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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C.  20549

Form 10-K

x Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the fiscal year ended June 30, 2010

or

o Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the transition period from                             to

Commission file number 0-5151

_______________________________________________

FLEXSTEEL INDUSTRIES, INC.

(Exact name of registrant as specified in its charter)

Minnesota 42-0442319
(State or other jurisdiction of incorporation or

organization)
(I.R.S. Employer Identification No.)

3400 Jackson Street, Dubuque, Iowa 52004-0877
(Address of principal executive offices) (Zip Code)

Registrant�s telephone number, including area code: (563) 556-7730
_______________________________________________

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Common Stock, $1.00 Par Value The NASDAQ Stock Market LLC
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Securities registered pursuant to Section 12(g) of the Act:

None

(Title of Class)

Indicate by check mark whether the registrant is a well-known seasoned issuer, as defined in Rule 405 of the
Securities Act.

Yes o    No x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.    

Yes o    No x

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.  Yes x    No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files).  Yes
o    No o

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of registrant�s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company.  See definitions of �large accelerated filer�, �accelerated filer� and �smaller reporting
company� in Rule 12b-2 of the Exchange Act (check one).

Large accelerated filer o    Accelerated filer o    Non-accelerated filer o    Smaller reporting company x

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act).  Yes o    No x
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The aggregate market value of the voting stock held by non-affiliates, computed by reference to the last sales price on
December 31, 2009 (which was the last business day of the registrant�s most recently completed second quarter) was
$42,346,870.

Indicate the number of shares outstanding of each of the registrant�s classes of Common Stock, as of the latest
practicable date.  6,645,532 Common Shares ($1 par value) as of August 18, 2010.

DOCUMENTS INCORPORATED BY REFERENCE
In Part III, portions of the registrant�s 2010 Proxy Statement to be filed with the Securities and Exchange Commission
within 120 days of the Registrant�s fiscal year end.
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PART I

Cautionary Statement Relevant to Forward-Looking Information for the Purpose of �Safe Harbor� Provisions of
the Private Securities Litigation Reform Act of 1995

The Company and its representatives may from time to time make written or oral forward-looking statements with
respect to long-term goals or anticipated results of the Company, including statements contained in the Company�s
filings with the Securities and Exchange Commission and in its reports to stockholders.

Statements, including those in this Annual Report on Form 10-K, which are not historical or current facts, are
�forward-looking statements� made pursuant to the safe harbor provisions of the Private Securities Litigation Reform
Act of 1995.  There are certain important factors that could cause our results to differ materially from those anticipated
by some of the statements made herein.  Investors are cautioned that all forward-looking statements involve risk and
uncertainty.  Some of the factors that could affect results are the cyclical nature of the furniture industry, the
effectiveness of new product introductions and distribution channels, the product mix of sales, pricing pressures, the
cost of raw materials and fuel, foreign currency valuations, actions by governments including laws, regulations, taxes
and tariffs, inflation, the amount of sales generated and the profit margins thereon, competition (both foreign and
domestic), changes in interest rates, credit exposure with customers and general economic conditions.  For further
information regarding these risks and uncertainties, see the �Risk Factors� section in Item 1A of this Annual Report on
Form 10-K.

The Company specifically declines to undertake any obligation to publicly revise any forward-looking statements that
have been made to reflect events or circumstances after the date of such statements or to reflect the occurrence of
anticipated or unanticipated events.

Item 1.           Business

General

Flexsteel Industries, Inc. and Subsidiaries (the �Company�) was incorporated in 1929 and is one of the oldest and largest
manufacturers, importers and marketers of residential and commercial upholstered and wooden furniture products in
the country.  Product offerings include a wide variety of upholstered and wood furniture such as sofas, loveseats,
chairs, reclining and rocker-reclining chairs, swivel rockers, sofa beds, convertible bedding units, occasional tables,
desks, dining tables and chairs and bedroom furniture.  The Company�s products are intended for use in home, office,
hotel and other commercial applications.  Featured as a basic component in most of the upholstered furniture is a
unique steel drop-in seat spring from which our name �Flexsteel� is derived.  The Company distributes its products
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throughout the United States through the Company�s sales force and various independent representatives.  The
Company�s products are also sold to several national and regional chains, some of which sell on a private label basis.
No single customer accounted for more than 10% of net sales.

The Company has one active wholly-owned subsidiary: DMI Furniture, Inc. (�DMI�), which is a Louisville,
Kentucky-based, manufacturer, importer and marketer of residential and commercial office furniture with
manufacturing and warehouses in Indiana and manufacturing sources in Asia; DMI�s divisions are WYNWOOD,
Homestyles and DMI Commercial Office Furniture. 

The Company operates in one reportable operating segment, furniture products.  Our furniture products business
involves the distribution of manufactured and imported products consisting of a broad line of upholstered and wooden
furniture for residential and commercial markets.  Set forth below is information for the past three fiscal years
showing the Company�s net sales attributable to each of the areas of application (in thousands):

FOR THE YEARS ENDED JUNE 30,
2010 2009 2008

Residential $ 246,041 $ 230,727 $ 258,084
Commercial 80,425 93,431 147,571

$ 326,466 $ 324,158 $ 405,655

Manufacturing and Offshore Sourcing

We integrate our manufactured products with finished products acquired from offshore suppliers who can meet our
quality specification and scheduling requirements.  We will continue to pursue and refine this blended strategy,
offering customers manufactured goods, products manufactured utilizing imported component parts, and
ready-to-deliver imported products.  The Company believes that it best serves customers by offering products from
each of these categories to assist customers in reaching specific consumers with varied price points, styles and product
categories.  This blended focus on products allows the Company to provide a wide range of options to satisfy
customer requirements.

2
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We operate manufacturing facilities that are located in Arkansas, California, Georgia, Indiana, Iowa, Mississippi and
Juarez, Mexico.  These manufacturing operations are integral to our product offerings and distribution strategy by
offering smaller and more frequent product runs of a wider product selection.  We identify and eliminate
manufacturing inefficiencies and adjust manufacturing schedules on a daily basis to meet customer requirements.  We
have established relationships with key suppliers to ensure prompt delivery of quality component parts.  Our
production includes the use of selected offshore component parts to enhance our product quality and value in the
marketplace.

Competition

The furniture industry is highly competitive and includes a large number of domestic and foreign manufacturers and
distributors, none of which dominates the market.  Our competition includes foreign manufacturers, in countries such
as China, which have lower production costs, and through direct importing by certain large retailers.  The markets in
which we compete include a large number of relatively small manufacturers; however, certain competitors have
substantially greater sales volumes and financial resources than we have.  Our products compete based on style,
quality, price, delivery, service and durability.  We believe that our manufacturing capabilities, facility locations,
commitment to customers, product quality and value and experienced production, marketing and management teams,
aided by offshore sourced components and finished product, are our competitive advantages.    

Seasonality

The Company�s business is not considered seasonal. 

Foreign Operations

The Company makes minimal export sales.  At June 30, 2010, the Company had approximately 80 employees located
in Asia to inspect and coordinate the delivery of purchased products. 

Customer Backlog

The approximate backlog of customer orders believed to be firm as of the end of the current fiscal year and the prior
two fiscal years were as follows (in thousands):

June 30, 2010 June 30, 2009 June 30, 2008
$ 49,000 $ 35,200 $ 45,700

Raw Materials
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The Company utilizes various types of wood, fabrics, leathers, upholstered filling material, high carbon spring steel,
bar and wire stock, polyurethane and other raw materials in manufacturing furniture.  While the Company purchases
these materials from numerous outside suppliers, both domestic and offshore, it is not dependent upon any single
source of supply.  The costs of certain raw materials fluctuate, but all continue to be readily available.

Working Capital Practices

For a discussion of the Company�s working capital practices, see �Liquidity and Capital Resources� in Item 7 of this
Annual Report on Form 10-K. 

Industry Factors

The Company has exposure to actions by governments, including tariffs, see �Risk Factors� in Item 1A of this Annual
Report on Form 10-K. 

Government Regulations

The Company is subject to various local, state, and federal laws, regulations and agencies that affect businesses
generally, see �Risk Factors� in Item 1A of this Annual Report on Form 10-K. 

Environmental Matters

The Company is subject to environmental laws and regulations with respect to product content and industrial waste,
see �Risk Factors� in Item 1A of this Annual Report on Form 10-K. 

Trademarks and Patents

The Company owns the American and Canadian improvement patents to its Flexsteel seat spring, as well as patents on
convertible beds.  The Company has patents and owns certain trademarks in connection with its furniture products,
which are due to expire on dates ranging from 2011 to 2028.  The Company does not consider its trademarks and
patents material to its business.

3
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It is not common in the furniture industry to obtain a patent for a furniture design.  If a particular design of a furniture
manufacturer is well accepted in the marketplace, it is common for other manufacturers to imitate the same design
without recourse by the furniture manufacturer who initially introduced the design.  Furniture products are designed
by the Company�s own design staff and through the services of independent designers.  New models and designs of
furniture, as well as new fabrics, are introduced continuously.  In the last three fiscal years, these design activities
involved the following expenditures (in thousands):

Fiscal Year Ended June 30, Expenditures
2010 $2,040
2009 $2,680
2008 $3,130

Employees

The Company had 1,400 employees as of June 30, 2010 including 300 employees that are covered by collective
bargaining agreements.  Management believes it has good relations with employees.

Website and Available Information

Our website is located at www.flexsteel.com.  Information on the website does not constitute part of this Annual
Report on Form 10-K.

A copy of the Company�s Annual Report on Form 10-K, as filed with the Securities and Exchange Commission (�SEC�),
other SEC reports filed or furnished and our Guidelines for Business Conduct are available, without charge, on the
Company�s website at www.flexsteel.com or by writing to the Office of the Secretary, Flexsteel Industries, Inc., P. O.
Box 877, Dubuque, IA  52004-0877.

Item 1A.        Risk Factors

Our business is subject to a variety of risks.  You should carefully consider the risk factors detailed below in
conjunction with the other information contained in this Annual Report on Form 10-K.  Should any of these risks
actually materialize, our business, financial condition, and future prospects could be negatively impacted.  These risks
are not the only ones we face.  There may be additional factors that are presently unknown to us or that we currently
believe to be immaterial that could affect our business.
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We may lose market share due to competition, which would decrease our future sales and earnings.

The furniture industry is very competitive and fragmented.  We compete with many domestic and foreign
manufacturers and distributors.  Some competitors have greater financial resources than we have and some often offer
extensively advertised, well-recognized, branded products.  Foreign producers typically have lower selling prices due
to their lower operating costs.  As a result, we may not be able to maintain or raise the prices of our products in
response to such competitive pressures or increasing costs.  Also, due to the large number of competitors and their
wide range of product offerings, we may not be able to differentiate our products (through styling, finish and other
construction techniques) from those of our competitors.  Large retail furniture dealers have the ability to obtain
offshore sourcing on their own.  As a result, we are continually subject to the risk of losing market share, which may
lower our sales and earnings.

Our offshore capabilities provide flexibility in product offerings and pricing to meet competitive pressures, but
this approach may adversely affect our ability to service customers, which could lower future sales and
earnings.

We acquire a portion of our finished goods and components used in our manufacturing operations from foreign
vendors. These vendors are located primarily in Southeast Asia. The delivery of goods from these vendors may be
delayed for reasons not typically encountered with U.S. suppliers including shipment delays caused by customs, labor
issues, changes in political, economic and social conditions, laws and regulations. This could make it more difficult to
service our customers resulting in lower sales and earnings.

If we experience the loss of large customers through business failures (or for other reasons) or any extended
business interruptions at our manufacturing facilities, this could decrease our future sales and earnings.

Although we have no customers that individually represent 10% or more of our net sales, the possibility of business
failures by, or the loss of, large customers could decrease our future sales and earnings.  Lost sales may be difficult to
replace and any amounts owed to us may become uncollectible.  Our inability to fill customer orders during an
extended business interruption could negatively impact existing customer relationships resulting in market share
decreases.

4
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At times it is necessary we discontinue certain relationships with customers who do not meet our growth, credit or
profitability standards.  Until realignment is established, there can be a decrease in near-term sales and earnings.  We
continually review relationships with our customers and future realignments are possible based upon such ongoing
reviews.

Our failure to anticipate or respond to changes in consumer tastes and fashions in a timely manner could
adversely affect our business and decrease our sales and earnings.

Furniture is a styled product and is subject to rapidly changing consumer trends and tastes and is highly fashion
oriented, and if we are not able to acquire sufficient fabric variety, or if we are unable to predict or respond to changes
in fashion trends, we may lose sales and have to sell excess inventory at reduced prices.

If we experience fluctuations in the price, availability and quality of raw materials, this could cause
manufacturing delays, adversely affect our ability to provide goods to our customers and increase our costs,
any of which could decrease our sales and earnings.

We use various types of wood, fabrics, leathers, upholstered filling material, high carbon spring steel, bar and wire
stock and other raw materials in manufacturing furniture.  Because we are dependent on outside suppliers for all of our
raw material needs, we must obtain sufficient quantities of quality raw materials from our suppliers at acceptable
prices and in a timely manner.  We do not utilize long-term supply contracts with our suppliers.  Unfavorable
fluctuations in the price, quality and availability of these raw materials could negatively affect our ability to meet
demands of our customers and have a negative impact on product margin.  The inability to meet our customers�
demands could result in the loss of future sales, and we may not always be able to pass along price increases to our
customers due to competitive and marketing pressures.

Future costs of complying with various laws and regulations may adversely impact future operating results.

Our business is subject to various laws and regulations, such as the Patient Protection and Affordable Care Act of
2010, the Pension Protection Act of 2006, the Lacey Act, as amended in 2008 to cover plants and trees, the Consumer
Product Safety Improvement Act of 2008, the Security and Accountability for Every (SAFE) Port Act of 2006, the
Maritime Transportation Security Act of 2002, the Fair and Accurate Credit Transactions Act as well as many others.
Partially in response to the financial markets crises and the global economic recession, regulatory initiatives have
accelerated in the United States and abroad. These initiatives could have a significant impact on our operations and the
cost to comply with such laws and regulations could adversely impact our financial position, results of operations and
cash flows. In addition, failure to comply with such laws and regulations, even inadvertently, could produce negative
consequences which could adversely impact our operations.
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Terms of collective bargaining agreements and labor disruptions could adversely impact our results of
operations.

We employ approximately 1,400 people, 20% of whom are covered by union contracts.  Where a significant portion
of our workers are unionized, our ability to implement productivity improvements and effect savings with respect to
health care, pension and other retirement costs is more restricted than in many nonunion operations as a result of
various restrictions specified in our collective bargaining agreements.  Terms of collective bargaining agreements that
prevent us from competing effectively could adversely affect our financial condition, results of operations and cash
flows.  We are committed to working with those groups to resolve conflicts as they arise.  However, there can be no
assurance that these efforts will be successful.

Due to our participation in three multi-employer pension plans, we may have exposures under those plans that
could extend beyond what our obligations would be with respect to our employees.

We participate in, and make periodic contributions to, three multi-employer pension plans that cover 60% of our union
employees.  Multi-employer pension plans are managed by trustee boards comprised of participating employer and
labor union representatives, and the employers participating in a multi-employer pension plan are jointly responsible
for maintaining the plan�s funding requirements. Based on the most recent information available to us, we believe that
the present value of actuarially accrued liabilities in the multi-employer pension plans substantially exceeds the value
of the assets held in trust to pay benefits.  As a result of our participation, we could experience greater volatility in our
overall pension funding obligations.  Our obligations may be impacted by the funded status of the plans, the plans
investment performance, changes in the participant demographics, financial stability of contributing employers and
changes in actuarial assumptions.  Proposed changes in generally accepted accounting principles could result in a
requirement to record a portion of the multi-employer plan�s funded status as a liability in our financial statements.

5
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We are, and may in the future be, a party to legal proceedings and claims, including those involving product
liability or environmental matters, some of which claim significant damages and could adversely affect our
business, operating results and financial condition.

We face the business risk of exposure to product liability claims in the event that the use of any of our products results
in personal injury or property damage.  In the event any of our products prove to be defective, we may be required to
recall or redesign such products.  We maintain insurance against product liability claims, but there can be no
assurance such coverage will continue to be available on terms acceptable to us or that such coverage will be adequate
for liabilities actually incurred.

Given the inherent uncertainty of litigation, we can offer no assurance future litigation will not have a material adverse
impact on our business, operating results or financial condition.  We are also subject to various laws and regulations
relating to environmental protection and the discharge of materials into the environment and we could incur
substantial costs as a result of the noncompliance with, or liability for cleanup or other costs or damages under,
environmental laws.

Item 1B.        Unresolved Staff Comments

None.

Item 2.           Properties

The Company owns the following facilities as of June 30, 2010:

Location
Approximate

Size (square feet) Principal Operations
Dubuque, Iowa 719,000             Manufacturing, Distribution and Corporate Offices
Lancaster, Pennsylvania 216,000             Distribution
Riverside, California 236,000             

 69,000             
Manufacturing
Distribution

Dublin, Georgia 300,000             Manufacturing
Harrison, Arkansas 221,000             Manufacturing
Starkville, Mississippi 349,000             Manufacturing
New Paris, Indiana 168,000             Held for sale
Huntingburg, Indiana 612,000             

 79,000             
Distribution
Manufacturing
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The Company leases the following facilities as of June 30, 2010:

Location
Approximate

Size (square feet) Principal Operations
Vancouver, Washington 16,000            Distribution
Louisville, Kentucky  15,000            Administrative Offices
Ferdinand, Indiana 133,000            Distribution
Juarez, Mexico 48,000            Manufacturing

The Company�s operating plants are well suited for their manufacturing purposes and have been updated and expanded
from time to time as conditions warrant.  Management believes there is adequate production and distribution capacity
at the Company�s facilities to meet present market demands.

The Company leases showrooms for displaying its products in the furniture markets in High Point, North Carolina and
Las Vegas, Nevada.

Item 3.           Legal Proceedings

From time to time, the Company is subject to various legal proceedings, including lawsuits, which arise out of, and are
incidental to, the conduct of the Company�s business.  The Company does not consider any of such proceedings that
are currently pending, individually or in the aggregate, to be material to its business or likely to result in a material
adverse effect on its consolidated operating results, financial condition, or cash flows.

Item 4.           Reserved

6
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PART II

Item 5.           Market for the Registrant�s Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities

Share Investment Performance

The following graph is based upon the SIC Code #251 Household Furniture Index as a peer group.  It shows changes
over the past five-year period in the value of $100 invested in: (1) Flexsteel�s common stock; (2) The NASDAQ
Global Market; and (3) an industry peer group of the following: Bassett Furniture Ind., Chromcraft Revington Inc.,
Ethan Allen Interiors, Furniture Brands Intl., Hooker Furniture Corp., Kimball International, La-Z-Boy Inc., Natuzzi
S.P.A., and Stanley Furniture Inc.

2005 2006 2007 2008 2009 2010
Flexsteel 100.00   94.34 109.27   88.34 69.02   92.34
Peer Group 100.00 106.68   92.86   66.82 33.33   42.16
NASDAQ 100.00 106.47 128.53 114.15 92.32 107.12
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The NASDAQ Global Market is the principal market on which the Company�s common stock is traded. 

Sale Price of Common Stock * Cash Dividends
Fiscal 2010 Fiscal 2009 Per Share

High Low High Low
Fiscal
2010

Fiscal
2009

First Quarter $ 8.84 $ 6.64
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