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SOUTHWEST AIRLINES CO.
FORM 10-Q

PART I – FINANCIAL INFORMATION

Item 1. Financial Statements
Southwest Airlines Co.

Condensed Consolidated Balance Sheet
(in millions)
(unaudited)

June 30, 2026 December 31, 2025
ASSETS    
Current assets:  

Cash and cash equivalents $ 3,791  $ 3,231 
Accounts and other receivables 1,218  1,149 
Inventories of parts and supplies, at cost 917  775 
Prepaid expenses and other current assets 556  490 

Total current assets 6,482  5,645 

Property and equipment, at cost:
Flight equipment 26,198  26,293 
Ground property and equipment 9,485  9,163 
Deposits on flight equipment purchase contracts 616  401 
Assets constructed for others 88  88 

36,387  35,945 
Less allowance for depreciation and amortization 15,745  15,700 

  20,642  20,245 
Goodwill 970  970 
Operating lease right-of-use assets 953  1,089 
Other assets 1,075  1,112 

  $ 30,122  $ 29,061 

LIABILITIES AND STOCKHOLDERS' EQUITY    
Current liabilities:    

Accounts payable $ 2,072  $ 1,991 
Accrued liabilities 2,247  2,349 
Current operating lease liabilities 283  312 
Air traffic liability 6,510  5,945 
Current maturities of long-term debt 2,156  324 

Total current liabilities 13,268  10,921 

Long-term debt less current maturities 3,790  4,577 
Air traffic liability - noncurrent 1,674  1,219 
Deferred income taxes 2,421  2,289 
Noncurrent operating lease liabilities 660  768 
Other noncurrent liabilities 1,227  1,306 
Stockholders' equity:    

Common stock 888  888 
Capital in excess of par value 4,294  4,322 
Retained earnings 16,672  16,388 
Accumulated other comprehensive income (loss) 22  (24)
Treasury stock, at cost (14,794) (13,593)

Total stockholders' equity 7,082  7,981 

  $ 30,122  $ 29,061 

    
See accompanying notes.
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Southwest Airlines Co.
Condensed Consolidated Statement of Comprehensive Income

(in millions, except per share amounts)
(unaudited)

  Three months ended June 30, Six months ended June 30,
  2026 2025 2026 2025
OPERATING REVENUES:        
Passenger $ 7,745  $ 6,627  $ 14,337  $ 12,438 
Freight 50  44  93  86 
Other 637  573  1,252  1,148 

Total operating revenues 8,432  7,244  15,682  13,672 

OPERATING EXPENSES:        
Salaries, wages, and benefits 3,499  3,262  6,797  6,364 
Aircraft fuel and related taxes 2,215  1,326  3,571  2,575 
Maintenance materials and repairs 294  331  552  623 
Landing fees and airport rentals 636  567  1,208  1,090 
Depreciation and amortization 402  400  800  795 
Other operating expenses 1,101  1,133  2,139  2,223 

Total operating expenses 8,147  7,019  15,067  13,670 

OPERATING INCOME 285  225  615  2 

NON-OPERATING EXPENSES (INCOME):    
Interest expense 64  39  118  85 
Capitalized interest (12) (13) (25) (24)
Interest income (33) (54) (57) (138)
Other (gains) losses, net (40) (27) (13) (9)

Total non-operating expenses (income) (21) (55) 23  (86)

INCOME BEFORE INCOME TAXES 306  280  592  88 
PROVISION FOR INCOME TAXES 73  67  132  24 

NET INCOME $ 233  $ 213  $ 460  $ 64 

NET INCOME PER SHARE, BASIC $ 0.48  $ 0.40  $ 0.93  $ 0.11 

NET INCOME PER SHARE, DILUTED $ 0.47  $ 0.39  $ 0.92  $ 0.11 

COMPREHENSIVE INCOME $ 256  $ 202  $ 506  $ 54 

WEIGHTED AVERAGE SHARES OUTSTANDING      
Basic 489  538  494  561 
Diluted 493  541  498  564 

See accompanying notes.
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Southwest Airlines Co.
Condensed Consolidated Statement of Stockholders' Equity

(in millions, except per share amounts)
(unaudited)

   Common stock
Capital in excess of

par value Retained earnings

Accumulated other
comprehensive income

(loss) Treasury stock Total

Balance at December 31, 2025 $ 888  $ 4,322  $ 16,388  $ (24) $ (13,593) $ 7,981 
Repurchase of common stock (b) —  (53) —  —  (1,217) (a) (1,270)
Issuance of common and treasury stock pursuant to
Employee stock plans —  (26) —  —  12  (14)
Share-based compensation —  17  —  —  —  17 
Cash dividends, $0.18 per share —  —  (89) —  —  (89)
Comprehensive income —  —  227  23  —  250 

Balance at March 31, 2026 $ 888  $ 4,260  $ 16,526  $ (1) $ (14,798) $ 6,875 
Issuance of common and treasury stock pursuant to
Employee stock plans —  13  —  —  4  17 
Share-based compensation —  21  —  —  —  21 
Cash dividends, $0.18 per share —  —  (87) —  —  (87)
Comprehensive income —  —  233  23  —  256 

Balance at June 30, 2026 $ 888  $ 4,294  $ 16,672  $ 22  $ (14,794) $ 7,082 

(a) Includes excise tax incurred on share repurchases, net of issuances.
(b) For the three months ended March 31, 2026, the Company repurchased 28 million shares of its common stock.

   Common stock
Capital in excess of

par value Retained earnings

Accumulated other
comprehensive income

(loss) Treasury stock Total

Balance at December 31, 2024 $ 888  $ 4,199  $ 16,332  $ (25) $ (11,044) $ 10,350 
Repurchase of common stock —  —  —  —  (758) (a) (758)
Issuance of common and treasury stock pursuant to
Employee stock plans —  (10) —  —  13  3 
Share-based compensation —  21  —  —  —  21 
Cash dividends, $0.18 per share —  —  (103) —  —  (103)
Comprehensive income (loss) —  —  (149) 1  —  (148)

Balance at March 31, 2025 $ 888  $ 4,210  $ 16,080  $ (24) $ (11,789) $ 9,365 
Repurchase of common stock —  —  —  —  (1,515) (a) (1,515)
Issuance of common and treasury stock pursuant to
Employee stock plans —  12  —  —  5  17 
Share-based compensation —  25  —  —  —  25 
Cash dividends, $0.18 per share —  —  (94) —  —  (94)
Comprehensive income (loss) —  —  213  (11) —  202 

Balance at June 30, 2025 $ 888  $ 4,247  $ 16,199  $ (35) $ (13,299) $ 8,000 

(a) Includes excise tax incurred on share repurchases, net of issuances.

See accompanying notes.
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Southwest Airlines Co.
Condensed Consolidated Statement of Cash Flows

(in millions)
(unaudited)

Three months ended Six months ended
June 30, June 30,

  2026 2025 2026 2025
CASH FLOWS FROM OPERATING ACTIVITIES:        
Net income $ 233  $ 213  $ 460  $ 64 
Adjustments to reconcile net income to net cash provided by operating activities:      

Depreciation and amortization 402  400  800  795 
Impairment of long-lived assets —  8  —  8 
Deferred income taxes 60  66  117  23 
Gain on sale-leaseback transactions —  —  —  (3)

Changes in certain assets and liabilities:      
Accounts and other receivables 37  90  (56) 146 
Other assets (54) 212  (115) 357 
Accounts payable and accrued liabilities 23  (95) (56) (220)
Air traffic liability (65) (606) 1,021  55 
Other liabilities (53) 28  (130) (35)

Cash collateral provided to derivative counterparties —  —  —  (22)
Other, net (53) 85  (94) 93 

Net cash provided by operating activities 530  401  1,947  1,261 

CASH FLOWS FROM INVESTING ACTIVITIES:        
Capital expenditures (818) (660) (1,448) (1,187)
Proceeds from sale of property and equipment 258  25  450  51 
Proceeds from sale-leaseback transactions —  —  —  24 
Purchases of short-term investments —  (319) —  (370)
Proceeds from sales of short-term and other investments —  72  —  1,226 
Other, net —  —  (6) (3)

Net cash used in investing activities (560) (882) (1,004) (259)

CASH FLOWS FROM FINANCING ACTIVITIES:        
Proceeds from issuance of long-term debt 1,000  —  1,500  — 
Proceeds from Employee stock plans 15  15  31  32 
Repurchase of common stock —  (1,500) (1,250) (2,250)
Payments of long-term debt and finance lease obligations (431) (2,592) (437) (2,598)
Payments of cash dividends (88) (103) (181) (210)
Other, net (3) 2  (46) (10)

Net cash provided by (used in) financing activities 493  (4,178) (383) (5,036)

NET CHANGE IN CASH AND CASH EQUIVALENTS 463  (4,659) 560  (4,034)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 3,328  8,134  3,231  7,509 

CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 3,791  $ 3,475  $ 3,791  $ 3,475 

CASH PAYMENTS FOR:
Interest, net of amount capitalized $ 92  $ 53  $ 93  $ 64 

SUPPLEMENTAL DISCLOSURE OF NON-CASH TRANSACTIONS:
Right-of-use assets acquired or modified under operating leases $ 11  $ 20  $ 17  $ 34 

See accompanying notes.
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Notes to Condensed Consolidated
Financial Statements

Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statements

(unaudited)

1.    BASIS OF PRESENTATION

Basis of Presentation

Southwest Airlines Co. (the "Company" or "Southwest") operates Southwest Airlines, a major passenger airline that provides scheduled air transportation in the
United States and near-international markets. The unaudited Condensed Consolidated Financial Statements include accounts of the Company and its wholly
owned subsidiaries.

The accompanying unaudited Condensed Consolidated Financial Statements of the Company and its subsidiaries have been prepared in accordance with
accounting principles generally accepted in the United States for interim financial information and with the instructions to Form 10-Q and Article 10 of
Regulation S-X. Accordingly, they do not include all of the information and footnotes required by generally accepted accounting principles in the United States
("GAAP") for complete financial statements as required in Form 10-K. The unaudited Condensed Consolidated Financial Statements for the interim periods
ended June 30, 2026 and 2025 include all adjustments which are, in the opinion of management, necessary for a fair presentation of the results for the interim
periods. This includes all normal and recurring adjustments and elimination of significant intercompany transactions. Financial results for the Company and
airlines in general can be seasonal in nature. In most markets the Company serves, demand for air travel has historically been greater, and, therefore, revenues
in the airline industry tend to be stronger, during the summer months and peak travel periods, including holidays. As a result, in many cases, the Company's
results of operations reflect this seasonality. However, air travel is also significantly impacted by general economic conditions, the amount of disposable income
available to consumers and changes in consumer behavior, unemployment levels, corporate travel budgets, global pandemics, extreme or severe weather and
natural disasters, fears or actual acts of terrorism or war, governmental actions, and other factors beyond the Company's control. These and other factors, such
as the price of jet fuel in some periods, have created, and may continue to create, significant volatility in the Company's financial results. Operating results for
the three and six months ended June  30, 2026, are not necessarily indicative of the results that may be expected for future quarters or for the year ended
December 31, 2026. For further information, refer to the Consolidated Financial Statements and footnotes thereto included in the Company's Annual Report on
Form 10-K for the year ended December 31, 2025.

Breakage Revenue
During second quarter 2026, in association with its former policy in which flight credits (funds that may be applied towards future travel) did not expire, the
Company determined that a reversal of a portion of previously recognized, prior years' breakage revenue was warranted. Following the Company's prior policy
decision in July 2022 to eliminate the expiration date on flight credits issued, approximately $7.9  billion in non-expiring flight credits were issued by the
Company between July 2022 and December 2025, and the Company had previously estimated, based on both historical and projected redemption behavior at
that time, approximately 23 percent of those non-expiring flight credits would not be redeemed by Customers, and correspondingly recorded estimated breakage
revenue for those amounts over the time period July 2022 through December 2025. Based on the most recent flight credit redemption trends and updated
projections of future redemptions for the remaining available non-expiring flight credits, the Company now believes that approximately 20 percent of the non-
expiring flight credits originally issued between July 2022 and December 2025 will not be redeemed by Customers. Approximately $1.8 billion of such flight
credits remain available as of June 30, 2026. As a result of this change in estimate, the Company is recording a second quarter 2026 reversal of breakage
revenue of $285 million. No breakage revenue related to this population of non-expiring flight credits was recognized in first half 2026; thus, the entire amount
of the second quarter 2026 breakage revenue reversal relates to years 2022 through 2025.

The timing of this adjustment in the second quarter 2026 was impacted by a combination of quantitative trends and qualitative factors affecting Customer
behavior, including the Company's recent significant business transformation initiatives, changes to fare products and distribution channels, and changes to its
flight credit policies. These factors altered historical Customer redemption patterns and reduced the predictive value of historical information observed during
the period in which the credits were issued. As a result, management determined that Customer behavior
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Notes to Condensed Consolidated
Financial Statements

Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statements

(unaudited)

observed through the second quarter of 2026 provided a more reliable basis for estimating the ultimate level of unredeemed flight credits than had previously
been determined.

The Company implemented a change to its flight credit policy, in which flight credits created from reservations booked and ticketed or voluntarily changed on
or after May 28, 2025, will typically have a specified expiration date of one year or less, depending on the type of fare purchased and form of payment used.
However, some non-expiring flight credits continued to be issued subsequent to May 28, 2025, primarily due to reservations for future travel that were already
in place as of that date that were subsequently modified or cancelled. This second quarter 2026 breakage revenue adjustment, and its corresponding increase to
Air Traffic Liability, resulted in the following impact to results:

  Three months ended June 30,
(in millions, except per share amounts) 2026
Breakage revenue adjustment $ (285)
Net income* (185)
Net income per basic share (0.38)
Net income per diluted share (0.37)

* net of profit-sharing benefit and income taxes

Breakage estimates are based on Customers' historical travel behavior as well as assumptions about their future travel behavior. Assumptions about the
Customers' future travel behavior can be impacted by several factors including but not limited to: fare increases; fare sales; changes to the Company's ticketing
policies; changes to the Company’s refund, exchange, and unused flight credit policies; seat availability; economic factors; and the Company's observations
about changes in actual Customer use of flight credits. See Note 5 for further information.

Operating Segments and Related Disclosures

The Company's chief operating decision maker, the Company's President, Chief Executive Officer, & Vice Chairman of the Board of Directors, assesses
performance for the Company's single reportable segment and decides how to allocate resources based on its Net income or loss (see the unaudited Condensed
Consolidated Statement of Comprehensive Income).

For single reportable segment-level financial information, total assets, revenues from external Customers, depreciation and amortization expense, interest
income and interest expense, provision for income taxes, other non-operating expenses, and significant non-cash transactions, see Item 1. Financial Statements.

2.    NEW ACCOUNTING PRONOUNCEMENTS

On May 19, 2026, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) 2026‑02, Environmental Credits and
Environmental Credit Obligations (Topic 818), which establishes a new accounting model for environmental credits and related obligations. ASU 2026-02
provides guidance on the recognition, measurement, presentation, and disclosure of environmental credits, as well as obligations that may be settled using such
credits. Under ASU 2026-02, environmental credits are recognized as assets when it is probable they will be used to satisfy a compliance obligation, transferred,
or otherwise utilized in a qualifying manner. The accounting for these credits, including subsequent measurement, depends on whether they are expected to be
used for compliance or noncompliance purposes. ASU 2026-02 also requires entities to recognize environmental credit obligations as activities occur that give
rise to a regulatory requirement and introduces a measurement approach that is generally linked to the cost basis of credits expected to be used to settle such
obligations. This standard is effective for public business entities for annual reporting periods beginning after December 15, 2027, including
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Financial Statements

Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statements

(unaudited)

interim periods within those annual periods, with early adoption permitted. The Company is evaluating this new standard, but does not expect it to have a
significant impact on its financial statement presentation or results.

On September 18, 2025, the FASB issued ASU 2025-06, Accounting for and Disclosure of Software Costs. The new standard modernizes the guidance to reflect
the software development approaches currently being used by removing all references to "development stages" from Accounting Standards Codification
("ASC") 350-40 Intangibles—Goodwill and Other - Internal-Use Software. Under ASU 2025-06, only the following criteria in ASC 350-40-25-12(b) and (c)
must be met for entities to begin capitalizing software costs: (i) management, with the relevant authority, implicitly or explicitly authorizes and commits to
funding a computer software project and (ii) it is probable that the project will be completed and the software will be used to perform the function intended
(referred to as the "probable-to-complete recognition threshold"). This standard is effective for all entities for annual reporting periods beginning after
December 15, 2027, and interim reporting periods within those annual reporting periods, with early adoption permitted. Entities may apply the guidance
prospectively, retrospectively, or via a modified prospective transition method. The Company is evaluating this new standard, but does not expect it to have a
significant impact on its financial statement presentation or results.

On July 30, 2025, the FASB issued ASU 2025-05, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses for Accounts Receivable
and Contract Assets. This standard includes the option for entities to elect a practical expedient that assumes current conditions as of the balance sheet date do
not change for the remaining life of the asset as a part of estimating expected credit losses. The Company has elected this practical expedient as of first quarter
2026, and there was no significant impact on its financial statement presentation or disclosures.

On November 4, 2024, the FASB issued ASU 2024-03, Income Statement - Reporting Comprehensive Income - Expense Disaggregation Disclosures (Subtopic
220-40): Disaggregation of Income Statement Expenses. This standard responds to investor input by requiring public companies to disclose, in interim and
annual reporting periods, additional information about certain expenses in the notes to the financial statements. This standard does not change the presentation
of expense information or expense captions reported on the face of the income statement. This standard is effective for all entities that are subject to Subtopic
220-40, for annual periods beginning after December 15, 2026, and interim periods within annual reporting periods beginning after December 15, 2027, but
early adoption is permitted. The Company is evaluating this new standard, but does not expect it to have a significant impact on its financial statement
presentation or results.

3.    FINANCIAL DERIVATIVE INSTRUMENTS

Fuel Contracts

Airline operators are inherently dependent upon energy to operate and, therefore, are impacted by changes in jet fuel prices. Furthermore, jet fuel typically
represents one of the largest operating expenses for airlines. The Company has historically aimed to reduce volatility in operating expenses through its fuel
hedging program. However, based on higher fuel hedging premium costs over time and other factors, the Company discontinued its fuel hedging program and
terminated its remaining portfolio of fuel hedging contracts, which were scheduled to settle through 2027, to effectively close its fuel hedging portfolio during
2025. The Company does not intend to add additional fuel derivatives.

The Company recorded expenses associated with fuel derivative contracts that settled during the three and six months ended June 30, 2025 and for amounts that
remain in Accumulated Other Comprehensive Income ("AOCI") associated with previously terminated hedges during the three and six months ended June 30,
2026 and 2025. These expenses are reflected as a component of Aircraft fuel and related taxes expense within the unaudited Condensed Consolidated Statement
of Comprehensive Income:
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Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statements

(unaudited)

Location and amount reclassified from AOCI into income on cash flow hedging relationships
Three months ended Six months ended

Income Statement June 30, June 30,
(in millions) location 2026 2025 2026 2025
Fuel derivative contracts (gross) Aircraft fuel and related taxes $ 29  $ 36  $ 58  $ 73 

Derivatives designated and qualified in cash flow hedging relationships
  Loss recognized in AOCI on derivatives, net of tax

  Three months ended Six months ended
  June 30, June 30,
(in millions) 2026 2025 2026 2025
Fuel derivative contracts $ —  $ 40  $ —  $ 69 

As of June  30, 2026, approximately $79  million remained in AOCI related to these previously closed positions, with approximately $58 million to be
recognized in the remainder of 2026 and $21 million to be recognized in 2027. This balance in AOCI, which does not include any tax impact, will also be
characterized as premium expense and similarly reclassified as an increase to Aircraft fuel and related taxes expense in future periods when the originally
forecasted transactions occur (through the end of 2027) and is net of the impact of the cash proceeds from the hedge terminations. See Note 4 for additional
information on AOCI.

All cash flows associated with purchasing and selling fuel derivatives (including terminations) are classified as Other operating cash flows in the unaudited
Condensed Consolidated Statement of Cash Flows.

Interest Rate Derivatives

The Company holds interest rate swap agreements, which collectively qualify as a fair value hedge, related to its $750 million 5.25% unsecured notes due 2035.
The primary objective for the Company's use of these agreements is to hedge against changes in the fair value of the debt instrument caused by changes in
market interest rates, specifically SOFR, by converting the fixed rate interest of the debt to a floating rate. Under these agreements, the Company pays SOFR
plus a margin on the notional amount of the debt and receives payments based on the fixed stated rate of the notes.

The fair values of the interest rate swap agreements, which are adjusted regularly, have been aggregated by counterparty for classification in the unaudited
Condensed Consolidated Balance Sheet. The following table presents the location of the Company’s interest rate derivative instruments within the unaudited
Condensed Consolidated Balance Sheet:

Derivatives designated as hedges
    Liability derivatives
  Balance Sheet Fair value at Fair value at

(in millions) location 6/30/2026 12/31/2025
Interest rate derivative contracts Other noncurrent liabilities 28  16 

The corresponding offsetting adjustment related to the liability (or asset) associated with the Company’s fair value hedges is to Long-term debt less current
maturities.
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(unaudited)

Credit Risk and Collateral

The Company had no cash collateral posted or received as of June 30, 2026.
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Southwest Airlines Co.
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(unaudited)

4.    COMPREHENSIVE INCOME

Comprehensive income (loss) includes changes in the fair value of certain financial derivative instruments that qualified for hedge accounting and actuarial
gains/losses arising from the Company’s postretirement benefit obligation. The Company terminated its remaining portfolio of fuel hedging contracts during
second quarter 2025, which were scheduled to settle through 2027, to effectively close its fuel hedging portfolio and program. See Note 3. The differences
between Net income and Comprehensive income for the three and six months ended June 30, 2026 and 2025 were as follows:
  Three months ended June 30,
(in millions) 2026 2025
NET INCOME $ 233  $ 213 
Unrealized (gain) loss on fuel derivative instruments, net of
  deferred taxes of $7 and ($4) 22  (a) (12) (a)
Other, net of deferred taxes of $— and $1 1  1 
Total other comprehensive income (loss) $ 23  $ (11)

COMPREHENSIVE INCOME $ 256  $ 202 

(a) Includes reclassification adjustments from AOCI into Aircraft fuel and related taxes expense associated with hedges previously terminated.

  Six months ended June 30,
(in millions) 2026 2025
NET INCOME $ 460  $ 64 
Unrealized (gain) loss on fuel derivative instruments, net of
  deferred taxes of $14 and ($4) 44  (a) (12) (a)
Other, net of deferred taxes of $— and $1 2  2 
Total other comprehensive income (loss) $ 46  $ (10)
COMPREHENSIVE INCOME $ 506  $ 54 

(a) Includes reclassification adjustments from AOCI into Aircraft fuel and related taxes expense associated with hedges previously terminated.

A rollforward of the amounts included in AOCI, net of taxes, is shown below for the three and six months ended June 30, 2026:

(in millions) Fuel derivatives
Defined benefit

plan items Other
Deferred tax

impact

Accumulated other
comprehensive income

(loss)
Balance at March 31, 2026 $ (108) $ 106  $ —  $ 1  $ (1)

Reclassification to earnings 29  —  1  (7) 23 
Balance at June 30, 2026 $ (79) $ 106  $ 1  $ (6) $ 22 

(in millions) Fuel derivatives
Defined benefit

plan items Other
Deferred tax

impact

Accumulated other
comprehensive income

(loss)
Balance at December 31, 2025 $ (137) $ 106  $ (1) $ 8  $ (24)

Reclassification to earnings 58  —  2  (a) (14) 46 
Balance at June 30, 2026 $ (79) $ 106  $ 1  $ (6) $ 22 
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The following tables illustrate the significant amounts reclassified out of each component of AOCI for the three and six months ended June 30, 2026:

Three months ended June 30, 2026
(in millions)

Amounts reclassified from
AOCI

Affected line item in the unaudited Condensed
Consolidated Statement of Comprehensive IncomeAOCI components

Unrealized loss on fuel derivative instruments $ 29  Aircraft fuel and related taxes
7  Less: Tax expense

$ 22  Net of tax
Other $ 2  Other operating expenses

(1) Interest expense
—  Less: Tax expense

$ 1  Net of tax

Total reclassifications for the period $ 23  Net of tax

Six months ended June 30, 2026
(in millions)

Amounts reclassified from
AOCI

Affected line item in the unaudited Condensed
Consolidated Statement of Comprehensive IncomeAOCI components

Unrealized loss on fuel derivative instruments $ 58  Aircraft fuel and related taxes
14  Less: Tax expense

$ 44  Net of tax
Other $ 3  Other operating expenses

(1) Interest expense
—  Less: Tax expense

$ 2  Net of tax

Total reclassifications for the period $ 46  Net of tax

5.    REVENUE

Passenger Revenues

The Company’s contracts with its Customers primarily consist of ticket sales, which are initially deferred as Air traffic liability. Passenger revenue associated
with tickets is recognized when the performance obligation to the Customer is satisfied, which is primarily when travel is provided. For air travel on Southwest,
the amount of tickets (which includes flight credits—also referred to as partial tickets) that will go unused, referred to as breakage, is estimated and recognized
in Passenger revenue once the scheduled flight date has passed, in proportion to the pattern of rights exercised by the Customer.

Revenue is categorized by revenue source as the Company believes this best depicts the nature, amount, timing, and uncertainty of revenue and cash flow. The
following tables provide the components of Passenger revenue and Other revenue recognized for the three and six months ended June 30, 2026 and 2025:
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  Three months ended June 30, Six months ended June 30,
(in millions) 2026 2025 2026 2025
Passenger non-loyalty $ 6,104  (a) $ 5,448  $ 11,292  (a) $ 10,214 
Passenger loyalty - air transportation 766  870  1,454  1,670 
Passenger ancillary sold separately (b) 875  309  1,591  554 

Total passenger revenues $ 7,745  $ 6,627  $ 14,337  $ 12,438 

(a) Includes a reversal of previously recognized breakage revenue of approximately $285 million, related to the periods July 2022 through December 2025. See Note 1 for
further information.
(b) The increase in Passenger ancillary sold separately in the three and six months ended June 30, 2026 as compared with the respective prior periods was due to the Company's
initiative to implement new ancillary products—bag fees for most fare products beginning May 28, 2025, and operating assigned and extra legroom seating for travel beginning
January 27, 2026, which includes the co-brand impact associated with those initiatives.

  Three months ended June 30, Six months ended June 30,
(in millions) 2026 2025 2026 2025
Loyalty program $ 578  $ 536  $ 1,135  $ 1,081 
Other 59  37  117  67 

Total other revenues $ 637  $ 573  $ 1,252  $ 1,148 

Through the Company's co-branded credit card agreement ("Co-brand Agreement") with JPMorgan Chase Bank, N.A. ("Chase"), the Company sells loyalty
points, certain marketing benefits, which consist of the use of the Southwest Airlines brand and access to Rapid Rewards Member lists, licensing and
advertising elements, the use of the Company’s resource team, and other airline benefits. The Company allocates consideration received to performance
obligations based on the relative standalone selling price of those obligations.

In 2025, the Company and Chase amended the Co-brand Agreement—in the first quarter to extend the term of the agreement and add enhanced airline benefits
for Cardmembers associated with the Company's planned assigned and extra legroom seating initiative, which went into effect on January 27, 2026, and again
in the second quarter to add benefits to Cardmembers related to the Company's changes in its checked bag policy that went into effect on May 28, 2025. For
each change to the agreement, the Company estimated the selling prices and volumes over the term of the amended agreement in order to determine the
allocation of proceeds to each of the three performance obligations identified in the agreement, which have been characterized as a transportation component, a
marketing component, and an airline benefits component. The allocations utilized are reviewed to determine if adjustment is necessary any time there is a
modification to the Co-brand Agreement.

The Company defers revenue for points earned by Customers through the Co-brand Agreement and subsequently records Passenger revenue related to loyalty
point redemptions for air travel when the travel is delivered. The marketing elements are recognized as Other revenue and the airline benefits are recognized as
Passenger revenue when the performance obligations related to those services are satisfied, which is generally the same period consideration is received from
Chase. As a result of the 2025 amendments to the Co-brand Agreement, a larger portion of the Company's co-brand Chase  Visa credit card benefits from Chase
are now being classified within Passenger revenues commensurate with the Company's ability to satisfy the associated performance obligations, which began in
mid-2025 associated with its change in policy for checked bags, and in first quarter 2026 associated with its implementation of assigned and extra legroom
seating initiatives.

As of June 30, 2026, and December 31, 2025, the components of Air traffic liability, including contract liabilities based on tickets sold and unused flight credits
available to the Customer, both of which are net of recorded breakage, and loyalty points available for redemption, within the unaudited Condensed
Consolidated Balance Sheet were as follows:

®
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  Balance as of
(in millions) June 30, 2026 December 31, 2025
Air traffic liability - passenger travel and ancillary passenger services $ 4,010  $ 2,830 
Air traffic liability - loyalty program 4,174  4,334 

Total Air traffic liability $ 8,184  $ 7,164 

The balance in Air traffic liability - passenger travel and ancillary passenger services also includes flight credits not currently associated with a ticket that can be
applied by Customers towards the purchase of future travel. These flight credits are typically created as a result of a prior ticket cancellation or exchange, and
are recorded net of associated breakage. Rollforwards of the Company's Air traffic liability - loyalty program for the three and six months ended June 30, 2026
and 2025 were as follows:

Three months ended June 30, Six months ended June 30,
(in millions) 2026 2025 2026 2025
Air traffic liability - loyalty program - beginning balance $ 4,278  $ 4,841  $ 4,334  $ 4,849 

Amounts deferred associated with points awarded 695  748  1,357  1,565 
Revenue recognized from points redeemed - Passenger (766) (870) (1,454) (1,670)
Revenue recognized from points redeemed - Other (33) (26) (63) (51)

Air traffic liability - loyalty program - ending balance $ 4,174  $ 4,693  $ 4,174  $ 4,693 

Air traffic liability includes consideration received for ticket and loyalty related performance obligations which have not been satisfied. Rollforwards of the
amounts included in Air traffic liability as of June 30, 2026 and 2025 were as follows:

Six months ended June 30,
(in millions) 2026 2025
Air traffic liability - beginning balance $ 7,164  $ 8,242 

Current period sales (a) 14,891  12,489 
Revenue from amounts included in contract liability opening balances (3,515) (3,855)
Revenue from current period sales (10,356) (8,580)

Air traffic liability - ending balance $ 8,184  $ 8,296 

(a) Current period sales include passenger travel, ancillary services, flight loyalty, and partner loyalty
On May 28, 2025, the Company implemented a change to its flight credit policy. Flight credits created from reservations booked and ticketed or voluntarily
changed on or after May 28, 2025, will typically have a specified expiration date of one year or less, depending on the type of fare purchased and form of
payment used. Flight credits issued between July 28, 2022, and May 28, 2025, including any future issuances associated with bookings made prior to the policy
change on May 28, 2025, do not have an expiration date.

However, some non-expiring flight credits continued to be issued subsequent to May 28, 2025, primarily due to reservations for future travel that were already
in place as of that date that were subsequently modified or cancelled. During second quarter 2026, in association with its former policy in which flight credits
did not expire, the Company determined that a reversal of a portion of previously recognized breakage revenue was warranted. Approximately $7.9 billion in
non-expiring flight credits were issued by the Company between July 2022 and December 2025. The Company had estimated a portion of those non-expiring
flight credits would not be redeemed by Customers, and correspondingly recorded estimated breakage for those amounts over those periods. Due to higher-
than-projected Customer redemptions of these non-expiring flight credits, along with updated projections of future redemptions, the Company has revised its
estimates with regard to the remaining non-expiring flight credits that remain available for redemption. The Company determined that a reversal of a portion of
previously recognized
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breakage revenue of $285 million was warranted and recorded this adjustment during the three months ended June 30, 2026. This change in breakage revenue,
and the corresponding impact to Passenger revenue, is considered a change in estimate (see Note 1 for further clarification).

The Company issues vacation travel credits for cancelled bookings resulting from the Getaways by Southwest™ ("Getaways") product, and these credits have
an 18-month expiration period from the original booking date. As the Company believes that a portion of Customer travel credits (both flight credits and
Getaways travel credits) issued will not be redeemed, it estimates and records breakage associated with such amounts.

The amount of Customer travel credits represents approximately 6 percent and 5 percent of the total Air traffic liability balance as of June  30, 2026, and
December 31, 2025, respectively.    

6.    NET INCOME PER SHARE
The following table sets forth the computation of basic and diluted net income per share (in millions, except per share amounts). Basic net income per share is
calculated by dividing Net income by the weighted average of shares outstanding during the period. Diluted net income per share reflects the potential dilution
that could occur if securities or other contracts to issue common stock were exercised or converted into common stock. For the three and six months ended
June 30, 2025, an immaterial number of shares related to the Company's restricted stock units were excluded from the denominator because inclusion of such
shares would be antidilutive. There were no antidilutive restricted stock units for the three and six months ended June 30, 2026. During second quarter 2025, the
Company's remaining balance of 1.25 percent Convertible Senior Notes due 2025 (the "Convertible Notes") of $1.6 billion was repaid, settling both principal
and accrued interest. For the three and six months ended June 30, 2025, the weighted-average impact for the outstanding portion of the Convertible Notes was
immaterial.

Three months ended June 30, Six months ended June 30,
  2026 2025 2026 2025
NUMERATOR:

Net income attributable to common stockholders $ 233  $ 213  $ 460  $ 64 

DENOMINATOR:
Weighted-average shares outstanding, basic 489  538  494  561 
Dilutive effect of restricted stock units 4  3  4  3 
Weighted-average shares outstanding, diluted 493  541  498  564 

NET INCOME PER SHARE:
Basic $ 0.48  $ 0.40  $ 0.93  $ 0.11 

Diluted $ 0.47  $ 0.39  $ 0.92  $ 0.11 

7.    FAIR VALUE MEASUREMENTS

Accounting standards pertaining to fair value measurements establish a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value.
These tiers include: Level 1, defined as observable inputs such as quoted prices in active markets; Level 2, defined as inputs other than quoted prices in active
markets that are either directly or indirectly observable; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore requiring
an entity to develop its own assumptions.
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As of June  30, 2026, the Company held certain items that are required to be measured at fair value on a recurring basis, including cash equivalents. The
Company may also from time to time hold short-term investments and available-for-sale securities. The majority of the Company’s cash equivalents consist of
instruments classified as Level 1. However, the Company classifies any certificates of deposit and time deposits it holds as Level 2 due to the fact that the fair
value for these instruments is determined utilizing observable inputs in non-active markets. Equity securities primarily consist of investments with readily
determinable market values associated with the Company’s excess benefit plan.

The Company’s interest rate derivative instruments consist of over-the-counter contracts, which are not traded on a public exchange. Interest rate derivatives
currently consist solely of swap agreements. See Note 3 for further information on the Company’s derivative instruments and hedging activities. The fair values
of swap contracts are determined based on inputs that are readily available in public markets or can be derived from information available in publicly quoted
markets. Therefore, the Company has categorized these swap contracts as Level 2. The Company also considered counterparty credit risk and its own credit risk
in its determination of all estimated fair values. The Company consistently applied these valuation techniques in all periods presented and believes it obtained
the most accurate information available for the types of derivative contracts it holds.

Included in Equity securities are the Company’s investments primarily associated with its deferred compensation plans, which consist of mutual funds that are
publicly traded and for which market prices are readily available. These plans are non-qualified deferred compensation plans designed to hold contributions in
excess of limits established by the Internal Revenue Code of 1986, as amended. The distribution timing and payment amounts under these plans are made based
on the participant’s distribution election and plan balance. Assets related to the funded portions of the deferred compensation plans are held in a rabbi trust, and
the Company remains liable to these participants for the unfunded portion of the plans. The Company records changes in the fair value of plan obligations and
plan assets, which net to zero, within the Salaries, wages, and benefits line and Other (gains) losses, net line, respectively, of the unaudited Condensed
Consolidated Statement of Comprehensive Income.

The following tables present the Company’s assets and liabilities that are measured at fair value on a recurring basis as of June 30, 2026, and December 31,
2025:
    Fair value measurements at reporting date using:

Quoted prices in active
markets for identical assets

Significant other
observable inputs

Description June 30, 2026 (Level 1) (Level 2)
Assets (in millions)
Cash equivalents:      

Cash equivalents (a) $ 3,391  $ 3,391  $ — 
Time deposits 400  —  400 

Equity Securities 393  393  — 
Total assets $ 4,184  $ 3,784  $ 400 

Liabilities      
Interest rate derivatives (see Note 3) $ (28) $ —  $ (28)

(a) Cash equivalents are primarily composed of money market investments.
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    Fair value measurements at reporting date using:
Quoted prices in active

markets for identical assets
Significant other
observable inputs

Description December 31, 2025 (Level 1) (Level 2)
Assets (in millions)
Cash equivalents:    

Cash equivalents (a) $ 2,831  $ 2,831  $ — 
Time deposits 400  —  400 

Equity Securities 457  457  — 
Total assets $ 3,688  $ 3,288  $ 400 

Liabilities      
Interest rate derivatives (see Note 3) $ (16) $ —  $ (16)

(a) Cash equivalents are primarily composed of money market investments.

The Company did not have any material assets or liabilities measured at fair value on a nonrecurring basis, or on a recurring basis using significant
unobservable inputs (Level 3) during the six months ended June 30, 2026, or the year ended December 31, 2025.

The carrying amounts and estimated fair values of the Company’s short-term and long-term debt (including current maturities), as well as the applicable fair
value hierarchy tier, as of June 30, 2026, are presented in the table below. The fair values of the Company’s publicly held debt are determined based on inputs
that are readily available in public markets or can be derived from information available in publicly quoted markets; therefore, the Company has categorized
these agreements as Level 2. All privately held debt agreements are categorized as Level 3. The Company has determined the estimated fair value of this debt to
be Level 3, as certain inputs used to determine the fair value of these agreements are unobservable. The Company utilizes indicative pricing from counterparties
and a discounted cash flow method to estimate the fair value of the Level 3 items.

(in millions) Maturity date Carrying value Estimated fair value
Fair value level

hierarchy
3.000% Notes 2026 $ 300  $ 299  Level 2
7.375% Debentures 2027 102  104  Level 2
3.450% Notes 2027 300  296  Level 2
5.125% Notes 2027 1,727  1,735  Level 2
4.375% Notes 2028 750  744  Level 2
Term Loan Credit Facility 2029 1,500  1,500  Level 3
2.625% Notes 2030 500  463  Level 2
5.250% Notes 2035 722  697  Level 2
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8. SUPPLEMENTAL FINANCIAL INFORMATION
(in millions) June 30, 2026 December 31, 2025
Trade receivables $ 78  $ 98 
Credit card receivables 208  152 
Business partners 750  739 
Taxes receivable —  6 
Reinsurance receivable and losses recoverable 67  89 
Other 115  65 

Accounts and other receivables $ 1,218  $ 1,149 

(in millions) June 30, 2026 December 31, 2025
Intangible assets, net $ 296  $ 296 
Equity securities 393  457 
Prepaid maintenance 316  299 
Other 70  60 

Other assets $ 1,075  $ 1,112 

(in millions) June 30, 2026 December 31, 2025
Accounts payable trade $ 368  $ 389 
Salaries, withholdings, and payroll taxes 540  563 
Ticket taxes and fees 452  333 
Aircraft maintenance payable 31  45 
Fuel payable 232  157 
Dividends payable 88  93 
Third party services 165  201 
Other payable 196  210 

Accounts payable $ 2,072  $ 1,991 

(in millions) June 30, 2026 December 31, 2025
Profit-sharing and savings plans $ 162  $ 157 
Vacation pay 710  684 
Health 204  206 
Workers' compensation 270  242 
Property and income taxes 83  73 
Interest 27  27 
Deferred supplier credits 9  24 
Bonus pay 88  147 
Reinsurance payable and losses payable 139  175 
Aircraft maintenance 71  85 
Advances and deposits 134  142 
Other 350  387 

Accrued liabilities $ 2,247  $ 2,349 
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(in millions) June 30, 2026 December 31, 2025
Postretirement obligation $ 321  $ 321 
Other deferred compensation 443  512 
Deferred co-brand revenue 408  429 
Other 55  44 

Other noncurrent liabilities $ 1,227  $ 1,306 

Other Operating Expenses

Other operating expenses consist of aircraft rentals, distribution costs, advertising expenses, personnel expenses, professional fees, certain technology-related
costs, other operating costs, and any gains or losses on the disposition of assets, none of which individually exceeded 10 percent of Total operating expenses.
For the three and six months ended June 30, 2026, gains on the disposition of assets totaled $105 million and $187 million, respectively.

9.    COMMITMENTS AND CONTINGENCIES

Commitments

The Company's contractual order book with The Boeing Company ("Boeing") for 737-7 ("-7") and 737-8 ("-8") aircraft (together, the "MAX aircraft"), which
extends to 2031, was designed to support the Company's growth and fleet modernization plans, while also providing significant flexibility and optionality to
manage its fleet gauge and size, including opportunities to accelerate fleet modernization efforts. The Company received 13 -8 aircraft deliveries from Boeing
in second quarter 2026 and retired 10 aircraft (including five 737-700 ("-700") aircraft and the sale of one -700 aircraft and four 737-800 ("-800") aircraft). In
addition, during second quarter 2026, the Company exercised six -7 options for delivery in 2027. During the six months ended June 30, 2026, the Company
converted 19 2026 deliveries from -7 to -8 firm orders.

Boeing continues to experience delays in fulfilling its commitments with regards to delivery of MAX aircraft to the Company, primarily as a result of
manufacturing challenges and delays in achieving Federal Aviation Administration ("FAA") certification of one of its new aircraft types, the -7, for which
Southwest expects to be the launch customer. As a result of Boeing's delivery delays, the Company has previously replanned its capacity and delivery
expectations multiple times and will continue to closely monitor the ongoing aircraft delivery delays with Boeing and further adjust expectations as needed.

As of June 30, 2026, the Company had the following firm orders and options for future periods:

The Boeing Company
-7 Firm Orders -8 Firm Orders -7 or -8 Options Total

2026 82  85  —  167  (c)
2027 37  46  7  90 
2028 15  50  25  90 
2029 38  34  18  90 
2030 45  —  45  90 
2031 45  —  45  90 

262 (a) 215 (b) 140 (b) 617

(a) The delivery timing for the -7 is dependent on the FAA issuing required certifications and approvals to Boeing and the Company. The FAA will ultimately determine the
timing of the -7 certification and entry into service, and the Company therefore offers no assurances that current estimations and timelines are correct.
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(b) The Company has flexibility to designate firm orders or options as -7s or -8s, upon written advance notification as stated in the contract.
(c) Includes 23 -8 deliveries received year-to-date through June 30, 2026. In addition, the Company has included 81 of its 2024 and 2025 contractual but undelivered aircraft
(27 -7s and 54 -8s) within its 2026 contractual commitments. The 2026 contractual detail is as follows:

The Boeing Company
-7 Firm Orders -8 Firm Orders Total

2024 Contractual Deliveries 27  —  27 
2025 Contractual Deliveries —  54  54 
2026 Contractual Deliveries 55  31  86 

2026 Combined Contractual Total 82  85  167 

Based on the Company's current agreement with Boeing, capital commitments associated with firm orders as of June 30, 2026, were:

(in billions)
Remainder of

2026 2027 2028 2029 2030 2031 Total
Payments for capital commitments $ 3.9  (a) $ 3.0  $ 2.7  $ 2.5  $ 1.5  $ 1.2  $ 14.8 

(a) Capital commitments associated with the Company's firm orders in 2026 of $3.9  billion include approximately $2.7  billion primarily related to the existing remaining
scheduled 86 MAX aircraft to be delivered in 2026 and $1.2 billion related to 58 MAX aircraft (27 -7s and 31 -8s) that were contractually committed for 2024 and 2025, but
were not received.
Subsequent to June 30, 2026, and through July 23, 2026, the Company exercised two -7 options for delivery in 2027, resulting in an immaterial change to the
Company's capital commitments noted above.

Contingencies

The Company is from time to time subject to various legal proceedings and claims arising in the ordinary course of business and records a liability for such
claims when it is probable that a loss will be incurred and the amount is reasonably estimable.

On December 27, 2019, a former Customer Service Agent at Oakland International Airport, filed a putative class action complaint in the Superior Court of
California, for the County of Santa Clara, against the Company alleging the following seven claims under the California Labor Code and Business &
Professions Code: (1) failure to provide meal periods; (2) failure to provide rest periods; (3) failure to pay hourly wages; (4) failure to provide accurate wage
statements; (5) failure to timely pay all final wages; (6) unfair competition; and (7) civil penalties for the foregoing. Plaintiff filed a First Amended Complaint
on October 15, 2021, that asserted the same causes of action and added a named plaintiff. The First Amended Complaint primarily seeks unpaid wages, interest
thereon, and associated civil and statutory penalties, along with attorneys’ fees and costs. On February 26, 2025, the Court granted class certification as to the
first cause of action for failure to provide meal periods, denied certification on the second through fourth causes of action, and granted certification on the fifth
and sixth causes of action only insofar as they are predicated on the first cause of action. The certified class consists of all of the Company’s non-exempt ground
Employees in California who worked a shift in excess of five hours for the time period between October 24, 2014, forward. On April 17, 2025, the Company
filed a summary judgment motion arguing that Plaintiffs’ first cause of action, and all causes of action predicated thereon, failed as a matter of law. The motion
was granted on July 25, 2025. Judgment was entered in favor of the Company on September 2, 2025, and Plaintiffs filed a notice of appeal on September 4,
2025. On May 6, 2026, Plaintiffs filed their opening appellate brief. The Company’s answering brief is due on August 4, 2026. The Company is currently not
able to estimate a range of possible loss with regards to the litigation to which it is a defendant.
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10.     DEBT

Convertible Notes

On May 1, 2020, the Company completed the public offering of $2.3 billion aggregate principal amount of Convertible Notes, bearing interest at a rate of 1.25
percent, payable semi-annually in arrears. The Company repurchased $689 million during the two year period ending December 31, 2022, and the remaining
$1.6  billion principal amount of the Convertible Notes was repaid at maturity during second quarter 2025 utilizing available cash on hand. An immaterial
amount of Convertible Note conversions settled at maturity.
Payroll Support Program Loan due 2031

During 2020 and 2021, the Company entered into definitive documentation with the United States Department of the Treasury ("Treasury") with respect to
payroll funding support ("Payroll Support") pursuant to three separate Payroll Support programs: the "PSP1 Payroll Support Program" in April 2020 under the
Coronavirus Aid, Relief, and Economic Security Act; the "PSP2 Payroll Support Program” in January 2021 under the Consolidated Appropriations Act, 2021;
and the "PSP3 Payroll Support Program" in April 2021 under the American Rescue Plan Act of 2021.

As consideration for its receipt of funding under each of these Payroll Support programs, the Company issued promissory notes in favor of Treasury (each
initially classified as a component of Long-term debt less current maturities in the unaudited Condensed Consolidated Balance Sheet). The note associated with
the PSP1 Payroll Support Program was originally due in April 2030 but was redeemed early on April 17, 2025, in the amount of $976  million. The note
associated with the PSP2 Payroll Support Program was originally due in January 2031 but was redeemed early on December 29, 2025, in the amount of
$566 million. All payments were made utilizing available cash on hand.

The note associated with the PSP3 Payroll Support Program was originally due in April 2031. On December 30, 2025, the Company made a partial prepayment
on this note in the amount of $100  million. On April 22, 2026, the Company made an early prepayment of the outstanding loan balance of $426  million,
utilizing available cash on hand.

Term Loan Credit Agreement

On March 11, 2026, the Company entered into a new term loan credit agreement (the "Term Loan Credit Agreement") with a third-party bank, providing for a
$500 million senior secured term loan credit facility (the "Term Loan Facility") that was drawn in full on the closing date. The Term Loan Facility matures in
full on March 11, 2029, and the Company has the right at any time to prepay the loans, in whole or in part, without premium or penalty, upon at least three
business days’ prior written notice to the administrative agent. Amounts prepaid under the Term Loan Credit Agreement may not be reborrowed.

Additionally, the Term Loan Facility includes an uncommitted incremental term loan feature allowing up to $1 billion in incremental term loan commitments to
be established from time to time in accordance with the terms and conditions set forth in the Term Loan Credit Agreement. On May 19, 2026, the Company
executed an upsize of the Term Loan Facility for $1 billion of incremental term loan commitments, and amended the incremental term loan feature to allow for
an additional $1 billion more of available uncommitted funds. As of June 30, 2026, the Company had a total outstanding loan balance of $1.5 billion related to
the Term Loan Credit Agreement. The Term Loan Facility is secured by a grant of a security interest in certain aircraft and related assets.
Generally, amounts outstanding under the Term Loan Facility bear interest at interest rates based on either the Term SOFR (as defined in the Term Loan Credit
Agreement) for designated interest periods selected by the Company or the Alternate Base Rate (as defined in the Term Loan Credit Agreement), plus an
applicable margin. The underlying
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Term SOFR is subject to a floor of 0.00% per annum, and the Alternate Base Rate is subject to a floor of 1.00% per annum.

Revolving Credit Facility

As of June 30, 2026, the Company had access to $1.5 billion under its amended and restated revolving credit facility (the "Amended Credit Agreement"), which
expires in August 2028, reflecting the Company’s exercise of the accordion feature to increase the size of the facility on July 22, 2025. For the six months ended
June 30, 2026 and 2025, there were no amounts outstanding under the Amended Credit Agreement.

24



Table of Contents

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

Relevant comparative operating statistics for the three and six months ended June  30, 2026 and 2025 are included below. The Company provides these
operating statistics because they are commonly used in the airline industry and, as such, allow readers to compare the Company’s performance against its results
for the prior year period, as well as against the performance of the Company’s peers.

  Three months ended June 30,
  2026 2025 Change
Revenue passengers carried (000s) 34,331  35,507  (3.3)%
Enplaned passengers (000s) 44,518  44,385  0.3 %
Revenue passenger miles (RPMs) (in millions) 37,346  36,885  1.2 %
Available seat miles (ASMs) (in millions) 47,093  46,996  0.2 %
Load factor 79.3 % 78.5 % 0.8  pts.
Average length of passenger haul (miles) 1,088  1,039  4.7 %
Average aircraft stage length (miles) 784  786  (0.3)%
Trips flown 367,740  367,952  (0.1)%
Seats flown (000s) 59,009  59,265  (0.4)%
Seats per trip 160.5  161.1  (0.4)%
Average passenger fare $ 225.61  $ 186.65  20.9 %
Passenger revenue yield per RPM (cents) 20.74  17.97  15.4 %
Operating revenues per ASM (cents) 17.91  15.41  16.2 %
Operating revenues per ASM, excluding special items (cents) 18.51  15.41  20.1 %
Passenger revenue per ASM (cents) 16.45  14.10  16.7 %
Operating expenses per ASM (cents) 17.30  14.94  15.8 %
Operating expenses per ASM, excluding fuel (cents) 12.60  12.11  4.0 %
Operating expenses per ASM, excluding special items (cents) 17.27  14.89  16.0 %
Operating expenses per ASM, excluding fuel and special items (cents) 12.56  12.07  4.1 %
Operating expenses per ASM, excluding fuel, profitsharing, and special items (cents) 12.45  12.04  3.4 %
Fuel costs per gallon, including fuel tax (unhedged) $ 3.87  $ 2.26  71.2 %
Fuel costs per gallon, including fuel tax $ 3.92  $ 2.32  69.0 %
Fuel consumed, in gallons (millions) 564  570  (1.1)%
Active full-time equivalent Employees 73,456  72,242  1.7 %
Aircraft at end of period 803  810  (0.9)%

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

(i)
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Six months ended June 30,
2026 2025 Change

Revenue passengers carried (000s) 63,506  65,497  (3.0)%
Enplaned passengers (000s) 81,795  81,524  0.3 %
Revenue passenger miles (RPMs) (in millions) 68,497  67,513  1.5 %
Available seat miles (ASMs) (in millions) 89,142  88,427  0.8 %
Load factor 76.8 % 76.3 % 0.5  pts.
Average length of passenger haul (miles) 1,079  1,031  4.7 %
Average aircraft stage length (miles) 781  779  0.3 %
Trips flown 698,110  699,838  (0.2)%
Seats flown (000s) 112,039  112,502  (0.4)%
Seats per trip 160.5  160.8  (0.2)%
Average passenger fare $ 225.76  $ 189.90  18.9 %
Passenger revenue yield per RPM (cents) 20.93  18.42  13.6 %
Operating revenues per ASM (cents) 17.59  15.46  13.8 %
Operating revenues per ASM, excluding special items (cents) 17.91  15.46  15.8 %
Passenger revenue per ASM (cents) 16.08  14.07  14.3 %
Operating expenses per ASM (cents) 16.90  15.46  9.3 %
Operating expenses per ASM, excluding fuel (cents) 12.90  12.55  2.8 %
Operating expenses per ASM, excluding special items (cents) 16.89  15.33  10.2 %
Operating expenses per ASM, excluding fuel and special items (cents) 12.88  12.42  3.7 %
Operating expenses per ASM, excluding fuel, profitsharing, and special items (cents) 12.76  12.40  2.9 %
Fuel costs per gallon, including fuel tax (unhedged) $ 3.31  $ 2.33  42.1 %
Fuel costs per gallon, including fuel tax $ 3.37  $ 2.40  40.4 %
Fuel consumed, in gallons (millions) 1,059  1,071  (1.1)%
Active full-time equivalent Employees 73,456  72,242  1.7 %
Aircraft at end of period 803  810  (0.9)%

(a) A revenue passenger mile is one paying passenger flown one mile. Also referred to as "traffic," which is a measure of demand for a given period.
(b) An available seat mile is one seat (empty or full) flown one mile. Also referred to as "capacity," which is a measure of supply or the space available to carry passengers in

a given period.
(c) Revenue passenger miles divided by available seat miles.
(d) Seats flown is calculated using total number of seats available by aircraft type multiplied by the total trips flown by the same aircraft type during a particular period.
(e) Seats per trip is calculated by dividing seats flown by trips flown.
(f) Calculated as passenger revenue divided by revenue passenger miles. Also referred to as "yield," this is the average cost paid by a paying passenger to fly one mile, which

is a measure of revenue production and fares.
(g) Calculated as operating revenues divided by available seat miles. Also referred to as "operating unit revenues" or "RASM," this is a measure of operating revenue

production based on the total available seat miles flown during a particular period.
(h) Calculated as passenger revenue divided by available seat miles. Also referred to as "passenger unit revenues", this is a measure of passenger revenue production based

on the total available seat miles flown during a particular period.
(i) Calculated as operating expenses divided by available seat miles. Also referred to as "unit costs" or "cost per available seat mile" or "CASM," this is the average cost to

fly an aircraft seat (empty or full) one mile, which is a measure of cost efficiency.

(a)

(b)

(c)

(d)

(e)

(f)

(g)

(h)

(i)
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Financial Highlights

The Company reports its results in accordance with GAAP. The Company also provides certain non-GAAP financial measures which the Company's
management also utilizes to evaluate its ongoing financial performance, and the Company believes provides additional insight to investors as supplemental
information to its GAAP results, as noted in the following tables. See Note Regarding Use of Non-GAAP Financial Measures and the Reconciliation of
Reported Amounts to Non-GAAP Financial Measures for additional detail regarding non-GAAP financial measures.
 

Three months ended June 30,
(in millions, except per share amounts)
GAAP 2026 2025 % Change
Operating income $ 285  $ 225  26.7 %
Net income $ 233  $ 213  9.4 %
Net income per share, diluted $ 0.47  $ 0.39  20.5 %

   
Non-GAAP
Operating income $ 585  $ 245  138.8 %
Net income $ 465  $ 230  102.2 %
Net income per share, diluted $ 0.94  $ 0.43  119.0 %

 
Six months ended June 30,

(in millions, except per share amounts)
GAAP 2026 2025 % Change
Operating income $ 615  $ 2  n.m.
Net income $ 460  $ 64  n.m.
Net income per share, diluted $ 0.92  $ 0.11  n.m.

   
Non-GAAP
Operating income $ 915  $ 117  n.m.
Net income $ 691  $ 153  n.m.
Net income per share, diluted $ 1.39  $ 0.27  n.m.

Despite a dynamic cost and fuel environment, the Company’s Operating income, Net income, and Net income per share, diluted, for the three and six months
ended June 30, 2026, on a GAAP and non-GAAP basis, improved compared with the same prior year period, driven primarily by strong revenue performance,
including an all-time quarterly record Operating revenue performance for the three months ended June 30, 2026, partially offset by higher Aircraft fuel and
related taxes expense and Salaries, wages, and benefits expense. On a GAAP basis, the Company’s results for the three and six months ended June 30, 2026,
included a reversal of $285 million of breakage revenue recorded in prior years related to a portion of flight credits issued to Customers between July 2022 and
December 2025 that have either been redeemed or are expected to be redeemed in future periods. This adjustment was treated as a special item and excluded
from the Company’s presentation of non-GAAP results. See Note Regarding Use of Non-GAAP Financial Measures and Notes 1 and 5 to the unaudited
Condensed Consolidated Financial Statements for further information. Operating expense for the six months ended June 30, 2025, on a non-GAAP basis,
excluded pre-tax charges of $115 million, most notably $62 million related to severance and related professional fees associated with the Company's February
2025 reduction in workforce.

Company Overview
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The Company has substantially completed the implementation of its previously announced transformational initiatives, which were planned and designed to
attract new Customers and improve both the Company's operational and financial performance. Since the introduction of assigned and extra legroom seating on
January 27, 2026, the Company has successfully integrated these offerings into its operations, contributing to improved passenger yields and incremental
revenue. Despite significantly higher fuel costs, results reflect record revenue performance, significant earnings growth and margin expansion, broad demand
strength, continued cost discipline, and strong Customer engagement with the Company’s enhanced product offering.

The Company has also continued to enhance its onboard offerings, with improvements such as in-seat power, larger overhead bins, and upgraded WiFi, with the
first Starlink-equipped aircraft entering service on June 22, 2026, marking the beginning of a new era of inflight connectivity at Southwest. Work is well
underway on a refreshed cabin design, including new, more comfortable RECARO seats. As of July 22, 2026, 107 aircraft retrofitted with RECARO seats have
been placed into service. In addition, the Company entered into new partnerships with Singapore Airlines, which will enable jointly operated itineraries
connecting through the carriers' shared gateway airports in Los Angeles, Seattle-Tacoma, and San Francisco, and with Air Premia, which will enable travel
across the Pacific with interline connections at the carriers' shared gateway airports in Honolulu, Los Angeles, and San Francisco. Since February 13, 2025, the
Company has implemented and/or announced strategic partnerships with a total of nine carriers, through which Customers can book itineraries that connect the
Company's vast domestic network to destinations around the world.

The ongoing geopolitical developments in the Middle East continue to impact the market prices of products that are derived from crude oil, including jet fuel.
The Company’s second quarter Aircraft fuel and related taxes expense was $2.2 billion, or $3.92 per gallon, compared with the first quarter Aircraft fuel and
related taxes expense of $1.4 billion, or $2.73 per gallon. The forward curve on July 17, 2026 implied a third quarter 2026 fuel cost per gallon, including related
taxes, between $3.70 and $3.75. The Company currently expects to utilize approximately 532 million gallons of jet fuel during third quarter 2026.

In second quarter 2026, the Company also paid $88  million to Shareholders through dividends. See "Liquidity and Capital Resources" below for further
information.

To further improve its financial performance, the Company has also intensified its network optimization efforts. Effective June 4, 2026, the Company
suspended operations at Chicago O'Hare International Airport and Washington Dulles International Airport and reduced staffing at Hartsfield-Jackson Atlanta
International Airport, Fort Lauderdale-Hollywood International Airport, and Philadelphia International Airport. A majority of affected Employees were able to
transfer to similar positions across the Company's network and remain employed by Southwest.

On April 7, 2026, the Company's 34 Network Operations Control Customer Planners represented by the International Association of Machinists and Aerospace
Workers ("IAM") voted to ratify the tentative agreement reached on March 27, 2026, as part of the accretion process to join an existing IAM-represented
collective bargaining unit. The newly ratified agreement becomes amendable in December 2027.

Material Changes in Results of Operations

Comparison of the three months ended June 30, 2026 and 2025
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  Three months ended June 30, Increase
(Decrease) Percent change

(in millions) 2026 2025
Passenger $ 7,745  $ 6,627  $ 1,118  16.9 %
Freight 50  44  6  13.6 
Other 637  573  64  11.2 
      Total operating revenues $ 8,432  $ 7,244  $ 1,188  16.4 %

Salaries, wages, and benefits $ 3,499  $ 3,262  $ 237  7.3 %
Aircraft fuel and related taxes 2,215  1,326  889  67.0 
Maintenance materials and repairs 294  331  (37) (11.2)
Landing fees and airport rentals 636  567  69  12.2 
Depreciation and amortization 402  400  2  0.5 
Other operating expenses 1,101  1,133  (32) (2.8)

      Total operating expenses $ 8,147  $ 7,019  $ 1,128  16.1 %

Operating Revenues

Total operating revenues for second quarter 2026 increased by $1.2 billion, or 16.4 percent, year-over-year, to achieve an all-time quarterly Company record of
$8.4 billion, despite a $285 million decrease related to a breakage adjustment, which was treated as a special item and excluded from the Company's
presentation of non-GAAP results. See Note Regarding Use of Non-GAAP Financial Measures and see Notes 1 and 5 to the unaudited Condensed Consolidated
Financial Statements for further information. Passenger revenues for second quarter 2026 increased by $1.1 billion, or 16.9 percent, year-over-year, driven
primarily by a higher percentage of Customers purchasing higher fare categories as a result of the enhanced fare structure, coupled with an increase in new
ancillary products implemented by the Company, including bag fee revenues for first and second checked bags for tickets purchased on or after May 28, 2025,
and operating assigned and extra legroom seating for travel beginning January 27, 2026, which includes the co-brand impact associated with those initiatives.
Other revenues for second quarter 2026 increased by $64 million, or 11.2 percent, year-over-year, driven primarily by improved retail spend on the Company's
co-branded credit cards. Second quarter 2026 RASM was 17.91 cents, finishing 16.2 percent higher than second quarter 2025. The unit revenue increase was
primarily due to a 15.4 percent increase in yield as a result of broad demand strength and strong Customer engagement with the Company's enhanced product
offering, including an increase in ancillary revenues, along with a 0.8 point year-over-year increase in Load factor. Second quarter 2026 RASM, excluding
special items, was 18.51 cents, finishing 20.1 percent higher than second quarter 2025. See Reconciliation of Reported Amounts to Non-GAAP Financial
Measures and Note Regarding Use of Non-GAAP Financial Measures for further information.

Operating Expenses

Operating expenses for second quarter 2026 increased by $1.1 billion, or 16.1 percent, compared with second quarter 2025, and capacity increased 0.2 percent
over the same prior year period. Operating expenses, excluding special items, increased $1.1 billion, or 16.2 percent, compared with second quarter 2025. The
vast majority of the dollar increase was due to higher Aircraft fuel and related taxes expense and Salaries, wages, and benefits expense. The following table
presents the Company's Operating expenses per ASM for the second quarter of 2026 and 2025, followed by explanations of these changes on both a dollar and
unit basis.
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  Three months ended June 30, Per ASM
change

Percent
change(in cents, except for percentages) 2026 2025

Salaries, wages, and benefits 7.44 ¢ 6.94 ¢ 0.50 ¢ 7.2 %
Aircraft fuel and related taxes 4.70  2.83  1.87  66.1 
Maintenance materials and repairs 0.62  0.70  (0.08) (11.4)
Landing fees and airport rentals 1.35  1.21  0.14  11.6 
Depreciation and amortization 0.85  0.85  —  — 
Other operating expenses 2.34  2.41  (0.07) (2.9)

Total 17.30 ¢ 14.94 ¢ 2.36 ¢ 15.8 %

Operating expenses per ASM for second quarter 2026 increased by 15.8 percent compared with second quarter 2025, primarily due to an increase in Aircraft
fuel and related taxes expense and Salaries, wages, and benefits expense. Operating expenses per ASM for second quarter 2026, excluding Aircraft fuel and
related taxes expense, profit sharing, and special items (a non-GAAP financial measure), increased 3.4 percent, compared with second quarter 2025, primarily
due to wage rate inflation in Salaries, wages, and benefits expense in 2026. See Note Regarding Use of Non-GAAP Financial Measures and the Reconciliation
of Reported Amounts to Non-GAAP Financial Measures for additional detail regarding non-GAAP financial measures.

Salaries, wages, and benefits expense for second quarter 2026 increased by $237 million, or 7.3 percent, compared with second quarter 2025. On a per ASM
basis, second quarter 2026 Salaries, wages, and benefits expense increased 7.2 percent, compared with second quarter 2025. On a dollar and per ASM basis, the
majority of the increase was due to step/pay rate increases and related benefits for the Company's workforce.

Aircraft fuel and related taxes expense for second quarter 2026 increased by $889 million, or 67.0 percent, compared with second quarter 2025. On a per ASM
basis, second quarter 2026 Aircraft fuel and related taxes expense increased 66.1 percent. On a dollar and per ASM basis, the increase was primarily attributable
to increased jet fuel prices, particularly due to recent market disruptions and worldwide geopolitical events. The following table provides more information on
the Company's fuel costs per gallon, including the impact of fuel hedging net premium expense associated with previously terminated fuel derivative contracts:

Three months ended June 30,
2026 2025

Fuel costs per gallon $ 3.92  $ 2.32 
Fuel hedging premium expense (in millions) $ 29  (a) $ 36  (a)
Fuel hedging premium expense per gallon $ 0.05  (a) $ 0.06  (a)

(a) Includes amounts reclassified from AOCI associated with hedges previously terminated. See Notes 3 and 4 to the unaudited Condensed Consolidated Financial Statements
for further information on the Company's derivative instruments and AOCI, respectively.

The Company's second quarter 2026 available seat miles per gallon ("fuel efficiency") increased 1.3 percent, year-over-year, with the improvement primarily
due to operating more -8 aircraft, the Company's most fuel-efficient aircraft, as a percentage of its fleet. The continued deliveries of MAX aircraft are expected
to remain critical to the Company's efforts to modernize its fleet.

Maintenance materials and repairs expense for second quarter 2026 decreased by $37 million, or 11.2 percent, compared with second quarter 2025. On a per
ASM basis, Maintenance materials and repairs expense decreased 11.4 percent compared with second quarter 2025. On a dollar and per ASM basis, the
decrease was primarily due to a decrease in -700 engine shop visits.

Landing fees and airport rentals expense for second quarter 2026 increased by $69 million, or 12.2 percent, compared with second quarter 2025. On a per ASM
basis, Landing fees and airport rentals expense increased 11.6
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percent, compared with second quarter 2025. On a dollar and per ASM basis, approximately 50 percent of the increase was attributable to an increase in airport
rental expense throughout the network driven by the higher rates charged by airports for leased space, approximately 25 percent of the increase was due to
higher landing fees throughout the network driven by increased usage of the heavier -8 aircraft as well as higher rates, and the remaining increase was primarily
due to receiving fewer favorable settlements and credits from various airports in 2026.

Depreciation and amortization expense for second quarter 2026 increased by $2 million, or 0.5 percent, compared with second quarter 2025. On a per ASM
basis, Depreciation and amortization expense remained flat compared with second quarter 2025. On a dollar basis, this increase was primarily due to
approximately $40 million in increased depreciation as a result of new assets acquired and placed into service, including aircraft, technology, and ground
equipment, which was mostly offset by a $25 million decrease in depreciation as a result of a change in estimate for certain airframe and engine assets due to
prevailing market conditions and a $16 million reduction due to aircraft and related assets that were retired and/or became fully depreciated since second
quarter 2025.

Other operating expenses for second quarter 2026 decreased by $32 million, or 2.8 percent, compared with second quarter 2025. Included within this line item
was aircraft rentals expense in the amounts of $75 million and $80 million for the three-month periods ended June 30, 2026 and 2025, respectively. On a per
ASM basis, Other operating expenses decreased 2.9 percent, compared with second quarter 2025. On a dollar and per ASM basis, the decrease was primarily
due to higher year-over-year gains on the disposition of assets, primarily previously retired engines and aircraft, partially offset by an increase in revenue-
related expenses driven by increased credit card transactions, the Company's free inflight WiFi offering, and higher Employee-related expenses driven by
redeye flying.

Non-Operating Expenses (Income)

Interest expense for second quarter 2026 increased by $25 million, or 64.1 percent, compared with second quarter 2025, primarily due to various debt financing
transactions executed since second quarter 2025. See Note 10 to the unaudited Condensed Consolidated Financial Statements for further information.

Interest income for second quarter 2026 decreased by $21 million, or 38.9 percent, compared with second quarter 2025, primarily due to lower investment
balances and a lower average interest rate in the Company's total investment portfolio.

Other (gains) losses, net, for second quarter 2026 increased by $13 million, or 48.1 percent, compared with second quarter 2025, primarily related to impacts
from the Company's nonqualified benefit plan obligations driven by volatility in the stock market.

Income Taxes

The Company's effective tax rate was 23.8 percent in second quarter 2026, compared with 23.9 percent in second quarter 2025.

Comparison of the six months ended June 30, 2026 and 2025
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  Six months ended June 30, Increase
(Decrease) Percent change

(in millions) 2026 2025
Passenger $ 14,337  $ 12,438  $ 1,899  15.3 %
Freight 93  86  7  8.1 
Other 1,252  1,148  104  9.1 
      Total operating revenues $ 15,682  $ 13,672  $ 2,010  14.7 %

Salaries, wages, and benefits $ 6,797  $ 6,364  $ 433  6.8 %
Aircraft fuel and related taxes 3,571  2,575  996  38.7 
Maintenance materials and repairs 552  623  (71) (11.4)
Landing fees and airport rentals 1,208  1,090  118  10.8 
Depreciation and amortization 800  795  5  0.6 
Other operating expenses 2,139  2,223  (84) (3.8)

      Total operating expenses $ 15,067  $ 13,670  $ 1,397  10.2 %

Operating Revenues

Total operating revenues for the first six months of 2026 increased $2.0 billion, or 14.7 percent, year-over-year, despite a $285 million decrease related to a
breakage adjustment, which was treated as a special item and excluded from the Company's presentation of non-GAAP results. See Note Regarding Use of
Non-GAAP Financial Measures and see Note 1 to the unaudited Condensed Consolidated Financial Statements for further information. Passenger revenues for
the six months ended June 30, 2026, increased by $1.9 billion, or 15.3 percent, compared with the first six months of 2025, primarily due to a higher percentage
of Customers purchasing higher fare categories as a result of the enhanced fare structure, coupled with an increase in bag fee revenues for the first and second
checked bags for tickets purchased on or after May 28, 2025, and operating assigned and extra legroom seating for travel beginning January 27, 2026, which
includes the co-brand impact associated with those initiatives. Other revenues for the first six months of 2026 increased by $104 million, or 9.1 percent, year-
over-year, driven primarily by improved retail spend on the Company's co-branded credit cards. The first six months of 2026 RASM was $17.59 cents, finishing
13.8 percent higher than the first six months of 2025. The unit revenue increase was primarily due to a 13.6 percent increase in yield as a result of broad
demand strength and strong Customer engagement with the Company's enhanced product offering, including an increase in ancillary revenues, along with a 0.5
point year-over-year increase in Load factor. The first six months of 2026 RASM, excluding special items was 17.91 cents, finishing 15.8 percent higher than
the first six months of 2025. See Reconciliation of Reported Amounts to Non-GAAP Financial Measures and Note Regarding Use of Non-GAAP Financial
Measures for further information.

Operating Expenses

Operating expenses for the first six months of 2026 increased $1.4 billion, or 10.2 percent, compared with the first six months of 2025, and capacity increased
0.8 percent over the same prior year period. The vast majority of the dollar increase was due to higher Aircraft fuel and related taxes expense, Salaries, wages,
and benefits expense, and Landing fees and airport rentals expense. The following table presents the Company's Operating expenses per ASM for the first six
months of 2026 and 2025, followed by explanations of these changes on a dollar and unit basis.
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  Six months ended June 30, Per ASM Percent
(in cents, except for percentages) 2026 2025 change change
Salaries, wages, and benefits 7.61 ¢ 7.20 ¢ 0.41 ¢ 5.7 %
Aircraft fuel and related taxes 4.00  2.91  1.09  37.5 
Maintenance materials and repairs 0.62  0.70  (0.08) (11.4)
Landing fees and airport rentals 1.36  1.23  0.13  10.6 
Depreciation and amortization 0.90  0.90  —  — 
Other operating expenses 2.41  2.52  (0.11) (4.4)

Total 16.90 ¢ 15.46 ¢ 1.44 ¢ 9.3 %

Operating expenses per ASM for the first six months of 2026 increased 9.3 percent, compared with the first six months of 2025, primarily due to an increase in
Aircraft fuel and related taxes expense, Salaries, wages, and benefits expense, and Landing fees and airport rentals expense. Operating expenses per ASM for
the first six months of 2026, excluding Aircraft fuel and related taxes expense, profit sharing, and special items (a non-GAAP financial measure), increased 2.9
percent, year-over-year, primarily due to wage rate inflation in Salaries, wages, and benefits expense. See Note Regarding Use of Non-GAAP Financial
Measures and the Reconciliation of Reported Amounts to Non-GAAP Financial Measures for additional detail regarding non-GAAP financial measures.

Salaries, wages, and benefits expense for the first six months of 2026 increased by $433 million, or 6.8 percent, compared with the first six months of 2025. On
a per ASM basis, Salaries, wages, and benefits expense for the first six months of 2026 increased 5.7 percent, compared with the first six months of 2025. On a
dollar and per ASM basis, the majority of the increase was due to step/pay rate increases and related benefits for the Company's workforce.

Aircraft fuel and related taxes expense for the first six months of 2026 increased $996 million, or 38.7 percent, compared with the first six months of 2025. On a
per ASM basis, Aircraft fuel and related taxes expense for the first six months of 2026 increased 37.5 percent. On a dollar and per ASM basis, the increase was
primarily attributable to higher jet fuel prices, particularly due to market disruptions and worldwide geopolitical events that began in March 2026. The
following table provides more information on the Company's fuel cost per gallon, including the impact of fuel hedging net premium expense associated with
previously terminated fuel derivative contracts:

Six months ended June 30,
2026 2025

Fuel costs per gallon $ 3.37  $ 2.40 
Fuel hedging premium expense (in millions) $ 58  (a) $ 73  (a)
Fuel hedging premium expense per gallon $ 0.06  (a) $ 0.07  (a)

(a) Includes amounts reclassified from Accumulated Other Comprehensive Income associated with hedges previously terminated. See Notes 3 and 4 to the unaudited
Condensed Consolidated Financial Statements for further information on the Company's derivative instruments and AOCI, respectively.

Maintenance materials and repairs expense for the first six months of 2026 decreased $71 million, or 11.4 percent, compared with the first six months of 2025.
On a per ASM basis, Maintenance materials and repairs expense decreased 11.4 percent, compared with the first six months of 2025. On a dollar and per ASM
basis, the decrease was primarily due to a decrease in -700 engine shop visits.

Landing fees and airport rentals expense for the first six months of 2026 increased $118 million, or 10.8 percent, compared with the first six months of 2025.
On a per ASM basis, Landing fees and airport rentals expense increased 10.6 percent, compared with the first six months of 2025. On a dollar and per ASM
basis, approximately 55 percent of the increase was attributable to an increase in airport rental expense throughout the network driven by the higher rates
charged by airports for leased space, approximately 25 percent of the increase was due to higher
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landing fees throughout the network driven by increased usage of the heavier -8 aircraft as well as higher rates, and approximately 20 percent was due to
receiving fewer favorable settlements and credits from various airports in 2026.

Depreciation and amortization expense for the first six months of 2026 increased $5 million, or 0.6 percent, compared with the first six months of 2025. On a
per ASM basis, Depreciation and amortization expense remained flat compared with the first six months of 2025. On a dollar basis, this increase was primarily
due to approximately $78 million in increased depreciation as a result of new assets acquired and placed into service, including aircraft, technology, and ground
equipment, and various other individual increases that were not significant. These increases were mostly offset by a $53 million decrease in depreciation as a
result of a change in estimate for certain airframe and engine assets due to prevailing market conditions and a $34 million reduction due to aircraft and related
assets that were retired and/or became fully depreciated since second quarter 2025.

Other operating expenses for the first six months of 2026 decreased $84 million, or 3.8 percent, compared with the first six months of 2025. Included within
this line item was aircraft rentals expense in the amount of $150 million and $167 million for the six months ended June 30, 2026 and 2025, respectively. On a
per ASM basis, Other operating expenses decreased 4.4 percent, compared with the first six months of 2025. On a dollar and per ASM basis, the decrease was
primarily due to higher year-over-year gains on the disposition of assets, primarily previously retired engines and aircraft, partially offset by an increase in
revenue-related expenses driven by increased credit card transactions, the Company's free inflight WiFi offering, and higher Employee-related expenses driven
by redeye flying.

Non-Operating Expenses (Income)

Interest expense for the first six months of 2026 increased $33 million, or 38.8 percent, compared with the first six months of 2025, primarily due to various
debt financing transactions executed since second quarter 2025. See Note 10 to the unaudited Condensed Consolidated Financial Statements for further
information.

Interest income for the first six months of 2026 decreased $81 million, or 58.7 percent, compared with the first six months of 2025, primarily due to lower
investment balances and a lower average interest rate in the Company's total investment portfolio.

Other (gains) losses, net, for the first six months of 2026 increased $4 million, or 44.4 percent, compared with the first six months of 2025, primarily related to
impacts from the Company's nonqualified benefit plan obligations driven by volatility in the stock market.

Income Taxes

The Company's effective tax rate was approximately 22.2 percent for the first six months of 2026, compared with 27.4 percent for the first six months of 2025.
The first half 2025 tax rate was higher than first half 2026 due to certain discrete tax items and lower pre-tax book income in 2025, both of which had a
disproportionate impact on first half 2025's tax rate.
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Reconciliation of Reported Amounts to Non-GAAP Financial Measures (excluding special items) (unaudited)
(in millions, except per share amounts and per ASM amounts) (See Note Regarding Use of Non-GAAP Financial Measures for further information)

Three months ended June 30, Percent Six months ended June 30, Percent
  2026 2025 Change 2026 2025 Change
Operating revenues, as reported $ 8,432  $ 7,244  $ 15,682  $ 13,672 

(a) Add: Breakage revenue adjustment 285  —  285  — 

Operating revenues, excluding special items $ 8,717  $ 7,244  20.3 $ 15,967  $ 13,672  16.8

Aircraft fuel and related taxes, unhedged $ 2,186  $ 1,290  $ 3,513  $ 2,502   
(b) Add: Premium cost of fuel contracts designated as hedges 29  36  58  73 

Aircraft fuel and related taxes, as reported $ 2,215  $ 1,326  67.0 $ 3,571  $ 2,575  38.7

Total operating expenses, as reported $ 8,147  $ 7,019    $ 15,067  $ 13,670   
Deduct: Impairment of long-lived assets —  (8) —  (8)
Deduct: Litigation accruals —  —  —  (19)
Deduct: Transformation costs —  (12) —  (26)

(c) Deduct: Severance and related costs (15) —  (15) (62)

Total operating expenses, excluding special items $ 8,132  $ 6,999  16.2 $ 15,052  $ 13,555  11.0

Deduct: Aircraft fuel and related taxes expense, as reported (2,215) (1,326) (3,571) (2,575)
Operating expenses, excluding Aircraft fuel and related
taxes expense and special items $ 5,917  $ 5,673  4.3 $ 11,481  $ 10,980  4.6
Deduct: Profit-sharing expense (53) (14) (103) (14)
Operating expenses, excluding Aircraft fuel and related
taxes expense, special items, and profit sharing $ 5,864  $ 5,659  3.6 $ 11,378  $ 10,966  3.8

Operating income, as reported $ 285  $ 225    $ 615  $ 2   
(a) Add: Breakage revenue adjustment 285  —  285  — 

Add: Impairment of long-lived assets —  8  —  8 
Add: Litigation accruals —  —  —  19 
Add: Transformation costs —  12  —  26 

(c) Add: Severance and related costs 15  —  15  62 
Operating income, excluding special items $ 585  $ 245  138.8 $ 915  $ 117  682.1

Total operating revenues, as reported $ 8,432  $ 7,244  $ 15,682  $ 13,672 
Operating margin, as reported 3.4 % 3.1 % 0.3 pts. 3.9 % — % 3.9 pts.
Add: Impact of special items 3.3 % 0.3 % 1.8 % 0.9 %

Operating margin, excluding special items 6.7 % 3.4 % 3.3 pts. 5.7 % 0.9 % 4.8 pts.

Income before income taxes, as reported $ 306  $ 280  $ 592  $ 88 
(a) Add: Breakage revenue adjustment 285  —  285  — 

Add: Impairment of long-lived assets —  8  —  8 
Add: Litigation accruals —  —  —  19 
Add: Transformation costs —  12  —  26 
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Three months ended June 30, Percent Six months ended June 30, Percent
  2026 2025 Change 2026 2025 Change

(c) Add: Severance and related costs 15  —  15  62 

Income before income taxes, excluding special items $ 606  $ 300  102.0 $ 892  $ 203  339.4

Provision for income taxes, as reported $ 73  $ 67  $ 132  $ 24 
(d) Add: Net income tax impact of fuel and special items 68  3  69  26 

Provision for income taxes, net, excluding special items $ 141  $ 70  101.4 $ 201  $ 50  302.0

Net income, as reported $ 233  $ 213  $ 460  $ 64 
(a) Add: Breakage revenue adjustment 285  —  285  — 

Add: Litigation accruals —  —  —  19 
Add: Transformation costs —  12  —  26 

(c) Add: Severance and related costs 15  —  15  62 
Add: Impairment of long-lived assets —  8  —  8 

(d) Deduct: Net income tax impact of special items (68) (3) (69) (26)

Net income, excluding special items $ 465  $ 230  102.2 $ 691  $ 153  351.6

Total operating revenues, as reported $ 8,432  $ 7,244  $ 15,682  $ 13,672 
Net margin, as reported 2.8 % 2.9 % (0.1) pts. 2.9 % 0.5 % 2.4 pts.
Add: Impact of special items 3.3 % 0.3 % 1.8 % 0.8 %

(d) Deduct: Net income tax impact of special items (0.8)% — % (0.4)% (0.2)%

Net margin, excluding special items 5.3 % 3.2 % 2.1 pts. 4.3 % 1.1 % 3.2 pts.

Net income per share, diluted, as reported $ 0.47  $ 0.39  $ 0.92  $ 0.11 
Add: Impact of special items 0.61  0.05  0.61  0.21 

(d) Deduct: Net income tax impact of special items (0.14) (0.01) (0.14) (0.05)

Net income per share, diluted, excluding special items $ 0.94  $ 0.43  118.6 $ 1.39  $ 0.27  414.8

Operating revenues per ASM (cents), as reported 17.91  ¢ 15.41  ¢ 17.59  ¢ 15.46  ¢
Add: Impact of special items 0.60  —  0.32  — 
Operating revenues per ASM, excluding special items
(cents) 18.51  ¢ 15.41  ¢ 20.1 17.91  ¢ 15.46  ¢ 15.8

Operating expenses per ASM (cents) 17.30  ¢ 14.94  ¢ 16.90  ¢ 15.46  ¢
Deduct: Impact of special items (0.04) (0.04) (0.02) (0.13)
Deduct: Aircraft fuel and related taxes expense divided by
ASMs (4.70) (2.83) (4.00) (2.91)
Deduct: Profit-sharing expense divided by ASMs (0.11) (0.03) (0.12) (0.02)
Operating expenses per ASM, excluding Aircraft fuel and
related taxes expense, special items, and profit sharing
(cents) 12.45  ¢ 12.04  ¢ 3.4 12.76  ¢ 12.40  ¢ 2.9

(a) Represents a change in breakage revenue estimate related to non-expiring flight credits the Company issued to Passengers between July 2022 and December 2025. Due to
higher-than-projected Customer redemptions of these non-expiring flight credits, along with updated projections of future redemptions, the Company has revised its estimates
with regards to the
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remaining non-expiring flight credits that remain available for redemption. See Notes 1 and 5 to the unaudited Condensed Consolidated Financial Statements.
(b) Includes amounts reclassified from AOCI associated with hedges previously terminated. See Note 3 to the unaudited Condensed Consolidated Financial Statements for
further information.
(c) Represents Employee severance and other related payments resulting from corporate workforce reductions.
(d) Tax amounts for each individual special item are calculated at the Company's effective rate for the applicable period and totaled in this line item.
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Non-GAAP Return on Invested Capital (ROIC) (in millions) (unaudited)

Twelve months ended Twelve months ended
June 30, 2026 June 30, 2025

Operating income, as reported $ 1,041  $ 318 
Breakage revenue adjustment 285  116 
Severance and related costs 15  62 
Voluntary Employee programs —  5 
Net impact from fuel contracts —  (43)
Professional advisory fees —  30 
Transformation costs 7  30 
DOT settlement (11) — 
Litigation accruals —  19 
Impairments —  8 
Operating income, non-GAAP $ 1,337  $ 545 
Net adjustment for aircraft leases (a) 211  182 
Adjusted operating income, non-GAAP (A) $ 1,548  $ 727 

Non-GAAP tax rate (B) 22.4 % (d) 22.6 % (e)

Net operating profit after-tax, NOPAT (A* (1-B) = C) $ 1,201  $ 563 

Debt, including finance leases (b) $ 4,888  $ 6,699 
Equity (b) 7,543  9,718 
Net present value of aircraft operating leases (b) 857  967 
Average invested capital $ 13,288  $ 17,384 
Equity adjustment for hedge accounting (c) 8  31 
Adjusted average invested capital (D) $ 13,296  $ 17,415 

Non-GAAP ROIC, pre-tax (A/D) 11.6 % 4.2 %

Non-GAAP ROIC, after-tax (C/D) 9.0 % 3.2 %

(a) Net adjustment to reflect all aircraft in fleet as owned (i.e., the impact of eliminating aircraft rent expense and replacing with estimated depreciation expense for those same
aircraft). The Company makes this adjustment to enhance comparability to other entities that have different capital structures by utilizing alternative financing decisions.
(b) Calculated as an average of the five most recent quarter end balances or remaining obligations. The Net present value of aircraft operating leases represents the assumption
that all aircraft in the Company’s fleet are owned, as it reflects the remaining contractual commitments discounted at the Company's estimated incremental borrowing rate as of
the time each individual lease was signed.
(c) The Equity adjustment in the denominator adjusts for the cumulative impacts, in Accumulated other comprehensive income and Retained earnings, of gains and/or losses
that will settle in future periods, including those associated with the Company's terminated fuel hedges. The current period impact of these gains and/or losses is reflected in the
Net impact from fuel contracts in the numerator.
(d) The GAAP twelve month rolling tax rate as of June 30, 2026, was 21.5 percent, and the Non-GAAP twelve month rolling tax rate was 22.4 percent. See Note Regarding
Use of Non-GAAP Financial Measures for additional information.
(e) The GAAP twelve month rolling tax rate as of June 30, 2025, was 22.3 percent, and the Non-GAAP twelve month rolling tax rate was 22.6 percent. See Note Regarding Use
of Non-GAAP Financial Measures for additional information.

Note Regarding Use of Non-GAAP Financial Measures
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The Company's unaudited Condensed Consolidated Financial Statements are prepared in accordance with GAAP. These GAAP financial statements include (i)
unrealized noncash reclassifications, as a result of accounting requirements and elections previously made under accounting pronouncements relating to
derivative instruments and hedging and (ii) other charges and benefits the Company considers unusual and/or infrequent in nature and thus may make
comparisons to its prior or future performance difficult.

Accordingly, the Company also provides financial information in this filing that was not prepared in accordance with GAAP and should not be considered as a
substitute for the information prepared in accordance with GAAP. The Company provides supplemental non-GAAP financial information (also referred to as
"excluding special items"). Management believes special items can distort the trends associated with the Company’s ongoing performance. Therefore,
management utilizes non-GAAP financial measures to evaluate the Company’s financial performance, anticipate future operating results, and assess trends
without the impact of items that can vary significantly from period to period. The following measures are often provided, excluding special items, and are
utilized by the Company’s management, analysts, and investors to enhance comparability of year-over-year results, as well as to industry trends: Operating
revenues, non-GAAP; Total operating expenses, non-GAAP; Operating expenses, non-GAAP excluding Aircraft fuel and related taxes expense; Operating
expenses, non-GAAP excluding Aircraft fuel and related taxes expense and profit sharing; Operating income, non-GAAP; Adjusted Operating income, non-
GAAP; Income before income taxes, non-GAAP; Provision for income taxes, net, non-GAAP; Net income, non-GAAP; Net income per share, diluted, non-
GAAP; Operating revenues per ASM, non-GAAP (cents); Operating expenses per ASM, non-GAAP, excluding Aircraft fuel and related taxes expense and
profit sharing (cents); Return on invested capital, non-GAAP; adjusted operating margin; and adjusted net margin.

For the periods presented, special items include:

1. Charges associated with tentative litigation settlements regarding paid short-term military leave to certain Employees;
2. Expenses associated with professional advisory fees related to the Company's implementation of its comprehensive transformational plan;
3. Charges associated with Employee severance and other related payments resulting from corporate workforce reductions;
4. Reversal of breakage revenue recorded in prior years related to a portion of non-expiring flight credits issued to Customers between July 2022 and

December 2025 that have either been redeemed or are expected to be redeemed in future periods;
5. Non-cash impairment charges to remove certain assets from the unaudited Condensed Consolidated Balance Sheet that are no longer in use;
6. Expenses associated with incremental professional advisory fees related to activist investor activities, which were not budgeted by the Company or

associated with the ongoing operation of the airline;
7. Incremental expense associated with a voluntary separation program that allowed eligible Employees the opportunity to voluntarily separate from the

Company in exchange for severance, medical/dental coverage for a specified period of time, and travel privileges based on years of service; and
8. A charge associated with a settlement reached with the Department of Transportation ("DOT") as a result of the Company's December 2022 operational

disruption.
The Company has also provided its calculation of return on invested capital ("ROIC"), which is a measure of financial performance used by management to
evaluate its investment returns on capital. ROIC is not a substitute for financial results as reported in accordance with GAAP and should not be utilized in place
of such GAAP results. Return on invested capital is not a measure defined by GAAP. It is calculated by the Company, in part, using non-GAAP financial
measures, which include charges or benefits that are deemed "special items." As noted above, the Company believes "special items" make it difficult to compare
to prior periods, anticipated future periods, or industry trends since these items cannot be reliably predicted or estimated. The Company believes non-GAAP
ROIC is a meaningful measure because it quantifies the Company's effectiveness in generating returns relative to the capital it has invested in its business.
Although ROIC is commonly used as a measure of capital efficiency, definitions of return on invested capital differ; therefore, the Company is providing an
explanation of its calculation
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for non-GAAP return on invested capital in the accompanying reconciliation in order to allow investors to compare and contrast its calculation to the
calculations provided by other companies.
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Liquidity and Capital Resources

Net cash provided by operating activities was $530 million for the three months ended June 30, 2026, compared with $401 million provided by operating
activities in the same prior year period. Net cash provided by operating activities was $1.9 billion for the six months ended June 30, 2026 compared with $1.3
billion provided by operating activities in the same prior year period. Historically, operating cash inflows are primarily derived from selling tickets for future
flights and providing air transportation to Customers. The vast majority of tickets are purchased prior to the day on which travel is provided and, in some cases,
several months before the anticipated travel date. Operating cash outflows are related to the recurring expenses of airline operations. The operating cash flows
for the six months ended June  30, 2026, were largely impacted by the Company's net results (as adjusted for noncash items), a $97 million profit-sharing
contribution related to 2025 results pursuant to the Company's Retirement Savings Plan, and a $1.0 billion increase in Air traffic liability driven by seasonal
bookings for future travel. The operating cash flows for the six months ended June 30, 2025, were largely impacted by the Company's net results (as adjusted
for noncash items), a $103 million profit-sharing contribution related to 2024 results pursuant to the Company's Retirement Savings Plan, and a $55 million
increase in Air traffic liability driven by higher ticket sales. Net cash provided by operating activities is primarily used to finance capital expenditures, repay
debt, provide Shareholder returns, and provide working capital.

Net cash used in investing activities totaled $560 million during the three months ended June 30, 2026, compared with $882 million used in investing activities
in the same prior year period. Net cash used in investing activities totaled $1.0 billion during the six months ended June 30, 2026, compared with $259 million
used in investing activities in the same prior year period. Investing activities in both years included Capital expenditures, as well as proceeds from the sale of
various capital assets, and the prior year also included changes in the balance of the Company's short-term and noncurrent investments. During the six months
ended June 30, 2026, gross Capital expenditures were $1.4 billion, and the Company had $450 million proceeds from sales of assets, compared with $1.2
billion gross Capital expenditures, and $51 million proceeds from sales of assets in the same prior year period. Capital expenditures increased, year-over-year,
largely due to an increase in average delivery payment balances for scheduled future aircraft deliveries during the six months ended June 30, 2026, compared
with the same prior year period. Proceeds from sales increased, year-over-year, due to the timing and volume of various aircraft and engine sales in the six
months ended June 30, 2026, compared with June 30, 2025.

The Company expects its 2026 net capital spending to be toward the low end of, or below, the $3.0 billion to $3.5 billion range based on its expectation of 64 -8
aircraft deliveries in 2026, with the remainder representing non-aircraft capital spending, partially offset by proceeds from sales of assets. The Company
continues to plan for approximately 60 aircraft retirements in 2026.

Net cash provided by financing activities was $493 million during the three months ended June 30, 2026, compared with $4.2 billion used in financing activities
for the same prior year period. Net cash used in financing activities was $383 million during the six months ended June 30, 2026, compared with $5.0 billion
used in financing activities for the same prior year period. During the six months ended June 30, 2026, the Company paid $181 million in cash dividends to
Shareholders related to the first quarter 2026 and fourth quarter 2025 declarations. The second quarter 2026 dividend declaration of $87 million was paid in
July 2026. Additionally, the Company expended $1.25 billion to repurchase the Company's outstanding common stock through accelerated share repurchase
programs (each, an "ASR") and open market share repurchases during the six months ended June 30, 2026. The repurchases of common stock amounts in the
unaudited Consolidated Statement of Cash Flows may differ from the unaudited Consolidated Statement of Stockholder's Equity due to the timing of excise
taxes incurred and subsequent payment on share repurchases, net of issuances. During the six months ended June 30, 2026, the Company entered into the Term
Loan Credit Agreement with a third-party bank, providing for the $500 million senior secured Term Loan Credit Facility that was drawn in full on March 11,
2026. On May 19, 2026, the Company executed an upsize of the Term Loan Facility for $1 billion of incremental term loan commitments. The Term Loan
Facility matures in full on March 11, 2029. Additionally, the Company prepaid the $426 million outstanding balance of the note associated with the PSP3
Payroll Support Program in April 2026. See Note 10 to the unaudited Condensed Consolidated Financial Statements for further information. The Company may
engage in early debt repurchases from time to time at its discretion;
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however, no other potential early future repurchases are included in the Company's Current maturities of long-term debt unless otherwise disclosed as of
June 30, 2026. During the six months ended June 30, 2025, the Company paid $210 million in cash dividends to Shareholders related to the first quarter 2025
and fourth quarter 2024 declarations. Additionally, the Company expended $2.25 billion to repurchase the Company's outstanding common stock through
ASRs.

On July 23, 2025, the Board approved a $2.0 billion share repurchase authorization of the Company's common stock. During the six months ended June 30,
2026, the Company repurchased 28,429,822 shares of its common stock, all of which occurred during first quarter of 2026. The Company did not repurchase
any shares during second quarter of 2026. As of June  30, 2026, approximately $450 million remained available under the Company’s share repurchase
authorization. See Part II, Item 2 for further information on the Company's share repurchases. These purchases were recorded as treasury share repurchases for
purposes of calculating earnings per share. Subject to certain conditions, repurchases may be made in accordance with applicable securities laws in open market
or private, including accelerated repurchase transactions from time to time, depending on market conditions.

The Company is a "well-known seasoned issuer" and currently has an effective shelf registration statement registering an indeterminate amount of debt and
equity securities for future sales. The Company intends to use the proceeds from any future securities sales off this shelf registration statement for general
corporate purposes.

The Company has access to $1.5 billion under the Amended Credit Agreement, which expires in August 2028. For the six months ended June 30, 2026 and
2025 there were no amounts outstanding under the Amended Credit Agreement. See Note 10 to the unaudited Condensed Consolidated Financial Statements for
further information.

As of June 30, 2026, the Company carried a working capital deficit of approximately $6.8 billion, in which its current liabilities exceed its current assets. This is
common within the airline industry and is primarily due to the nature of the Air traffic liability account, which is related to advance ticket sales, unused flight
credits available to Customers, and loyalty deferred revenue, which are performance obligations for future Customer flights, do not require future settlement in
cash, and are mostly nonrefundable. See Note 5 to the unaudited Condensed Consolidated Financial Statements for further information.

The Company believes it has various options available to meet its capital and operating commitments, including unrestricted cash of $3.8 billion as of June 30,
2026, and anticipated future internally generated funds from operations. The Company continues to have a large base of unencumbered aircraft and other
related assets with a net book value of approximately $15.7 billion. The Company regularly evaluates its capital structure to efficiently manage financial risks,
liquidity access, and cost of capital. The Company may consider, from time to time, additional financing arrangements, including secured or unsecured debt, as
appropriate. In March 2026, the Company entered into the Term Loan Facility and subsequently, in May 2026, executed an upsize for incremental loan
commitments. The commitments are secured by a grant of a security interest in certain aircraft and related assets with a minimum collateral coverage ratio
requirement. In addition, the Company continues to maintain investment-grade credit ratings by all three major credit agencies (Moody's, S&P Global, and
Fitch).

As of July 23, 2026, for the years 2026 through 2031, the Company has firm orders with Boeing for 479 MAX aircraft (264 -7s and 215 -8s), less 25 -8 aircraft
received to date in 2026, and 138 MAX options (-7s or -8s). The contractual order book as of July 23, 2026, does not include the impact of delivery delays and
is subject to change based on ongoing discussions with Boeing and their production capability. See Note 9 to the unaudited Condensed Consolidated Financial
Statements for further information.

The following table details information on the aircraft in the Company's fleet as of June 30, 2026:
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    Average
Age (Yrs)

Number
 of Aircraft

Number
Owned

Number
LeasedType Seats

737-700 137 20  288  271  17 
737-800 175 11  192  143  49 
737-8 175 3  323  294  29 

Totals   11  803  708  95 

Critical Accounting Policies and Estimates

For information regarding the Company’s Critical Accounting Policies and Estimates, see the "Critical Accounting Policies and Estimates" section of "Item 7.
Management's Discussion and Analysis of Financial Condition and Results of Operations" in the Company's Annual Report on Form 10-K for the fiscal year
ended December 31, 2025.

Cautionary Statement Regarding Forward-Looking Statements

This Form 10-Q contains “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934 ("Exchange Act"). Forward-looking statements are based on, and include statements about, the Company's estimates, expectations,
beliefs, intentions, and strategies for the future, and the assumptions underlying these forward-looking statements. Specific forward-looking statements can be
identified by the fact that they do not relate strictly to historical or current facts and include, without limitation, statements related to the following:

• the Company’s estimated fuel costs and fuel efficiency and the assumptions underlying the Company’s fuel-related expectations and estimates;
• the Company's expectations with respect to fleet transactions;
• the Company's expectations with respect to share repurchases;
• the Company’s expectations regarding passenger demand, revenue management and breakage estimates, revenue trends, and bookings;
• the Company’s focus areas, goals, opportunities, and initiatives, including with respect to the Company's transformational initiatives and strong

Customer engagement with the Company’s enhanced product offering;
• the Company’s plans and expectations with respect to the Company’s delivery of WiFi and Starlink-equipped aircraft, airline partnerships, cabin design

and seating, and the Company’s Co-brand Agreement with Chase;
• the Company’s plans and expectations with respect to improving financial performance, Shareholder returns, capital structure, capital allocation, capital

deployment, infrastructure investments, debt repurchases, and additional financing arrangements, including secured or unsecured debt;
• the Company’s fleet plans and expectations, including with respect to fleet modernization, fleet retrofits, fleet utilization, flexibility, fleet strategy and

extracting value from the fleet and the fleet order book, and expected fleet deliveries and retirements, and underlying expectations and dependencies;
• the Company’s network plans and expectations;
• the Company’s labor plans and expectations;
• the Company’s financial expectations, targets and goals, including with respect to leverage, liquidity, balance sheet goals, and cost discipline;
• the Company’s short-term and long-term financial and operational goals;
• the Company’s cash flow expectations and capital spending guidance, in particular with respect to aircraft capital expenditures and underlying aircraft

delivery expectations;
• the Company’s expectations with respect to its ability to meet its ongoing capital and operating commitments, including underlying assumptions and

factors that could impact this ability;
• the Company's assessment of financial and market risks; and

43



Table of Contents

• the Company's plans and expectations related to legal and regulatory proceedings.

While management believes these forward-looking statements are reasonable as and when made, forward-looking statements are not guarantees of future
performance and involve risks and uncertainties that are difficult to predict. Therefore, actual results may differ materially from what is expressed in or
indicated by the Company's forward-looking statements or from historical experience or the Company's present expectations. Factors that could cause these
differences include, among others:

• the impact of fuel price changes, fuel price volatility, and fuel availability on the Company's business plans and results of operations, including with
respect to fuel price increases and supply chain constraints related to geopolitical conflict;

• the impact of geopolitical conflict, consumer perception, consumer uncertainties with respect to government shutdowns or trade policies (including the
imposition of tariffs), economic conditions, banking conditions, fears or actual outbreaks of diseases, extreme or severe weather and natural disasters,
actions of competitors (including, without limitation, pricing, scheduling, capacity, and network decisions, and consolidation and alliance activities),
socio-demographic trends, and other factors beyond the Company's control on consumer behavior and the Company's results of operations and business
decisions, plans, strategies, and results;

• the Company's ability to timely and effectively implement, transition, operate, and maintain the necessary information technology systems and
infrastructure to support its operations and initiatives;

• the impact of governmental regulations and other governmental actions, including with respect to government shutdowns, as well as the Company's
ability to obtain any required governmental approvals, on the Company's plans, strategies, financial results, and operations;

• the Company's dependence on Boeing, Boeing’s suppliers, and the FAA with respect to the Company's fleet plans and deliveries, capacity and
operational plans, and other operational plans, strategies, and goals;

• consumer behavior and response with respect to the Company's commercial products and policies;
• the impact of labor and hiring matters on the Company’s business decisions, plans, strategies, and results;
• the Company's dependence on other third parties, in particular with respect to its technology plans, its plans and expectations related to operational

excellence and reliability, revenue management, online travel agencies, fuel supply, maintenance, environmental sustainability, Global Distribution
Systems, and the impact on the Company's operations and results of operations of any third party delays or non-performance;

• the Company's ability to obtain and maintain adequate infrastructure and equipment to support its operations and initiatives;
• the Company's dependence on its workforce, including its ability to employ and retain sufficient numbers of qualified Employees to effectively and

efficiently maintain its operations;
• the impact of fears or actual acts of terrorism or war, political instability, cyber-attacks, and other factors beyond the Company’s control on the

Company’s plans, financial results, operations, and ability to adequately insure against risks;
• the cost and effects of the actions of activist shareholders; and
• other factors as set forth in the Company's filings with the Securities and Exchange Commission (the "SEC"), including the detailed factors discussed

under the heading “Risk Factors” in the Company's Annual Report on Form 10-K for the year ended December 31, 2025.

Caution should be taken not to place undue reliance on the Company's forward-looking statements, which represent the Company's views only as of the date
this report is filed. The Company undertakes no obligation to update publicly or revise any forward-looking statement, whether as a result of new information,
future events or otherwise.

Item 3. Quantitative and Qualitative Disclosures About Market Risk

Hedging and Aircraft Fuel Risk

Changes in fuel prices could materially affect the Company’s results of operations. As discussed in Note 3 to the unaudited Condensed Consolidated Financial
Statements, the Company discontinued its fuel hedging program in
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2025. During second quarter 2025, the Company terminated its remaining portfolio of fuel hedging contracts, which were scheduled to settle through 2027, to
effectively close its fuel hedging portfolio and program. Consequently, the Company is fully exposed to fluctuations in fuel prices, as is common in the airline
industry. The Company currently expects to consume approximately 532 million gallons of jet fuel in the third quarter of 2026. Based on this anticipated usage,
a change in jet fuel prices of one-cent per gallon would impact the Company’s Aircraft fuel and related taxes expense by $5.3 million for third quarter 2026.

As of June 30, 2026, the Company had no cash collateral provided to or held from derivative counterparties and thus had no cash collateral exposure. See Note
3 to the unaudited Condensed Consolidated Financial Statements.

Financial Market Risk

The Company currently has agreements with organizations that process credit card transactions arising from purchases of air travel tickets by its Customers
utilizing American Express, Discover, and MasterCard/VISA. Credit card processors have financial risk associated with tickets purchased for air travel because
the processor generally forwards the cash related to the purchase to the Company soon after the purchase is completed, but the air travel generally occurs after
that time; therefore, the processor will have liability if the Company does not ultimately provide the air travel. Under these processing agreements, and based on
specified conditions, increasing amounts of cash reserves could be required to be posted with the counterparty. There was no cash reserved for this purpose as of
June 30, 2026.

A majority of the Company’s sales transactions are processed by Chase Paymentech. Should Customer chargebacks processed by Chase Paymentech reach a
certain level, cash proceeds from advance ticket sales could be held back and used to establish a reserve account to cover such chargebacks and any other
Customer-disputed charges that might occur. Additionally, cash reserves are required to be established if the Company’s credit rating falls to specified levels
below investment grade. Cash reserve requirements are based on the Company’s public debt rating and a corresponding percentage of the Company’s Air traffic
liability. As of June 30, 2026, no cash holdbacks were in place.

See Item 7A "Quantitative and Qualitative Disclosures About Market Risk" in the Company's Annual Report on Form 10-K for the year ended December 31,
2025, for further information about market risk, and Note 3 to the unaudited Condensed Consolidated Financial Statements in this Form 10-Q for further
information about the Company's derivative instruments.

Item 4. Controls and Procedures

Disclosure Controls and Procedures

The Company maintains disclosure controls and procedures (as defined in Rule 13a-15(e) of the Exchange Act) designed to provide reasonable assurance that
the information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act is recorded, processed, summarized, and
reported within the time periods specified in the SEC's rules and forms. These include controls and procedures designed to ensure that this information is
accumulated and communicated to the Company's management, including its Chief Executive Officer and Chief Financial Officer, as appropriate, to allow
timely decisions regarding required disclosure. The Company's management, with the participation of the Chief Executive Officer and Chief Financial Officer,
evaluated the effectiveness of the Company's disclosure controls and procedures as of June 30, 2026. Based on this evaluation, the Company's Chief Executive
Officer and Chief Financial Officer have concluded that the Company's disclosure controls and procedures were effective as of June 30, 2026, at the reasonable
assurance level.

Changes in Internal Control over Financial Reporting
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There were no changes in the Company’s internal control over financial reporting (as defined in Rule 13a–15(f) under the Exchange Act) during the fiscal
quarter ended June 30, 2026, that have materially affected, or are reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

See Item 3. Legal Proceedings in the Company’s Annual Report on Form 10-K for the year ended December  31, 2025 for a description of material legal
proceedings. The legal proceedings described below are included in this Quarterly Report on Form 10-Q to disclose material updates or developments in the
matter. Except as presented below and in the Company's Quarterly Report on Form 10-Q for the quarter ended March 31, 2026, there have been no material
changes to the legal proceedings disclosed in Item 3. Legal Proceedings in the Company’s Annual Report on Form 10-K for the year ended December 31, 2025.

On January 7, 2019, a complaint alleging a violation of the federal Uniformed Services Employment and Reemployment Rights Act (“USERRA”) and seeking
a certification as a class action was filed against the Company in the United States District Court for the Northern District of California. The complaint alleges
that the Company violates section 4316(b) of USERRA because it does not provide paid “short-term” military leave (i.e., a military leave of 14 days or fewer)
but does provide paid jury duty leave, bereavement leave, and sick leave, which the plaintiff alleges are “comparable” forms of leave under USERRA and its
implementing regulations. The complaint seeks declaratory and injunctive relief, damages, liquidated damages, interest, and attorneys’ fees, expert fees, and
litigation costs. On February 3, 2021, the Court granted the plaintiff’s motion for class certification and issued an order certifying a class comprised of current
or former Employees who, during their employment with the Company at any time from October 10, 2004, through the date of judgment in this action, have
taken short-term military leave and were subject to a collective-bargaining agreement, except for Employees subject to the Transport Workers Union Local 550
agreement covering meteorologists. On January 11, 2022, the Court granted the parties’ stipulated request to vacate the trial date as the Department of Defense
had not yet produced the class members’ military pay and service records pursuant to the Company’s third-party subpoena. On August 18, 2022, the Court
entered an order that effectively stayed the action, except for attention to the third-party subpoena, until after the Ninth Circuit issued its opinion in the matter of
Clarkson v. Alaska Airlines, Inc. and Horizon Industries, Inc., an appeal from an order by the United States District Court for the Eastern District of Washington
granting summary judgment in defendants’ favor on substantially the same claims at issue in this action. The Ninth Circuit issued its order in Clarkson on
February 1, 2023, reversing the district court’s grant of summary judgment and remanding the Clarkson case to the District Court with instructions to consider
the “pay during leave” issue in the first instance. The Company has received the military pay and service records. On October 29, 2024, the Company filed a
motion to decertify the class, which was then fully briefed and set for hearing. On February 13, 2025, the parties filed a notice of settlement advising the Court
that they reached a settlement in principle, and the parties made a stipulated request for the Court to vacate the case schedule, including the hearing on the
Company's decertification motion, and to set a deadline of June 19, 2025, for the filing of either a motion for preliminary approval of the class settlement or a
status update about the timing of the remaining steps in the settlement process. The Court granted the stipulation on February 14, 2025. On June 20, 2025, the
Court granted the parties’ stipulated request to continue the deadline for filing a motion for preliminary approval of the class settlement and the Court reset the
deadline for August 21, 2025. On September 25, 2025, plaintiffs filed a motion for preliminary approval of the settlement class. The class proposed in the
settlement modifies the class definition to use an end date of January 1, 2026 (rather than treating the date of judgment as the end date). The settlement includes
an $18.5 million settlement fund and prospective relief that includes a differential pay benefit for up to ten days of military leave per year, which will remain in
place for at least five years once initiated. On December 11, 2025, the Court granted preliminary approval of the settlement. On May 12, 2026, the Court
conducted a final approval hearing. On May 19, 2026, the Court granted final approval of the settlement, entered final judgment, and closed the case.

On December 27, 2019, a former customer service agent at Oakland International Airport, filed a putative class action complaint in the Superior Court of
California, for the County of Santa Clara, against the Company alleging the following seven claims under the California Labor Code and Business &
Professions Code: (1) failure to provide meal periods; (2) failure to provide rest periods; (3) failure to pay hourly wages; (4) failure to provide accurate wage
statements; (5) failure to timely pay all final wages; (6) unfair competition; and (7) civil penalties for the foregoing. Plaintiff filed a First Amended Complaint
on October 15, 2021, that asserted the same causes of
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action and added a named plaintiff. The First Amended Complaint primarily seeks unpaid wages, interest thereon, and associated civil and statutory penalties,
along with attorneys’ fees and costs. On February 26, 2025, the Court granted class certification as to the first cause of action for failure to provide meal
periods, denied certification on the second through fourth causes of action, and granted certification on the fifth and sixth causes of action only insofar as they
are predicated on the first cause of action. The certified class consists of all of the Company’s non-exempt ground employees in California who worked a shift
in excess of five hours for the time period between October 24, 2014, forward. On April 17, 2025, the Company filed a summary judgment motion arguing that
Plaintiffs’ first cause of action, and all causes of action predicated thereon, failed as a matter of law. The motion was granted on July 25, 2025. Judgment was
entered in favor of the Company on September 2, 2025, and Plaintiffs filed a notice of appeal on September 4, 2025. On May 6, 2026, Plaintiffs filed their
opening appellate brief. The Company’s answering brief is due on August 4, 2026. The Company intends to continue to vigorously defend itself in all respects.

Two complaints alleging violations of federal securities laws and seeking certification as a class action were filed (on January 10, 2023, and March 13, 2023,
respectively) against the Company and certain of its officers in the United States District Court for the Southern District of Texas in Houston. The complaints
seek damages on behalf of a putative class of persons who purchased or otherwise acquired the Company's common stock between June 13, 2020, and
December 31, 2022. The complaints assert claims under Sections 10(b) and 20 of the Exchange Act and allege that the Company made material misstatements
to investors regarding the Company's internal technology and alleged vulnerability to large-scale flight disruptions. The complaints generally seek money
damages, pre-judgment and post-judgment interest, and attorneys' fees and other costs. The deadline in the first of these two cases to file a motion seeking
appointment of lead plaintiff was March 13, 2023; four separate motions were filed, and three of the parties seeking appointment contested the issue. On July
17, 2023, the Court signed an order consolidating the two federal securities cases into the first-filed suit and also appointed plaintiff Michael Berry as lead
plaintiff in the consolidated case, with his counsel of record to serve as lead counsel and liaison counsel. On September 15, 2023, the lead plaintiff filed an
amended complaint that expanded the class period to include persons who purchased or otherwise acquired the Company's common stock between February 4,
2020, and March 14, 2023, while continuing to assert claims under Sections 10(b) and 20 of the Exchange Act based on alleged misstatements regarding the
Company's internal technology and alleged vulnerability to large-scale flight disruptions. On November 20, 2023, the Company and the individual defendants
filed a motion to dismiss the amended complaint for failure to state a claim. The plaintiffs filed an opposition brief on January 26, 2024. The Company and the
individual defendants filed a reply brief on February 23, 2024. On December 5, 2024, the United States District Court for the Southern District of Texas denied
the motion to dismiss on the basis that "the issues are better suited for a summary judgment motion after the parties have had the opportunity to engage in
discovery." On December 21, 2024, the Company moved for reconsideration of the December 5, 2024, order and, in the alternative, for permission to pursue an
interlocutory appeal. The plaintiffs opposed both requests for relief. On April 3, 2025, the United States District Court for the Southern District of Texas
conducted a hearing on the Company’s motion for reconsideration and requested the parties to confer and submit an agreed post-hearing briefing schedule in
order for the Court to evaluate and determine the sufficiency of the allegations in plaintiffs’ amended complaint in accordance with the Private Securities
Litigation Reform Act. The parties submitted their respective briefing on these issues. On March 31, 2026, the Court signed a memorandum opinion and order
that granted defendants’ motion for reconsideration, withdrew the Court’s prior order denying defendants’ motion to dismiss plaintiffs’ complaint, and granted
defendants’ motion to dismiss plaintiffs’ complaint without prejudice. The order granted plaintiffs leave to amend the complaint under specified parameters,
including that any amended complaint be filed by April 24, 2026, and be accompanied by a synopsis of no more than ten pages, explaining how the
amendments address the grounds for dismissal stated in the Court’s March 31 order. The plaintiffs did not amend their complaint, but rather filed a motion for
entry of final judgment on May 1, 2026. The Court entered final judgment on May 20, 2026, dismissing all claims with prejudice, and the plaintiffs filed their
notice of appeal the same day. The Fifth Circuit Court of Appeals has entered a briefing schedule, and the plaintiffs’ opening appeal brief is currently due to be
filed on August 25, 2026. On July 20, 2026, the plaintiffs filed a request pursuant to Fifth Circuit practice for a 30-day extension until September 24, 2026, to
file their response, which the Defendants do not oppose. The Defendants intend to file a response brief in support of the District Court’s dismissal order. The
Company denies all allegations
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of wrongdoing in the complaint, believes the plaintiffs' positions below and on appeal are without merit, and intends to vigorously defend itself in all respects,
including in opposing the appeal.

Starting on or about January 24, 2023, the Company’s senior officers and the Board received multiple derivative demand letters from legal counsel for
purported Southwest Shareholders demanding that the Board investigate claims, initiate legal action, and take remedial measures in connection with the service
disruptions occurring in December 2022. Generally, the demand letters broadly assert that the Company’s directors and senior officers did not make sufficient
investments in internal technology systems to prevent large-scale flight disruptions, did not exercise sufficient oversight over the Company’s operations,
approved or received unwarranted compensation, caused the Company to make materially misleading public statements, and breached their fiduciary duties to
the Company. Additionally, since January 27, 2023, the Company has received multiple letters from counsel for purported Southwest Shareholders making
statutory demands for the production of various books and records of the Company, purportedly in an effort to investigate possible derivative claims similar to
those made the subject of the derivative demands discussed above. On June 13, 2023, a shareholder derivative suit was filed against certain of the Company’s
current and former officers and directors in the 14th Judicial District Court of Dallas County, Texas, asserting claims for damages from alleged breach of
fiduciary duty, waste of corporate assets, and unjust enrichment derivatively on the Company’s behalf against the individual defendants based on similar factual
allegations as contained in the demand letters and in the federal class action complaints. On June 15, 2023, a second shareholder derivative suit was filed
against certain of the Company’s current and former officers and directors in the United States District Court for the Northern District of Texas, asserting claims
under Section 14(a) of the Exchange Act and for damages from alleged breach of fiduciary duty, indemnification, and unjust enrichment derivatively on the
Company’s behalf against the individual defendants based on similar factual allegations as contained in the demand letters and in the federal class action
complaints. On November 14, 2023, a third shareholder derivative suit was filed in the 134th Judicial District of Dallas County, Texas, by some of the same
counsel involved in the June 13, 2023, suit against the same defendants in that suit and making allegations of the same operative facts and claims. On June 18,
2024, a fourth shareholder derivative suit was filed in the 101st Judicial District Court of Dallas County, Texas, asserting substantially similar claims as in the
first two state court derivative suits. On June 26, 2024, a fifth shareholder derivative suit was filed in the United States District Court for the Northern District
of Texas, asserting substantially similar claims as in the first federal derivative suit. On July 18, 2024, a sixth shareholder derivative suit was filed in the United
States District Court for the Northern District of Texas, asserting substantially similar claims as in the first federal derivative suit (together with the previous
demand letters and shareholder derivative suits, the “Derivative Actions and Demands”).

The Company and the Board have addressed the Derivative Actions and Demands in accordance with the applicable Texas statutes governing such demands and
litigation. Pursuant to those statutes, a committee of independent and disinterested directors (the "Special Litigation Committee") was appointed to conduct an
inquiry regarding the allegations in the Derivative Actions and Demands. The state court cases were consolidated into one state court case, and the federal cases
were later consolidated into one federal case.

As described above, pursuant to the applicable Texas statutes governing derivative demands and litigation, the Special Litigation Committee was duly appointed
to conduct an inquiry regarding the claims and allegations asserted in the Derivative Actions and Demands. The Derivative Actions and Demands were all
stayed, formally or by agreement, pending the outcome of the investigation by the Special Litigation Committee. On September 19, 2024, the Special Litigation
Committee formally reported its findings and resolution concerning its investigation of the Derivative Actions and Demands, which began in July 2023 and
concluded with the September 19, 2024 report and resolution, which in turn were delivered to the Company and its Board on September 23, 2024. The Special
Litigation Committee retained two law firms to represent the Special Litigation Committee in connection with the Special Litigation Committee’s investigation
of the Derivative Actions and Demands and the Special Litigation Committee’s review and assessment of evidence gathered in its investigation. The Special
Litigation Committee further reported, among other details, upon its appointment, the independence and disinterestedness of its members, the Special Litigation
Committee’s investigative processes, including meetings, scope of investigation, volume of documents reviewed, numbers of witnesses interviewed, other
presentations received, review and analysis of evidence and applicable legal standards, work with its counsel, and findings and preparation of the final report
and
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resolution of the Special Litigation Committee. Based upon the Special Litigation Committee report and the conclusions reached therein, the Special Litigation
Committee, consistent with its appointment and delegated authority, unanimously adopted a resolution (i) determining that it is not in the best interests of the
Company or its Shareholders to pursue the relief requested in the Derivative Actions and Demands; (ii) determining that it is in the best interests of the
Company and its Shareholders to reject the Derivative Actions and Demands; (iii) determining that it is in the best interests of the Company and its
Shareholders for the Company to move to dismiss the Derivative Actions and Demands; and (iv) instructing that the Company and counsel take all further
actions necessary to implement the resolution. On December 26, 2024, the Board received a seventh demand letter, and on January 31, 2025, received an eighth
demand letter, each containing allegations substantially similar to those presented in certain of the prior Derivative Actions and Demands, which are being
addressed consistent with applicable Texas law governing such demands. On April 1, 2025, the Company filed a motion to dismiss or stay the consolidated state
court derivative actions based on the forum selection clause in the Company’s bylaws and the pendency of the related federal derivative cases. In May 2025, the
Company and the plaintiffs in the state court derivative actions filed a joint stipulation and proposed order to stay the state court derivative actions and, among
other things, to make a ruling on a motion to dismiss in the federal derivative case binding upon the state court derivative actions. On June 18, 2025, the
Company filed a motion to lift the stay in the consolidated federal derivative actions and an accompanying motion to dismiss based on the Special Litigation
Committee's report, conclusions, and resolution. The parties have submitted to the Court a stipulation with a proposed schedule pertaining to further briefing
and related proceedings in connection with the motion to dismiss. On June 26, 2026, the Court granted Defendants’ motion to lift the stay in this action in order
to consider Defendants’ motion to dismiss and initially ordered the plaintiffs to respond to the motion to dismiss. The plaintiffs, with the agreement of
Defendants, renewed their request for the Court to enter a scheduling order pertaining to briefing and related discovery and proceedings in connection with the
motion to dismiss. On July 17, 2026, the Court signed an order setting forth a discovery and briefing schedule consistent with the limited discovery permitted
by Texas Business Organizations Code §21.556. Pursuant to the July 17, 2026 order, the timing for the plaintiffs to file their response to the motion to dismiss
and for the Company to file its reply in support of the motion are dependent upon the amount and timing of the limited discovery pursuant to the referenced
statute and any motion practice as to the scope of that discovery. The Company intends vigorously to pursue the motion to dismiss.

On January 28, 2025, two participants in the Company’s retirement plans commenced a putative class action in the United States District Court for the Northern
District of Texas against the Company, the Board, and certain of the Company’s officers. Plaintiffs purport to represent a class consisting of participants and
beneficiaries in the Southwest Airlines Co. Retirement Savings Plan, the Southwest Airlines Co. 401(k) Plan, and the Southwest Airlines Co. ProfitSharing Plan
(collectively, the “Plan”) who invested in the Harbor Capital Appreciation Fund from January 28, 2019 “through the date of judgment.” The complaint asserts
that defendants mismanaged Plan assets and failed to monitor the Plan in violation of the Employee Retirement Income Security Act (“ERISA”) by, among
other things, failing to remove the Harbor Fund as an investment option. The complaint seeks various forms of declaratory and monetary relief as well as
attorneys’ fees, interest and other costs. The Company moved to dismiss the complaint for failure to state a claim, and the court denied the motion. On June 10,
2026, the court stayed all proceedings pending a decision by the U.S. Supreme Court in another case, Anderson v. Intel Corp. mv. Pol v Comm., Case No. 25-
498, in which the Supreme Court will address the pleading standard for similar ERISA claims challenging investment options offered by a retirement plan. The
defendants deny all allegations of wrongdoing, believe the plaintiffs’ claims are without merit, and intend to vigorously defend against these claims.

On April 29, 2025, the Company received a demand letter addressed to the Board, dated April 28, 2025, from a purported Southwest Shareholder contending
that the Company’s directors and senior officers breached their fiduciary duties in connection with the Board’s decision to end Southwest’s Bags Fly Free policy
and to begin charging passengers for bags. The letter demanded that the Board investigate the circumstances surrounding the policy change and bring suit
against individual directors and officers who allegedly breached their duties to the Company. On June 27, 2025, the Company sent a response to the demand
letter on behalf of the Board rejecting the allegations and denying them and any other form of wrongdoing. The response letter also noted that the Board
approved an amendment and restatement of the Company’s bylaws that, among other things, established a minimum ownership threshold of three percent of
Southwest’s outstanding shares in order for a Southwest shareholder to
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institute or maintain a derivative proceeding, consistent with the provisions in Texas Senate Bill 29, which was signed into law on May 14, 2025. The response
letter further noted that the purported shareholder who sent the demand letter claims to hold only 100 shares of the Company’s stock and thus fell well short of
the three percent threshold. On July 10, 2025, the shareholder who sent the demand filed a shareholder derivative complaint in the United States District Court
for the Northern District of Texas against various directors and officers of the Company based on the contentions asserted in the demand letter. The suit asserts,
among other things, that the decision to change Southwest’s Bags Fly Free policy conflicts with the Company’s prior views regarding the policy and is
detrimental to the Company’s business, and that the Company’s directors approved the policy to accede to pressure from large shareholder Elliott Investment
Management L.P., to preserve their Board seats, or both, rather than to serve the Company’s interests. The complaint also asserts that the amendment and
restatement of the Company’s bylaws is ineffective. On August 25, 2025, the Company and its Board moved to dismiss the derivative complaint and all claims
on the grounds, among others, that the suit is barred by Texas Senate Bill 29 and the Company's bylaw passed pursuant thereto requiring a three percent
ownership threshold in order for Company shareholders to bring derivative claims. The plaintiff opposed the motion, claiming the purportedly retroactive
application of Texas Senate Bill 29 and the Company bylaw are unconstitutional; and the Company filed a reply in support of its motion to dismiss.
Additionally, multiple entities sought and were granted leave to file three separate amicus curiae briefs in support of the Company's motion to dismiss and Texas
Senate Bill 29; those included one amicus brief each by: (i) the Chamber of Commerce of the United States of America and the Texas Association of Business,
(ii) the Alliance for Corporate Excellence, and (iii) Texans for Lawsuit Reform. Finally, in light of the constitutional challenge to Texas Senate Bill 29, on
October 3, 2025, the State of Texas, represented by the Office of the Attorney General of Texas, filed a motion to intervene in the case and its own
accompanying motion to dismiss the plaintiff's derivative suit and all claims therein as barred by Texas Senate Bill 29. The State of Texas’s motion to intervene
was granted, and its motion to dismiss has been fully briefed by both the State and the plaintiff. On March 17, 2026, the District Court signed a memorandum
opinion and order granting the defendants’ motion to dismiss and dismissing with prejudice all claims of the plaintiff. Also on March 17, 2026, the Court signed
a final judgment dismissing with prejudice all claims of the plaintiff. On April 15, 2026, the plaintiff filed a notice of appeal to the United States Court of
Appeals for the Fifth Circuit. On July 13, 2026, the plaintiff filed his opening appeal brief. The Company intends to file a response brief in support of the
District Court’s dismissal order. The Company and its Board deny all allegations of wrongdoing, believe the plaintiffs' positions and appeal are without merit,
and intend to vigorously defend themselves in all respects, including in opposing the appeal.
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Item 1A. Risk Factors

There have been no material changes to the factors disclosed in Item 1A. Risk Factors in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2025.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Issuer Purchases of Equity Securities (1)
(a) (b) (c) (d)

Period
Total number of
shares purchased

Average price paid
per share

Total number of shares
purchased as part of publicly
announced plans or programs

Maximum dollar value of
shares that may yet be

purchased under the plans or
programs

April 1, 2026 through April 30,
2026 —  $ —  —  $ 450,000,095 
May 1, 2026 through May 31, 2026 —  $ —  —  $ 450,000,095 
June 1, 2026 through June 30, 2026 —  $ —  —  $ 450,000,095 
Total —  — 

(1) On July 23, 2025, the Board approved a $2.0 billion share repurchase authorization of the Company's common stock. Subject to certain conditions,
repurchases may be made in accordance with applicable securities laws in open market or private, including accelerated, repurchase transactions from time to
time, depending on market conditions.

Item 3. Defaults Upon Senior Securities

None

Item 4. Mine Safety Disclosures

Not applicable

Item 5. Other Information

None
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Item 6. Exhibits
3.1 Restated Certificate of Formation of the Company, effective May 18, 2012 (incorporated by reference to Exhibit 3.1 to the Company’s

Quarterly Report on Form 10-Q for the quarter ended June 30, 2012 (File No. 1-7259)).
3.2 Fifth Amended and Restated Bylaws of the Company, effective May 16, 2025 (incorporated by reference to Exhibit 3.1 to the Company's

Current Report on Form 8-K filed May 19, 2025 (File No. 1-7259)).
10.1 Southwest Airlines Co. Amended and Restated 2007 Equity Plan Form of Notice of Grant and Terms and Conditions for Phantom Share

Awards grants effective 2026. (1)
10.2 Increase Joinder Agreement No. 1 and First Amendment to Credit Agreement, dated as of May 19, 2026, among Southwest Airlines Co.,

the banks party thereto, and the administrative agent party thereto.

31.1 Rule 13a-14(a) Certification of Chief Executive Officer.
31.2 Rule 13a-14(a) Certification of Chief Financial Officer.
32.1 Section 1350 Certifications of Chief Executive Officer and Chief Financial Officer. (2)
101.INS XBRL Instance Document - The instance document does not appear in the Interactive Data File because its XBRL tags are embedded

within the Inline XBRL document.
101.SCH Inline XBRL Taxonomy Extension Schema Document.
101.CAL Inline XBRL Taxonomy Extension Calculation Linkbase Document.
101.DEF Inline XBRL Taxonomy Extension Definition Linkbase Document.
101.LAB Inline XBRL Taxonomy Extension Label Linkbase Document.
101.PRE Inline XBRL Taxonomy Extension Presentation Linkbase Document.
104 Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101).

(1) Management contract or compensatory plan or arrangement.
(2) Furnished, not filed.
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SIGNATURES
 

 
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.
 
  SOUTHWEST AIRLINES CO.
     
July 23, 2026 By: /s/   Tom Doxey
     
    Tom Doxey
    Executive Vice President & Chief Financial Officer
    (On behalf of the Registrant and in
    his capacity as Principal Financial Officer)
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SOUTHWEST AIRLINES CO. AMENDED AND RESTATED 2007 EQUITY INCENTIVE PLAN NOTICE OF GRANT OF PHANTOM SHARE AWARDS Pursuant to the terms of the Southwest Airlines Co. Amended and Restated 2007 Equity Incentive Plan (the “Plan”), Southwest Airlines Co. (the “Company”) hereby grants to you (the “Participant”) an award of phantom shares (“Phantom Share Award” or “Award”), in accordance with, and subject to, the following: Participant: Employee ID: Date of Grant: Number of Phantom Shares Granted: Fair Market Value on Date of Grant: Settlement: Vesting Schedule Vesting Date Percentage of Phantom Share Award Vesting Participant understands and agrees that the Phantom Share Award is granted in accordance with, and subject to, the terms and conditions of the Plan and the Terms and Conditions accompanying this Notice of Grant. By asserting any rights with respect to this Award, the Participant (and any person who has acquired this Award by will or the laws of descent and distribution or intestacy) will be deemed to have understood and agreed to the terms and conditions of the Plan and the accompanying Terms and Conditions.



 

SOUTHWEST AIRLINES CO. AMENDED AND RESTATED 2007 EQUITY INCENTIVE PLAN TERMS AND CONDITIONS PHANTOM SHARE AWARDS (Effective For Awards Granted Beginning on May 6, 2026) By asserting any rights with respect to a Phantom Share Award received pursuant to the Southwest Airlines Co. Amended and Restated 2007 Equity Incentive Plan (the “Plan”) and granted pursuant to the Notice of Grant of Phantom Share Awards with which these Terms and Conditions are attached (the “Notice of Grant”), the recipient of the Award (the “Participant”) will be deemed to have understood and agreed to the terms and conditions of the Plan and the terms and conditions set forth below. Capitalized terms used and not otherwise defined in these Terms and Conditions shall have the meanings assigned to them in the Plan or in the Notice of Grant. 1. Grant of Phantom Shares. (a) Grant. The Company grants to the Participant the number of phantom shares (each, a “Phantom Share”) stated in the Notice of Grant. This grant is subject to these Terms and Conditions and the terms and conditions of the Plan. Each Phantom Share represents the right to receive a cash payment equal to the Fair Market Value of one share of the Company’s Common Stock on the Valuation Date (as defined below). (b) Cash Settlement Only. Despite any contrary provision in the Plan, the Phantom Shares must be settled exclusively in cash. No Common Stock will be issued or delivered to settle this Award. These Phantom Shares do not count against the Plan Limit or any sublimit in Section V of the Plan. (c) No Shareholder Rights. Phantom Shares are not issued and outstanding shares of Common Stock. The Participant has no voting rights, no right to receive dividends, and no other rights of a shareholder for the Phantom Shares. 2. Consideration. The Company grants these Phantom Shares for the services the Participant will provide to the Company and its
Affiliates. 3. Vesting. Subject to these Terms and Conditions and the provisions of the Plan, vesting of the Award will be subject to and in accordance with the schedule set forth in the Notice of Grant. Participant must remain in Service through each vesting date and comply with these Terms and Conditions and the Plan. (a) Minimum Vesting Period. Under Plan Section VIII(b), the Phantom Shares must vest over at least three years for time-based vesting or one year for performance-based vesting— unless Section 5 of these Terms and Conditions or the Plan provides otherwise. 4. Valuation and Settlement.





 

(a) Valuation Date. The “Valuation Date” for a vested Phantom Share is the date it vests under Section 3 or the date on which vesting is accelerated under these Terms and Conditions. If that date is not a day on which the New York Stock Exchange is open for trading, the Valuation Date is the immediately preceding trading day. (b) Settlement. Within 30 days after each Valuation Date, the Company will pay the Participant the “Settlement Amount.” This amount equals the number of Phantom Shares vesting on that date multiplied by the Fair Market Value of one share of Common Stock on the Valuation Date, minus any withholdings required by Section 9. (c) No Fractional Shares. The Settlement Amount is calculated using only whole Phantom Shares. No fractional Phantom Shares vest, and the Company will not pay cash for any fractional Phantom Share. 5. Termination of Service. (a) General Rule. Except as provided in this Section 5, if the Participant’s Service terminates for any reason, all unvested Phantom Shares are immediately forfeited without payment on the termination date. (b) Death or Disability. If the Participant’s Service terminates because of death or Disability, all unvested Phantom Shares vest in full on the termination date. The Company will pay the Settlement Amount within 30 days. (c) Qualified Retirement. If the Participant’s Service terminates for any reason other than cause, the unvested Phantom Shares remain outstanding and continue to vest under Section 3 as if Service had not terminated, provided that at least 12 months have passed since the Date of Grant and (a) (i) the Participant has completed at least 10 years of continuous Service; and (ii) the Participant’s age plus completed years of continuous Service equal at least 65 at the time of the Participant’s termination of Service; or (b) (i) the Participant has completed at least 5 years of continuous Service; and (ii) the Participant is at least 55 years of age at the time of the
Participant’s termination of Service. Settlement of such Phantom Shares will occur in accordance with Section 4. (d) Termination for Cause. If the Participant’s Service is terminated for cause, all Phantom Shares (vested or unvested) that have not been settled are immediately forfeited without payment. (e) Committee Discretion. Despite the rules above, the Committee may waive any Service requirement for any portion of the Phantom Share Award, subject to Section 10. 6. Change in Control. If a Change in Control occurs, the Plan’s provisions govern the Phantom Shares. If the surviving or acquiring entity does not assume or substitute the Phantom Shares, all unvested Phantom Shares vest in full. The Company will pay the Settlement Amount within 30 days after the Change in Control, subject to Section 10. Despite any other provision, if a payment under this section is “deferred compensation” under Section 409A, the Company will pay such payment only if the Change in Control also qualifies as a “change in control event” under Treasury Regulation Section 1.409A-3(i)(5).





 

7. Non-Transferability. The Participant may not transfer, pledge, or encumber the Phantom Shares except by will or the laws of descent and distribution. Any transfer that violates this Section 7 is void. During the Participant’s lifetime, only the Participant or their guardian or legal representative may exercise the rights under these Terms and Conditions. 8. No Right to Continued Service. Neither these Terms and Conditions nor the Plan give the Participant any right to continue in Service. Further, these Terms and Conditions do not limit the right of the Company or any Affiliate to terminate the Participant’s Service at any time and for any reason, with or without cause. 9. Taxes. (a) Withholding. The Company will withhold from the Settlement Amount all federal, state, and local taxes required by law when the Phantom Shares vest or are settled. (b) Participant Responsibility. The Participant is solely responsible for all taxes and penalties related to the Phantom Shares. The Company has made no representations about the tax consequences of this grant. The Participant should consult a tax, financial, or legal advisor. (c) FICA Withholding. Federal Insurance Contributions Act (“FICA”) taxes may become due when the Phantom Shares are no longer subject to a substantial risk of forfeiture, even if that occurs before settlement. The Company may withhold these taxes or require the Participant to pay them when due. 10. Section 409A Compliance. (a) Short-Term Deferral. The Company and Participant intend for these Phantom Shares to qualify for the “short-term deferral” exception under Treasury Regulation Section 1.409A-1(b)(4). These Terms and Conditions must be interpreted and applied accordingly. To the extent the Phantom Shares are “deferred compensation” under Internal Revenue Code Section 409A, these Terms and Conditions must comply with that section. (b) Six-Month Delay for Specified Employees. If the Participant is a “specified employee”
under Section 409A at the time of a “separation from service” (as defined in Section 409A), any payment that is “deferred compensation” under Section 409A and otherwise due within six months of that separation will be delayed. The Company will instead pay it on the first business day after the six-month anniversary of the separation (or upon the Participant’s death, if earlier). (c) No Acceleration. Neither the Company nor the Participant may take any action to accelerate or delay any payment in a way that violates Section 409A. (d) Interpretation and Liability. These Terms and Conditions must be interpreted and administered to comply with Section 409A. Any ambiguity must be resolved in a way that avoids Section 409A taxes. Despite any other provision, the Company does not guarantee any specific tax result and is not liable to the Participant if these Terms and Conditions fail to satisfy an exemption or condition of Section 409A. 11. Clawback and Recoupment. The Phantom Shares and any Settlement Amount are subject to the Company’s clawback and recoupment policies. This includes any policy adopted





 

to comply with the Dodd-Frank Wall Street Reform and Consumer Protection Act, the Sarbanes- Oxley Act, or any regulations issued under them. 12. Plan Governs. These Terms and Conditions are subject to the terms of the Plan and any rules the Committee adopts to administer it. If these Terms and Conditions conflict with the Plan, the Plan’s provisions govern. 13. Entire Agreement; Amendment. These Terms and Conditions and the Plan are the entire agreement between the Company and the Participant on this subject and supersede all prior agreements or negotiations. These Terms and Conditions may be amended only by a written instrument signed by both the Company and the Participant or—if the Plan permits—by Committee action. 14. Governing Law. Texas law governs these Terms and Conditions, without regard to its conflict-of-laws principles. 15. Notices. A notice under these Terms and Conditions must be in writing. It is considered given when delivered personally or sent by certified or registered mail (return receipt requested) to the Company at its principal executive office or to the Participant at the address in the Company’s records. 16. Severability. If any provision of these Terms and Conditions is held invalid or unenforceable, the remaining provisions remain in effect. The invalid or unenforceable provision will be reformed only as much as necessary to make it valid and enforceable. 17. Successors and Assigns. These Terms and Conditions bind and benefit the Company and its successors and assigns, as well as the Participant, and the Participant’s heirs and personal representatives. 18. Section 16 Compliance. If the Participant is subject to Section 16 of the Securities Exchange Act of 1934, these Terms and Conditions and the related transactions are intended to comply with Rule 16b-3. The Committee may take any action or impose any condition it considers necessary to ensure such compliance. 19. Electronic Acceptance. The
Participant may accept these Terms and Conditions electronically, including through the Company’s online equity-plan system. An electronic acceptance is as legally binding as a manual signature. 20. Acknowledgment. By signing these Terms and Conditions or accepting electronically, the Participant agrees that: (a) they have received and reviewed the Plan and these Terms and Conditions and have had the opportunity to ask questions;





 

(b) they accept the Phantom Shares under these Terms and Conditions and the terms and conditions of the Plan; (c) they have been advised to consult their own tax, financial, and legal advisors; and (d) the grant of Phantom Shares is voluntary and creates no right to future grants or other benefits.





 



Execution Version 4924-2752-6055v.6 SOU630/00014 INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT among SOUTHWEST AIRLINES CO., THE BANKS PARTY HERETO, BNP PARIBAS, as Administrative Agent, BNP PARIBAS, as Global Coordinator, Sole Structuring Agent and Lead Bookrunner, CRÉDIT INDUSTRIEL ET COMMERCIAL, NEW YORK BRANCH, NATIONAL WESTMINSTER BANK PLC, SOCIÉTÉ GÉNÉRALE, BAYERISCHE LANDESBANK, BANK OF CHINA, NEW YORK BRANCH and BANK OF CHINA (EUROPE) S.A. DUBLIN BRANCH, as Joint Lead Arrangers STATE BANK OF INDIA, NEW YORK and SUMITOMO MITSUI TRUST BANK, LIMITED, NEW YORK BRANCH, as Lead Arrangers CHINA CONSTRUCTION BANK CORPORATION, NEW YORK BRANCH, KFW IPEX-BANK GMBH, CHANG HWA COMMERCIAL BANK, LTD., NEW YORK BRANCH, CTBC BANK CO., LTD., NEW YORK BRANCH, FIRST COMMERCIAL BANK LTD., LOS ANGELES BRANCH, KEB HANA BANK, NEW YORK AGENCY, TAIWAN COOPERATIVE BANK LTD., LOS ANGELES BRANCH, BANK OF COMMUNICATIONS CO., LTD., NEW YORK BRANCH, BANK OF TEXAS, NATIONAL ASSOCIATION, THE BANK OF EAST ASIA, LIMITED, NEW YORK BRANCH, HUA NAN COMMERCIAL BANK, LTD., NEW YORK AGENCY, LAND BANK OF TAIWAN, NEW YORK BRANCH, MEGA INTERNATIONAL COMMERCIAL BANK CO., LTD. NEW YORK BRANCH and TAIWAN BUSINESS BANK, LTD., NEW YORK BRANCH, as Arrangers,



 

2 INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT May 19, 2026 Reference is made to the Term Loan Credit Agreement, dated as of March 11, 2026 (as amended, restated, amended and restated, supplemented or otherwise modified, refinanced or replaced from time to time, the “Existing Credit Agreement”; as amended by this Increase Joinder defined below, the “Credit Agreement”), among Southwest Airlines Co. (the “Company”), the Banks party thereto and BNP Paribas, as Administrative Agent for the Banks. This Increase Joinder Agreement No. 1 and First Amendment to Credit Agreement (this “Increase Joinder”) is an Increase Joinder referred to in Section 2.24(c) of the Credit Agreement. Unless otherwise defined herein, all capitalized terms used herein that are defined in the Credit Agreement shall have the meanings assigned to such terms in the Credit Agreement. Section 1. Incremental Term Loans. 1.1 Incremental Term Loans. On the Increase Effective Date (as defined below), the Banks referred to on Schedule 1 hereto (each, an “Incremental Bank”) each hereby becomes an Incremental Bank under the Credit Agreement having the Incremental Term Loan set forth under such Bank’s name in Schedule 1 hereto (the “Incremental Term Loans”), effective as of the date hereof and agrees to be bound by the provisions of the Credit Agreement. Each Incremental Bank, severally and not jointly, agrees to make the Incremental Term Loans in dollars to the Company on the Increase Effective Date, in an aggregate amount not to exceed the amount of such Bank’s First Incremental Commitment. Notwithstanding anything to the contrary in the Credit Agreement, the Incremental Term Loans will share the same Interest Periods and will accrue interest at the same interest rate as the Initial Term Loans. The Incremental Loans and Incremental Commitments shall be entitled to all the benefits afforded by
the Credit Agreement and the other Loan Papers and shall, without limiting the foregoing, benefit equally and ratably from the security interests created by the Loan Papers. The Incremental Term Loans will be secured by the Liens on the Collateral on a pari passu basis with the Initial Term Loans. 1.2 Representations and Warranties. Each Incremental Bank (a) represents and warrants that (i) it has full power and authority, and has taken all action necessary, to execute and deliver this Increase Joinder and to consummate the transactions contemplated hereby and, if it is not an existing Bank, to become a Bank under the Credit Agreement, (ii) if it is not an existing Bank, it satisfies the requirements, if any, specified in the Credit Agreement that are required to be satisfied by it in order to become a Bank, (iii) it has received a copy of the Credit Agreement and the other applicable Loan Papers, together with copies of the most recent financial statements delivered pursuant to Section 6.10 thereof, and such other documents and information as it has deemed appropriate to make its own credit analysis and decision to enter into this Increase Joinder and make the Incremental Term Loans on the basis of which it has made such analysis and decision independently and without reliance on the Administrative Agent or any other Bank and (iv) it has delivered to the Administrative Agent any documentation required to be delivered by it pursuant to the terms of the Credit Agreement, (b) agrees that (i) it will, independently and without reliance on the Administrative Agent or





 

3 any other Bank, and based on such documents and information as it shall deem appropriate at the time, continue to make its own credit decisions in taking or not taking action under the Loan Papers including this Increase Joinder and (ii) it will perform in accordance with their terms all of the obligations which by the terms of the Loan Papers are required to be performed by it as a Bank and (c) appoints and authorizes Administrative Agent to take such action as agent on its behalf and to exercise such powers under the Credit Agreement and the other Loan Papers as are specifically delegated to or required of the Administrative Agent by the terms thereof, together with such powers as are reasonably incidental thereto. Section 2. Amendments to Existing Credit Agreement. 2.1 Replacement of Schedule II to Existing Credit Agreement. After giving effect to this Increase Joinder, Schedule II to the Existing Credit Agreement will be amended and restated with Schedule 2 hereto, which will be deemed to be attached as Schedule II to the Credit Agreement as of the Increase Effective Date. 2.2 New Definitions. Section 1.1 of the Existing Credit Agreement is hereby amended by adding the following definitions in proper alphabetical sequence: “First Incremental Bank” means each Bank listed on Schedule II to this Agreement under First Incremental Commitments, each as an Incremental Bank under and as defined in the Increase Joinder No. 1. “First Incremental Commitment” means, with respect to each First Incremental Bank, the obligation of such First Incremental Bank to make First Incremental Term Loans on the First Incremental Effective Date in the aggregate principal and/or face amount set forth opposite the name on Schedule II to this Agreement. The aggregate amount of the First Incremental Commitments as of the First Incremental Effective Date is $1,000,000,000.00. “First Incremental Effective Date” means May 19, 2026. “First Incremental Term
Loans” means the Incremental Term Loans made by the First Incremental Banks pursuant to Section 2.24 on the First Incremental Effective Date. “Increase Joinder No. 1” means that certain Increase Joinder Agreement No. 1 and First Amendment to Credit Agreement dated as of the First Incremental Effective Date, by and among the Company, the First Incremental Banks, and the Administrative Agent. “Initial Commitment” means, with respect to each Bank, the obligation of such Bank to make Initial Term Loans on the Effective Date in the aggregate principal and/or face amount set forth opposite the name on Schedule II to this Agreement. The aggregate original amount of the Initial Commitments is $500,000,000.00. 2.3 Amended and Restated Definitions. Section 1.1 of the Existing Credit Agreement is hereby amended by amending and restating the following defined terms in their entirety as follows:





 

4 “Commitment” means the Initial Commitments and the First Incremental Commitments. “Incremental Amount” shall mean, at any time, the excess, if any, of (i) $1,000,000,000 over (ii) the aggregate amount of all Incremental Term Loans made hereunder after the First Incremental Effective Date (excluding the First Incremental Term Loans) prior to such time in accordance with Section 2.24. “Loan Papers” means (a) this Agreement, certificates delivered pursuant to this Agreement and exhibits and schedules hereto, (b) the Increase Joinder No. 1, (c) the Aircraft Mortgage, (d) the Mortgaged Aircraft Operating Agreement, (e) any notes, security documents, guaranties, and other agreements in favor of the Administrative Agent and Banks, or any or some of them, and (f) all renewals, extensions, or restatements of, or amendments or supplements to, any of the foregoing; provided that the foregoing shall exclude any such agreements, certificates, mortgages, notes, security documents, guarantees, renewals, extensions, restatements, amendment, or supplements (and any exhibits and schedules to any of the foregoing) that are terminated or relate solely to assets that are released from the Lien securing the Loans in accordance with the terms of this Agreement. “Sanctions” means economic or financial sanctions or trade embargoes imposed, administered or enforced from time to time by the (i) U.S. government, including those administered by the Office of Foreign Assets Control of the U.S. Department of the Treasury or the U.S. Department of State or (ii) the European Union. 2.4 Amendment to Section 2.24(a). Section 2.24(a) of the Existing Credit Agreement is hereby amended by adding the following paragraph to the end thereof: Unless the Administrative Agent shall have received notice from any Bank prior to any such Increase Effective Date that such Bank will not make available to the Administrative Agent its ratable share of such Incremental Term
Loan, the Administrative Agent may assume that such Bank has made or will make such amount available on such date and may, in reliance upon such assumption, make available to the Company the amount of such Bank’s share. If and to the extent that any Bank shall not have made its ratable share of any Incremental Term Loan available to the Administrative Agent as assumed above, then such Bank and the Company severally agree to pay to the Administrative Agent, forthwith on demand, the amount of such Bank’s share so made available by the Administrative Agent, together with interest thereon, for each day from the date such amount was made available to the Company to the date such amount is paid to the Administrative Agent, at the Federal Funds Effective Rate. 2.5 Amendment to Section 9. Section 9 of the Existing Credit Agreement is hereby amended by adding a new Section 9.23 to the end thereof to read as follows: Section 9.23 Anti-Boycott Regulations. In respect of each Bank that is resident in Germany (Inländer) within the meaning of section 2 paragraph 15 of the German Foreign Trade and Payments Act (Außenwirtschaftsgesetz) (and therefore subject to section 7 of the





 

5 German Foreign Trade and Payments Ordinance (Außenwirtschaftsverordnung, “AWV”)) (each a “Restricted Bank”), the Company's representations, warranties and covenants in the Loan Papers related to compliance with Sanctions will only apply for the benefit of a Restricted Bank to the extent that such terms do not result in any violation of or conflict with EU Regulation (EC) 2271/96 or section 7 of the AWV. Solely in the event of a breach of any such terms which do not apply to a Restricted Bank by virtue of the foregoing sentence (but not with respect to any other breaches), the Loans and unused Commitments of any Restricted Bank shall be excluded in determining the Majority Banks with respect to waiving or consenting to matters relating to such breach. Section 3. Conditions Precedent to Increase Joinder. This Increase Joinder shall become effective upon satisfaction of the following conditions precedent (the “Increase Effective Date”): 3.1 Counterparts. The Administrative Agent shall have received this Increase Joinder signed by the Company and each Incremental Bank party hereto. 3.2 Representations and Warranties. (a) all representations and warranties contained in the Credit Agreement and the other Loan Papers are true and correct in all material respects on and as of the funding of the Incremental Term Loans on the date hereof (both immediately before and immediately after giving effect thereto) with the same effect as if made on and as of such date except to the extent such representations and warranties expressly relate to an earlier date and in such case, such representations and warranties shall be true and correct in all material respects as of such dates; provided that any representation or warranty that is qualified by materiality, “Material Adverse Change” or “Material Adverse Effect” is true and correct in all respects, as though made on and as of the applicable date, immediately before and immediately after giving effect to such
Borrowing of Incremental Term Loans and (b) no Event of Default has occurred and is continuing or would result from the Borrowings to be made on the date hereof; provided, for the avoidance of doubt, that no Default or Event of Default in respect of Section 6.12 of the Credit Agreement has occurred and is continuing nor would result from the making of such Borrowing on and as of the date hereof, without giving effect to any Collateral Coverage Test Cure Period. 3.3 Required Deliverables. The Administrative Agent shall have received the following, each dated (unless otherwise indicated) the Increase Effective Date: (a) Officer’s Certificates dated the Increase Effective Date certifying, inter alia, (i) true and correct copies of resolutions adopted by the Board of Directors of the Company authorizing the Company to borrow the Incremental Term Loans and effect other transactions hereunder, (ii) a true and correct copy of the Company’s bylaws in effect on the date hereof and (iii) the incumbency and specimen signatures of the Persons executing any documents on behalf of the Company, or in each case of clauses (i) through (iii), certification as to there being no change to such documents previously so certified to the Administrative Agent on the Effective Date. (b) A copy of the Company’s charter and all amendments thereto, accompanied by certificates that such copy is correct and complete, one certificate dated within a reasonable time prior to the Increase Effective Date and issued by the Secretary of State of Texas and one





 

6 certificate dated the Increase Effective Date and executed by the corporate secretary or assistant secretary of the Company or certification as to there being no change to such documents previously so certified to the Administrative Agent on the Effective Date. (c) Certificates (dated as of a recent date reasonably acceptable to the Administrative Agent) of existence and good standing of the Company from appropriate officials of Texas. (d) The written opinions of internal and outside counsel to the Company, dated the Increase Effective Date, in form and substance reasonably satisfactory to Administrative Agent, which shall, in the case of the opinion of outside counsel to the Company, include an opinion as to the applicability of Section 1110 of the Bankruptcy Code. (e) The written opinion of Gilchrist Aviation Law, P.C., special FAA counsel to the Company, in a form reasonably satisfactory to the Administrative Agent, or written confirmation from Gilchrist Aviation Law, P.C. immediately prior to closing that they have reviewed pre-closing FAA indexes and priority search certificates for the airframes and engines that are Pool Assets (limited to Pool Assets described on the Mortgage Supplement) and confirm they are in a position to issue their opinion, assuming no intervening filings or registrations, in form and substance reasonably satisfactory to the Administrative Agent, such that within five Business Days of the Increase Effective Date (or such later date as the Administrative Agent may, in its sole discretion, consent to in writing) the Administrative Agent and the Banks shall have received such written opinion. (f) Unless otherwise waived by the Administrative Agent, an Administrative Questionnaire (dated any date on or prior to the Increase Effective Date) completed by each Bank (other than BNP Paribas) which is a party to this Increase Joinder on the Increase Effective Date. (g) A Notice of Borrowing in accordance with Section 2.24(c) of the Credit
Agreement. (h) The Administrative Agent shall have received, for each Pool Asset, certificates of insurance and, if available, reinsurance, from underwriters or insurers that comply with the insurance provisions of the Loan Papers, together with, to the extent commercially available, a letter of undertaking from the related insurance broker and, if applicable, reinsurance brokers with respect to insurance required to be maintained by the Loan Papers. 3.4 Lien Searches. The Administrative Agent shall have received Lien searches conducted in the recording office of the FAA and, with respect to the applicable Collateral, “priority search certificates” (as defined in the Regulations and Procedures for the International Registry), all as may be reasonably satisfactory to the Administrative Agent (dated as of a date reasonably satisfactory to the Administrative Agent), reflecting the absence of Liens and encumbrances on the assets of the Company and the other Grantors constituting Collateral, other than Permitted Liens, and the absence of registrations (other than sale registrations) on the International Registry with respect to the applicable Collateral, other than the registrations contemplated herein, and (in the case of the searches conducted at the recording office of the FAA) indicating that the Company (or the applicable Grantor) is the registered owner of each





 

7 of the aircraft which is intended to be covered by the Mortgage Supplement as of the Increase Effective Date. 3.5 Mortgage Supplement. The Company shall have duly executed and delivered to the Administrative Agent a supplement to the aircraft mortgage in form reasonably acceptable to the Administrative Agent (the “Mortgage Supplement”), together with (a) the filing for recordation with the FAA of the Mortgage Supplement for recording as evidenced by a written confirmation from Gilchrist Aviation Law, P.C. of its submission to the FAA of the Mortgage Supplement for recording (together with any other necessary documents, instruments, affidavits or certificates) as the Administrative Agent may deem reasonably necessary to perfect and protect the Liens created by the Aircraft Mortgage (as supplemented by the Mortgage Supplement), including, without limitation, recordings and filings with the FAA, and all filings and recording fees and taxes in respect thereof shall have been duly paid, (b) copies of the Entry Point Filing Forms, (c) evidence that Gilchrist Aviation Law, P.C., special FAA counsel to the Company, (i) has provided email confirmation that the International Interests created by the Mortgage Supplement have been registered as “prospective” International Interests prior to the execution of the Mortgage Supplement, and has provided priority search certificates from the International Registry to the Administrative Agent evidencing such prospective International Interests or (ii) has established an International Registry Closing Room to facilitate the registration on the International Registry, and provided email confirmation that the Closing Room has been released and thus the International Interests created by the Aircraft Mortgage (as supplemented by the Mortgage Supplement) have been registered against the airframes and engines that are Pool Assets as of (and giving effect to) the Increase Effective Date and (d) evidence, to the extent
available, of the filing of financing statements in appropriate form with the Texas Secretary of State. 3.6 UCC Financing Statements. One or more Uniform Commercial Code financing statements covering the security interest in the Collateral, naming the Company, as debtor, and the Administrative Agent, as secured party, shall have been duly filed (or shall be in the process of being so duly filed) in all places necessary within the State of Texas. 3.7 Fees and Expenses. Any fees or expenses of the Administrative Agent that have been invoiced and that are required to be paid on or before the Increase Effective Date shall have been paid. Section 4. Miscellaneous. 4.1 Loan Paper. This Increase Joinder is a Loan Paper for all purposes under the Credit Agreement. 4.2 GOVERNING LAW. THIS INCREASE JOINDER SHALL BE CONSTRUED IN ACCORDANCE WITH AND GOVERNED BY THE LAWS OF THE STATE OF NEW YORK. 4.3 Counterparts; Electronic Signatures. This Increase Joinder may be executed by one or more of the parties hereto on any number of separate counterparts, and all of said counterparts taken together shall be deemed to constitute one and the same instrument.





 

8 Delivery of an executed counterpart of a signature page of this Increase Joinder that is an Electronic Signature transmitted by telecopy, emailed pdf. or any other electronic means that reproduces an image of an actual executed signature page shall be effective as delivery of a manually executed counterpart of this Increase Joinder. [Remainder of Page Intentionally Left Blank]





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] NATIONAL WESTMINSTER BANK PLC, as an Incremental Bank By: /s/ Shaun Pickering ____________________ Name: Shaun Pickering Title: Director





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] SOCIÉTÉ GÉNÉRALE, New York Branch, as an Incremental Bank By: /s/ Hristiana ENEVA ___________________ Name: Hristiana ENEVA Title: Vice President





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Crédit Industriel et Commercial, New York Branch, as an Incremental Bank By: /s/ Adrienne Molloy ____________________ Name: Adrienne Molloy Title: Managing Director By: /s/ Clifford Abramsky __________________ Name: Clifford Abramsky Title: Managing Director





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Bayerische Landesbank, as an Incremental Bank By: /s/ Lisa Kauth ________________________ Name: Lisa Kauth Title: AVP Aircraft Finance By: /s/ Felix Frautz _______________________ Name: Felix Frautz Title: AVP Aircraft Finance





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Bank of China, New York Branch, as an Incremental Bank By: /s/ Raymond Qiao _____________________ Name: Raymond Qiao Title: Executive Vice President





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Bank of China (Europe) S.A. Dublin Branch, as an Incremental Bank By: /s/ Kefei Xu __________________________ Name: Mr. Kefei Xu Title: General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] State Bank of India, New York, as an Incremental Bank By: /s/ Devendra Panwar __________________ Name: Devendra Panwar Title: VP & Head of Credit Management Cell





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Sumitomo Mitsui Trust Bank, Limited, New York Branch, as an Incremental Bank By: /s/ Ritch Vilas Boas ____________________ Name: Ritch Vilas Boas Title: Senior Director





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] First Commercial Bank Ltd., Los Angeles Branch, as an Incremental Bank By: /s/ Alan Jia-Long Huang ________________ Name: Alan Jia-Long Huang Title: V.P. & General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] China Construction Bank Corporation, New York Branch, as an Incremental Bank By: /s/ Xisu Cui __________________________ Name: Xisu Cui Title: Deputy General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] KfW IPEX-Bank GmbH, as an Incremental Bank By: /s/ Sibylle Poppenmaier ________________ Name: Sibylle Poppenmaier Title: Director By: /s/ Heiner Otto________________________ Name: Heiner Otto Title: Assistant Vice President





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Chang Hwa Commercial Bank, Ltd., New York Branch, as an Incremental Bank By: /s/ David C.Y. Hsieh ___________________ Name: David C.Y. Hsieh Title: V.P. & G.M.





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] CTBC Bank Co., Ltd., New York Branch, as an Incremental Bank By: /s/ Mingdao Li ________________________ Name: Mingdao Li Title: SVP and Branch Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Taiwan Business Bank, Ltd., New York Branch, as an Incremental Bank By: /s/ Ralph Wu _________________________ Name: Ralph Wu Title: General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Taiwan Cooperative Bank Ltd., Los Angeles Branch, as an Incremental Bank By: /s/ Yen Chin Lin _______________________ Name: Yen Chin Lin Title: VP & General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Bank of Communications Co., Ltd., New York Branch, as an Incremental Bank By: /s/ Yuemin Han _______________________ Name: Yuemin Han Title: General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] BOKF, N.A. d/b/a Bank of Texas, as an Incremental Bank By: /s/ Christina Wade_____________________ Name: Christina Wade Title: Vice President





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] The Bank of East Asia, Limited, New York Branch, as an Incremental Bank By: /s/ James Hua ________________________ Name: James Hua Title: DGM & Head of Corporate Banking By: /s/ Daniel Liao________________________ Name: Daniel Liao Title: SVP & Head of Risk Management





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] KEB HANA BANK, NEW YORK AGENCY, as an Incremental Bank By: /s/ Lee Seung Shik _____________________ Name: Lee Seung Shik Title: Managing Director





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Hua Nan Commercial Bank, Ltd., New York Agency, as an Incremental Bank By: /s/ Tzu-I Huang _______________________ Name: Tzu-I Huang Title: Vice President & General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Land Bank of Taiwan, New York Branch, as an Incremental Bank By: /s/ Kuen Shan Sheu ____________________ Name: Kuen Shan Sheu Title: General Manager





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] Mega International Commercial Bank Co., Ltd. New York Branch, as an Incremental Bank By: /s/ Chen, Tzy Dai ______________________ Name: Chen, Tzy Dai Title: VP & DGM





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] SOUTHWEST AIRLINES CO., as the Company By: /s/ Richard Dean Jenkins _______________ Name: Richard Dean Jenkins Title: Vice President Treasurer





 

[SIGNATURE PAGE TO INCREASE JOINDER AGREEMENT NO. 1 AND FIRST AMENDMENT TO CREDIT AGREEMENT SOUTHWEST AIRLINES CO.] BNP PARIBAS, as Administrative Agent By: /s/ Ghali Amrani ______________________ Name: Ghali Amrani Title: VP By: /s/ Ahsan Avais _______________________ Name: Ahsan Avais Title: Director





 



   Exhibit 31.1
CERTIFICATION

I, Robert E. Jordan, President, Chief Executive Officer, & Vice Chairman of the Board of Directors of Southwest Airlines Co., certify that:

1.           I have reviewed this quarterly report on Form 10-Q for the quarter ended June 30, 2026 of Southwest Airlines Co.;

2.           Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.           Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.           The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 (a)           designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
report is being prepared;

(b)           designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

(c)           evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)           disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5.           The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a)           all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

(b)           any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: July 23, 2026
  By: /s/ Robert E. Jordan
    Robert E. Jordan

   
President, Chief Executive Officer, & Vice Chairman of the Board of Directors
(Principal Executive Officer)

 



   Exhibit 31.2
CERTIFICATION

I, Tom Doxey, Executive Vice President & Chief Financial Officer of Southwest Airlines Co., certify that:

1.           I have reviewed this quarterly report on Form 10-Q for the quarter ended June 30, 2026 of Southwest Airlines Co.;

2.           Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.           Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.           The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act Rules
13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

 (a)           designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that material
information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which this
report is being prepared;

(b)           designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;

(c)           evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the disclosure
controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d)           disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal quarter (the
registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over
financial reporting; and

5.           The registrant's other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):

(a)           all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to adversely
affect the registrant’s ability to record, process, summarize and report financial information; and

(b)           any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over financial
reporting.

Date: July 23, 2026
  By: /s/ Tom Doxey
    Tom Doxey

   
Executive Vice President & Chief Financial Officer
(Principal Financial Officer)



Exhibit 32
 

 CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, 

AS ADOPTED PURSUANT TO 

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
 

In connection with the Quarterly Report on Form 10-Q of Southwest Airlines Co. (the “Company”) for the period ended June 30, 2026 as filed with the Securities and
Exchange Commission (the “Report”), Robert E. Jordan, President, Chief Executive Officer, & Vice Chairman of the Board of Directors of the Company, and Tom Doxey,
Executive Vice President & Chief Financial Officer of the Company, each certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley
Act of 2002, that:
 
(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and 

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company. 

Date:  July 23, 2026
  By: /s/ Robert E. Jordan
    Robert E. Jordan

   
President, Chief Executive Officer, & Vice Chairman of the Board of Directors
(Principal Executive Officer)

 
  By: /s/ Tom Doxey
    Tom Doxey

   
Executive Vice President & Chief Financial Officer
(Principal Financial Officer)

   


