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Item 1.01 Entry into a Material Definitive Agreement
Compensation of Named Executive Officers

On December 8, 2005, the Management Organization and Compensation Committee (the MOCC ) of the Board of Directors (the
Board ) of Graco Inc. (the Company ) completed its annual performance and compensation review of the Company s executive
officers for calendar year 2005. The MOCC reviewed chief executive officer salary survey data from comparably sized durable
goods manufacturing companies and the performance of the Company s Chief Executive Officer ( CEO ) during 2005. Based on this
review, the MOCC approved an annual base salary for the CEO of $617,000 effective January 1, 2006, reflecting an increase
generally consistent with the methodology used and increases approved in the previous two years. The CEO made
recommendations concerning the 2006 annual base salaries for the other named executive officers (the Other Named Executive
Officers ) (which officers were determined by reference to the Company s proxy statement dated March 7, 2005) based on an
analysis of salary survey data and the performance of the Other Named Executive Officers. The MOCC considered this information
and approved salary increases for the Other Named Executive Officers that were generally consistent with the methodology used
for the Other Named Executive Officers in the previous two years, but represented lesser percentage increases than for the CEO.
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