addition, delays in the commencement of
mineral production often occur. Accordingly,
there is no assurance that our future
development activities will result in profitable
mining operations.

Title to our mineral properties may
be challenged.

Our policy is to seek to confirm the
validity of our rights to title to, or contract
rights with respect to, each mineral property in
which we have a material interest. However, we
cannot guarantee that title to our properties will
not be challenged. Title insurance generally is
not available, and our ability to ensure that we
have obtained secure claim to individual
mineral properties or mining concessions may
be severely constrained. We have not conducted
surveys of all of the claims in which we hold
direct or indirect interests and, therefore, the
precise area and location of these claims may
be in doubt. Accordingly, our mineral
properties may be subject to prior unregistered
agreements, transfers or claims, and title may
be affected by, among other things, undetected
defects. In addition, we may be unable to
operate our properties as permitted or to enforce
our rights with respect to our properties.

We may lose rights to properties if
we fail to meet payment
requirements or development or
production schedules.

We derive the rights to some of our
mineral properties, including some of our
principal properties at the San Cristobal project,
from leaseholds or purchase option agreements
which require the payment of rent or other
installment fees. If we fail to make these
payments when they are due, our rights to the
property may lapse. There can be no assurance
that we will always make payments by the
requisite payment dates. In addition, some
contracts with respect to our mineral properties
require development or production schedules.
There can be no assurance that we will be able
to meet any or all of the development or
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production schedules. In addition, our ability to
transfer or sell our rights to some of our mineral
properties requires governmental approvals or

third party consents, which may not be granted.

We cannot insure against all of the
risks associated with mining.

The business of mining is subject to a
number of risks and hazards, including:

adverse environmental
effects;

industrial accidents;

labor disputes;

technical difficulties due to
unusual or unexpected
geologic formations;

failures of pit walls; and

flooding and periodic
interruptions due to
inclement or hazardous
weather conditions.

These risks can result in, among other
things:

damage to, and destruction
of, mineral properties or
production facilities;

personal injury;

environmental damage;

delays in mining;

monetary losses; and

12
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legal liability.

Although we maintain, and intend to
continue to maintain, insurance with respect to
our operations and mineral properties within
ranges of coverage consistent with industry
practice, there can be no assurance that
insurance will be available at economically
feasible premiums. Insurance against
environmental risks is not generally available.
These environmental risks include potential
liability for pollution or other disturbances
resulting from mining exploration and
production. In addition, not all risks associated
with developing and producing silver, zinc, lead
and other metals are included in coverage and
some covered risks may result in liabilities
which exceed policy limits. Further, we may
elect to not seek coverage for all risks. The
occurrence of an event that is not fully covered,
or covered at all, by insurance, could have a
material adverse effect on our financial
condition and results of operations.

Our San Cristobal project and our
exploration activities are in
countries with developing economies
and are subject to the risks of
political and economic instability
associated with these countries.

We currently conduct exploration
activities in countries with developing
economies including Bolivia, Mexico and Peru
in Latin America. These countries and other
emerging markets in which we may conduct
operations have from time to time experienced
economic or political instability. We may be
materially adversely affected by risks
associated with conducting operations in
countries with developing economies,
including:

political instability and
violence;

war and civil disturbance;

expropriation or
nationalization;

changing fiscal regimes;

fluctuations in currency
exchange rates;
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high rates of inflation;

underdeveloped industrial
and economic
infrastructure; and

unenforceability of
contractual rights.

In particular, Bolivia has experienced slow
economic growth and increasing political and
economic instability in the last three years. In
late 2003, there were violent demonstrations in
La Paz and elsewhere in Bolivia, protesting the
free-trade policies of the Bolivian government
and specifically the proposed export of natural
gas to the U.S. through Chile and the impact of
U.S. policies regarding the drug trade. These
demonstrations resulted in the resignation of
President Lozada, in October 2003, and his
replacement by President Mesa. Although to
date these conditions and events have not
caused any adverse impact on our San Cristobal
project, there can be no assurance regarding
when or whether these political and economic
uncertainties will be successfully resolved, that
the political and economic climate may not
become more unstable or that the political and
economic uncertainties would not have an
adverse impact on the development of San
Cristobal.

Changes in mining or investment policies
or shifts in the prevailing political climate in
any of the countries in which we conduct
exploration and development activities could
adversely affect our business. Our operations
may be affected in varying degrees by
government regulations with respect to, among
other things:

production restrictions;

price controls;

export and import controls;
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income and other taxes;

maintenance of claims;

environmental legislation;

foreign ownership
restrictions;

foreign exchange and
currency controls;

labor;

welfare benefit policies;

land use;

land claims of local
residents;

water use; and

mine safety.

We cannot accurately predict the effect of
these factors. In addition, legislation in the
United States regulating foreign trade,
investment and taxation could have a material
adverse effect on our financial condition and
results of operations.

Our activities are subject to foreign
environmental laws and regulations
which may materially adversely
affect our future operations.

We conduct mineral exploration and
development activities primarily in Central
America and South America, and are most
active in Bolivia, where the San Cristobal
project is located, and Mexico. With the
development of San Cristobal, we also expect
to conduct mining operations in Bolivia. These
countries have laws and regulations which
control the exploration and mining of mineral
properties and their effects on the environment,
including air and water quality, mine
reclamation, waste handling and disposal, the
protection of different species of flora and
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fauna and the preservation of lands. These laws
and regulations will require us to acquire
permits and other authorizations for certain
activities. In many countries, including Bolivia,
there is relatively new comprehensive
environmental legislation, and the permitting
and authorization processes may be less
established and less predictable than they are in
the United States. There can be no assurance
that we will be able to acquire necessary
permits or authorizations on a timely basis, if at
all. Delays in acquiring any permit or
authorization could increase the development
cost of San Cristobal or other projects and
could delay the commencement of production.

Environmental legislation in many
countries is evolving in a manner which will
likely require stricter standards and
enforcement, increased fines and penalties for
non-compliance, more stringent environmental
assessments of proposed projects and a
heightened degree of responsibility for
companies and their officers, directors and
employees. In Bolivia, where there is relatively
new environmental legislation, enforcement
activities and strategies may be under
development, and thus may be less predictable
than in the United States. We cannot predict
what environmental legislation or regulations
will be enacted or adopted in the future or how
future laws and regulations will be administered
or interpreted. Compliance with more stringent
laws and regulations, as well as potentially
more vigorous enforcement policies or
regulatory agencies or stricter interpretation of
existing laws, may (1) necessitate significant
capital outlays, (2) cause us to delay, terminate
or otherwise change our intended activities with
respect to one or more projects and
(3) materially adversely affect our future
operations.

Many of our exploration and development
properties are located in historic mining
districts where prior owners may have caused
environmental damage which may not be
known to us or to the regulators. In most cases,
we have not sought complete environmental
analyses of our mineral
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properties and have not conducted
comprehensive reviews of the environmental
laws and regulations in every jurisdiction in
which we own or control mineral properties. To
the extent we are subject to environmental
requirements or liabilities, the cost of
compliance with these requirements and
satisfaction of these liabilities would reduce our
net cash flow and could have a material adverse
effect on our financial condition and results of
operations. If we are unable to fund fully the
cost of remediation of any environmental
condition, we may be required to suspend
operations or enter into interim compliance
measures pending completion of the required
remediation.

We compete against larger and more
experienced companies.

The mining industry is intensely
competitive. Many of the largest mining
companies are primarily producers of base
metals, and may become interested in the types
of silver deposits on which we are focused
because these deposits typically are
polymetallic, containing significant quantities
of base metals including zinc, lead and copper.
Many of these companies have greater financial
resources, operational experience and technical
capabilities than we have. We may encounter
increasing competition from other mining
companies in our efforts to acquire mineral
properties and hire experienced mining
professionals. Increased competition in our
business could adversely affect our ability to
attract necessary capital funding or acquire
suitable producing properties or prospects for
mineral exploration in the future.

Our ability to obtain dividends or
other distributions from our
subsidiaries may be subject to
restrictions imposed by law and
foreign currency exchange
regulations.

We conduct, and will continue to conduct,
all of our operations through subsidiaries. Our
ability to obtain dividends or other distributions
from our subsidiaries may be subject to
restrictions on dividends or repatriation of
earnings under applicable local law, monetary
transfer restrictions and foreign currency
exchange regulations in the jurisdictions in
which the subsidiaries operate. Our subsidiaries'
ability to pay dividends or make other
distributions to us is also subject to their having
sufficient funds to do so. If our subsidiaries are
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unable to pay dividends or make other
distributions, our growth may be inhibited
unless we are able to obtain additional debt or
equity financing on acceptable terms. In the
event of a subsidiary's liquidation, we may lose
all or a portion of our investment in that
subsidiary.

We may not be able to raise the
Jfunds necessary to explore and
develop our mineral properties.

Although we have raised approximately
$209 million through equity sales in early 2004
and additional net proceeds of $193 million
from an offering of convertible notes in
March and April of 2004, we will need
additional external financing to develop and
construct the San Cristobal project and to fund
the exploration and development of our other
mineral properties. Sources of external
financing may include bank borrowings and
future debt and equity offerings. There can be
no assurance that financing will be available on
acceptable terms, or at all. The failure to obtain
financing would have a material adverse effect
on our growth strategy and our results of
operations and financial condition. The mineral
properties that we are likely to develop are
expected to require significant capital
expenditures. There can be no assurance that
we will be able to secure the financing
necessary to retain our rights to, or to begin or
sustain production at, our mineral properties.
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We depend on the services of key
executives.

We are dependent on the services of key
executives including our chairman and our
chief executive officer and a small number of
highly skilled and experienced executives and
personnel focused on the development of the
San Cristobal project. Due to the relatively
small size of Apex Limited, the loss of these
persons or our inability to attract and retain
additional highly skilled employees required for
the development of the San Cristobal project
may delay or otherwise adversely affect the
development of the San Cristobal project,
which could have a material adverse effect on
our business or future operations.

The substantial control of Apex
Limited by our directors, officers
and 5% shareholders may have a
significant effect in delaying,
deferring or preventing a change in
control of Apex Limited or other
events which could be of benefit to
our other shareholders.

As of July 21, 2004, Thomas S. Kaplan
and the other directors of Apex Limited and
officers of Apex Silver Mines Corporation,
together with members of their families and
entities that may be deemed to be affiliates of or
related to these persons or entities, and 5%
shareholders beneficially owned approximately
25 million shares, or 53%, of our outstanding
shares, assuming the conversion of currently
exercisable options and warrants. This level of
ownership by these persons may have a
significant effect in delaying, deferring or
preventing a change in control of Apex Limited
or other events which could be of benefit to our
other shareholders.

Apex Limited and certain lower tier
subsidiaries may be treated as
passive foreign investment
companies for U.S. federal income
tax purposes.

We believe that we likely will be a passive
foreign investment company, or PFIC, with
respect to 2004 as well as potentially with
respect to future years. If we are a PFIC, U.S.
holders of securities that are not treated as debt
for U.S. federal income tax purposes will be
subject to certain adverse U.S. federal income
tax rules. Under the PFIC rules, a U.S. holder
who disposes or is deemed to dispose of such
securities at a gain, or who receives or is
deemed to receive certain distributions with
respect to such securities, generally will be
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required to treat such gain or distributions as
ordinary income and pay an interest charge on
the tax imposed with respect thereto. In
addition, certain elections that may sometimes
be used to reduce the adverse impact of the
PFIC rules ("QEEF elections" and
"mark-to-market" elections) will not be
available with respect to such securities. The
PFIC rules are extremely complex, and
prospective investors are urged to consult their
own tax advisers regarding the potential
consequences to them of Apex Limited being
classified as a PFIC.

We have in certain prior filings stated that
we believed that (i) Apex Limited may be
considered a PFIC but (ii) none of our non-U.S.
lower tier subsidiaries was a corporation for
U.S. tax purposes that would itself be
considered to be a PFIC. We now believe that
certain of our non-U.S. lower tier subsidiaries,
including the subsidiary that contains the
principal assets associated with the San
Cristobal project, were corporations for U.S. tax
purposes that constituted PFICs in certain
prior years. As a result, there is a possibility
that some shareholders may suffer adverse U.S.
federal income tax consequences that arguably
might not have been suffered had they been
aware of the PFIC status of these lower tier
subsidiaries. Such shareholders may, however,
be able to make retroactive elections in some
cases that would mitigate any such adverse
consequences. Moreover, under applicable
proposed regulations, the fact that our lower tier
subsidiaries of any consequence may not have
had earnings and profits for any taxable year
since formation may arguably eliminate any
such tax consequences in respect of prior
taxable years. For the current and all
subsequent taxable years, we believe that the
potential for our lower tier subsidiaries to be
classified as PFICs with respect to new
investors can be substantially eliminated
without adverse tax consequences.
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In the future, holders of our shares may
claim that they have suffered adverse tax
consequences for which they could have taken
remedial action if they had been aware that
such subsidiaries constituted PFICs. It is not
possible for us to determine the number of
shareholders, if any, that might make such a
claim or to determine the merits or impact of
such claims on us and whether such claims may
be material to us.

RATIO OF EARNINGS TO FIXED
CHARGES

We are a mining exploration and
development company that holds a portfolio of
silver exploration and development properties
in South America, Mexico, and Central Asia.
None of these properties are in production, and,
consequently, we have no current operating
income or operating cash flow. Accordingly, no
ratios are shown for any of the years ended
December 31, 1999, 2000, 2001, 2002 and 2003
and the three-month period ended March 31,
2004 as earnings were not sufficient to cover
fixed charges. As of the date of this prospectus,
we have not issued any preference shares. We
have not had any material amount of
indebtedness for which interest payments were
required during the years ended December 31,
1999, 2000, 2001, 2002 and 2003 and the
three-month period ended March 31, 2004.
Therefore, the amount by which earnings were
inadequate to cover fixed charges is not
material.

USE OF PROCEEDS

Unless a prospectus supplement indicates
otherwise, the net proceeds we receive from the
sale of the securities offered by this prospectus
and the accompanying prospectus supplement
will be used to finance a portion of the
construction and development of the San
Cristobal project, advance evaluation of certain
exploration properties or for other general
corporate purposes.

DESCRIPTION OF DEBT SECURITIES

We may issue debt securities from time to
time in one or more series. The following
description summarizes the general terms of the
debt securities that we may offer pursuant to
this prospectus that are common to all series.
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The particular terms of any series of our debt
securities will be described in the prospectus
supplement relating to those debt securities. We
urge you to read the applicable prospectus
supplement for the terms of the series of debt
securities offered because the terms of specific
series of debt securities may differ from the
general information that we have provided
below.

We are a holding company that conducts
substantially all of our operations through
subsidiaries. As a result, claims of the holders
of the debt securities will generally have a
junior position to claims of creditors of our
subsidiaries, except to the extent that our
company may be recognized as a creditor of
those subsidiaries. Claims of creditors of our
subsidiaries other than our company may
include substantial amounts of long-term debt,
commercial paper and other short-term
borrowings.

As required by federal law for all bonds
and notes of companies that are publicly
offered, the debt securities will be governed by
a document called an "indenture." An indenture
is a contract between a financial institution,
acting on your behalf as trustee of the debt
securities offered, and us. The debt securities
will be issued pursuant to an indenture that we
will enter into with a trustee, which we will
select. When we refer to the "indenture" in this
prospectus, we are referring to the indenture
under which your debt securities are issued, as
may be supplemented by any supplemental
indenture applicable to your debt securities. The
trustee has two main roles. First, subject to
some limitations on the extent to which the
trustee can act on your behalf, the trustee can
enforce your rights against us if we default on
our obligations under the indenture. Second, the
trustee performs certain administrative duties
for us with respect to the debt securities.

A prospectus supplement will describe the
specific terms of any particular series of debt
securities, including any of the terms in this
section that will not apply to that series, and
any special considerations, including tax
considerations, applicable to those debt
securities. The prospectus
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supplement relating to each series of debt
securities that we offer using this prospectus
will be attached to the front of this prospectus.
In some instances, certain of the precise terms
of debt securities you are offered may be
described in a further prospectus supplement,
known as a "pricing supplement." If
information in a prospectus supplement is
inconsistent with the information in this
prospectus, then the information in the
prospectus supplement will apply and, where
applicable, supersede the information in this
prospectus.

Unless otherwise provided in any
applicable prospectus supplement, the
following section is a summary of the principal
terms and provisions that will be included in the
indenture. Because this section is a summary, it
does not describe every aspect of the debt
securities or the indenture. We urge you to read
the indenture and any supplement thereto that
are applicable to you. The form of indenture is
filed as an exhibit to the registration statement
of which this prospectus is a part. See "Where
You Can Find More Information" for
information on how to obtain a copy of the
indenture.

General

The senior debt securities will have the
same ranking as all of our other unsecured and
unsubordinated debt. The subordinated debt
securities will be unsecured and will be
subordinated and junior to all senior
indebtedness.

The debt securities may be issued in one or
more separate series of senior debt securities
and/or subordinated debt securities. The
prospectus supplement relating to the particular
series of debt securities being offered will
specify the particular amounts, prices and terms
of those debt securities. These terms may
include:

the title of the debt
securities;

any limit upon the
aggregate principal amount
of the debt securities;
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the date or dates, or the
method of determining the
dates, on which the debt
securities will mature;

the interest rate or rates of
the debt securities, or the
method of determining
those rates, the interest
payment dates and, for
registered debt securities,
the regular record dates;

if a debt security is issued
with original issue discount,
the yield to maturity;

the places where payments
may be made on the debt
securities;

any mandatory or optional
redemption provisions
applicable to the debt
securities;

any sinking fund or
analogous provisions
applicable to the debt
securities;

any conversion or exchange
provisions applicable to the
debt securities;

any terms for the
attachment to the debt
securities of warrants,
options or other rights to
purchase or sell our
securities;

the portion of the principal
amount of the debt security
payable upon the
acceleration of maturity if
other than the entire
principal amount of the
debt securities;

any deletions of, or changes
or additions to, the events
of default or covenants

66



Table of Contents

Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

applicable to the debt
securities;

if other than U.S. dollars,
the currency or currencies
in which payments of
principal, premium and/or
interest on the debt
securities will be payable
and whether the holder may
elect payment to be made in
a different currency;

18
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the method of determining
the amount of any
payments on the debt
securities which are linked
to an index;

whether the debt securities
will be issued in fully
registered form without
coupons or in bearer form,
with or without coupons,

or any combination of
these, and whether they will
be issued in the form of one
or more global securities in
temporary or definitive
form;

any terms relating to the
delivery of the debt
securities if they are to be
issued upon the exercise of
warrants;

whether and on what terms
we will pay additional
amounts to holders of the
debt securities that are not
U.S. persons in respect of
any tax, assessment or
governmental charge
withheld or deducted and, if
so, whether and on what
terms we will have the
option to redeem the debt
securities rather than pay
the additional amounts; and

any other specific terms of
the debt securities.

Unless otherwise specified in the
applicable prospectus supplement, (1) the debt
securities will be registered debt securities and
(2) debt securities denominated in U.S. dollars
will be issued, in the case of registered debt
securities, in denominations of $1,000 or an
integral multiple of $1,000 and, in the case of
bearer debt securities, in denominations of
$5,000. Debt securities may bear legends
required by United States federal tax law and
regulations.

If any of the debt securities are sold for
any foreign currency or currency unit or if any
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payments on the debt securities are payable in
any foreign currency or currency unit, the
prospectus supplement will contain any
restrictions, elections, tax consequences,
specific terms and other information with
respect to the debt securities and the foreign
currency or currency unit.

Some of the debt securities may be issued
as original issue discount debt securities.
Original issue discount securities bear no
interest during all or a part of the time that these
debt securities are outstanding or bear interest
at below-market rates and will be sold at a
discount below their stated principal amount at
maturity. The prospectus supplement will also
contain special tax, accounting or other
information relating to original issue discount
securities or relating to other kinds of debt
securities that may be offered, including debt
securities linked to an index or payable in
currencies other than U.S. dollars.

Exchange, Registration and Transfer

of the security registrar or at any other
office or agency maintained by our company
for these purposes, without the payment of any
service charge, except for any tax or
governmental charges. The senior trustee
initially will be the designated security registrar
in the United States for the senior debt
securities. The subordinated trustee initially
will be the designated security registrar in the
United States for the subordinated debt
securities.

If debt securities are issuable as both
registered debt securities and bearer debt
securities, the bearer debt securities will be
exchangeable for registered debt securities.
Except as provided below, bearer debt
securities will have outstanding coupons. If a
bearer debt security with related coupons is
surrendered in exchange for a registered debt
security between a record date and the date set
for the payment of interest, the bearer debt
security will be surrendered without the coupon
relating to that interest payment and that
payment will be made only to the holder of the
coupon when due.

19
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In the event of any redemption in part of
any class or series of debt securities, we will
not be required to:

issue, register the transfer
of, or exchange, debt
securities of any series
between the opening of
business 15 days before any
selection of debt securities
of that series to be
redeemed and the close of
business on:

if debt securities
of the series are
issuable only as
registered debt
securities, the day
of mailing of the
relevant notice of
redemption, and

if debt securities
of the series are
issuable as bearer
debt securities,
the day of the
first publication
of the relevant
notice of
redemption or, if
debt securities of
the series are also
issuable as
registered debt
securities and
there is no
publication, the
day of mailing of
the relevant
notice of
redemption;

register the transfer of, or
exchange, any registered
debt security selected for
redemption, in whole or in
part, except the unredeemed
portion of any registered
debt security being
redeemed in part; or
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exchange any bearer debt
security selected for
redemption, except to
exchange it for a registered
debt security which is
simultaneously surrendered
for redemption.

Payment and Paying Agent

We will pay principal, interest and any
premium on fully registered securities in the
designated currency or currency unit at the
office of a designated paying agent. Payment of
interest on fully registered securities may be
made at our option by check mailed to the
persons in whose names the debt securities are
registered on days specified in the indentures or
any prospectus supplement.

We will pay principal, interest and any
premium on bearer securities in the designated
currency or currency unit at the office of a
designated paying agent or agents outside of the
United States. Payments will be made at the
offices of the paying agent in the United States
only if the designated currency is U.S. dollars
and payment outside of the United States is
illegal or effectively precluded. If any amount
payable on any debt security or coupon remains
unclaimed at the end of two years after that
amount became due and payable, the paying
agent will release any unclaimed amounts to
our company, and the holder of the debt
security or coupon will look only to our
company for payment.

Global Securities

A global security represents one or any
other number of individual debt securities.
Generally all debt securities represented by the
same global securities will have the same terms.
Each debt security issued in book-entry form
will be represented by a global security that we
deposit with and register in the name of a
financial institution or its nominee that we
select. The financial institution that we select
for this purpose is called the depositary. Unless
we specify otherwise in the applicable
prospectus supplement, The Depositary Trust
Company, New York, New York, known as
DTC, will be the depositary for all debt
securities that are issued in book-entry form.

A global security may not be transferred to
or registered in the name of anyone other than
the depositary or its nominee, unless special
termination situations arise. As a result of these
arrangements, the depositary, or its nominee,
will be the sole registered holder of all debt
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securities represented by a global security, and
investors will be permitted to own only
beneficial interests in a global security.
Beneficial interests must be held by means of
an account with a broker, bank or other
financial institution that in turn has an account
either with the depositary or with another
institution that has an account with the
depositary. Thus, an investor whose security is
represented by a global security will
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not be registered holder of the debt security, but
an indirect holder of a beneficial interest in the
global security.

Temporary Global Securities

All or any portion of the debt securities of
a series that are issuable as bearer debt
securities initially may be represented by one or
more temporary global debt securities, without
interest coupons, to be deposited with the
depositary for credit to the accounts of the
beneficial owners of the debt securities or to
other accounts as they may direct. On and after
an exchange date provided in the applicable
prospectus supplement, each temporary global
debt security will be exchangeable for
definitive debt securities in bearer form,
registered form, definitive global bearer form or
any combination of these forms, as specified in
the prospectus supplement. No bearer debt
security delivered in exchange for a portion of a
temporary global debt security will be mailed or
delivered to any location in the United States.

Interest on a temporary global debt
security will be paid to the depositary with
respect to the portion held for its account only
after they deliver to the trustee a certificate
which states that the portion:

is not beneficially owned
by a United States person;

has not been acquired by or
on behalf of a United States
person or for offer to resell
or for resale to a United
States person or any person
inside the United States; or

if a beneficial interest has
been acquired by a United
States person, that the
person is a financial
institution, as defined in the
Internal Revenue Code,
purchasing for its own
account or has acquired the
debt security through a
financial institution and that
the debt securities are held
by a financial institution
that has agreed in writing to
comply with the
requirements of
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Section 165(j)(3)(A), (B) or
(C) of the Internal Revenue
Code and the regulations to
the Internal Revenue Code
and that it did not purchase
for resale inside the United
States.

The certificate must be based on
statements provided by the beneficial owners of
interests in the temporary global debt security.
The depositary will credit the interest received
by it to the accounts of the beneficial owners of
the debt security or to other accounts as they
may direct.

"United States person" means a citizen or
resident of the United States, a corporation,
partnership or other entity created or organized
in or under the laws of the United States or an
estate or trust with income subject to United
States federal income taxation regardless of its
source.

Definitive Global Securities

Bearer Securities. The applicable
prospectus supplement will describe the
exchange provisions, if any, of debt securities
issuable in definitive global bearer form. We
will not deliver any bearer debt securities
delivered in exchange for a portion of a
definitive global debt security to any location in
the United States.

U.S. Book-Entry Securities. Debt
securities of a series represented by a definitive
global registered debt security and deposited
with or on behalf of a depositary in the United
States will be represented by a definitive global
debt security registered in the name of the
depositary or its nominee. Upon the issuance of
a global debt security and the deposit of the
global debt security with the depositary, the
depositary will credit, on its book-entry
registration and transfer system, the respective
principal amounts represented by that global
debt security to the accounts of participating
institutions that have accounts with the
depositary or its nominee. The accounts to be
credited shall be designated by the underwriters
or agents for the sale of U.S. book-entry debt
securities or by our company, if these debt
securities are offered and sold directly by our
company.
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Ownership of U.S. book-entry debt
securities will be limited to participants or
persons that may hold interests through
participants. In addition, ownership of U.S.
book-entry debt securities will be evidenced
only by, and the transfer of that ownership will
be effected only through, records maintained by
the depositary or its nominee for the definitive
global debt security or by participants or
persons that hold through participants.

So long as the depositary or its nominee is
the registered owner of a global debt security,
that depositary or nominee, as the case may be,
will be considered the sole owner or holder of
the U.S. book-entry debt securities represented
by that global debt security for all purposes
under the indenture. Payment of principal of,
and premium and interest, if any, on, U.S.
book-entry debt securities will be made to the
depositary or its nominee as the registered
owner or the holder of the global debt security
representing the U.S. book-entry debt
securities. Owners of U.S. book-entry debt
securities:

will not be entitled to have
the debt securities
registered in their names;

will not be entitled to
receive physical delivery of
the debt securities in
definitive form; and

will not be considered the
owners or holders of the
debt securities under the
indenture.

The laws of some jurisdictions require that
purchasers of securities take physical delivery
of securities in definitive form. These laws
impair the ability to purchase or transfer U.S.
book-entry debt securities.

We expect that the depositary for U.S.
book-entry debt securities of a series, upon
receipt of any payment of principal of, or
premium or interest, if any, on, the related
definitive global debt security, will immediately
credit participants' accounts with payments in
amounts proportionate to their respective
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beneficial interests in the principal amount of
the global debt security as shown on the records
of the depositary. We also expect that payments
by participants to owners of beneficial interests
in a global debt security held through those
participants will be governed by standing
instructions and customary practices, as is now
the case with securities held for the accounts of
customers in bearer form or registered in "street
name," and will be the responsibility of those
participants.

Covenants of the Company

We may, without the consent of the
holders of the debt securities, merge into or
consolidate with any other person, or convey or
transfer all or substantially all of our company's
properties and assets to another person provided
that:

the successor assumes on
the same terms and
conditions all the
obligations under the debt
securities and the
indentures; and

immediately after giving
effect to the transaction,
there is no default under the
applicable indenture.

The remaining or acquiring person will be
substituted for our company in the indentures
with the same effect as if it had been an original
party to the indenture. A prospectus supplement
will describe any other limitations on the ability
of our company to merge into, consolidate with,
or convey or transfer all or substantially all or
our properties and assets to, another person.

Satisfaction and Discharge; Defeasance

We may be discharged from our
obligations on the debt securities of any class or
series that have matured or will mature or be
redeemed within one year if we deposit with the
trustee enough cash and/or U.S. government
obligations or foreign government securities, as
the case may be, to pay all the principal, interest
and any premium due to the stated maturity or
redemption date of the debt securities and
comply with the other conditions set forth in the
applicable indenture. The principal conditions
that we must satisfy to discharge our
obligations on any debt securities are (1) pay all
other
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sums payable with respect to the applicable
series of debt securities and (2) deliver to the
trustee an officers' certificate and an opinion of
counsel which state that the required conditions
have been satisfied.

Each indenture contains a provision that
permits our company to elect to be discharged
from all of our obligations with respect to any
class or series of debt securities then
outstanding. However, even if we effect a legal
defeasance, some of our obligations will
continue, including obligations to:

maintain and apply money
in the defeasance trust,

register the transfer or
exchange of the debt
securities,

replace mutilated,
destroyed, lost or stolen
debt securities, and

maintain a registrar and
paying agent in respect of
the debt securities.

Each indenture also permits our company
to elect to be released from our obligations
under specified covenants and from the
consequences of an event of default resulting
from a breach of those covenants. To make
either of the above elections, we must deposit in
trust with the trustee cash and/or U.S.
government obligations, if the debt securities
are denominated in U.S. dollars, and/or foreign
government securities if the debt securities are
denominated in a foreign currency, which
through the payment of principal and interest
under their terms will provide sufficient
amounts, without reinvestment, to repay in full
those debt securities. As a condition to legal
defeasance or covenant defeasance, we must
deliver to the trustee an opinion of counsel that
the holders of the debt securities will not
recognize income, gain or loss for U.S. federal
income tax purposes as a result of the deposit
and defeasance and will be subject to U.S.
federal income tax in the same amount and in
the same manner and times as would have been
the case if the deposit and defeasance had not
occurred. In the case of a legal defeasance only,
the opinion of counsel must be based on a
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ruling of the U.S. Internal Revenue Service or
other change in applicable U.S. federal income
tax law.

The indentures specify the types of U.S.
government obligations and foreign
government securities that we may deposit.

Events of Default, Notice and Waiver

Each indenture defines an event of default
with respect to any class or series of debt
securities as one or more of the following
events:

failure to pay interest on
any debt security of the
class or series for 30 days
when due;

failure to pay the principal
or any premium on any debt
securities of the class or
series when due;

failure to make any sinking
fund payment for 30 days
when due;

failure to perform any other
covenant in the debt
securities of the series or in
the applicable indenture
with respect to debt
securities of the series for
90 days after being given
notice; and occurrence of
an event of bankruptcy,
insolvency or
reorganization set forth in
the indenture.

An event of default for a particular class or
series of debt securities does not necessarily
constitute an event of default for any other class
or series of debt securities issued under an
indenture.

In the case of an event of default arising
from events of bankruptcy or insolvency set
forth in the indenture, all outstanding debt
securities will become due and payable
immediately without further action or notice. If
any other event of default as to a series of debt
securities occurs and is continuing, the trustee
or the holders of at least 25% in principal
amount of the then outstanding debt securities
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of that series may declare all the debt securities
to be due and payable immediately.
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The holders of a majority in aggregate
principal amount of the debt securities then
outstanding by notice to the trustee may on
behalf of the holders of all of the debt securities
of that series waive any existing default or
event of default and its consequences under the
applicable indenture except a continuing default
or event of default in the payment of interest
on, or the principal of, the debt securities of that
series.

Each indenture requires the trustee to,
within 90 days after the occurrence of a default
known to it with respect to any outstanding
series of debt securities, give the holders of that
class or series notice of the default if uncured or
not waived. However, the trustee may withhold
this notice if it determines in good faith that the
withholding of this notice is in the interest of
those holders, except that the trustee may not
withhold this notice in the case of a payment
default. The term "default” for the purpose of
this provision means any event that is, or after
notice or lapse of time or both would become,
an event of default with respect to debt
securities of that series.

Other than the duty to act with the required
standard of care during an event of default, a
trustee is not obligated to exercise any of its
rights or powers under the applicable indenture
at the request or direction of any of the holders
of debt securities, unless the holders have
offered to the trustee reasonable security and
indemnity. Each indenture provides that the
holders of a majority in principal amount of
outstanding debt securities of any series may
direct the time, method and place of conducting
any proceeding for any remedy available to the
trustee, or exercising any trust or other power
conferred on the trustee if the direction would
not conflict with any rule of law or with the
indenture. However, the trustee may take any
other action that it deems proper which is not
inconsistent with any direction and may decline
to follow any direction if it in good faith
determines that the directed action would
involve it in personal liability.

Each indenture includes a covenant that
we will file annually with the trustee a
certificate of no default, or specifying any
default that exists.

Modification of the Indentures

We and the applicable trustee may modify
an indenture without the consent of the holders
for limited purposes, including adding to our
covenants or events of default, establishing
forms or terms of debt securities, curing
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ambiguities and other purposes which do not
adversely affect the holders in any material
respect.

We and the applicable trustee may make
modifications and amendments to an indenture
with the consent of the holders of a majority in
principal amount of the outstanding debt
securities of all affected series. However,
without the consent of each affected holder, no
modification may:

change the stated maturity
of any debt security;

reduce the principal,
premium, if any, or rate of
interest on any debt
security;

change any place of
payment or the currency in
which any debt security is
payable;

impair the right to enforce
any payment after the stated
maturity or redemption
date;

adversely affect the terms
of any conversion right;

reduce the percentage of
holders of outstanding debt
securities of any series
required to consent to any
modification, amendment
or waiver under the
indenture;

change any of our
obligations, with respect to
outstanding debt securities
of a series, to maintain an
office or agency in the
places and for the purposes
specified in the indenture
for the series; or
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change the provisions in the
indenture that relate to its
modification or amendment
other than to increase the
percentage of outstanding
debt securities of any series
required to consent to any
modification or waiver
under the indenture.

Meetings

The indentures contain provisions for
convening meetings of the holders of debt
securities of a series. A meeting may be called
at any time by the trustee and also, upon
request, by our company or the holders of at
least 25% in principal amount of the
outstanding debt securities of a series, in any
case upon notice given in accordance with
"Notices" below. Persons holding a majority in
principal amount of the outstanding debt
securities of a series will constitute a quorum at
a meeting. A meeting called by our company or
the trustee that does not have a quorum may be
adjourned for not less than 10 days. If there is
not a quorum at the adjourned meeting, the
meeting may be further adjourned for not less
than 10 days. Any resolution presented at a
meeting at which a quorum is present may be
adopted by the affirmative vote of the holders
of a majority in principal amount of the
outstanding debt securities of that series, except
for any consent which must be given by the
holders of each debt security affected by the
modifications or amendments of an indenture
described above under "Modification of the
Indentures." However, a resolution with respect
to any request, demand, authorization,
direction, notice, consent, waiver, or other
action which may be made, given, or taken by
the holders of a specified percentage, which is
equal to or less than a majority, in principal
amount of outstanding debt securities of a series
may be adopted at a meeting at which a quorum
is present by the affirmative vote of the holders
of the specified percentage in principal amount
of the outstanding debt securities of that series.
Any resolution passed or decision taken at any
meeting of holders of debt securities of any
series duly held in accordance with an indenture
will be binding on all holders of debt securities
of that series and the related coupons. The
indentures provide that specified consents,
waivers and other actions may be given by the
holders of a specified percentage of outstanding
debt securities of all series affected by the
modification or amendment, acting as one class.
For purposes of these consents, waivers and
actions, only the principal amount of
outstanding debt securities of any series
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represented at a meeting at which a quorum is
present and voting in favor of the action will be
counted for purposes of calculating the
aggregate principal amount of outstanding debt
securities of all series affected by the
modification or amendment favoring the action.

Notices

In most instances, notices to holders of
bearer debt securities will be given by
publication at least once in a daily newspaper in
New York, New York and in London, England
and in other cities as may be specified in the
bearer debt securities and will be mailed to
those persons whose names and addresses were
previously filed with the applicable trustee,
within the time prescribed for the giving of the
notice. Notice to holders of registered debt
securities will be given by mail to the addresses
of those holders as they appear in the security
register.

Title

Title to any bearer debt securities and any
related coupons will pass by delivery. We, the
trustee, and any agent of ours or the trustee may
treat the holder of any bearer debt security or
related coupon and, prior to due presentment
for registration of transfer, the registered owner
of any registered debt security as the absolute
owner of that debt security for the purpose of
making payment and for all other purposes,
regardless of whether or not that debt security
or coupon shall be overdue and notwithstanding
any notice to the contrary.
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Replacement of Securities Coupons

Debt securities or coupons that have been
mutilated will be replaced by our company at
the expense of the holder upon surrender of the
mutilated debt security or coupon to the
security registrar. Debt securities or coupons
that become destroyed, stolen, or lost will be
replaced by our company at the expense of the
holder upon delivery to the security registrar of
evidence of its destruction, loss, or theft
satisfactory to our company and the security
registrar. In the case of a destroyed, lost, or
stolen debt security or coupon, the holder of the
debt security or coupon may be required to
provide reasonable security or indemnity to the
trustee and our company before a replacement
debt security will be issued.

Governing Law

The indentures, the debt securities, and the
coupons will be governed by, and construed
under, the laws of the State of New York
without regard to the principles of conflicts of
laws.

Concerning the Trustees

We may from time to time maintain lines
of credit, and have other customary banking
relationships, with any of the trustees.

Senior Debt Securities

The senior debt securities will rank equally
with all of our company's other unsecured and
non-subordinated debt.

Certain Covenants in the Senior Indenture

The prospectus supplement relating to a
series of senior debt securities will describe any
material covenants in respect of that series of
senior debt securities.

Subordinated Debt Securities

The subordinated debt securities will be
unsecured. The subordinated debt securities
will be subordinate in right of payment to all
senior indebtedness. In addition, claims of
creditors and preferred shareholders of our
subsidiaries generally will have priority with
respect to the assets and earnings of our
subsidiaries over the claims of our creditors,
including holders of the subordinated debt
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securities, even though those obligations may
not constitute senior indebtedness. The
subordinated debt securities, therefore, will be
effectively subordinated to creditors, including
trade creditors, and preferred shareholders of
our subsidiaries with regard to the assets of our
subsidiaries. Creditors of our subsidiaries
include trade creditors, secured creditors and
creditors holding guarantees issued by our
subsidiaries.

Unless otherwise specified in a prospectus
supplement, senior indebtedness shall mean the
principal of, premium, if any, and interest on,
all indebtedness for money borrowed by our
company and any deferrals, renewals, or
extensions of any senior indebtedness.
Indebtedness for money borrowed by our
company includes all indebtedness of another
person for money borrowed that we guarantee,
other than the subordinated debt securities,
whether outstanding on the date of execution of
the subordinated indenture or created, assumed
or incurred after the date of the subordinated
indenture. However, senior indebtedness will
not include any indebtedness that expressly
states to have the same rank as the subordinated
debt securities or to rank junior to the
subordinated debt securities. Senior
indebtedness will also not include:

any of our obligations to
our subsidiaries; and
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any liability for federal,
state, local or other taxes
owed or owing by our
company.

The senior debt securities constitute senior
indebtedness under the subordinated indenture.
A prospectus supplement will describe the
relative ranking among different series of
subordinated debt securities.

Unless otherwise specified in a prospectus
supplement, we may not make any payment on
the subordinated debt securities and may not
purchase, redeem, or retire any subordinated
debt securities if any senior indebtedness is not
paid when due or the maturity of any senior
indebtedness is accelerated as a result of a
default, unless the default has been cured or
waived and the acceleration has been rescinded
or the senior indebtedness has been paid in full.
We may, however, pay the subordinated debt
securities without regard to these limitations if
the subordinated trustee and our company
receive written notice approving the payment
from the representatives of the holders of senior
indebtedness with respect to which either of the
events set forth above has occurred and is
continuing. Unless otherwise specified in a
prospectus supplement, during the continuance
of any default with respect to any designated
senior indebtedness under which its maturity
may be accelerated immediately without further
notice or the expiration of any applicable grace
periods, we may not pay the subordinated debt
securities for 90 days after the receipt by the
subordinated trustee of written notice of a
default from the representatives of the holders
of designated senior indebtedness. If the holders
of designated senior indebtedness or the
representatives of those holders have not
accelerated the maturity of the designated
senior indebtedness at the end of the 90 day
period, we may resume payments on the
subordinated debt securities. Only one notice
may be given in any consecutive 360-day
period, irrespective of the number of defaults
with respect to designated senior indebtedness
during that period.

In the event that we pay or distribute our
company's assets to creditors upon a total or
partial liquidation, dissolution or reorganization
of our company or our company's property, the
holders of senior indebtedness will be entitled
to receive payment in full of the senior
indebtedness before the holders of subordinated
debt securities are entitled to receive any
payment. Until the senior indebtedness is paid
in full, any payment or distribution to which
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holders of subordinated debt securities would
be entitled but for the subordination provisions
of the subordinated indenture will be made to
holders of the senior indebtedness as their
interests may appear. However, holders of
subordinated debt securities will be permitted to
receive distributions of shares and debt
securities subordinated to the senior
indebtedness. If a distribution is made to
holders of subordinated debt securities that, due
to the subordination provisions, should not have
been made to them, the holders of subordinated
debt securities are required to hold it in trust for
the holders of senior indebtedness, and pay it
over to them as their interests may appear.

If payment of the subordinated debt
securities is accelerated because of an event of
default, either we or the subordinated trustee
will promptly notify the holders of senior
indebtedness or the representatives of the
holders of the acceleration. We may not pay the
subordinated debt securities until five business
days after the holders or the representatives of
the senior indebtedness receive notice of the
acceleration. Afterwards, we may pay the
subordinated debt securities only if the
subordination provisions of the subordinated
indenture otherwise permit payment at that
time.

As a result of the subordination provisions
contained in the subordinated indenture, in the
event of insolvency, our creditors who are
holders of senior indebtedness may recover
more, ratably, than the holders of subordinated
debt securities. In addition, our creditors who
are not holders of senior indebtedness may
recover less, ratably, than holders of senior
indebtedness and may recover more, ratably,
than the holders of subordinated indebtedness.

The prospectus supplement relating to a
series of subordinated debt securities will
describe any material covenants in respect of
any series of subordinated debt securities.
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DESCRIPTION OF PREFERENCE
SHARES

The following is a description of the
material general terms and provisions of the
preference shares. The particular terms of any
class or series of preference shares will be
described in the applicable prospectus
supplement.

The following summary of terms of our
preference shares is not complete. You should
refer to the provisions of our Memorandum of
Association, the Articles of Association and the
resolutions of the Board of Directors relating to
the approval and terms of each class or series of
the preference shares which will be filed with
the SEC at or prior to the time of issuance of a
class or series of the preference shares.

We are authorized to issue up to
75,000,000 shares of our company, par value
$.01 per share. The Board of Directors has the
power to designate whether an issue of shares
shall be ordinary shares or preference shares.
As of July 1, 2004, 47,402,779 ordinary shares
were outstanding and no preference shares were
outstanding. Subject to limitations prescribed
by law, the Board of Directors is authorized at
any time to:

issue one or more classes or
series of preference shares;

determine the designation
for any class or series of
preference shares; and

determine the number of
shares in any class or series.

The Board of Directors in
approving the issuance of a
class or series of preference
shares shall determine, and
the applicable prospectus
supplement will set forth
with respect to the class or
series, the following:

whether dividends on that
class or series of preference
shares will be cumulative or
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non-cumulative;

the dividend rate and rights
in respect of dividends on
the preference shares of that
class or series;

the liquidation preference
per share of that class or
series of preference shares,
if any;

the voting powers, if any, of
the preference shares of that
class or series;

any redemption and sinking
fund provisions applicable
to that class or series of
preference shares;

any conversion provisions
applicable to that class or
series of preference shares;

the terms of any other
preferences or other rights
and limitations, if any,
applicable to that class or
series of preference shares.

Dividends

Holders of preference shares will be
entitled to receive, when, as and if declared by
the Board of Directors, dividends at the rates
and on the dates as set forth in the prospectus
supplement. Except as set forth below, no
dividends will be declared or paid on any class
or series of preference shares unless full
dividends for all classes or series of preference
shares which have the same rank as, or rank
senior to, that class or series of preference
shares, including any unpaid cumulative
dividends, have been or contemporaneously are
declared and paid. When those dividends are
not paid in full, dividends will be declared pro
rata so that the amount of dividends declared
per share on that class or series of preference
shares and on each other class or series of
preference shares having the same rank as, or
ranking senior to, that class or series of
preference shares will in all cases bear to each
other the same ratio that accrued dividends per
share on that class or series of preference shares
and the other
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preference shares bear to each other. In
addition, generally, unless all dividends on the
preference shares have been paid, no dividends
will be declared or paid on the ordinary shares
and generally we may not redeem or purchase
any ordinary shares.

Convertibility

No class or series of preference shares will
be convertible into, or exchangeable for, other
securities or property except as set forth in the
prospectus supplement.

Redemption and Sinking Fund

No class or series of preference shares will
be redeemable or receive the benefit of a
sinking fund except as set forth in the
prospectus supplement.

Liquidation

In the event we voluntarily or involuntarily
liquidate, dissolve, or wind up our affairs, the
holders of each class or series of preference
shares will be entitled to receive the liquidation
preference per share specified in the prospectus
supplement plus an amount equal to accrued
and unpaid dividends, if any, before any
distribution to the holders of ordinary shares. If
the amounts payable with respect to preference
shares are not paid in full, the holders of
preference shares will share ratably in any
distribution of assets based upon the aggregate
liquidation preference for all outstanding shares
for each class or series. After the holders of
preference shares are paid in full, they will have
no right or claim to any of our remaining assets.

Voting

Except as indicated below or in the
prospectus supplement, the holders of
preference shares will not be entitled to vote. If
the equivalent of six quarterly dividends
payable on any class or series of preference
shares is in default, the number of directors
constituting our Board of Directors will be
increased by two and the holders of that class or
series of preference shares, voting together as a
class with all other classes or series of
preference shares entitled to vote on the
election of directors, will be entitled to elect
those additional directors. In the event of a
default, the Board of Directors will call a
special meeting for the holders of all affected
classes or series within 10 business days of the
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default for the purpose of electing the additional
directors. Alternatively, the holders of record of
a majority of the outstanding shares of all
affected classes or series who are entitled to
participate in the election of directors may elect
the additional directors by written consent. If all
accumulated dividends on any class or series of
preference shares have been paid in full, the
holders of shares of that class or series will no
longer have the right to vote on directors and
the term of office of each director so elected
will terminate and the number of our directors
will, without further action, be reduced by two.

The majority vote of the holders of
two-thirds of the outstanding shares of each
class or series of preference shares voting
together as a class, is required to authorize any
amendment, alteration or repeal of the Articles
of Association, the Memorandum of
Association or the adoption of a special
resolution by the shareholders of our company
which would adversely affect the powers,
preferences or special rights of the preference
shares, including authorizing any class or series
of shares with superior dividend and liquidation
preferences.

Miscellaneous

The holders of preference shares will have
no preemptive rights. The preference shares,
when issued, will be fully paid and
nonassessable. Preference shares that we
redeem or otherwise reacquire will resume the
status of authorized and unissued shares of
share capital undesignated as to class or series,
and will be available for subsequent issuance.
There are no restrictions on repurchase or
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redemption of the preference shares while there
is any arrearage on sinking fund installments
except as may be set forth in a prospectus
supplement. Neither the par value nor the
liquidation preference is indicative of the price
at which the preference shares will actually
trade on or after the date of issuance. Payment
of dividends on any class or series of preference
shares may be restricted by loan agreements,
indentures and other transactions we may enter
nto.

No Other Rights

The shares of a class or series of
preference shares will not have any preferences,
voting powers or relative, participating,
optional or other special rights except as set
forth above or in the prospectus supplement, the
Memorandum of Association, the Articles of
Association, the Board of Directors' resolution
approving the issuance of preference shares or
as otherwise required by law.

Transfer Agent and Registrar

The transfer agent for each class or series
of preference shares will be described in the
prospectus supplement.

DESCRIPTION OF DEPOSITARY
SHARES

We may, at our option, elect to offer
fractional shares of preference shares, rather
than full shares of preference shares. If we do,
we will issue to the public receipts for
depositary shares and each of these depositary
shares will represent a fraction of a share of a
particular class or series of preference shares.
Each owner of a depositary share will be
entitled, in proportion to the applicable
fractional interest in shares of preference shares
overlying that depositary share, to all rights and
preferences of the preference shares overlying
that depositary share. Those rights may include
dividend, voting, redemption and liquidation
rights. The particular terms of any depositary
shares will be described in the applicable
prospectus supplement.

The shares of preference shares overlying
the depositary shares will be deposited with a
bank or trust company selected by us under a
deposit agreement between us and the
depositary. A depositary receipt will evidence
the depositary shares issued under the deposit
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agreement. The depositary will be the transfer
agent, registrar, and dividend disbursing agent
for the depositary shares.

Holders of depositary receipts will agree to
be bound by the deposit agreement. Any actions
required to be taken by holders of depositary
receipts, including filing proof of residence and
paying applicable charges, will be set forth in
the deposit agreement.

The following summary of the material
provisions of the depositary shares contained in
this prospectus is not complete. You should
refer to the forms of the deposit agreement, and
the Board of Directors' resolutions approving
the issuance of the depositary shares for the
applicable class or series of preference shares
that are, or will be, filed with the SEC.

Dividends

The depositary will distribute all cash
dividends or other cash distributions received in
respect of the class or series of preference
shares overlying the depositary shares to the
record holders of depositary receipts in
proportion to the number of depositary shares
owned by those holders on the relevant record
date, which will be the same date as the record
date for the preference shares.

In the event of a distribution other than in
cash, the depositary will distribute property
received by it to the record holders of
depositary receipts that are entitled to receive
the distribution, unless the depositary
determines that it is not feasible to make the
distribution. If this occurs, the depositary may,
with our approval, adopt another method for the
distribution, including selling the property and
distributing the net proceeds to the holders.
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Liquidation Preference

In the event of our voluntary or
involuntary liquidation, dissolution or winding
up, the holders of each depositary share will be
entitled to receive the fraction of the liquidation
preference accorded each share of the
applicable class or series of preference shares,
as set forth in the prospectus supplement.

Redemption

If a class or series of preference shares
overlying the depositary shares is subject to
redemption, the depositary shares will be
redeemed from the proceeds received by the
depositary resulting from the redemption, in
whole or in part, of preference shares held by
the depositary. Whenever we redeem any
preference shares held by the depositary, the
depositary will redeem, as of the same
redemption date, the number of depositary
shares representing the preference shares so
redeemed. The depositary will mail the notice
of redemption to the record holders of the
depositary receipts promptly upon receiving the
notice from our company and not less than 35
nor more than 60 days prior to the date fixed for
redemption of the preference shares and the
depositary shares.

Voting

Upon receipt of notice of any meeting at
which the holders of preference shares are
entitled to vote, the depositary will mail the
information contained in the notice of meeting
to the record holders of the depositary receipts
underlying the preference shares. Each record
holder of those depositary receipts on the record
date will be entitled to instruct the depositary as
to the exercise of the voting rights pertaining to
the amount of preference shares overlying that
holder's depositary shares. The record date for
depositary receipts will be the same date as the
record date for the preference shares. The
depositary will try, as far as practicable, to vote
the preference shares overlying the depositary
shares in accordance with the provided
instructions, and we will agree to take all action
which may be deemed necessary by the
depositary in order to enable the depositary to
do so. The depositary will not vote the
preference shares to the extent that it does not
receive specific instructions from the holders of
depositary receipts.

Withdrawal of Preference Shares
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Owners of depositary shares are entitled,
upon surrender of depositary receipts at the
principal office of the depositary and payment
of any unpaid amount due the depositary, to
receive the number of whole shares of
preference shares overlying the depositary
shares. Partial shares of preference shares will
not be issued. Holders of preference shares will
not be entitled to deposit the shares under the
deposit agreement to receive depositary receipts
evidencing depositary shares for the preference
shares.

Amendment and Termination of Deposit
Agreement

The form of depositary receipt evidencing
the depositary shares and any provision of the
deposit agreement may be amended at any time
and from time to time by agreement between
our company and the depositary. However, any
amendment which materially and adversely
alters the rights of the holders of depositary
shares, other than any change in fees, will not
be effective unless the amendment has been
approved by at least a majority of the
depositary shares then outstanding. The deposit
agreement may be terminated by our company
or the depositary only if (1) all outstanding
depositary shares have been redeemed or
(2) there has been a final distribution in respect
of the preference shares in connection with our
dissolution and the distribution has been made
to all the holders of depositary shares.
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Charges of Depositary

We will pay all transfer and other taxes
and governmental charges arising solely from
the existence of the depositary arrangements.
We will also pay charges of the depositary in
connection with the initial deposit of the
preference shares and the initial issuance of the
depositary shares, any redemption of the
preference shares and all withdrawals of
preference shares by owners of depositary
shares. Holders of depositary receipts will pay
transfer, income and other taxes and
governmental charges and other applicable
charges as provided in the deposit agreement to
be for their accounts. The deposit agreement
may list circumstances under which the
depositary may refuse to transfer depositary
shares, withhold dividends and distributions,
and sell the depositary shares evidenced by
depositary receipt if the charges are not paid.

Miscellaneous

The depositary will forward to the holders
of depositary receipts all reports and
communications we deliver to the depositary
that we are required to furnish to the holders of
the preference shares. In addition, the
depositary will make available for inspection by
holders of depositary receipts at the principal
office of the depositary, and at other places as it
may from time to time deem advisable, any
reports and communications we deliver to the
depositary as the holder of preference shares.

Neither we nor the depositary will be
liable if either of us are prevented or delayed by
law or any circumstance beyond our control in
performing our respective obligations under the
Deposit Agreement. Our obligations and those
of the depositary will be limited to performance
in good faith of our respective duties under the
Deposit Agreement. Neither we nor the
depositary will be obligated to prosecute or
defend any legal proceeding in respect of any
depositary shares or preference shares unless
satisfactory indemnity is furnished. We and the
depositary may rely on written advice of
counsel or accountants, on information
provided by holders of depositary receipts or
other persons believed in good faith to be
competent to give that information, and on
documents believed to be genuine and to have
been signed or presented by the proper party or
parties.

Resignation and Removal of Depositary
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The depositary may resign at any time by
delivering a notice to our company of its
election to do so. We may remove the
depositary at any time. Any resignation or
removal will take effect upon the appointment
of a successor depositary and its acceptance of
the appointment. The successor depositary must
be appointed within 60 days after delivery of
the notice for resignation or removal and must
be a bank or trust company having its principal
office in the United States of America and
having a combined capital and surplus of at
least $50,000,000.

Federal Income Tax Consequences

Owners of the depositary shares will be
treated for federal income tax purposes as if
they were owners of the preference shares
overlying the depositary shares. Accordingly,
those owners will be entitled to take into
account for federal income tax purposes income
and deductions to which they would be entitled
if they were holders of the overlying preference
shares. In addition:

no gain or loss will be
recognized for federal
income tax purposes upon
the withdrawal of
preference shares in
exchange for depositary
shares,

the tax basis of each share
of preference shares to an
exchanging owner of
depositary shares will, upon
exchange, be the same as
the aggregate tax basis of
the depositary shares
exchanged, and

the holding period for
preference shares in the
hands of an exchanging
owner of depositary shares
will include the period
during which that person
owned the depositary
shares.

32

Table of Contents 99



Table of Contents

Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

DESCRIPTION OF ORDINARY SHARES

As of the date of this prospectus, our
authorized share capital consists of one class of
75,000,000 ordinary shares, par value $.01 per
share, of which 47,402,779 ordinary shares
were outstanding as of July 21, 2004.

The ordinary shares offered by this
prospectus are validly issued, fully paid and
nonassessable. There are no provisions of
Cayman Islands law, our Memorandum of
Association (the "Memorandum") or our
Articles of Association (the "Articles") which
impose any limitation on the rights of
shareholders to hold or vote ordinary shares by
reason of their not being resident in the Cayman
Islands.

Dividends

Holders of ordinary shares are entitled to
receive dividends ratably when and as declared
by the Board of Directors. The right to receive
dividends is also subject to the rights of holders
of preference shares, if any.

Liquidation

In the event of any dissolution, liquidation
or winding up of Apex Limited, whether
voluntary or involuntary, after there shall have
been paid or set aside for payment to the
holders of any outstanding shares ranking
senior to the shares as to distribution on
liquidation, distribution or winding up, the full
amount to which they shall be entitled, the
holders of the then outstanding ordinary shares

shall be entitled to receive, pro rata according
to the number of ordinary shares registered in
the names of such shareholders, any of our
remaining assets available for distribution to
our shareholders; provided, if, at such time, the
holder of ordinary shares has any outstanding
debts, liabilities or engagements to or with us
(whether presently payable or not, either alone
or jointly with any other person, whether a
shareholder or not (including, without
limitation, any liability associated with the
unpaid purchase price of such ordinary shares)),
the liquidator appointed to oversee our
liquidation shall deduct from the amount
payable in respect of such ordinary shares the
aggregate amount of such debts, liabilities and
engagements and apply such amount to any of
such holder's debts, liabilities or engagements
to or with us (whether presently payable or not).
The liquidator may distribute, in kind, to the
holders of the ordinary shares remaining assets

100



Table of Contents

Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

or may sell, transfer or otherwise dispose of all
or any part of such remaining assets to any
other corporation, trust or entity and receive
payment therefor in cash, shares or obligations
of such other corporation, trust or entity or any
combination thereof, and may sell all or any
part of the consideration so received, and may
distribute the consideration received or any
balance or proceeds thereof to holders of the
ordinary shares.

Voting Rights

The Articles provide that the quorum
required for a general meeting of the
shareholders is not less than one shareholder
present in person or by proxy holding at least
50 percent of the issued and outstanding shares
entitled to vote at such meeting. Subject to
applicable law and any provision of the Articles
requiring a greater majority, we may from time
to time by special resolution alter or amend the
Memorandum or Articles; voluntarily liquidate,
dissolve or wind-up our affairs; reduce our
share capital or any capital, redemption or
reserve funds, or any share premium account;
or change our name or alter our objects.

Each shareholder is entitled to one vote per
share on all matters submitted to a vote of
shareholders at any such meeting. All matters,
including the election of directors, voted upon
at any duly held shareholders' meeting shall be
carried by ordinary resolution, except
(i) approval of a merger, consolidation or
amalgamation which requires (in addition to
any regulatory or court approvals) the approval
of at least seventy-five percent of the
outstanding voting shares, voting together as a
single
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class; (ii) any matter that must be approved by
special resolution, including any amendment of
the Memorandum and Articles; and (iii) as
otherwise provided in the Articles. A special
resolution requires the approval of at least
two-thirds of the votes cast by holders of the
outstanding voting shares voting together as a s
ingle class represented in person or by proxy at
a duly convened meeting. An ordinary
resolution requires the approval of a simple
majority of votes cast at a meeting of
shareholders represented in person or by proxy.

The Articles provide that, except as
otherwise required by law and subject to the
rights of the holders of any class or series of
shares we have issued having a preference over
the ordinary shares as to dividends or upon
liquidation to elect directors in specified
circumstances, extraordinary general meetings
of the shareholders may be called only by

(1) the directors or (ii) at the request in writing
of shareholders owning at least 25 percent of
the outstanding shares generally entitled to
vote.

The ordinary shares have noncumulative
voting rights, which means that the holders of a
majority of the ordinary shares may elect all of
our directors and, in such event, the holders of
the remaining ordinary shares will not be able
to elect any directors. Our board of directors is
presently divided into three classes, of three
directors each. At present, each class is elected
for a term of three years, with the result that
shareholders will not vote for the election of a
majority of directors in any single year.
Pursuant to the Articles, directors may be
removed by the shareholders only with the vote
of 80 percent of the outstanding shares
generally entitled to vote. The classified board
provision and the removal of directors by
shareholder provision can only be amended
with the vote of 80 percent of the outstanding
shares generally entitled to vote.

This classified board provision could
prevent a party who acquires control of a
majority of the outstanding voting power from
obtaining control of the board of directors until
the second annual shareholders meeting
following the date the acquirer obtains the
controlling share interest. The classified board
provision could have the effect of discouraging
a potential acquirer from making a tender offer
or otherwise attempting to obtain control of us
and could thus increase the likelihood that
incumbent directors will retain their positions.
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Preemptive Rights

No holder of our outstanding shares shall,
by reason of such holding, have any preemptive
rights to subscribe to any additional issue of
shares of any class or series nor to any security
convertible into such shares.

Transfer of Shares

The Articles also provide that the board of
directors may suspend the registration of
transfers of ordinary shares for such periods as
the board of directors may determine, but shall
not suspend the registration of transfers for
more than 40 days.

Other Class or Series of Shares

The Articles authorize the directors to
create and issue one or more classes or series of
shares and determine the rights and preferences
of each such class or series, to the extent
permitted by the Articles and applicable law.
There are no other classes or series of shares
outstanding.

Transfer Agent

Our registrar and transfer agent for all
ordinary shares is American Stock Transfer &
Trust Company.
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Differences in Corporate Law

The Companies Law (2003 Revision) (the
"Companies Law") of the Cayman Islands is
modeled after that of England, and differs in
certain respects from such laws generally
applicable to United States corporations and
their shareholders. Set forth below is a
summary of certain significant provisions of the
Companies Law (including such modifications
thereto adopted pursuant to the Articles)
applicable to us which differ from provisions
generally applicable to United States
corporations and their shareholders. These
statements are a brief summary of certain
significant provisions of the Companies Law
and, as such, do not deal with all aspects of
every law that may be relevant to corporations
and their shareholders.

Interested Directors

Our Articles provide that any transaction
we enter into in which a director has an interest
is not voidable by us nor can such director be
liable to us for any profit realized pursuant to
such transaction. A director having an interest
in a transaction is entitled to vote in respect of
such transaction provided the nature of the
interest is disclosed at or prior to the vote on
such transaction.

Mergers and Similar Arrangements

We may acquire the business of another
company and carry on such business when it is
within the objects of the Memorandum. The
approval of the holders of at least 75 percent of
the outstanding shares entitled to vote, voting
together as a single class, at a meeting called
for such purpose is required for us to (i) merge,
consolidate or amalgamate with another
company, (ii) reorganize or reconstruct us
pursuant to a plan sanctioned by the Cayman
Islands courts or (iii) sell, lease or exchange all
or substantially all of our assets, except in the
case of a transaction between us and any entity
which we, directly or indirectly, control. In
order to merge or amalgamate with another
company or to reorganize and reconstruct itself,
as a general rule, the relevant plan would need
to be approved in accordance with the
provisions of the Companies Law by the
holders of not less than 75 percent of the votes
cast at a general meeting called for such
purpose and thereafter sanctioned by the
Cayman Islands court. In respect of such a court
sanctioned reorganization, while a dissenting
shareholder may have the right to express to a
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Cayman Islands court his view that the
transaction sought to be approved would not
provide the shareholders with the fair value of
their shares, (i) the court ordinarily would not
disapprove the transaction on that ground
absent other evidence of fraud or bad faith, and
(ii) if the transaction were approved and
consummated, the dissenting shareholder would
have no rights comparable to the appraisal
rights (as here defined, rights to receive
payment in cash for the judicially determined
value of their shares) ordinarily available to
dissenting shareholders of Untied States
corporations.

Shareholders' Suits

There does not appear to be any history of
either a class action or a derivative action ever
having been brought by shareholders in the
Cayman Islands courts. There has, however,
until recently been no official law reporting in
the Cayman Islands and actions subject to the
Confidential Relationships (Preservation) Law
of 1976, as amended, are held in closed court.
However, in this regard, the Cayman Islands
courts ordinarily would be expected to follow
English precedent, which would permit a
minority shareholder to commence an action
against or a derivative action in the name of the
corporation only (i) where the act complained
of is alleged to be beyond the corporate power
of the corporation or illegal, (ii) where the act
complained of is alleged to constitute a fraud
against the minority perpetrated by those in
control of the corporation, (iii) where the act
requires approval by a greater percentage of the
corporation's shareholders than actually
approved it, or (iv) where there is an absolute
necessity to waive the general rule that a
shareholder may not bring such an action in
order that there not be a denial of justice or a
violation of the corporation's memorandum of
association.
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Indemnification; Exculpation

Cayman Islands law does not limit the
extent to which a company's Articles of
Association may provide for the
indemnification of officers and directors, except
to the extent that such provision may be held by
the Cayman Islands courts to be contrary to
public policy (for instance, for purporting to
provide indemnification against the
consequences of committing a crime). In
addition, an officer or director may not be
indemnified for fraud or willful default.

Our Articles contain provisions providing
for the indemnity by us of an officer, director,
consultant, employee or agent of ours for
threatened, pending or contemplated actions,
suits or proceedings, whether civil, criminal,
administrative or investigative (including,
without limitation, an action by or the right of
the company), brought against such
indemnified person by reason of the fact that
such person was an officer, director, consultant,
employee or agent of ours. In addition, the
board of directors may authorize us to purchase
and maintain insurance on behalf of any such
person against any liability asserted against him
and incurred by him in any such capacity, or
arising out of his status as such, whether or not
we would have the power to indemnify him
against such liability under the provisions of the
Articles.

We also purchase directors and officers
liability insurance from third parties for our
directors and officers. Our Articles provide that
our directors and officers shall have no liability
(1) for the acts, receipts, neglects, defaults or
omissions of any other such director or officer
or agent of ours or (ii) by reason of his having
joined in any receipt for money not received by
him personally or (iii) for any loss on account
of defect of title to any of our property or
(iv) on account of the insufficiency of any
security in or upon which any money of ours
shall be invested or (v) for any loss incurred
through any bank, broker or other agent or
(vi) for any loss occasioned by any negligence,
default, breach of duty, breach of trust, error of
judgment or oversight on his part or (vii) for
any loss, damage or misfortune whatsoever
which may happen in or arise from the
execution or discharge of the duties, powers,
authorities, or discretions of his office or in
relation thereto, unless the same shall happen
through his own dishonesty.

Inspection of Books and Records
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Shareholders of a Cayman Islands
company have no general rights to inspect or
obtain copies of the list of shareholders or
corporate records of a corporation.

Anti-Takeover Effects of Articles of
Association

The Articles contain certain provisions that
make more difficult the acquisition of control of
us by means of a tender offer, open market
purchase, a proxy fight or otherwise. These
provisions are designed to encourage persons
seeking to acquire control of us to negotiate
with the directors. The directors believe that, as
a general rule, the interests of our shareholders
would be best served if any change in control
results from negotiations with the directors. The
directors would negotiate based upon careful
consideration of the proposed terms, such as the
price to be paid to shareholders, the form of
consideration to be paid and the anticipated tax
effects of the transaction. However, these
provisions could have the effect of discouraging
a prospective acquirer from making a tender
offer or otherwise attempting to obtain control
of us. To the extent these provisions discourage
takeover attempts, they could deprive
shareholders of opportunities to realize takeover
premiums for their shares or could depress the
market price of the shares.

In addition to those provisions of the
Articles discussed above, set forth below is a
description of other relevant provisions of the
Articles. The descriptions are intended as a
summary only and are qualified in their entirety
by reference to the Articles.
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Shareholder Action by Written
Consent

Cayman law permits shareholders to act by
unanimous written consent.

Availability of Our Ordinary Shares
for Future Issuances

The availability for issue of shares by our
directors without further action by shareholders
(except as may be required by applicable stock
exchange requirements) could be viewed as
enabling the directors to make more difficult a
change in control of us, including by issuing
warrants or rights to acquire shares to
discourage or defeat unsolicited share
accumulation programs and acquisition
proposals and by issuing shares in a private
placement or public offering to dilute or deter
share ownership of persons seeking to obtain
control of us.

Shareholder Proposals

The Articles provide that if a shareholder
desires to submit a proposal for consideration at
an annual general meeting or extraordinary
general meeting, or to nominate persons for
election as directors, written notice of such
shareholder's intent to make such a proposal or
nomination must be given and received by our
secretary at our principal executive offices not
later than (i) with respect to an annual general
meeting, 60 days prior to the anniversary date
of the immediately preceding annual general
meeting and (ii) with respect to an
extraordinary general meeting, the close of
business on the tenth day following the date on
which notice of such meeting is first sent or
given to shareholders. The notice must describe
the proposal or nomination in sufficient detail
for a proposal or nomination to be summarized
on the agenda for the meeting and must set
forth (i) the name and address of the
shareholder, (ii) a representation that the
shareholder is a holder of record of our shares
entitled to vote at such meeting and intends to
appear in person or by proxy at the meeting to
present such proposal or nomination, and
(iii) the class and number of our shares which
are beneficially owned by the shareholder. In
addition, the notice must set forth the reasons
for conducting such proposed business at the
meeting and any material interest of the
shareholder in such business. In the case of a
nomination of any person for election as a
director, the notice shall set forth: (i) the name
and address of any person to be nominated;
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(ii) a description of all arrangements or
understandings between the shareholder and
each nominee and any other person or persons,
(iii) such other information regarding such
nominee proposed by such shareholder as
would be required to be included in a proxy
statement filed pursuant to Regulation 14A
under the Exchange Act, whether or not we are
then subject to such Regulation; and (iv) the
consent of each nominee to serve as a director,
if so elected. The presiding officer of the annual
general meeting or extraordinary general
meeting shall, if the facts warrant, refuse to
acknowledge a proposal or nomination not
made in compliance with the foregoing
procedure.

The advance notice requirements
regulating shareholder nominations and
proposals may have the effect of precluding a
contest for the election of directors or the
introduction of a shareholder proposal if the
procedures summarized above are not followed
and may discourage or deter a third party from
conducting a solicitation of proxies to elect its
own slate of directors or to introduce a
proposal.

DESCRIPTION OF WARRANTS
Presently Outstanding Warrants

We have 450,000 warrants for the
purchase of ordinary shares outstanding as of
July 21, 2004. Each of our outstanding warrants
are exercisable for one ordinary share at an
initial exercise price ranging from $12.92 to
$20.79 per share, subject to any adjustments
made pursuant to the warrant agreements. Our
outstanding warrants will expire on various
dates ranging from April 1, 2008 to
September 27, 2009. Our outstanding warrants
are subject to warrant agreements that contains
terms that, other than the exercise price and the
expiration date, are similar to the terms of the
warrant agreement by which the warrants to be
issued under this prospectus will be governed.
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Warrants that May be Issued

We may issue warrants independently or
together with preference shares or ordinary
shares and may attach warrants to any offered
securities. Each class or series of warrants will
be issued under a separate warrant agreement to
be entered into between our company and a
bank or trust company, as warrant agent. The
warrant agent will act solely as our agent in
connection with the warrants and will not have
any obligation or relationship of agency or trust
for or with any holders or beneficial owners of
warrants. This summary of the material
provisions of the warrants is not complete. You
should refer to the provisions of the warrant
agreement that will be filed with the SEC in
connection with the offering of warrants for the
complete terms of the warrant agreement.

The prospectus supplement relating to a
particular issue of warrants to issue ordinary
shares or preference shares will describe the
terms of the warrants, including the following:

the title of the warrants;

the offering price for the
warrants, if any;

the aggregate number of the
warrants;

the securities or other rights
(including rights to receive
payments in cash or
securities based on the
value, rate or price of one
or more specified
commodities, currencies or
indices), purchasable upon
exercise of such warrants;

if applicable, the
designation and terms of
the securities that the
warrants are issued with
and the number of warrants
issued with each security;

if applicable, the date from
and after which the
warrants and any securities



Table of Contents

Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

issued with the warrants
will be separately
transferable;

the dates on which the right
to exercise the warrants
shall commence and expire;

if applicable, the minimum
or maximum amount of the
warrants that may be
exercised at any one time;

the price at which and the
currency or currencies,
including composite
currencies, in which the
securities or other rights
purchasable upon exercise
of such warrants may be
purchased;

if applicable, a discussion
of material U.S. federal
income tax considerations;

the antidilution provisions
of the warrants, if any;

the redemption or call
provisions, if any,
applicable to the warrants;
and

any additional terms of the
warrants, including terms,
procedures and limitations
relating to the exchange and
exercise of the warrants.

DESCRIPTION OF ORDINARY SHARE
PURCHASE RIGHTS

General

We may issue ordinary share purchase
rights. The ordinary share purchase rights may
be issued independently or together with any
other security and may or may not be
transferable by the purchaser receiving the
ordinary share purchase rights. In connection
with an ordinary share purchase rights offering
to our shareholders, certificates evidencing the

111



Edgar Filing: ILLINOIS TOOL WORKS INC - Form 424B5

ordinary share purchase rights and a prospectus
supplement will be distributed to our
shareholders on the record date set by us for
receiving ordinary share purchase rights.
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The prospectus supplement relating to an
ordinary share purchase rights offering will
describe the following terms of the ordinary
share purchase rights in respect of which this
prospectus is being delivered:

the exercise price for the
ordinary share purchase
rights;

the number of ordinary
share purchase rights issued
to each shareholder;

the extent to which the
ordinary share purchase
rights are transferable;

if applicable, a discussion
of the material U.S. federal
income tax considerations
applicable to the issuance
or exercise of the ordinary
share purchase rights;

any other terms of the
ordinary share purchase
rights, including terms,
procedures and limitations
relating to the exchange and
exercise of the ordinary
share purchase rights; the
date on which the right to
exercise the ordinary share
purchase rights shall
commence, and the date on
which the right shall expire;

the extent to which the
ordinary share purchase
rights includes an
over-subscription privilege
with respect to
unsubscribed securities; and

if applicable, the material
terms of any standby
underwriting arrangement
entered into by us in
connection with the
ordinary share purchase
rights offering.
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Exercise of the Ordinary Share Purchase
Rights

Holders of ordinary share purchase rights
will be entitled to purchase for cash a principal
amount of ordinary shares at an exercise price
set forth in, or be determinable as set forth in,
the prospectus supplement relating to the
ordinary share purchase rights offering. The
ordinary share purchase rights may be exercised
at any time up to the close of business on the
expiration date for the ordinary share purchase
rights set forth in the prospectus supplement.

After the close of business on the
expiration date, all unexercised ordinary share
purchase rights will become void.

The ordinary share purchase rights may be
exercised as set forth in the prospectus
supplement relating to the ordinary share
purchase rights offering.

Upon receipt of payment and the ordinary
share purchase rights certificate properly
completed and duly executed at the corporate
trust office of the agent for the ordinary share
purchase rights or any other office indicated in
the prospectus supplement, we will, as soon as
practicable, forward the ordinary shares
purchasable upon exercise. In the event that not
all of the ordinary share purchase rights issued
in any ordinary share purchase rights offering
are exercised, we may decide to offer any
unsubscribed ordinary shares directly to persons
other than shareholders, to or through agents,
underwriters or dealers or under standby
underwriting arrangements or through a
combination of these methods, as set forth in
the applicable prospectus supplement.

PLAN OF DISTRIBUTION

We may sell the securities to or through
underwriters or dealers, directly to other
purchasers or through agents. A prospectus
supplement will set forth the names of the
underwriters, dealers or agents, if any, and any
applicable commissions or discounts. In
addition, we may from time to time distribute
the ordinary share purchase rights and issue
ordinary shares directly to purchasers or
through agents in connection with the exercise
of ordinary share purchase rights. In addition, in
connection with any ordinary share purchase
rights offering to our shareholders, we may
enter into a standby underwriting arrangement
with one or more underwriters under which the
underwriter will purchase any ordinary shares
remaining unsubscribed for after the ordinary
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share purchase rights offering. We
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may also offer and sell securities directly to
investors, through a specific bidding, auction or
other process.

From time to time, we may exchange
securities for indebtedness or other securities
that we may have outstanding. In addition, we
may issue the securities as a dividend or
distribution or in a subscription rights offering
to our existing security holders. In some cases,
dealers acting on our behalf may also purchase
securities and reoffer them to the public by one
or more of the methods described above. We
may also enter into derivative transactions with
third parties, or sell securities not covered by
this prospectus to third parties in privately
negotiated transactions. If the applicable
prospectus supplement indicates, in connection
with those derivatives, the third parties may sell
securities covered by this prospectus and the
applicable prospectus supplement, including in
short sale transactions. If so, the third party may
use securities pledged by us or borrowed from
us or others to settle those sales or to close out
any related open borrowings of stock, and may
use securities received from us in settlement of
those derivatives to close out any related open
borrowings of stock. The third party in such
sale transactions will be an underwriter and, if
not identified in this prospectus, will be
identified in the applicable prospectus
supplement (or a post-effective amendment). In
addition, such third parties or their affiliates
may issue securities convertible or
exchangeable into, or the return of which is
derived in whole or in part from the value of,
our ordinary shares. If the applicable prospectus
supplement indicates, this prospectus may be
used in connection with the offering of such
securities.

The applicable prospectus supplement will
set forth the terms of the offering of the
securities, including the following:

the name or names of any
underwriters;

the purchase price and the
proceeds which we will
receive from the sale;

any underwriting discounts
and other items constituting
underwriters'
compensation;
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any initial public offering
price and any discounts or
concessions allowed or
reallowed or paid to
dealers; and

any securities exchanges on
which the securities of a
class or series may be
listed.

We will bear all costs, fees and expenses
incurred in connection with the registration of
the offering of securities under this prospectus.

Securities may be sold directly by us or
through agents designated by us from time to
time. Any agent involved in the offer or sale of
the securities in respect of which this
prospectus is delivered will be named, and any
commissions payable by our company to any
agent will be set forth, in the prospectus
supplement. Unless otherwise indicated in the
prospectus supplement, any agent will be acting
on a best efforts basis for the period of its
appointment.

If underwriters are used in the sale, the
securities will be acquired by the underwriters
for their own account and may be resold from
time to time in one or more transactions,
including negotiated transactions, at a fixed
public offering price or at varying prices
determined at the time of sale. The securities
may be either offered to the public through
underwriting syndicates represented by
managing underwriters or by underwriters
without a syndicate. The obligations of the
underwriters to purchase securities will be
subject to the conditions precedent agreed to by
the parties and the underwriters will be
obligated to purchase all the securities of a class
or series if any are purchased. Any initial public
offering price and any discounts or concessions
allowed or reallowed or paid to dealers may be
changed from time to time.

Any underwriter, dealer or agent who
participates in the distribution of an offering of
securities may be considered by the SEC to be
an "underwriter" under the Securities Act. Any
discounts or commissions received by an
underwriter, dealer or agent on the sale or resale
of securities may be
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considered by the SEC to be underwriting
discounts and commissions under the Securities
Act. We may agree to indemnify any
underwriters, dealers and agents against or
contribute to any payments the underwriters,
dealers or agents may be required to make with
respect to, civil liabilities, including liabilities
under the Securities Act. Underwriters and
agents and their affiliates are permitted to be
customers of, engage in transactions with, or
perform services for us and our affiliates in the
ordinary course of business.

In connection with an offering of securities
under this prospectus, the underwriters may
purchase and sell securities in the open market.
These transactions may include short sales,
stabilizing transactions and purchases to cover
positions created by short sales. Short sales
involve the sale by the underwriters of a greater
number of securities than they are required to
purchase in an offering. Stabilizing transactions
consist of certain bids or purchases made for
the purpose of preventing or retarding a decline
in the market price of the securities while an
offering is in progress.

The underwriters also may impose a
penalty bid. This occurs when a particular
underwriter repays to the underwriters a portion
of the underwriting discount received by it
because the underwriters have repurchased
securities sold by or for the account of that
underwriter in stabilizing or short-covering
transactions.

These activities by the underwriters may
stabilize, maintain or otherwise affect the
market price of the securities offered under this
prospectus. As a result, the price of the
securities may be higher than the price that
otherwise might exist in the open market. If
these activities are commenced, they may be
discontinued by the underwriters at any time.
These transactions may be effected on an
exchange or automated quotation system, if the
securities are listed on that exchange or
admitted for trading on that automated
quotation system, or in the over-the-counter
market or otherwise.

We may authorize agents or underwriters
to solicit offers by eligible institutions to
purchase securities from our company at the
public offering price set forth in the prospectus
supplement under delayed delivery contracts
providing for payment and delivery on a
specified date in the future. The conditions to
these contracts and the commissions payable
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for solicitation of these contracts will be set
forth in the applicable prospectus supplement.
Agents and underwriters may be customers of,
engage in transactions with, or perform services
for, our company in the ordinary course of
business.

Each class or series of securities will be a
new issue of securities with no established
trading market. Any underwriter may make a
market in these securities, but will not be
obligated to do so and may discontinue any
market making at any time without notice. No
assurance can be given as to the liquidity of the
trading market for any securities.

LEGAL MATTERS

Certain Cayman Islands legal matters,
including the validity of the securities offered
by this prospectus, will be passed upon for our
company by Walkers, Grand Cayman, Cayman
Islands. Certain U.S. legal matters will be
passed upon for our company by Akin Gump
Strauss Hauer & Feld LLP, New York, New
York.

EXPERTS

The financial statements incorporated in
this prospectus by reference to the Annual
Report on Form 10-K for the fiscal year ended
December 31, 2003, have been incorporated in
reliance on the report of
PricewaterhouseCoopers LLP, Independent
Registered Public Accounting Firm, given on
the authority of said firm as experts in
accounting and auditing.

Reserves for the San Cristobal project
were calculated by Mine Reserves
Associates, Inc. All such figures are included
herein in reliance upon the authority of that
firm as experts in such matters.
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You should rely only on the information
incorporated by reference or provided in this
prospectus supplement or the related
prospectus. We have authorized no one to
provide you with different information. We are
not making an offer of these securities in any
state or jurisdiction where the offer is not
permitted. You should not assume that the
information in this prospectus is accurate as of
any date other than the date on the front of this
document.

APEX SILVER
MINES LIMITED

398,144 Ordinary Shares

PROSPECTUS SUPPLEMENT

July 15, 2005
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