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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain
Officers

(e) Graco Inc. (the “Company”) filed a current report on Form 8-K on June 12, 2007 reporting that Patrick J. McHale had been appointed by the Board of
Directors as President and Chief Executive Officer of the Company, and had also been elected by the Board of Directors as a director of the Company. These
actions became effective June 11, 2007.

On June 14, 2007, the Management Organization and Compensation Committee of the Board of Directors approved the following compensation actions for
Mr. McHale:

«  Effective July 1, 2007, Mr. McHale’s annual base salary will be increased to $500,000.

+  For a performance period beginning July 1, 2007 and ending December 28, 2007, Mr. McHale will participate in the Executive Officer Annual Incentive
Bonus Plan, a separate bonus plan created for the chief executive officer to qualify his annual incentive as performance-based under Section 162(m) of
the Internal Revenue Code. His minimum payout under that plan will be 0% and his maximum payout will be 150% of his base salary earned during the
performance period. The financial measures for this plan consist of net sales growth and net earnings growth for the Company over the prior fiscal year.
In connection with this action, Mr. McHale’s participation in the Company’s Executive Officer Bonus Plan for fiscal 2007 will terminate as of June 30,
2007.

»  Effective June 14, 2007, Mr. McHale received a non-qualified option to purchase 75,000 shares of the Company’s common stock at an exercise price of
$40.53 per share, the closing price of the Company’s common stock on June 13, 2007. The option has a ten year term and will become exercisable as to
25% of the shares subject to the option on each of the first four anniversary dates of the grant of the option.



Signature

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: June 15, 2007 By: \s\Karen Park Gallivan

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



