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Item 2.03. Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet Arrangement of a Registrant

On February 3, 2005, Graco Inc. (the “Company”) borrowed $50 million under its December 31, 2004 Credit Agreement with Wachovia Bank,
National Association (the “Wachovia Credit Agreement”), at the prime rate of 5.5% in anticipation of funding the Company’s acquisition of Gusmer
Corporation and Gusmer Europe, S.L. On February 4, the Company completed the acquisition, using the full amount borrowed under the Wachovia
Credit Agreement, together with other sources of cash, to pay the purchase price. Also, on February 4, the Company repaid to Wachovia $8 million
of the amount borrowed on February 3. On February 7, the Company borrowed an additional $3 million under the Wachovia Credit Agreement and
converted that debt and the debt of $42 million outstanding since February 3, into a LIBOR-based contract at the rate of 3.07% with a 30-day term,
payable on March 9, 2005.

The Company expects to continue to borrow and pay back debt under the Wachovia Credit Agreement using LIBOR- and prime rate-based
advances as needed to fund ongoing operations. The maximum amount that may be outstanding at any time under this credit facility is $50 million.
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