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FLEXSTEEL INDUSTRIES, INC.
P.O. Box 877
Dubuque, Iowa 52004-0877

October 26, 2016

Office of the Chair of the Board

Dear Shareholder:

You are cordially invited to attend the Annual Shareholders’ Meeting of Flexsteel Industries, Inc. on Monday,
December 5, 2016, at 2:00 p.m. We welcome the opportunity to meet with those of you who find it convenient to
attend.

Time will be provided for shareholder questions regarding the affairs of the Company and for discussion of the
business to be considered at the meeting as explained in the notice and proxy statement which follow. Directors and
other Company executives expect to be available to talk individually with shareholders after the meeting. No
admission tickets or other credentials are currently required for attendance at the meeting, but we may request to see
some identification to establish that you are a shareholder of the Company.

We have elected to take advantage of the “notice and access” rules of the Securities and Exchange Commission to
furnish most of our shareholders with proxy materials over the Internet. These rules allow us to provide you with the
information you need, while reducing printing and delivery costs.

Your vote on the proposals is important. Whether or not you attend the meeting, we encourage you to vote your shares
in order to make certain that you are represented at the meeting. You may vote over the Internet, as well as by
telephone or, if you requested to receive printed proxy materials, by mailing a proxy or voting instruction card.

Sincerely,

Lynn J. Davis
Chair of the Board
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Record Date: October 10, 2016
Date of Meeting: December 5, 2016

Time: 2:00 p.m.
Place: Flexsteel Global Headquarters
385 Bell St.

Dubuque, IA 52001

IMPORTANT

Whether you own one share or many, each shareholder is urged to vote by Internet or telephone, or, if you
received paper copies of our proxy materials, you can also mark, date, sign and promptly mail the
accompanying proxy card in the enclosed envelope so that your shares will be represented at the meeting.

Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Notice & Proxy
Statement and Form 10-K are available at www.proxyvote.com
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FLEXSTEEL INDUSTRIES, INC.
P.O. Box 877
Dubuque, Iowa 52004-0877

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held December 5, 2016

TO THE SHAREHOLDERS:

The Annual Meeting of Shareholders of Flexsteel Industries, Inc. will be held at Flexsteel Global Headquarters, 385
Bell St, Dubuque, Iowa 52001, on Monday, December 5, 2016 at 2:00 p.m. for the following purposes:

To elect three (3) Class III Directors to serve until the year 2019 Annual Meeting and until their respective
“successors have been elected and qualified or until their earlier resignation, removal or termination.

2. Advisory vote to approve executive compensation.

To consider a proposal to amend Article IV of the Amended and Restated Articles of Incorporation regarding
“authorized capital.

To transact such other business as may properly come before the meeting or any adjournments or postponements of
“the meeting.

October 10, 2016 has been fixed as the record date for the determination of common shareholders entitled to notice of,
and to vote at, the meeting. Only holders of record at the close of business on that date will be entitled to vote at the
meeting or any adjournments or postponements of the meeting.

Whether or not you plan to attend the meeting, please vote by Internet or telephone, or, if you received paper copies of
our proxy materials, you can also mark, date, sign and promptly mail the accompanying proxy card in the enclosed
envelope so that your shares will be represented at the meeting.

BY ORDER OF THE BOARD OF DIRECTORS
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Timothy E. Hall
Secretary

October 26, 2016

IMPORTANT

Please vote by Internet or telephone, or, if you received paper copies of our proxy materials, you can also mark,
date, sign and promptly mail the accompanying proxy card in the enclosed envelope so that your shares will be
represented at the meeting.
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FLEXSTEEL INDUSTRIES, INC.
P.O. Box 877
Dubuque, Iowa 52004-0877

PROXY STATEMENT
Annual Meeting of Shareholders to be Held December 5, 2016

GENERAL INFORMATION ABOUT THE ANNUAL MEETING AND VOTING

This proxy statement and the accompanying proxy are solicited on behalf of the Board of Directors, referred to as the
“Board”, of Flexsteel Industries, Inc. to be used at the Annual Meeting of Shareholders to be held on Monday,
December 5, 2016, and any adjournments or postponements of the meeting, for the purposes set forth in the notice of
meeting accompanying this proxy statement. The Company will pay the cost of the solicitation of proxies.

The mailing address of the corporate office and principal executive office of the Company is P.O. Box 877, Dubuque,
1A 52004-0877. The approximate date on which this proxy statement and accompanying proxy card are first available
to shareholders is October 26, 2016.

Meeting Purposes

At the meeting, shareholders will elect three (3) Class III directors, Jeffrey T. Bertsch, Michael J. Edwards, and Nancy
E. Uridil for three-year terms expiring at the shareholders meeting in 2019. In addition, we are asking shareholders to
approve by advisory vote, the compensation of our named executive officers. Lastly, we are asking shareholders to
consider a proposal to amend Article IV of our Amended and Restated Articles of Incorporation regarding authorized
capital. We do not expect that any other business, except for routine or procedures matters, will be brought up at the
meeting. If any other business is properly brought up at the meeting, the persons named in the enclosed proxy will
have authority to vote on these matters at their discretion.

Proxy Materials Available on Internet
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In an effort to reduce the cost of delivering the proxy materials to our shareholders, we are making the materials
available to our shareholders on the Internet. On October 26, 2016, we sent shareholders a one-page “Notice of Internet
Availability of Proxy Materials,” which included instructions on how to access our proxy materials on the Internet. The
proxy materials, consisting of this proxy statement and our fiscal 2016 annual report to shareholders, are available at
www.proxyvote.com. The Notice of Internet Availability of Proxy Materials also provides instructions on how to vote
your shares. By making the materials available through the Internet, we expect to reduce our costs, conserve natural
resources, and expedite the delivery of the proxy materials. However, if you prefer to receive hard copies of the proxy
materials, please follow the instructions included on the Notice of Internet Availability of Proxy Materials.

Voting

Only shareholders of record at the close of business on October 10, 2016, the record date, will be eligible to vote.
There is only one class of stock entitled to vote at the meeting, our common stock, $1.00 par value, of which there
were shares outstanding on the record date. A quorum, which is a majority of the outstanding shares, is
needed to conduct a meeting. Each share is entitled to one vote for each director position; cumulative voting is not
available. We encourage you to vote by telephone or on the Internet. If your shares are held in your name, you can
vote by telephone or on the Internet by following the instructions on the proxy card or as explained in the Notice of
Internet Availability of Proxy Materials. If you are a beneficial holder with your shares held in the name of your
broker, bank, or other financial institution, you will receive telephone or Internet voting instructions from the
institution. If you received a paper copy of the proxy materials, you may vote your shares by signing and dating each
proxy card you received and returning the cards in the enclosed envelope. The proxies will be voted according to your
directions on the proxy card. If you return a signed card without specifying your vote, your shares will be voted:

FOR the election of Jeffrey T. Bertsch, Michael J. Edwards, and Nancy E. Uridil (Proposal I).

FOR approval of the compensation of our named executive officers (Proposal II).

FOR approval to amend Article IV of our Amended and Restated Articles of Incorporation regarding authorized
capital (Proposal I1I).
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If you sign and return your proxy card, your shares will be voted on any other business that properly comes before the
meeting as determined by the persons named in the proxy. We urge you to sign, date, and return your proxy card
promptly, or vote by telephone or on the Internet, even if you plan to attend the meeting in person. If you do attend in
person, you will be able to vote your shares at the meeting even if you previously signed a proxy card or voted by
telephone or on the Internet. However, if you hold your shares in street name you must request a legal proxy from
your broker or nominee to vote in person at the Annual Meeting.

Shares Held by Broker

If you hold your shares through a broker, bank, or other financial institution, you will receive your proxy materials
and voting instructions from the institution. Under New York Stock Exchange rules, your broker, bank, or
financial institution will not vote your shares for any of the proposals without your specific instructions. To
ensure your vote is counted, you must provide directions to your broker, bank, or financial institution by
following its instructions.

Changing Your Vote

If you wish to change your vote, you may do so by submitting a new vote by proxy, telephone, Internet, or in person at
the meeting. A later vote will cancel an earlier vote. For example, if you vote by Internet and later vote by telephone,
the telephone vote will count, and the Internet vote will be canceled. If you wish to change your vote by mail, you
should request a new proxy card from our Secretary at P.O. Box 877, Dubuque, lowa 52004-0877. Your last vote
received before the meeting will be the only one counted. You may also change your vote by voting in person at the
meeting. Your vote at the meeting will count and cancel any previous vote.

Vote Required

Votes cast by proxy or in person will be counted by the inspector of election appointed for the meeting who will be
present at the meeting. The affirmative vote of a plurality of the shares of common stock present in person or
represented by proxy at the meeting and entitled to vote is required for the election of the director nominees named in
this proxy statement. In determining a quorum, a “WITHHELD” vote will be counted, but will not be voted in favor of
the nominee with respect to whom authority has been withheld. The three nominees that receive the highest number of
“FOR” votes will be elected.
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To be approved, the non-binding advisory proposal to approve the compensation of our named executive officers
requires the affirmative vote of a majority of votes cast on the proposal.

To be approved, amending Article IV of our Amended and Restated Articles of Incorporation regarding authorized
capital, requires the affirmative vote of two-thirds of votes cast on the proposal.

While the Board knows of no other matter to be presented at the meeting or any adjournment or postponement of the
meeting, all proxies returned to the Company will be voted on any such matter in accordance with the judgment of the
proxies.

Number of Copies Sent to Household

For two or more shareholders sharing the same address, that do not participate in the electronic delivery of proxy
materials, we only send your household a single copy of our annual report and proxy statement unless you previously
withheld your consent to “householding” or instruct us otherwise. Householding saves us the expense of mailing
duplicate documents to your home and conserves our natural resources, and we hope that receiving one copy rather
than multiple copies is more convenient for you. However, we will promptly provide additional copies of our fiscal
2016 annual report or this proxy statement to the other shareholders in your household if you send a written request to:
Office of the Secretary, Flexsteel Industries, Inc., P.O. Box 877, Dubuque, lowa 52004-0877, or you may call us at
563-585-8392 to request additional copies. Copies of the annual report, proxy statement, and other reports we file with
the SEC are also available on our website at http://www.flexsteel.com/content/investors or through the SEC’s website

at WWW.SEC.gov.

You may revoke your consent to householding at any time by contacting Broadridge Financial Solutions, Inc., either
by calling toll-free 800-542-1061, or by writing to Broadridge Financial Solutions, Inc., Householding Department, 51
Mercedes Way, Edgewood, New York 11717.

10
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More Information about Voting Your Shares

Information regarding the proxy process is available from the SEC on its website at:
https://www.sec.gov/spotlight/proxyprocess.htm

PROPOSAL I
ELECTION OF DIRECTORS

Our Amended and Restated Articles of Incorporation permit the election of thirteen Directors. The Board currently
consists of eight persons divided into three classes. At each Annual Meeting the terms of one class of Directors expire
and persons are elected to that class for terms of three years or until their respective successors are duly qualified and
elected or until their earlier resignation, removal or termination. The Nominating and Governance Committee believes
that, as a group, the nominees below bring a diverse range of backgrounds, experiences and perspectives to the Board’s
deliberations.

Set forth below is information with respect to all Board members, including the nominees, their recent employment or
principal occupation, a summary of their specific experience, qualifications, attributes or skills that led to the
conclusion that they are qualified to serve as a director, the names of other public companies for which they currently
serve as a director or have served as a director within the past five years, their period of service as a Flexsteel director
and their age as of September 30, 2016.

The Board of Directors believes that the directors listed below come from a wide variety of business backgrounds,
possess highly ethical standards, uncompromising integrity, operate in the best interest of the shareholders and the
majority are independent as defined by the NASDAQ Stock Market listing standards.

The Board has determined that the Board shall consist of 8 members and has nominated, based on the
recommendation of the Nominating and Governance Committee, Jeffrey T. Bertsch, Michael J. Edwards, and Nancy
E. Uridil for election as Class III Directors of the Company. Lynn J. Davis, will not stand for re-election at the Annual
Meeting. The Board nominates Michael J. Edwards to stand for election as a Class III director, to fill the vacancy. The
Board consulted Park Avenue Advisors to assist with its director search based on criteria set forth in the “Corporate
Governance” section under ‘“Nominating Matters.”

11
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All nominees with the exception of Michael J. Edwards have been previously elected by the shareholders. The Class
III Directors’ next term expires at the 2019 Annual Meeting or upon their respective successors being elected and
qualified or until their earlier resignation, removal or termination. It is the intention of the proxies named herein to
vote FOR these nominees unless otherwise directed in the proxy.

DIRECTORS NOMINATED FOR ELECTION AND RE-ELECTION, CLASS III

Jeffrey T.

Bertsch . . . . . . . .
Retired Senior Vice President Corporate Services, 2004 to 2015, Flexsteel Industries, Inc., Vice President
Corporate Services, 1989 to 2004, Flexsteel Industries, Inc.; Director, American Trust and Savings Bank
(an Iowa bank).

Age 61
Mr. Bertsch brings knowledge of Flexsteel culture and provides insight and perspective on operations,

Director finance, supply-chain management and information technology.

since 1997

Michael J.

Edwards

Chief Executive Officer, 2015 to present, eBags.com (a leading bag retailer); Head of Global
Manufacturing, 2012 to 2015, Staples (an office supplies retailer); President and Chief Executive Officer,
2010 to 2011, Executive Vice President and Chief Merchandising Officer, 2009 to 2010, Borders Group,

Age 56 Inc. (a book and music retailer). Borders Group, Inc. filed a voluntary petition for relief under Chapter 11
of the United States Bankruptcy Code on February 16, 2011.

Director
nominee  Mr. Edwards bring experience in manufacturing, merchandising and general management.

12



Nancy E.
Uridil

Age 64

Director
since 2010
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Retired Senior Vice President, 2005 to 2014, Moen Incorporated (fashion plumbing and durable goods);
Senior Vice President, 2000 to 2005, Estee Lauder Companies (cosmetics and hair care); Senior Vice
President, 1996 to 2000, Mary Kay, Inc. (cosmetics and direct selling); Multiple positions,1974 to 1996,
Procter & Gamble Co. (consumer goods manufacturer). Director, Federal Home Loan Bank of
Cincinnati;

Ms. Uridil brings experience in strategic planning, building global brands, general management,
operational expertise in all aspects of global supply chains, and human resources.

Ms. Uridil is the Chair of the Nominating and Governance Committee and serves on the Compensation
Committee.

DIRECTORS CONTINUING TO SERVE WHOSE TERMS EXPIRE AT THE 2017 ANNUAL MEETING,

CLASS 1

Karel K.
Czanderna

Age 60

Director
since 2012

Thomas M.

Levine

Age 67

Director
since 2010

President and Chief Executive Officer, July 2012 to present, Flexsteel Industries, Inc.; Group President
of Building Materials, 2008 to 2011, Owens Corning (a global producer of building materials,
glass-fiber reinforcements and engineered materials for composite systems); Vice President and General
Manager of KitchenAid, Jenn-Air, cooking and refrigeration, 2002 to 2008, Whirlpool Corporation (a
manufacturer and marketer of home appliances).

Ms. Czanderna brings experience in marketing, product development, global supply chain, human
resources and general management.

Independent Management Advisor, 1995 to present; Executive Vice President, 1982 to 1999, Fostin
Capital Corp (a venture capital investment management company); Vice President, 1982 to 1994, Foster
Industries, Inc. (a private investment company); Partner, 1980 to 1982, Associate, 1974 to 1979,
Berkman Ruslander Pohl Lieber & Engel (a corporate law firm).

Mr. Levine brings experience in general management, business and legal matters.

13



Robert J.
Maricich

Age 66

Director
since 2010
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Mr. Levine is a member of the Nominating and Governance and Audit and Ethics Committees. The
Board has determined that he is an “audit committee financial expert” as defined by SEC rules.

Chief Executive Officer, May 2011 to present, International Market Centers, L. P. (owner and operator
of markets and showrooms for the furniture, home décor and gift industries in High Point, NC and Las
Vegas, NV); President and Chief Executive Officer, 2008 to 2011, of the predecessor company, World
Market Center Ventures LLC; President and Chief Executive Officer, 2000 to 2007 and Senior Vice
President, 1996 to 1999, Century Furniture Industries, Inc. (a furniture manufacturer); President, 1990 to
1996 of two operating companies of LADD Furniture Co., Inc. (a furniture manufacturer).

Mr. Maricich brings experience in engineering, manufacturing, product development, sales and
marketing and general management.

Mr. Maricich is a member of the Compensation Committee and the Audit and Ethics Committee. The
Board has determined that he is an “audit committee financial expert” as defined by SEC rules.

14
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DIRECTORS CONTINUING TO SERVE WHOSE TERMS EXPIRE AT THE 2018 ANNUAL MEETING,

CLASS 11

Mary C.
Bottie

Age 58

Director
since
2003

Eric S.
Rangen

Age 59

Director
since
2002

Retired Vice President, Motorola, Inc. Marketing and General Management (a public integrated
communications and embedded electronic solutions company).

Ms. Bottie brings expertise in general management, operations, marketing, sales and human resources.

Ms. Bottie is Chair of the Compensation Committee, is a member of the Nominating and Governance
Committee and has served on the Audit and Ethics Committee.

Executive Vice President- Strategic Initiatives, August 2015 to present, Optum (part of UnitedHealth
Group), Senior Vice President and Chief Accounting Officer, 2006 to August 2015, UnitedHealth Group (a
public diversified health and well-being company); Executive Vice President and Chief Financial Officer,
2001 to 2006, Alliant Techsystems Inc. (a public advanced weapons and space systems company); Partner
1994 to 2001, Deloitte & Touche LLP (an international accounting firm); Director and Audit Committee
Chair, 2015 to present, International Market Centers, L.P. (owner and operator of markets and showrooms
for the furniture, home décor and gift industries in High Point, NC and Las Vegas, NV); Director and Audit
Committee Chair, 2009 to 2011, Global Defense Technology & Systems Incorporated (a public company
that provided mission-critical, technology based systems, solutions and services for national security
agencies and other programs of the United States government- sold in 2011).

Mr. Rangen brings experience in finance, general management, and human resources.

Mr. Rangen is Chair of the Audit and Ethics Committee. The Board has determined that he is an “audit
committee financial expert” as defined by SEC rules. Mr. Rangen has served on the Compensation
Committee.

All nominees named above have consented to serve as Directors if elected. In the event that any of the nominees
should fail to stand for election, the persons named as proxy in the enclosed form of proxy intend to vote for substitute
nominees as may be selected by the Board. The proxies cannot be voted for a greater number of persons than the
number of nominees named in this proxy statement.

15
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The Board recommends a vote FOR its Director nominees named in this Proxy Statement. Proxies solicited by
the Board will be so voted unless shareholders specify otherwise in their proxies.

PROPOSAL II

ADVISORY VOTE TO APPROVE EXECUTIVE COMPENSATION

Section 14A of the Securities Exchange Act requires public companies to conduct a separate shareholder advisory

vote on executive compensation as disclosed in the Executive Compensation/Compensation Discussion and Analysis
section, including the compensation tables and related narrative of the annual Proxy Statement. While this advisory
vote, commonly referred to as a “say-on-pay” vote, is non-binding, the Board and the Compensation Committee will
review and consider the voting results when making future decisions regarding our executive compensation programs.
At the 2013 shareholders’ meeting, our shareholders approved our recommendation to perform a say-on-pay vote every
three years.

Based on the aforementioned Executive Compensation/Compensation Discussion and Analysis, and in accordance
with Section 14A of the Securities Exchange Act, we are asking shareholders to approve the following advisory
resolution at the 2016 Annual Meeting:

RESOLVED, that the shareholders approve, on an advisory basis, the compensation of the Company’s named
executive officers as disclosed in the Executive Compensation/Compensation Discussion and Analysis section,
including the compensation tables and the related narrative disclosure in the Proxy Statement for the Company’s 2016
Annual Meeting.

16
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The Board of Directors recommends a vote FOR adoption of the resolution approving the compensation of our
named executive officers.

PROPOSAL III
APPROVAL OF AMENDMENTS TO THE AMENDED AND RESTATED

ARTICLES OF INCORPORATION

The Company is proposing an amendment to its Amended and Restated Articles of Incorporation to eliminate the
specifically designated shares of preferred stock. The Company currently has authorized 15,000,000 shares of
common stock, $1 par value, of which there are shares outstanding as of October 10, 2016; 60,000
cumulative preferred shares, $50 par value, and 70,000 preferred shares, $1 par value. There are no preferred shares
outstanding.

The Board believes it is in the best interest of the Company to modify its capital structure and cancel the authorized
preferred stock. The preferred shares are no longer necessary as a capital component and the specific terms of the
preferred shares significantly limit any likelihood that the Company would issue these preferred shares in the future.
In addition, the amendment does not affect the Company’s compensation plans. The current authority of the Board to
issue preferred stock may potentially have an anti-takeover effect by making it more difficult to obtain shareholder
approval of various transactions. For example, the Board could authorize preferred stock and issue it to another person
or entity to make it more difficult for another entity to obtain control of the Company. The Board believes it has
sufficient other protections to defend the long-term interest of its shareholders in the event of an unsolicited offer for
the Company.

Our Board recommends that Article IV of the Amended and Restated Articles of Incorporation be amended to read as
follows:

“ARTICLE IV. Authorized Capital. The total authorized number of shares of this corporation is 15,000,000 par value
$1.00 per share. Each common share is entitled to one vote.”

An affirmative vote of two-thirds of the voting power of shares present and entitled to vote is required to approve this
Proposal Number II1.

17
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The complete text of the proposed Amended and Restated Articles of Incorporation reflecting the amendment
proposed in this Proxy Statement is set forth in Appendix A.

The Board recommends a vote FOR the proposal to approve the amendments to the Amended and Restated
Articles of Incorporation. Unless otherwise specified, the proxies solicited by the Board will be voted FOR the
proposal.

DIRECTOR COMPENSATION

Changes to Director Compensation

The Compensation Committee has the responsibility for reviewing and recommending to the Board compensation for
non-executive directors. As part of its 2016 review, the Compensation Committee engaged Meridian Compensation
Partners, LLC to provide competitive market data and advice regarding non-executive director compensation. In
connection with this review, the Board made the following changes effective December 2015 to position Flexsteel
non-executive director compensation within a competitive range of the median practices among our peers:

Jacreased annual cash retainer from $35,000 to $40,000;

Increased Board Chair supplemental retainer from $25,000 to $35,000;

Replaced stock option grant with annual stock grant valued at $50,000;

Eliminated all individual Committee meeting fees;

Jacreased Audit & Ethics Committee Chair retainer from $10,000 to $15,000;

Established Committee Member retainers of $7,500, $4,000 and $4,000 for the Audit & Ethics, Compensation and
Nominating & Governance Committees, respectively; and

Implemented share ownership guidelines for non-executive directors requiring the ownership of shares equal to three
times each director’s annual cash retainer

18
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Annual Compensation

Our non-executive directors received annual compensation as shown in the table below. There are no additional
meeting fees. The Board Chair and members of our committees receive additional compensation due to the workload
and broad responsibilities of these positions. All compensation is paid quarterly.

The following table sets forth the cash and non-cash compensation for fiscal 2016 awarded to or earned by each of our

directors who is not also a named executive officer.

Fees Earned or Stock

Name (1) Paid in Cash
$)(2)
Lynn J. Davis — Board Chair70,750
Jeffrey T. Bertsch (4) 20,000
Mary C. Bottie 47,875
Robert E. Deignan (5) 21,000
Thomas M. Levine 50,375
Robert J. Maricich 50,375
Eric S. Rangen 51,500
James R. Richardson (5) 18,250
Nancy E. Uridil 50,625

Awards

$)3)

37,500
25,000
37,500
12,500
37,500
37,500
37,500
12,500
37,500

Total

$)

108,250
45,000
85,375
33,500
87,875
87,875
89,000
30,750
88,125

As of June 30, 2016, each Director who is not an employee had the following stock options outstanding; Mr.
Davis, 20,500 options; Mr. Bertsch, 16,700 options; Ms. Bottie, 5,500 options; Mr. Deignan, 10,500 options; Mr.
(1) Levine, 8,000 options; Mr. Maricich, 5,500 options; Mr. Rangen, 19,250 options; and Ms. Uridil, 13,000 options.

Each non-executive Director is paid a retainer at the rate of $40,000 per year. In addition, the Chair of the Board is
paid an additional retainer of $35,000 per year. The Audit & Ethics Committee Chair is paid a retainer of $15,000.
The Compensation Committee Chair and the Nominating and Governance Chair are each paid a retainer of

2)

$7,500. Audit and Ethics Committee members are paid a retainer of $7.500. Compensation Committee and
Nominating and Governance Committee members are paid a retainer of $4,000.

Effective December 2015, each Director receives a stock grant in four quarterly amounts of $12,500, with no

additional vesting requirements.

3)
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Mr. Bertsch retired as an executive officer on December 31, 2015. The compensation shown was earned during
the period January 1, 2016 through June 30, 2016.

The compensation shown for Mr. Deignan and Mr. Richardson was earned during the period July 1, 2015 through
December 7, 2015.

20
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CORPORATE GOVERNANCE

Board of Directors

Our Board of Directors is currently comprised of eight members. During the fiscal year ended June 30, 2016, four
meetings of the Board were held. All of the directors of the Company attended 100% of the meetings of the Board and
the committees on which they served. The Company does not have a formal policy regarding attendance by Board
members at the Company’s annual meetings, but the Board encourages all its members to attend the annual meeting of
shareholders. All members of the Board of Directors attended the prior year’s annual meeting.

The Board has determined that the following directors, which constitute a majority of the Board of Directors, are
independent directors as defined by The NASDAQ Stock Market listing standards: Mary C. Bottie, Lynn J. Davis,
Thomas M. Levine, Robert J. Maricich, Eric S. Rangen and Nancy E. Uridil. Director nominee, Michael J. Edwards,
is an independent director pursuant to NASDAQ rules. The independent directors meet periodically in executive
session as part of a Board meeting.

Board Leadership Structure

The Board elected an independent director, Mr. Davis, to serve as Chair of the Board. Our Bylaws provide that the
Chair of the Board may be an independent director or the Chief Executive Officer of the Company. In making
leadership determinations, the Board considers many factors including the specific needs of the business and what is
in the best interest of our shareholders. The Board believes that presently it is in the best interest of the Company that
the positions of Chair of the Board and Chief Executive Officer are separate. The Board believes that this separation is
presently appropriate as it allows the Chief Executive Officer to focus primarily on leading our day-to-day operations
while the Chair of the Board can focus on leading the Board.

Ability of Shareholders to Communicate with the Board of Directors

The Board has provided the means by which shareholders may send communications to the Board or to individual
members of the Board. Such communications, whether by letter, email or telephone should be directed to the
Secretary of the Company who will forward them to the intended recipients. However, unsolicited advertisements or
invitations to conferences or promotional material, in the discretion of the Secretary, may not be forwarded to the
directors.
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Risk Oversight

The Board of Directors is responsible for consideration and oversight of risks facing Flexsteel. Together with the
Board’s standing committees, the Board is responsible for ensuring that material risks are identified and managed
appropriately. The Board and its committees, regularly review strategic, operational, financial, compensation and
compliance risks with senior management. The Audit and Ethics Committee performs a central oversight role with
respect to financial and compliance risks, and reports on its findings at each regularly scheduled meeting of the full
Board. The Audit and Ethics Committee is responsible for assessing risk related to our capital structure, significant
financial exposures, risk management and major insurance programs. The Audit and Ethics Committee regularly
evaluates financial risk associated with such programs. The Compensation Committee considers risk in connection
with its design of compensation programs for our executives.

Committees of the Board

Subject to our Bylaws, applicable law and regulatory requirements, the Board may establish additional or different
committees from time to time. Our Board of Directors has established three standing committees: Audit and Ethics
Committee, Compensation Committee, and Nominating and Governance Committee. The charters of all three
committees are available at www.flexsteel.com in the Investors section. The principal duties of the three committees
are set forth below.

Audit and Ethics Committee — Appoints and confers with the independent registered public accounting firm on
various matters, including the scope and results of the audit; authorizes special reviews or audits; reviews and
approves quarterly and annual SEC filings; reviews internal auditing procedures and the adequacy of internal controls;
and reviews policies and practices relating to compliance with laws, conflicts of interest and ethical standards of the
Company. The Committee held four meetings during the fiscal year ended June 30, 2016. The Committee members
are Eric S. Rangen - Chair, Thomas M. Levine and Robert J. Maricich and the Board has determined that all three
members of the Audit and Ethics Committee qualify as “audit committee financial experts” within the meaning of the
Securities Exchange Act of 1934, as amended, referred to as the “1934 Act”.
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Compensation Committee — Makes recommendations regarding Board compensation; reviews performance,
compensation and benefits of all executive officers; determines stock option grants; and develops and maintains
succession planning policies and criteria for executive officers. The Committee held two meetings during the fiscal
year ended June 30, 2016. The Committee members are Mary C. Bottie - Chair, Robert J. Maricich and Nancy E.
Uridil. The Board believes all Committee members are independent as defined by the NASDAQ Stock Market listing
standards.

Nominating and Governance Committee — Recommends directors and reviews qualifications of director candidates;
evaluates Board performance; develops and recommends a succession plan for the Board; reviews and recommends
the practices, policies and procedures of the Board; conducts new Board member orientation and ongoing education
for Board members; and reviews corporate responsibility, diversity and sustainability. The Committee held four
meetings during the fiscal year ended June 30, 2016. The Committee members are Nancy E. Uridil — Chair, Mary C.
Bottie and Thomas M. Levine.

Code of Ethics

The Company has a written code of ethics titled Guidelines for Business Conduct. The code of ethics applies to the
Company’s directors and employees including the Chief Executive Officer, Chief Financial Officer and Principal
Accounting Officer. The code of ethics includes guidelines relating to the ethical handling of actual or potential
conflicts of interest, compliance with laws, accurate financial reporting, and procedures for promoting compliance
with, and reporting violations of, the code of ethics. The Guidelines for Business Conduct is available on the
Company’s website at http://www.flexsteel.com/content/investors in the Corporate Governance section. The Company
intends to post any amendments to or waivers of its code of ethics (to the extent applicable to the Company’s Chief
Executive Officer, Chief Financial Officer or Principal Accounting Officer) at this location on its website.

Related Party Transaction Policy

The Audit and Ethics Committee of the Board of Directors has adopted a written policy regarding transactions with
related parties. In accordance with the policy, the Audit and Ethics Committee is responsible for the review and
approval of all transactions with related persons that are required to be disclosed under the rules of the Securities and
Exchange Commission. Under the policy, a “related person” includes any of the Flexsteel directors or executive officers,
certain shareholders and any of their respective immediate family members. The policy applies to transactions in

which Flexsteel is a participant, the amount involved exceeds $120,000 and a related person has a direct or indirect
material interest. Under the policy, all material information related to any covered transaction is to be disclosed to the
Audit and Ethics Committee. The Audit and Ethics Committee may use any process and review any information that it
determines is reasonable under the circumstances in order to determine whether the covered transaction is fair and
reasonable, on terms no less favorable to Flexsteel than could be obtained in a comparable arms-length transaction
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with an unrelated third party and in the best interests of Flexsteel.

Compensation Committee Interlocks and Insider Participation

The current members of the Company’s Compensation Committee are Mary C. Bottie, Chair, and Nancy E. Uridil,
neither of which is, or has been, an officer of the Company. Robert J. Maricich is also a member of the Compensation
Committee and served as an officer of the Company from May 1, 1989 to July 12, 1989. No executive officer of the
Company served as a director of another entity that had an executive officer serving on the Company’s compensation
committee. No executive officer of the Company served as a member of the compensation committee of another entity
which had an executive officer who served as a director of the Company.

Stock Option Granting Policy

The Compensation Committee has formalized its stock option granting practices by adopting a policy for the grant of
stock options. The policy reflects the Compensation Committee’s long-standing approach to stock option grants
described in the Compensation Discussion & Analysis section under Omnibus Stock Plan. In addition, the policy
provides, among other things, that all grants of stock options must be approved by the Compensation Committee or its
designee; stock options may not be granted to a current director, officer or employee during any quarterly or other
blackout period as defined in our insider trading policy; the grant date for each option will be the date of the
Compensation Committee meeting at which action was taken to approve the stock option; the exercise price for the
stock option will be equal to the last sale price per share of our common stock as reported on The NASDAQ Stock
Market on the grant date; specifies procedures for granting stock options to newly hired executives; and that any
program, plan or practice to time or select the grant dates of stock options in coordination with the release by us of
material non-public information is prohibited.
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Stock Ownership Guidelines

In July 2016, the Board adopted Stock Ownership Guidelines for its Section 16 executive officers, non-employee
directors of the Board, officers of the Company, and all other employees that receive stock based compensation. These
individuals are expected to own Flexsteel shares of common stock in the following amounts:

-Directors:  Three times annual director cash compensation
-Executive Directors: ~ Two times base salary
-Officers:  Base salary

-Key Associates: ~ One-half of base salary

Ownership includes direct ownership, joint ownership by participant or their spouse, and indirect ownership through a
trust, partnership, limited liability company or other entity for the benefit of the participant or spouse. In addition,
ownership includes restricted stock awards and intrinsic value of unexercised stock options acquired under Flexsteel’s
equity plans.

Nominating Matters

The Nominating and Governance Committee of the Board of Directors is responsible for making recommendations to
the Board concerning nominees for election as directors and nominees for Board vacancies. When assessing a director
candidate’s qualifications, the Nominating and Governance Committee considers the candidate’s expertise in finance,
general management, human resources, legal, marketing, sales, operations, manufacturing, supply-chain, company
culture, and their independence, high ethical standards, and uncompromising integrity. In addition, the Nominating
and Governance Committee looks at the overall composition of the Board and how a candidate would contribute to
the overall synergy and collaborative process of the Board. The Nominating and Governance Committee has not
established specific minimum eligibility requirements for candidates other than high ethical standards,
uncompromising integrity, commitment to act in the best interests of the shareholders, requirements relating to age
and ensuring that a substantial majority of the board remains independent.

In addition to the considerations described above, our Nominating and Governance Committee considers diversity in
its evaluation of candidates for Board membership. Although the Company has no formal diversity policy, the Board
believes that diversity with respect to factors such as background, experience, skills, race, gender and national origin
is an important consideration in board composition. The Nominating and Governance Committee discusses diversity
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considerations in connection with each candidate, as well as on a periodic basis in connection with the composition of
the Board as a whole.

If the Nominating and Governance Committee approves a candidate for further review following an initial screening,
the Nominating and Governance Committee will establish an interview process for the candidate. Generally, the
candidate will meet with the members of the Nominating and Governance Committee, along with our Chief Executive
Officer. Contemporaneously with the interview process, the Nominating and Governance Committee will conduct a
comprehensive conflicts-of-interest assessment of the candidate. The Nominating and Governance Committee will
consider reports of the interviews and the conflicts-of-interest assessment to determine whether to recommend the
candidate to the full Board. The Nominating and Governance Committee will also take into consideration the
candidate’s personal attributes, including, without limitation, personal integrity, loyalty to and concern for the success
and welfare of the Company and its shareholders, willingness to apply sound and independent business judgment,
awareness of a director’s vital part in good corporate citizenship and image, time available for meetings and
consultation on Company matters and willingness to assume broad, fiduciary responsibility.

Recommendations for candidates to be considered for election to the Board at our annual shareholder meetings may
be submitted to the Nominating and Governance Committee by our shareholders. Candidates recommended by our
shareholders will be considered under the same standards as candidates that are identified by the Nominating and
Governance Committee. Any nominations for director to be made at an annual meeting of shareholders must be made
in accordance with the requirements described in the section of this Proxy Statement entitled Proposals by
Shareholders. To enable the committee to evaluate the candidate’s qualifications, shareholder recommendations must
include the following information:

The name, age, business address and, if known, residence address of each nominee proposed in such notice;
The principal occupation or employment of each such nominee; and

The number of shares of stock of the Company, which are beneficially owned by each such nominee.

10
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our officers and directors, and persons
who own more than ten percent of a registered class of our equity securities, to file reports of ownership and changes
in ownership with the SEC. Officers, directors and greater than ten percent shareholders are required by SEC
regulation to furnish us with copies of all Section 16(a) forms they file. Based on its review of the copies of such
reports received by it, the Company believes that during fiscal year 2016, all filing requirements applicable to its
executive officers, directors and owners of more than 10% of the Company’s common stock have been met.

Audit and Ethics Committee Report

The Audit and Ethics Committee has reviewed and discussed the audited financial statements with management. The
Audit and Ethics Committee has discussed with Deloitte & Touche LLP, the Company’s independent registered public
accounting firm, the matters required to be discussed by Auditing Standard No. 16, Communications with Audit
Committees, as adopted by the Public Company Accounting Oversight Board. The Audit and Ethics Committee has
received the written disclosures and the letter from Deloitte & Touche LLP required by applicable requirements of the
Public Company Accounting Oversight Board regarding Deloitte & Touche LLP’s communications with the Audit and
Ethics Committee concerning independence and has discussed with Deloitte & Touche LLP the firm’s independence.
Based on the review and discussions referred to above in this report, the Audit and Ethics Committee recommended to
the Board that the audited financial statements be included in the Company’s Annual Report on Form 10-K for the last
fiscal year for filing with the SEC.

This report has been prepared by members of the Audit and Ethics Committee. Members of this Committee are:

Eric S. Rangen, Chair Thomas M. Levine Robert J. Maricich

EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

This Compensation Discussion and Analysis explains the material elements of the compensation of the Company’s
named executive officers and describes the objectives and principles underlying the Company’s executive
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compensation program and decisions made for fiscal 2016. The Compensation Committee of the Board of Directors,
referred to as the “Committee”, is responsible for establishing the policies and programs for compensating the named
executive officers. The Committee is comprised of independent directors as defined in The NASDAQ Stock Market
listing standards. The Committee also has oversight responsibility of our cash incentive compensation plan, stock
plans, long-term incentive plan and other benefit plans for our named executive officers.

Compensation Philosophy and Objectives. We believe it is in our shareholders’ interests to attract, motivate and retain
highly qualified individuals in critical positions by providing competitive compensation opportunities. Our guiding
compensation principles endeavor to align executive compensation with our strategic objectives and financial
performance. We believe that our compensation programs are aligned with our strategic objectives. Most importantly,
we believe that our executive compensation programs appropriately link pay to performance and are well aligned with
the long-term interests of our shareholders. We further believe that our executive compensation principles have
resulted in executive compensation decisions that have appropriately recognized executive performance which have
benefited the Company and our shareholders and are expected to drive long-term shareholder value. The following list
provides the guiding principles of our compensation programs:

- Attract, develop and retain highly competitive leaders;

-Link pay to performance;

-Incent executives to grow the business and increase shareholder value;

-Reward team and individual results;

-Make a significant level of total target compensation variable;

-Compete with our peer group;

11
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-On aggregate, high performers base salary will be higher than the peer set;

-Our Compensation Plans will be easy to understand and administer without compromising the Plans; and

Support the overall business objectives and
strategy.

Key compensation decisions made by the Committee include:

Salary and incentives in our executive officer compensation programs are targeted to the median of our peer group,
for commensurate performance;

Annual cash incentive and long-term incentives are based on performance, requiring the achievement of
pre-determined individual financial and non-financial goals, which drive shareholder value; and

-A limited number of perquisites are offered.

At the 2013 shareholders’ meeting, our shareholders approved an advisory (non-binding) proposal concerning our
fiscal 2013 executive compensation program with approximately 97% of the votes cast in favor of the proposal.
Although the Committee interprets this vote as an affirmation of the Company’s executive compensation program, the
Committee will continue to explore ways to further align executive compensation with the interests of shareholders.
Our shareholders also approved our recommendation to perform a say-on-pay vote every three years.

Competitive Positioning and Compensation Consultant. The Committee regularly reviews executive compensation
levels to ensure we will be able to attract and retain the caliber of executives needed to run our business and that pay
for executives is reasonable and appropriate relative to market practice. The Committee periodically completes an
in-depth analysis of the Company’s compensation philosophy and structure, including the level of various
compensation components, such as salary, annual incentive, and long-term incentive opportunities among peer group
companies assisted by an independent compensation consulting firm. The most recent survey was completed for the
Committee in early 2016 with the assistance of the independent consulting firm of Meridian Compensation Partners,
LLC, referred to as “Meridian”. Meridian benchmarked named executive officer pay opportunities against the external
market and focused the analysis on pay program opportunities and structure, rather than amounts actually realized by
named executives. Meridian evaluated the market competitiveness of Flexsteel executives in the following categories:
base salary, target annual incentives, target total cash compensation (base salary plus target annual incentives), grant
date value of long-term incentives, and target total compensation (target total cash plus long-term incentives).
Flexsteel’s executive compensation was compared with size-adjusted market data from a customized group of
companies. Meridian identified and the Committee approved 13 peer companies for use in executive compensation
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reviews as follows:

American Woodmark Corporation

Kimball International, Inc.
Bassett Furniture Industries, Inc.

Knoll, Inc.
Culp, Inc.

La-Z-Boy Incorporated
Dixie Group, Inc.

Lifetime Brands, Inc.
Ethan Allen Interiors Inc.

Patrick Industries, Inc.
Hooker Furniture Corporation

Select Comfort Corporation
Johnson Outdoors Inc.

iRobot was removed from our peer group as its revenue, assets and market cap were no longer comparable. Culp, Inc.,
a textile industry company, was added to our peer group because it is more aligned with Flexsteel.

Role of Executives in Establishing Compensation. Our Chief Executive Officer plays an integral role in
recommending compensation for named executive officers (including base salary and performance-based annual and
long-term cash and equity compensation). Our Chief Executive Officer participates in Committee meetings to provide
background information on our business, financial and operational objectives, and annually reviews the performance
of each executive officer based on their contributions to achieving our business, financial and operational objectives
and recommends compensation for our executive officers. Committee members also develop their own opinions on
the annual performance of our executive officers based on their interactions with them. As required by the listing
standards of The NASDAQ Stock Market LLC, our Chief Executive Officer does not participate in deliberations
concerning, or vote on, the compensation arrangements for herself. The Committee approves the compensation for all
executive officers.

12
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Components of Executive Compensation. The principal components of our executive compensation program include
base salary, annual cash incentive compensation and longer-term incentives using our common stock and benefit
programs.

Base Salary. An individual executive’s base salary is based upon the executive’s level of responsibility, cumulative
knowledge and experience, past individual performance, contributions to past corporate performance, and competitive
rates of pay. The Committee reviews each executive officer’s salary annually and makes adjustments, as appropriate,
based on the Chief Executive Officer’s recommendation including any change in the executive’s responsibilities, the
executive’s past performance and changes in competitive salary levels provided by the compensation consultants
retained by the Committee.

The base salaries of Karel K. Czanderna, our Chief Executive Officer, Timothy E. Hall, our Senior Vice
President-Finance, Chief Financial Officer, Treasurer, and Secretary, and Jeffrey T. Bertsch, our Senior Vice
President-Corporate Services remained the same in fiscal 2016 as compared to fiscal 2015. The base salary of Julia K.
Bizzis, Senior Vice President-- Strategic Growth, increased in fiscal 2016 as compared to fiscal 2015 from $285,000
to $295,000 based on changes in competitive salary levels and expanded job responsibilities. The Committee’s action
not to increase the base salaries of the named executive officers, other than Ms. Bizzis, is consistent with the
Committee’s philosophy to shift more of these named executive officers’ total compensation to incentive based
compensation. The Committee believes the base salaries of the named executive officers for fiscal 2016 were at
acceptable market rates.

Cash Incentive Compensation. Based upon the recommendation of the Compensation Committee, our Board of
Directors adopted, and our shareholders approved at the 2013 Annual Meeting of Shareholders, the Flexsteel
Industries, Inc. Cash Incentive Compensation Plan, referred to as the “CIP”. The purpose of our CIP is to align incentive
compensation with performance measures that drive the Company’s market value. The CIP is also designed to promote
the accomplishment of corporate objectives as reflected in the Company’s annual operating plan and objectives
established by management, and to recognize achievement through the payment of incentive compensation. After the
completion of the year, the Committee ratifies cash incentives based principally on the extent to which objectives have
been achieved. If threshold performance levels are not met, no award is made. The incentive award levels are
expressed as a percentage of the executive officer’s base salary ranging from 50% to 115% based on the individual’s
responsibility level and total compensation. The payouts of the individual objectives of the CIP range from threshold
of 40% to a maximum of 200% of the target award. When the threshold performance is achieved, the payout
percentage increases proportionately to the improvement in performance as measured against the objective. The
objectives for fiscal year 2016 for each of the named executive officers, including weighting for each objective, were
(i) Ms. Czanderna and Mr. Hall: 50% diluted earnings per share, 10% net sales, 30% free cash flow, and 10%
leadership and effectiveness, as evaluated by the Committee; (ii) Ms. Bizzis: 40% diluted earnings per share, 20% net
sales, 20% free cash flow, and 20% leadership and effectiveness, as evaluated by the Committee; (iii) Mr. Bertsch:
50% diluted earnings per share, 20% net sales, and 30% free cash flow. In evaluating a named executive officer’s
leadership