GRACO

Graco Inc. 2023 Overview and
Annual Report on Form 10-K



MARK W. SHEAHAN
President and CEO

TO OUR SHAREHOLDERS

Reflecting on a successful year, | extend my appreciation for the
dedication and resilience demonstrated by the Graco team. | take
pride in the way each employee embraced challenges, contributing
to the accomplishment of record annual sales and earnings in 2023.
Our momentum is anchored in our four core strategies: new product
development, expanding distribution, entering new markets, and
pursuing strategic acquisitions to enhance shareholder value.

The Industrial and Process segments achieved unprecedented annual
sales and operating earnings, while the Contractor segment attained
record operating earnings despite a challenging environment. Growth

in these segments resulted from our commitment to customer service
through innovative product platforms and high-quality offerings. The
Contractor segment expanded through successful new product launches
and sustained strength in the protective coatings and spray foam
product categories.

Despite lower powder finishing system sales, specific end markets
within the Industrial segment, such as battery, alternative energy,
and electronics remained robust. Our Process segment experienced
broad-based growth, particularly in the vehicle service, industrial
lubrication, and semiconductor end markets.

Acknowledging the evolving landscape, we are dedicated to enhancing
our customers’ experience and easier access to superior products.

As we approach our centennial year in 2026, we recognize areas
where complexity has developed over the years. To address this, our
teams are focused on simplifying processes, streamlining operations,
and improving the overall experience for our most important customers.

We continue to invest in facilities to meet increased demand and

to support our growth strategies. The new Distribution Center in
Dayton, MN, not only provides additional space but also aligns

with customer preferences, improving order processing speed and
accuracy. Investments in automation, layout, and flow at this facility
contribute to safety, quality, delivery time, and cost improvements.



Additionally, the groundbreaking for an additional 176,000 square
feet in Anoka, MN supports the expansion of our Lubrication
Equipment Division, positioning us for the next decade of growth.

The opening of our Middle East Application Center in Dubai underscores
our commitment to the region. This strategically positioned facility
serves as a central hub, offering training programs and supporting

local contractors, distributors, and material manufacturers.

Our success is deeply rooted in the culture at Graco. Upholding core
values such as quality, customer-centricity, continuous improvement,
and ethical business practices, we earned our sixth Fortune Magazine’s
Great Places to Work honor. Ninety percent of our employees proudly
associate themselves with Graco and this shows up in the quality

of the products we design, produce, and deliver daily.

With a dedicated team, superior products, a strong market position,
and a solid financial foundation, | want to express confidence in

Graco’s future. Our unwavering focus on core strategies and continuous
improvement positions us well to deliver exceptional value to our
shareholders and customers.

Thank you for your continued support and confidence in Graco.

Sincerely,
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{; GRACO 2023 NEW PRODUCTS

INDUSTRIAL

E-App (Relaunch)

With the GemaConnect® E-App, you can monitor your application and coating cost in real-time,
improving the efficiency of your application. Updated features that extend the control of the
powder coating process are included in the latest release. The tool covers the needs of different
stakeholders — from production line management to the maintenance of the equipment.
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ol < Horizontal Axis XT12
E-App (Relaunch) 5 The X-axis is the basis for building multi-axis systems and is used in various automation levels
of a coating system: for manually or automatically operated moving sequences and for simple or
complex coating processes. The coating distance between the gun and object surface is vital for
precise coating results. With the Horizontal Axis XT12, the axis moves a ZA vertical reciprocator
- to the coating object, adjusting the gun position to the object width. It also extends the application
: range for strokes over 1400mm, which are often required for XXL MagicCompact® booth solutions.

i
@' InvisiPac® HM10 Hot Melt Adhesive Dispense System

Horizontal Axis XT12

With a 10 pound (4.5 kilogram) per hour hot melt rate, the InvisiPac HM10 Hot Melt Adhesive
Dispense System is for end-of-line packaging with low flow, low volume needs. This complements
our proven middle to high volume hot melters, making InvisiPac Tank-Free™ melt-on-demand
InvisiPac HM10 MDX Valve technology available to packaging lines of any volume at any speed.
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MDX Valve

A maximum flow rate of 150 ccs per second and a fluid path designed for extremely fast production
make this mixing dispense valve ideal for battery, solar energy, and wind power applications. The
MDX valve easily integrates with these Graco two component meter, mix and dispense systems:
Electric Fixed Ratio (EFR™), Electric Variable Ratio (EVR™), Hydraulic Fixed Ratio (HFR™).

Precision Shot Meter (PSM)

An innovative fluid path and robust construction make the precision shot meter (PSM™) ideal for
automatically dispensing epoxies, silicones, acrylics, urethanes, polysulfides and thermal interface
materials (TIMs). No other one-component shot meter and dispense system offers the same
repeatable accuracy that automotive, electronics, and telecommunications manufacturers need.

PR-Xv™ Variable Ratio Solution

P,{,Ieect'g'ro(gg,'\}l‘))t F&iggg’;ﬁﬁgf The Posi-Ratio® system offers the extreme variability (PR-Xv™) needed for precise meter, mix
and dispense of adhesives and sealants. Changing ratios for two component material no longer
means changing equipment with the newest member of Graco’s Posi-Ratio® product family.
RobotBooth BA06

= RobotBooth BAQG is the new booth solution for robot applications with external robot positioning,
= ensuring optimized vertical air extraction. The solution is ideal for users with robot applications

and frequent color change as well as coaters who want to automate their pre-coating.

Stellair™ Auto Air Spray Gun

Stellair Auto brings all-star performance, swift serviceability, and low profile design to liquid
Stellair Auto Air finishing automation. Paint technicians, service technicians and paint line managers benefit

RobotBooth BAO6 Spray Gun from the automatic air spray gun’s stellar finish results, spray pattern alignment tool,

material-specific air caps, and quick-change fluid cartridge.

Synchronizing Axis YT05

The YTO5 heavy-duty horizontal axis is specially designed for challenging automatic powder
coatings, such as enamel cavity, wheel and enclosure coating. The axis fulfills the highest
requirements on dynamics and stability, making it the optimal solution for users who require
a precise synchronized axis movement for product tracking with the conveyor, achieving
maximum exposure time of the powder guns to the product.

TN

JES K
Twin Control (TC) Valve

ég’ The innovative mixing dispense valve for two component sealants and adhesives
Synchronizing Twin Control has separate A and B path control for repeatable precision when applying
Axis YT05 (TC) Valve epoxies, silicones, urethanes and thermal interface materials (TIMs).
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AP® 4.5 Xtreme™

This larger 4.5" diameter Auto Pump® is the newest extension of the Xtreme
family. With the Xtreme technology combined with a 4.5" diameter, this pump
runs longer between service events than any Auto Pump in our lineup.

AP4ALTD

This 4" Auto Pump limits maximum flow to 2.5gpm. The hassle of regularly
adjusting throttling valves is now a problem of the past, as this pump gives
steady leachate discharge with varying submergence levels.

Combo Core

The new Combo Core sampler combines the capacities of 5 gram and 10 gram sampler
sizes into a single tool. It's molded with Bio-Tec’s EcoPure® additive to reduce the
environmental impact of plastic waste (see GoEcoPure.com for more information).

Fast-Ball® 100 0il Pump

Redesigned for enhanced quality, durability and reliability, the Fast-Ball 100 air-operated
piston pump is easy to install and operate. Its simple design allows for efficient serviceability
when necessary to minimize downtime and keep your operations running.

Fluid Defender™

The Graco Fluid Defender is designed to give you precise control of your bulk fluid
tanks to help prevent overfills and pump runaway. Mount near your tank filling
location, either indoors or outdoors, to support after-hours refill services.

Grease Jockey® with Telematics

The Electric Grease Jockey with Telematics provides low level and system faults
through a telematics system to the cloud. Users have the ability to remotely
view if the pump is low on grease or if there is a system fault.

GCI™ Series Cartridge Injector

The lubrication industry’s first cartridge injector, Graco GCl, establishes a new level of
durability and serviceability. It delivers up to two times the life of current injectors while cutting
replacement time from minutes to seconds—increasing uptime and decreasing labor costs.

Pulsation Dampeners

Protect downstream equipment and extend the life of transfer systems with pulsation
dampeners. Minimize noise, plumbing damage and even product degradation while
ensuring a smooth, steady flow with reduced cavitation and foaming.

QUANTM™ i120LP

This large particle transfer pump is based on proven Graco pump technology,
integrating new highly-efficient electric motor technology. The durable flap valve
passes particles up to nearly 2-inches, delivering an efficient transfer solution
for waste and trash in mines, sumps, and in-plant applications.

White Knight® Aquarius-ECO™ Heater Systems

White Knight Aquarius-ECO™ Heater Systems enable customers to conserve energy
and reduce water usage while providing continuous, accurate, and precise flows

of hot DI water. The systems utilize our ultrapure pumps to recirculate water while
not in use, which ensures ultrapure DI water is heated and ready for use.

Xact™ Gount Cycle Counter

Doubling as a discharge check valve, this cycle counter mounts on the pump
discharge line to give high accuracy cycle count readings. Cleaning and service
are made easy with all 316 stainless steel wetted components.



{; GRACO 2023 NEW PRODUCTS

CONTRACTOR

w 517 wWaLe 733 RAC X™ Low Pressure SwitchTips™
b Spray up to 50% lower pressure with the RAC X Low Pressure (LP) SwitchTips to
> '] : ) A . . )
deliver a Perfect Airless Finish™ Low Pressure tips create less overspray, deliver easier
m m pattern overlap and can have up to twice the life of a regular tip. LP tips can be used
= = to spray every surface at low pressure with 30 available sizes of RAC X LP SwitchTips.
Finish large jobs in half the time with a 24 in. fan pattern sprayed at low pressure

RAC X Low P ; i ™ itehTi
Swi?gmfpe:s“fe with RAC X Wide RAC™ LP Low Pressure (WR LP) SwitchTips.

Ultra® QuickShot™

The Ultra QuickShot combines a range of industry first technologies that
dramatically speed up small jobs by delivering unparalleled performance and
convenience. This cutting-edge tool features the industry’s first electronic
powered airless gun, delivering trigger speeds over 80X faster than a
traditional airless gun. This breakthrough technology virtually eliminates
spits for a smooth and professional-grade finish on all small jobs.

Ultra QuickShot




(Dollars in thousands, except per share amounts and other statistics)

Graco Inc. & Subsidiaries

Operations 2023 2022 2021 2020 2019 2018 2017 2016® 2015° 2014
Net Sales $2,195,606 $2,143,521 $1,987,608 $1,650,115 $1,646,045 $1,653,292 $1,474,744 $1,329,293 $1,286,485 $1,221,130
Gross Profit 1,161,021 1,057,439 1,033,949 854,937 859,756 882,539 795,202 710,869 684,700 666,736
Percent of Sales 52.9% 49.3% 52.0% 51.8% 52.2% 53.4% 53.9% 53.5% 53.2% 54.6%
Operating Earnings 646,843 572,700 531,323 391,718 424,456 436,427 378,745 121,144 302,125 308,925
Percent of Sales 29.5% 26.7% 26.7% 23.7% 25.8% 26.4% 25.7% 9.1% 23.5% 25.3%
Net Earnings 506,511 460,645 439,866 330,456 343,853 341,054 252,412 40,674 345,713 225,573
Percent of Sales 23.1% 21.5% 22.1% 20.0% 20.9% 20.6% 17.1% 3.1% 26.9% 18.5%
Net Earnings, Adjusted® 523,885 455,554 425,653 335,179 325,385 326,075 249,472 202,132 204,327 225,573
Percent of Sales, Adjusted® 23.9% 21.3% 21.4% 20.3% 19.8% 19.7% 16.9% 15.2% 15.9% 18.5%
Financial Position
Current Assets $1,365,809 $1,205,620 $ 1,363,621 $1,023,801 $ 791,468 $ 723,216 $ 643,338 $ 503,362 $ 509,017 $ 839,538
Current Liabilities 395,200 399,917 506,792 321,389 285,322 299,803 245,838 177,985 194,616 172,737
Working Capital 970,609 805,703 856,829 702,412 506,146 423,413 397,500 325,377 314,401 666,801
Property, Plant & Equipment, Net 741,713 607,609 451,061 350,750 325,546 229,295 204,298 189,596 178,437 161,230
Total Assets 2,722,007 2,438,900 2,443,198 1,988,128 1,692,210 1,472,741 1,390,617 1,243,109 1,391,352 1,544,778
Long-term Debt (including current portion) - 75,000 150,000 150,000 164,298 266,391 226,035 305,685 392,695 615,000
Shareholders' Equity 2,224,225 1,859,652 1,709,343 1,283,904 1,024,931 751,873 723,063 573,820 635,551 596,032
Capital (long-term debt plus shareholders' equity) 2,224,225 1,934,652 1,859,343 1,433,904 1,189,229 1,018,264 949,098 879,505 1,028,246 1,211,032
Cash Provided (Used) By
Operations $ 651,017 $ 377,394 $ 456,896 $ 394,035 $ 418,734 $ 367,985 $ 337,864 $ 276,006 $ 191,414 $ 247,889
Investing, excluding marketable securities (185,274) (226,819) (153,299) (99,038) (155,469) (66,247) (68,447) (91,223) 369,939 (216,731)
Financing (268,010) (434,403) (57,142) (139,471) (174,052) (282,711) (217,076) (185,165) (536,186) (30,208)
Other Data
Depreciation and Amortization $ 74,321 $ 65,997 $ 59,325 $ 55329 $ 48,911 $ 47,754 $ 45,583 $ 48,290 $ 44,607 $ 35515
Property, Plant and Equipment Additions 184,775 201,161 133,566 71,338 127,953 53,854 40,194 42,113 41,749 30,636
Per Common Share®
Basic Net Eamings $3.01 $2.73 $2.59 $1.97 $2.06 $2.04 $1.50 $0.24 $2.00 $1.25
Diluted Net Earnings 2.94 2.66 2.52 1.92 2.00 1.97 1.45 0.24 1.95 1.22
Diluted Net Eamnings, Adjusted® 3.04 2.63 2.44 1.95 1.90 1.88 1.43 1.18 1.15 1.22
Dividends Paid 0.94 0.84 0.75 0.70 0.64 0.53 0.48 0.44 0.40 0.37
Shareholders' Equity 13.24 11.09 10.04 7.62 6.13 4.55 4.27 3.43 3.80 3.36
Other Statistics:
Sales Growth 24% 78% 20.5% 0.2% 0.4)% 121% 109% 33% 54% 106 %
Return on Average Shareholders' Equity 24.8% 25.8% 294% 28.6% 38.7% 462% 38.9% 6.7% 56.1% 36.7 %
Retum on Average Capital 24.4% 243% 26.7% 25.2% 312% 347 % 27.6% 43% 30.9 % 20.0%
Long-term Debt/Capital 0.0% 39% 8.1% 105 % 13.8% 26.2% 23.8% 34.8% 382% 50.8 %
Current Ratio 35 3.0 2.7 3.2 2.8 24 2.6 2.8 2.6 49

(1) Operating results in 2020 included impairment charges related to the sale of the Company’s U.K.- based valves business that reduced operating earnings by $35 million and net earnings by $34 million ($0.20 per diluted share).

(2) Operating results in 2016 included intangible asset impairment charges that reduced operating earnings by $192 million and net earnings by $161 million ($0.95 per diluted share).

(3) Net earnings in 2015 included $141 million ($0.80 per diluted share) of after-tax dividends and gain on sale of the Liquid Finishing business assets held separate from the Company’s other businesses.

(4) Adjusted amounts in 2023 exclude impacts of pension settlement loss, contingent consideration adjustment, impairment, excess tax benefits from option exercises, and non-recurring income tax benefits.
Adjusted amounts in 2022 exclude impacts of excess tax benefits from option exercises.
Adjusted amounts in 2020, 2019 and 2018 exclude impacts of non-recurring income tax adjustments and excess tax benefits from option exercises.
Adjusted amounts in 2021 and 2017 exclude impacts of non-recurring income tax adjustments, excess tax benefits from option exercises and pension restructuring.
Adjusted amounts exclude the effects of impairment charges in 2016 and net investment income from the Liquid Finishing businesses sold in 2015. See (2) and (3) above.

(5) Per share data reflects three-for-one stock split distributed on December 27, 2017.
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PART1

Item 1. Business

2 ¢

Graco Inc., together with its subsidiaries (“Graco,” “us,” “we,” or “our Company”), is a multi-national manufacturing company. We
supply technology and expertise for the management of fluids and coatings in industrial and commercial applications. We design,
manufacture and market systems and equipment used to move, measure, mix, control, dispense and spray fluid and powder materials.
Our equipment is used in manufacturing, processing, construction and maintenance industries. Graco is a Minnesota corporation and

was incorporated in 1926.

We specialize in providing equipment solutions for difficult-to-handle materials with high viscosities, abrasive or corrosive properties,
and multiple component materials that require precise ratio control. We aim to serve niche markets, providing high customer value
through product differentiation. Our products enable customers to reduce their use of labor, material and energy, improve quality and
environmental performance.

We make significant investments in developing innovative, high-quality products. We strive to grow into new geographic markets by
strategically adding commercial and technical resources and third-party distribution in growing and emerging markets. We have grown
our third-party distribution to have specialized experience in particular end-user applications. We leverage our product technologies
for new applications and industries.

We also make targeted acquisitions to broaden our product offerings, enhance our capabilities in the end-user markets we serve,
expand our manufacturing and distribution base and potentially strengthen our geographic presence. These acquisitions may be
integrated into existing Graco operations or may be managed as stand-alone operations. We completed business acquisitions in 2022
and 2021 that were not material to our consolidated financial statements.

We have particularly strong manufacturing, engineering and customer service capabilities that enhance our ability to provide premium
customer experience, produce high-quality and reliable products and drive ongoing cost savings.

Our investment in new products, targeted acquisitions and strong manufacturing, engineering and customer service capabilities
comprise our long-term growth strategies, which we coordinate and drive across our geographic regions. Values central to our identity
- growth, product innovation, premium customer service, quality and continuous improvement - are leveraged to integrate and expand
the capabilities of acquired businesses.

We classify our business into three reportable segments, each with a worldwide focus: Contractor, Industrial and Process.

Each segment sells its products in North, Central and South America (the “Americas”), Europe, Middle East and Africa (“EMEA”),
and Asia Pacific. For 2023, sales in the Americas represented approximately 61 percent of our Company’s total sales. Sales in EMEA
represented approximately 21 percent and sales in Asia Pacific represented approximately 18 percent. We provide marketing and
product design in each of these geographic regions. Our Company also provides application assistance to distributors and employs
sales personnel in each of these geographic regions.

Financial information concerning our segments and geographic markets is set forth in Part II, [tem 7, Management’s Discussion and
Analysis of Financial Condition and Results of Operations and Note B (Segment Information) to the Consolidated Financial
Statements of this Form 10-K.

For information about our Company and our products, services and solutions, visit our website at www.graco.com. The information on
the website is not part of this report nor any other report filed or furnished to the Securities and Exchange Commission (“SEC”).

Manufacturing and Distribution

We manufacture a majority of our products in the United States (“U.S.”). We also manufacture products in Switzerland (Industrial
segment), Italy (Industrial segment), the United Kingdom (Process segment), the People’s Republic of China (“P.R.C.”, or "China")



(all segments), Belgium (all segments) and Romania (Industrial segment). Our manufacturing is aligned with our business segments
and is co-located with product development to accelerate technology improvements and improve our cost structure. We perform
critical machining, assembly and testing in-house for most of our products to control quality, improve response time and maximize
cost-effectiveness. We make our products in focused factories and product cells. We source raw materials and components from
suppliers around the world.

For all segments, we primarily sell our equipment through third-party distributors worldwide, positioned throughout our geographic
regions, and through selected retailers. Our products are sold from our warehouse to our third-party distributors or retailers who sell
our products to end users. Certain of our businesses sell their products directly to end-user customers and have direct relationships
with customers.

Outside of the U.S., our subsidiaries located in Australia, Belgium, Spain, Japan, Italy, Korea, India, the P.R.C., the United Kingdom
and Brazil distribute our Company’s products. Operations in Maasmechelen, Belgium, St. Gallen, Switzerland, and Shanghai, P.R.C.
reinforce our commitment to those regions.

Our manufacturing capacity is sufficient for current business demand levels. In 2023, we completed an expansion of our Sioux Falls,
South Dakota manufacturing facility and the construction of a new manufacturing facility in Sibiu, Romania. We also took possession
of our newly constructed worldwide distribution center in Dayton, Minnesota, which we anticipate will first be operational later in
2024. In addition, in 2023, we continued construction of a new facility in St. Gallen, Switzerland that will contain manufacturing
operations for our Powder division, as well as began an expansion of our Anoka, Minnesota facility. The completion of these projects,
which we expect to occur in 2024, represents the culmination of a period of significant investment in expansion and modernization of
our key manufacturing and distribution facilities. Following completion of these projects, production requirements in the immediate
future are expected to be met through existing facilities, the installation of new automatic and semi-automatic machine tools,
efficiency and productivity improvements, the use of leased space and available subcontract services. For more details on our
facilities, see Item 2, Properties.

Product Development

Our primary product development efforts are carried out in facilities located in Minneapolis, Anoka, Dayton and Rogers, Minnesota;
North Canton, Ohio; St. Gallen, Switzerland; Barcelona, Spain; Aachen, Germany; Suzhou, Shanghai and Dongguan City, P.R.C.;
Dexter, Michigan; Erie, Pennsylvania; and Kamas, Utah. The product development and engineering groups focus on new product
design, product improvements, and new applications for existing products and technologies for their specific customer base. We
continue to enhance our product capabilities with particular emphasis on automation and configurability, easier integration with end-
user customer manufacturing and business systems, and increased focus on data and analytics. Our product development efforts focus
on bringing new and supplemental return on investment value to end users of our products and enhance their ability to manage
products and efficiency and support their sustainability initiatives.

Our Company consistently makes significant investments in new products. Total product development expenditures for all segments
were $83 million in 2023, $80 million in 2022 and $80 million in 2021. The amounts invested in product development averaged
approximately 4 percent of sales over the last three years. Our product development activities are focused both on upgrades to our
current product lines to provide features and benefits that will provide a return on investment to our end-user customers and
development of products that will reach into new industries and applications to incrementally grow our sales. Sales of products that
refresh and upgrade our product lines are measured and compared with planned results. Sales of products that provide entry into new
industries and applications are also measured, with additional focus on commercial resources and activities to build specialized third-
party distribution and market acceptance by end users.

Our Company measures the results of acquired businesses as compared to historical results and projections made at the time of
acquisition. We will invest in engineering, manufacturing and commercial resources for these businesses based on expected return on
investment.



Business Segments

Effective January 1, 2022, our high performance coatings and foam product offerings previously included within the Applied Fluid
Technologies division of the Industrial segment were realigned and are now managed under the Contractor segment. This change
aligns the types of products offered and markets served within the segments. Prior year segment information has been restated to
conform to the current organizational structure.

Contractor Segment

The Contractor segment represented approximately 45 percent of our total sales in 2023. Through this segment, we offer sprayers that
apply paint to walls and other structures, with product models for users ranging from do-it-yourself homeowners to professional
contractors. Contractor equipment also includes sprayers that apply texture to walls and ceilings, highly viscous coatings to roofs, and
markings on roads, parking lots, athletic fields and floors.

This segment also manufactures two-component proportioning systems that are used to spray polyurethane foam ("spray foam") and
polyurea coatings. Spray foam is commonly used for insulating building walls, roofs, water heaters, refrigerators, hot tubs and other
items. Polyurea coatings are applied on storage tanks, pipes, roofs, truck beds, concrete and other items. We offer a complete line of
pumps and proportioning equipment that sprays specialty coatings on a variety of surfaces for protection and fireproofing.

End users of this segment are primarily professional painters in the construction and maintenance industries, specialty contractors,
tradesmen and do-it-yourselfers. Contractor products are marketed and sold in all major geographic areas. We continue to add
distributors throughout the world that specialize in the sale of Contractor products. Globally, we are pursuing a broad strategy of
converting contractors accustomed to manually applying paint and other coatings to spray technology.

Our Contractor products are distributed primarily though distributor outlets whose main products are paint and other coatings. Certain
sprayers and accessories are distributed globally through the home center channel. Contractor products are also sold through general
equipment distributors outside of North America.

Industrial Segment

The Industrial segment represented approximately 30 percent of our total sales in 2023. It includes the Industrial and Powder
divisions. The Industrial segment markets equipment and solutions for moving and applying paints, coatings, sealants, adhesives and
other fluids. Markets served include automotive and vehicle assembly and components production, including Electro or e-mobility,
wood and metal products, rail, marine, acrospace, farm, construction, bus, recreational vehicles and various other industries. End users
often invest in our equipment to gain process efficiencies, improve quality or save on material or energy costs. A majority of this
segment's business is outside of North America.

Most Industrial segment equipment is sold worldwide through specialized third-party distributors, integrators, design centers, original
equipment manufacturers and material suppliers. Some products are sold directly to end users and may include design and installation
to specific customer requirements. We work with material suppliers to develop or adapt our equipment for use with specialized or
hard-to-handle materials. Distributors promote and sell the equipment, hold inventory, provide product application expertise and offer
on-site service, technical support and integration capabilities. Integrators implement large individual installations in manufacturing
plants where products and services from a number of different manufacturers are aggregated into a single system. Design centers
engineer systems for their customers using our products. Original equipment manufacturers incorporate our Industrial segment
products into systems and assemblies that they then supply to their customers.

Industrial
The Industrial division makes liquid finishing and advanced fluid dispense equipment primarily for use in industrial applications.

This division’s products include liquid finishing equipment that applies liquids on metals, wood and plastics, with emphasis on
solutions that provide easy integration to paint monitoring and control systems. Products include paint circulating and paint supply

6



pumps, paint circulating advanced control systems, plural component coating proportioners, various accessories to filter, transport,
agitate and regulate fluid, and spare parts such as spray tips, seals and filter screens. The Industrial division also offers a variety of
applicators that use different methods of atomizing and spraying liquid materials, paint or other coatings depending on the viscosity of
the fluid, the type of finish desired and the need to maximize transfer efficiency, minimize overspray and minimize the release of
volatile organic compounds into the air. Manufacturers in the automotive, automotive feeder, commercial and recreational vehicle,
military and utility vehicle, aerospace, farm, construction, wood and general metals industries use our liquid finishing products.

The Industrial division also manufactures equipment for industrial customers that pumps, meters, mixes and dispenses sealant,
adhesive and composite materials. Advanced fluid dispense equipment includes gel-coat equipment, chop and wet-out systems, resin
transfer molding systems and applicators and precision dispensing solutions. This precision dispense equipment bonds, molds, seals,
vacuum encapsulates and laminates parts and devices in a wide variety of industrial applications.

Powder

The Powder division makes powder finishing products and complete powder finishing systems that coat powder on metals. These
products are sold under the Gema® and SAT™ brands. Gema powder systems coat window frames, metallic furniture, automotive
components and sheet metal. Primary end users of our powder finishing products include manufacturers in the construction, home
appliance, automotive component and custom project coater industries. We strive to provide innovative solutions in powder coating
for end users in emerging and developed markets.

Process Segment

The Process segment represented approximately 25 percent of our total sales in 2023. It includes the Process and Lubrication
divisions. The Process segment markets pumps, valves, meters and accessories to move and dispense chemicals, oil and natural gas,
water, wastewater, petroleum, food, lubricants and other fluids. Markets served include food and beverage, dairy, oil and natural gas,
pharmaceutical, cosmetics, semiconductor, electronics, wastewater, mining, fast oil change facilities, service garages, fleet service
centers, automobile dealerships and industrial lubrication applications.

Most Process segment equipment is sold worldwide through third-party distributors and original equipment manufacturers. Some
products are sold directly to end users, particularly in the oil and natural gas and semiconductor industries.

Process

The Process division makes pumps of various technologies that move chemicals, water, wastewater, petroleum, food and other fluids.
Manufacturers and processors in the food and beverage, dairy, pharmaceutical, cosmetic, oil and natural gas, semiconductor,
electronics, wastewater, mining and ceramics industries use these pumps. This division makes environmental monitoring and
remediation equipment that is used to conduct ground water sampling and ground water remediation, and for landfill liquid and gas
management.

Lubrication

The Lubrication division primarily designs and sells equipment for use in equipment maintenance and vehicle servicing. We supply
pumps, hose reels, meters, valves and accessories for use by fast oil change facilities, service garages, fleet service centers, automobile
dealerships, auto parts stores, truck builders and heavy equipment service centers.

This division also offers systems, components and accessories for the automatic lubrication of bearings, gears and generators in
industrial and commercial equipment, compressors, turbines and on- and off-road vehicles. Automatic lubrication systems reduce
maintenance costs, downtime and extend equipment life. These systems are utilized across a variety of industries including
construction, mining, industrial manufacturing, transportation, wind energy and oil and natural gas.

The Lubrication division also manufactures high pressure and ultra-high pressure valves used in the oil and natural gas industry,
hydrogen refueling infrastructure, other industrial processes and research facilities. The division also has a line of chemical injection
pumping solutions for precise injection of chemicals into producing oil wells and pipelines.



Raw Materials

The primary materials and components in our products are steel of various alloys, sizes and hardness; specialty stainless steel and
aluminum bar stock, tubing and castings; tungsten carbide; electric and gas motors; injection molded plastics; sheet metal; forgings;
powdered metal; hoses; electronic components and high-performance plastics, such as polytetrafluoroethylene ("PTFE"). The
materials and components that we use are generally available through multiple sources of supply. To manage cost, we source
significant amounts of materials and components from outside the U.S., primarily in the Asia Pacific region.

In 2023, the Company's supply chain stabilized, and the associated effects of inflation largely subsided. While the Company
experienced isolated supply chain disruptions in 2023, the impact was not as significant as compared to previous years in 2022 and
2021. We are generally able to find alternative suppliers to source raw materials and components for our products in the event of
isolated disruptions.

We endeavor to address fluctuations in the price and availability of various materials and components through close management of
current suppliers, price negotiations and an intensive search for new suppliers. We have performed risk assessments of our key
suppliers, and we factor the risks identified into our commodity plans.

Intellectual Property

We own a number of patents across our segments and have patent applications pending in the U.S. and other countries. We also license
our patents to others and are a licensee of patents owned by others. In our opinion, our business is not materially dependent upon any
one or more of these patents or licenses. Our Company also owns a number of trademarks in the U.S. and foreign countries, including
registered trademarks for “GRACO,” “Gema,” several forms of a capital “G,” and various product trademarks that are material to our
business, inasmuch as they identify Graco and our products to our customers.

Competition

We encounter a wide variety of competitors that vary by product, industry and geographic area. Each of our segments generally has
multiple competitors. Our competitors are both U.S. and foreign companies and range in size. We believe that our ability to compete
depends upon product quality, product reliability, innovation, design, customer support and service, specialized engineering and
competitive pricing. Although no competitor duplicates all of our products, some competitors are larger than our Company, both in
terms of sales of directly competing products and in terms of total sales and financial resources. We also face competitors with
different cost structures and expectations of profitability, and these companies may offer competitive products at lower prices. We
refresh our product line and continue development of our distribution channel to stay competitive. We also face competitors who
illegally sell counterfeits of our products or otherwise infringe on our intellectual property rights. As this type of unfair competition
grows or evolves, we may have to increase our intellectual property and unfair competition enforcement activities.

Environmental Protection

Our compliance with federal, state and local laws and regulations did not have a material effect upon our capital expenditures,
earnings or competitive position during the fiscal year ended December 29, 2023.

Human Capital Resources

As of December 29, 2023, we employed approximately 4,000 persons. Of this total, approximately 1,400 were employees based
outside of the U.S., and 1,300 were hourly factory workers in the U.S. None of our U.S. employees are covered by a collective
bargaining agreement. Various national industry-wide labor agreements apply to certain employees in various countries outside of the
U.S. Compliance with such agreements has no material effect on our Company or our operations.

The location of the majority of our manufacturing operations within the U.S. allows us to flex employee resources as needed to
respond to changes in demand of our business. Our manufacturing, product development, warehouse and administrative employees are



generally located in the same or adjacent facilities, which we believe contributes to our culture of strong manufacturing, engineering
and customer service capabilities.

Health, Wellness & Safety

The personal health, wellness and safety of each of our employees is of primary importance. The prevention of occupationally induced
injuries and illnesses is given precedence over operating productivity. Our Health, Wellness and Safety program is designed to
increase engagement, reduce absenteeism due to illness or injury, provide healthier lifestyle choices, and reduce health risk factors for
our employees.

Total Rewards

Our reward programs connect all employees to the performance and success of the Company. As an employer of choice, we offer pay,
benefits and a work environment that attracts and retains high-performing talent. We believe that an effective compensation program
must be market competitive as well as fair and equitable. Our compensation program is designed to attract and retain top talent, drive
and reward performance and enhance our reputation. Our total rewards program is comprised of various elements, including base pay,
variable pay, equity-based compensation for all employees, and health, welfare and retirement benefits.

Talent

To achieve our strategic objectives, it is imperative that we attract, develop and retain qualified personnel. We seek to develop talent
from within our organization and supplement our workforce with external hires as necessary. This approach has helped create among
our employees an in-depth understanding of our business, products, competition and customers, while also adding new employee ideas
and perspectives in support of our continuous improvement initiatives.

As of December 29, 2023, our executive officers responsible for setting overall strategy averaged nearly 21 years of tenure with us.
Tenure of all employees averaged nearly 10 years, reflective of our positive workplace culture. Our recruiting team uses internal and
external resources to recruit highly skilled and talented workers, and we encourage and reward employee referrals for open positions.

We are committed to maintaining a culture of trust that recognizes the dignity and uniqueness of the individual. We provide equal
opportunities for professional growth and advancement based on performance, qualifications, demonstrated skill and achievements.
All employees are encouraged, under a continuous improvement program with financial incentives, to submit ideas to improve
profitability, quality, safety and environmental practices. New employee orientation and regular ethics training are required for all
employees. We complete a biennial survey of our employees to assess our culture, benchmark us against industry leaders, and to make
improvements as necessary.

Community

We have a long history of giving back to the communities where we live and work through the volunteer efforts of our employees and
the giving efforts of the Graco Foundation. The Graco Foundation’s goal is to help organizations grow their ability to serve
community needs through grants focused on capital projects, specific programs and technology needs. The Graco Foundation places
emphasis on educational programs, especially STEM (science, technology, engineering and math) programs; human service programs
promoting workforce development; and youth development programs. The Graco Foundation also supports several employee-based
programs, including dollar-for-dollar gift matching, grants to support volunteerism, scholarships for children of employees, tutoring
with a local middle school and an annual Paint-A-Thon that helps low-income seniors and people with permanent disabilities continue
to live independently in their own homes.

Item 1A. Risk Factors
As a global manufacturer of systems and equipment designed to move, measure, control, dispense and spray fluid and powder

materials, our business is subject to various risks and uncertainties. Below are risk factors that could materially and adversely affect
our business, financial condition and results of operations.



Economic, Financial and Political Risks

Economic Environment - Demand for our products depends on the level of commercial and industrial activity worldwide.

The demand for our products depends, in part, on the general economic conditions of the industries, geographies or economies in
which our customers operate. An economic downturn, recession, depression, sustained inflationary pressures or financial market
turmoil may depress demand for our equipment in all or some major geographies and markets. Economic uncertainty and volatility in
various geographies and industries in which we conduct business may adversely affect our net sales and earnings. If our distributors
and original equipment manufacturers are unable to, or have a diminished ability to, purchase our products because of unavailable
credit or unfavorable credit terms, depressed end-user demand, or are simply unwilling to purchase our products, our net sales and
earnings will be adversely affected. An economic downturn may have an adverse effect on our results of operations and financial
condition and affect our ability to satisfy the financial covenants in the terms of our financing arrangements. We cannot predict the
timing, severity or duration of any such downturn, or the timing of any recovery.

Currency - Changes in currency translation rates could adversely impact our revenue, earnings and the valuation of assets
denominated in foreign currencies.

A significant number of routine transactions to which we are a party are conducted in foreign currencies. Changes and volatility in
exchange rates have impacted, and in the future may impact, our sales, cost of materials and earnings and the valuation of assets
denominated in foreign currencies. A majority of our manufacturing and cost structure is based in the U.S. In addition, decreased value
of local currency may make it difficult for some of our distributors and end users to purchase our products. A significant fluctuation in
exchange rates may negatively impact our financial condition and results of operations.

Russian Invasion of Ukraine and Political Instability — Russia’s invasion of Ukraine, and the sanctions and actions taken
against Russia and Belarus in response to the invasion, has adversely impacted our business and may continue to do so.
Uncertainty surrounding political leadership, as well as geopolitical unrest, could cause economic conditions in the U.S. or
abroad to deteriorate, which could limit our growth opportunities and otherwise harm our business.

The Russian invasion of Ukraine in 2022 and the resulting sanctions and actions taken against Russia and Belarus by the U.S., the
United Kingdom, the European Union, Switzerland and others considerably restricted our ability to sell certain products in Russia and
Belarus. As a consequence, beginning in 2022, we indefinitely suspended sales into Russia and Belarus, which continued throughout
the entirety of 2023 and into 2024. We expect our ability to sell certain products in Russia and Belarus to continue to be restricted for
the foreseeable future. While our sales into Russia and Belarus prior to 2022 were not material to our overall business, a significant
escalation or expansion of the conflict beyond its current geographic, political and economic scope and scale could have a material
adverse effect on our business, results of operations and financial condition, and could exacerbate other risks discussed in this report.
Such risks include, but are not limited to: an increase in the frequency and severity of cybersecurity threats against us and the parties
with whom we do business; unfavorable changes in exchange rates; further shortages, delivery delays and price inflation in a wide
variety of raw materials and components; widespread reductions in end-user demand; and increased logistical challenges.

Domestic political instability, including government shut downs, may limit our ability to grow our business. International political
instability (including tensions between the U.S. and the countries in which we conduct business, rumors or threats of war, terrorism
and other hostilities, and geopolitical activity or trade disruptions, such as those caused by the Russia-Ukraine and Israel-Hamas
conflicts, or any conflict or threatened conflict between China and Taiwan) may cause economic conditions in the U.S. or abroad to
deteriorate. The occurrence of any of these events could result in a prolonged economic slowdown, prevent us or our customers from
expanding into certain geographies or limit our ability to grow our business. Civil disturbances may harm our business.

Interest Rate Fluctuations and Credit Markets — Declines in interest rates, asset values and investment returns could increase
our pension costs and required pension contributions. Increases in interest rates, or the reduced availability of credit due to
instability in the financial markets, could limit our ability to pursue growth initiatives and our customers’ ability to invest in
their businesses, which could adversely impact demand for our products.

The Company sponsors a qualified defined benefit pension plan for certain U.S. employees and retirees of the Company. The pension
plan is funded with trust assets invested in a diversified portfolio of equity, fixed income and other investments. Declines in interest
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rates, the market value of plan assets, and investment returns could significantly increase our future estimated pension liabilities, net
periodic pension costs and pension contribution requirements and, as a result, adversely affect our results of operations and financial
condition.

While we believe our current cash position is strong and will enable us to fund many of our foreseeable growth initiatives, including
acquisitions and capital investments, rising interest rates or reduced access to debt financing could impact our ability to pursue these
initiatives. Reduced credit availability or a higher cost of capital may also limit the ability of end users of our products to invest in
their businesses, which could depress demand for our equipment in all or some major geographies and markets.

Operational Risks

Global Sourcing - Risks associated with foreign sourcing, supply interruption, delays in raw material or component delivery,
supply shortages and counterfeit components may adversely affect our production or profitability.

While we manufacture many of our parts and product components in the U.S., we source certain of our materials and components
from suppliers outside the U.S., and from suppliers within the U.S. who engage in foreign sourcing. Long lead times or supply
interruptions associated with a global supply base may reduce our flexibility and make it more difficult to respond promptly to
fluctuations in demand or respond quickly to product quality problems. The availability and prices for raw materials, parts and
components may be curtailed for a variety of reasons. Our suppliers may allocate the supply of certain raw materials, parts or
components to other purchasers. Changes in exchange rates between the U.S. dollar and other currencies and fluctuations in the price
of raw materials and components have impacted and may continue to impact the manufacturing costs of our products and affect our
profitability.

Geopolitical instability (including in Europe and the Middle East), protective tariffs, unpredictable changes in duty rates, and changes
in trade policies, agreements, relations and regulations have made and may continue to make certain foreign-sourced parts of limited
availability or no longer competitively priced. Long supply chains may be disrupted by environmental events, public health crises,
political or other factors. Raw materials may become limited in availability from certain regions. Port labor issues may delay
shipments. We source a large volume and a variety of electronic components, which exposes us to an increased risk of counterfeit
components entering our supply chain. If counterfeit components unknowingly become part of our products, we may need to stop
delivery and rework our products. We may be subject to warranty claims and may need to recall products. While many of our raw
materials, parts and components are generally commercially available from a number of sources, some of them are sourced from
single suppliers, which has limited, and could continue to limit, their availability when those suppliers are unable or unwilling to meet
our production requirements and we are unable to timely source such items from an alternative supplier. In addition, we source some
of our materials, parts and components from suppliers located in China. As such, we are exposed to potential disruptions in deliveries
from these suppliers due to political tensions with China, geopolitical risks, government-mandated facility closures in China due to
public health matters or other causes. Shortages, delivery delays and price inflation in a wide variety of raw materials and components
(including but not limited to electronic components, castings, engines and motors) and logistical challenges (including but not limited
to increased freight costs, shipping container shortages, trucking shortages, ocean, railway and air freight capacity constraints, labor
shortages and port delays) have adversely affected production and profitability and may continue to adversely affect production and
profitability.

Information Systems - Interruption of or intrusion into information systems may impact our business.

We rely on information systems and networks to conduct and support our business. Some of these systems and networks are managed,
hosted and provided by third parties. We use these systems and networks to record, process, summarize, transmit and store electronic
information, and to manage or support our business processes and activities. We have implemented measures and incurred costs
intended to secure our information systems and networks and prevent unauthorized access to or loss of sensitive data by employing a
number of measures, including employee training, comprehensive monitoring of our networks and systems, and maintenance of
backup and protective systems. However, these measures may not be effective against all eventualities, and there is a possibility that
our information systems, networks, and those of our third-party service providers may be exposed to risks, including unauthorized
access, operational errors, fraudulent activities, system failures, poor password management, and other potential irregularities. Our
employees, customers and others may be the subject of social engineering attacks and induced to disclose confidential, proprietary or
other sensitive information, including their network credentials, to cybercriminals, who may then gain access to our and our
customers’ information, data and information technology systems. Cybersecurity threats are increasing in frequency, sophistication
and severity. We have experienced and expect to continue to experience cybersecurity threats and attacks on our systems and networks
and those of our third-party service providers. To date, none of the cybersecurity threats and attacks we have experienced have had a
material adverse impact on our operations, business or financial condition.

The tactics and capabilities of cybercriminals are growing increasingly sophisticated, and it is virtually impossible for any
organization, including us, to completely eliminate the risk of cyberattacks. Security breaches or intrusion into our information
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systems or networks or the information systems or networks of the third parties with whom we do business pose a risk to the
confidentiality, availability and integrity of our data and of our customers, suppliers and employees, and could lead to any one or more
of the following: the compromising of confidential information; manipulation, unauthorized use, theft or destruction of data; product
defects or malfunctions; production downtimes and operations disruptions; litigation; regulatory action; reputational harm, including
loss of confidence by our customers, suppliers and employees in our ability to adequately protect their information; fines; ransoms;
and other costs and adverse consequences. As a manufacturer, our operating technology assets and systems are susceptible to
disruption through cyberattacks. We anticipate that meaningful investments in our operating technology infrastructure will be
necessary as we continue to assess our operating technology posture and respond to the increasingly-pronounced risks posed by third-
party cyber actors. The occurrence of a security breach or an intrusion into an information system or a network, or the breakdown,
interruption in or inadequate upgrading or maintenance of our information processing software, hardware or networks or the internet,
may adversely affect our business, reputation, results of operations and financial condition. We do not currently maintain specific
cyber insurance coverage. Any insurance coverage we do have may be inadequate to compensate us for losses arising from any
security breach or cybersecurity incident, and may in the future not be available to us on economically reasonable terms, or at all.

The laws, regulations and customer-imposed controls governing cybersecurity and privacy continue to evolve and are becoming
increasingly complex. We will be required to commit significant resources to keep pace with continued changes in information
technology processes, legal, regulatory and customer requirements, and the increased frequency and severity of cyberattacks and the
sophistication of the methods used by those who perpetrate them. There can be no assurance that our efforts will be successful. In
addition, we are subject to new cybersecurity disclosure rules, and we may face increased costs and be required to incur significant
costs in the event of an actual or perceived cybersecurity incident and to comply with these rules.

Intellectual Property - Demand for our products may be affected by new entrants who copy our products or infringe on our
intellectual property. Competitors may allege that our products infringe the intellectual property of others.

From time to time, we have been faced with instances where competitors have infringed or unfairly used our intellectual property or
taken advantage of our design and development efforts. The ability to protect and enforce intellectual property rights varies across
jurisdictions. Competitors who attempt to copy our products are prevalent in Asia, and they are increasingly offering their low-cost
copies outside of Asia, including in Europe and North America. While we believe these copies oftentimes are of inferior quality to our
products and lack much of the technology and many of the features inherent in our products, if we are unable to effectively meet these
challenges, they could adversely affect our revenues and profits and hamper our ability to grow. Competitors and others may also
initiate litigation to challenge the validity of our intellectual property or allege that we infringe their intellectual property. We may be
required to pay substantial damages if it is determined our products infringe their intellectual property. We may also be required to
develop an alternative, non-infringing product that could be costly and time-consuming, or acquire a license (if available) on terms
that are not favorable to us. Regardless of whether infringement claims against us are successful, defending against such claims could
significantly increase our costs, divert management’s time and attention away from other business matters, and otherwise adversely
affect our results of operations and financial condition.

Generative Artificial Intelligence (""AI') — Use of generative Al technologies in the conduct of our business could result in the
unintentional loss of confidential or proprietary information and have other adverse impacts on us.

While we believe the development and adoption of generative Al technologies are in their early stages, the increased use of these
technologies in the conduct of our business poses risks which, if they materialize, could adversely impact our business, financial
condition, results of operation and reputation. The employment of generative Al tools creates opportunities for the potential loss or
misuse of personal data, the inadvertent dissemination of our confidential or proprietary information, or the unintentional use of third
parties’ intellectual property. In addition, the content, analyses, recommendations or other output that generative Al tools produce
could be deficient, inaccurate or biased or be based on flawed or insufficient datasets.

Foreign Operations - Conducting business internationally exposes our Company to risks that could harm our business.

In 2023, approximately 47 percent of our sales were generated by customers located outside the U.S. Operations and sales outside of
the U.S. expose us to certain risks that could adversely impact our sales volume, rate of growth or profitability. These risks include:
complying with foreign legal and regulatory requirements; international trade factors (export controls, customs clearance, trade policy,
trade sanctions, trade agreements, duties, tariff barriers and other restrictions); trade disruptions arising out of geopolitical activity
(such as those caused by the Russia-Ukraine and Isracl-Hamas conflicts, or any conflict or threatened conflict between China and
Taiwan); protection of our proprietary technology in certain countries; potentially burdensome taxes; potential difficulties staffing and
managing local operations; and changes in exchange rates.Catastrophic Events - Our operations are at risk of damage,
destruction or disruption by natural disasters and other unexpected events.

The loss of, or substantial damage to, one of our facilities, our information system infrastructure or the facilities of our suppliers could
make it difficult to manufacture product, fulfill customer orders and provide our employees with work. Flooding, tornadoes,
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hurricanes, unusually heavy precipitation or other severe weather events, earthquakes, tsunamis, fires, explosions, acts of war,
terrorism, civil unrest or outbreaks, epidemics or pandemics of infectious diseases could adversely impact our operations.

Personnel - Our success may be affected if we are not able to attract, develop and retain qualified personnel.

Our success depends in large part on our ability to identify, recruit, develop and retain qualified personnel. If we are unable to
successfully identify, recruit, develop and retain qualified personnel or adapt to changing worker expectations and working
arrangements, it may be difficult for us to meet our strategic objectives and grow our business, which could adversely affect our
results of operations and financial condition.

Public health crises, such as an epidemic or pandemic, could have a material and adverse effect on our business, results of
operations and financial condition.

A significant public health crisis, and any associated governmental, business and societal responses, could have an adverse effect on
our operations, employees, supply chains, distribution channels, and end-user customers. Any such public health crisis could have
negative impacts similar to those we experienced during the recent COVID-19 pandemic, including: employees being infected by, or
exposed to, the virus; adverse impacts on the efficiency and productivity of our workforce and our operations; adverse impacts on our
ability to manufacture products and provide related services in a timely manner; supply chain disruptions, including increased costs of
raw materials and components, and delays, shortages and difficulties in sourcing raw materials and components; volatility in demand
for certain of our products; inability to meet end-user customer demand; distribution and logistics challenges, including increased
freight costs, reduced freight capacity, and shipping delays; restrictions on our employees’ ability to meet customers in person and the
cancellation, postponement and reformatting of trade shows, industry events and product demonstrations, which impacted our selling
activities and our ability to convert those activities into actual sales; and a significant investment of time, energy and resources by
management in mitigating the effects of the pandemic on our employees and our business and complying with existing, new or
modified governmental rules, regulations, standards and mandates. We could experience similar or additional, and potentially more
significant, adverse effects on our business, results of operations and financial condition as a result of any future pandemic. The extent
to which a public health crisis impacts us will depend on numerous factors and future developments that are uncertain and that we are
not able to predict, including: the severity of the virus and new variants of the virus; the duration and scope of the pandemic; the
efficacy, distribution and adoption rate of vaccines and therapeutic treatments; infection rates in the areas in which we or our suppliers,
distributors or end-user customers operate; governmental, business, societal, individual and other actions taken in response to the
pandemic; the effect on our suppliers and distributors, and disruptions to the global supply chain; the impact on economic activity; the
effect on our end-user customers and their demand and buying patterns for our products and services; the effect of any closures or
other changes in operations of our and our suppliers’, distributors’ and end-user customers’ facilities; the health of and the effect on
our employees and our ability to meet staffing needs; our ability to sell our products and services and provide product support;
restrictions or disruptions to transportation, including reduced availability of ground, sea or air transport; and the effect on our ability
to access capital on favorable terms and continue to meet our liquidity needs, all of which are highly uncertain and cannot be
predicted. Even after a public health crisis subsides, we may continue to experience adverse effects to our business as a result of
ongoing or new economic impacts. A public health crisis, including a pandemic, could also exacerbate or trigger other risks discussed
in this report, any of which could have a material and adverse effect on our business, results of operations and financial condition.

Strategic Risks

Growth Strategies and Acquisitions - Our growth strategies may not provide the return on investment desired if we are not
successful in implementation of these strategies.

Making acquisitions, investing in new products, expanding geographically and targeting new industries are among our growth
strategies. We may not obtain the return on investment desired if we are not successful in implementing these growth strategies. The
success of our acquisition strategy depends on our ability to successfully identify and properly value suitable acquisition candidates,
negotiate appropriate acquisition terms, obtain financing at a reasonable cost, prevail against competing acquirers, complete the
acquisitions and integrate or add the acquired businesses into our existing businesses or corporate structure. There is significant
competition for quality acquisition opportunities, and there is no assurance that we will be successful in securing those opportunities,
particularly in situations where other interested acquirers with greater resources than ours are involved. Once successfully integrated
into our existing businesses or added to our corporate structure, an acquired business may not perform as planned, be accretive to
earnings, generate positive cash flows, provide an acceptable return on investment or otherwise be beneficial to us. We may not realize
projected efficiencies and cost-savings from the businesses we acquire. We cannot predict how customers, competitors, suppliers,
distributors and employees will react to the acquisitions that we make. Acquisitions may result in the assumption of undisclosed or
contingent liabilities, the incurrence of increased indebtedness and expenses, and the diversion of management’s time and attention
away from other business matters, any of which may have an adverse effect on our business, results of operations and financial
condition. We make significant inv