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Item 1.01. Entry into a Material Definitive Agreement

Summary of Prior Credit Agreement. As of December 31, 2004, Graco Inc. ("Graco") entered
into a credit agreement (the "2004 Credit Agreement") with Wachovia Bank, National
Association ("Wachovia") which provided for a 364-day $50 million unsecured revolving credit
facility with a $10 million sublimit for the issuance of standby letters of credit. On December 30,
2005, Wachovia extended the maturity date of this facility to March 31, 2006. All terms and
conditions of the original agreement remained in effect with the following exception: for a
leverage ratio less than or equal to 1.0x, the facility fee was reduced to 0.07% from 0.08% and
the LIBOR Spread was reduced from 0.37% to 0.33%. The outstanding principal balance,
accrued interest and all other amounts due were due and payable on March 31, 2006.

Summary of New Credit Agreement. On March 29, 2006, Graco and Wachovia entered into a
credit agreement (“2006 Credit Agreement”) effective April 1, 2006, which provided for a 364-
day $25 million unsecured revolving credit facility with a $10 million sublimit for the issuance of
standby letters of credit. The terms and conditions of the 2006 Credit Agreement were the
same as the terms and conditions of the 2004 Credit Agreement with the following exceptions:
the interest rates and fees were reduced as indicated on the chart below; notices of proposed
advances must be provided to Wachovia by noon local time; monthly payments of any
advances and fees would commence on April 30, 2006; and all principal and interest was due
and payable on March 31, 2007.

Leverage LIBOR Facility All-In Standby
Ratio Spread Fee Drawn LC Fee
<.5x 0.33% 0.07% 0.40% 0.40%

> .5x to 1.5x 0.41% 0.09% 0.50% 0.50%
> 1.5x to 2.5x 0.54% 0.11% 0.65% 0.65%
> 2.5x 0.65% 0.15% 0.80% 0.80%

Extension of 2006 Credit Agreement. On March 26, 2007, Wachovia extended the maturity
date of the 2006 Credit Agreement to May 31, 2007. All terms and conditions of the 2006
Credit Agreement will remain in effect. The outstanding principal balance, accrued interest and
all other amounts due are due and payable on May 31, 2007.
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Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

GRACO INC.

Date: March 30, 2007 By: W%Mé&(@

Karen Park Gallivan
Its:  Vice President, General Counsel and Secretary
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March 30, 2007

Electronically Filed

Securities and Exchange Commission
Judiciary Plaza

450 Fifth Street, N.W.

Washington, DC 20549

Re:  Graco Inc.
File No. 001-9249

Gentlemen:
Enclosed is a Form 8-K for Graco Inc. filed in connection with the

Company’s entry into a material definitive agreement.

Very truly yours,

Karen Park Gallivan

Vice President, General Counsel
& Secretary
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