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Item 7.01 Regulation FD Disclosure

Flexsteel Industries, Inc. (“Flexsteel” or the “Company”) has reached a $9.8 million cash settlement with the United States Environmental Protection
Agency (“EPA”) concerning the Lane Street Groundwater Contamination Superfund Site (“Lane Street”) in Elkhart, Indiana. Although Flexsteel strongly
disputes liability in this matter, the settlement fully resolves the Company’s alleged liability for the Lane Street contamination, including the EPA’s past
costs and future remediation costs.

The Consent Decree memorializing Flexsteel’s settlement with the EPA achieves finality for the Company in a long-running dispute with the EPA as
to the source of the Lane Street contamination in Elkhart. Flexsteel’s involvement in the matter relates to its 1997 acquisition of assets of Dygert Seating,
Inc. to support the Company’s former recreational vehicle seating division which operated in Elkhart. A number of years after Flexsteel closed the
operation, groundwater contamination was discovered in the neighborhood to the south of the industrial park in which Flexsteel briefly operated. The EPA
began pursuing Flexsteel for cleanup of the contamination in 2016.

Flexsteel’s independent environmental investigation determined that the source of the contamination was located at another property where Flexsteel
did not operate, supporting Flexsteel’s position that it did not cause or contribute to the contamination. Despite that fact, Flexsteel determined that entering
into this agreement, and foreclosing on the liabilities associated with the EPA’s claims, is in the best interest of the Company.

Net of expected insurance proceeds, the Company does not expect its uncovered contribution in the settlement to exceed the liability previously
recognized related to this matter. The Consent Decree is subject to court approval.
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