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SOUTHWEST AIRLINES CO.
NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
Wednesday, May 18, 2005

To the Shareholders:

The Annual Meeting of the Shareholders of Southwest Airlines Co. (the “Company” or “Southwest™) will be held at its corporate headquarters, 2702 Love Field Drive, Dallas,
Texas on Wednesday, May 18, 2005, at 10:00 a.m., local time, for the following purposes:

(1) to elect three Directors;

(2) to ratify the selection of Ernst & Young LLP as the Company’s independent auditors for the fiscal year ending December 31, 2005; and

(3) to transact such other business as may properly come before such meeting.

March 23, 2005, is the date of record for determining Shareholders entitled to receive notice of and to vote at the Annual Meeting.

Our Annual Meeting will be broadcast live on the Internet. To listen to the broadcast, log on to www.southwest.com at 10:00 a.m., CDT, on May 18, 2005.

We have made the 2004 Annual Report available to you on the Internet at www.southwest.com (click on “About SWA”, “Investor Relations”, “Annual Reports”).

If you do not have Internet access and you would like a copy of the 2004 Annual Report, you may request one from Investor Relations, Southwest Airlines Co., P.O. Box

36611, Dallas, Texas 75235. Additionally, the Company’s Annual Report on Form 10-K (without exhibits), filed with the Securities and Exchange Commission, is attached to this
Proxy Statement under the heading “2004 Annual Report to Shareholders.”

By Order of the Board of Directors,

Colleen C. Barrett
President and Secretary

April 12, 2005

YOUR VOTE IS IMPORTANT. PLEASE SIGN AND RETURN THE ENCLOSED PROXY IN THE ENCLOSED ENVELOPE TO ENSURE THAT YOUR
SHARES ARE REPRESENTED AT THE MEETING. YOU MAY ALSO VOTE VIATELEPHONE OR INTERNET AS DESCRIBED IN THE ENCLOSED PROXY.
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Southwest Airlines Co.
P.O. Box 36611
Dallas, Texas 75235-1611
(214) 792-4000

PROXY STATEMENT

SOLICITATION AND REVOCABILITY OF PROXIES; VOTING

The enclosed proxy is solicited by and on behalf of the Board of Directors of the Company for use at the Annual Meeting of Shareholders to be held on May 18, 2005, at the
Company’s corporate headquarters, 2702 Love Field Drive, Dallas, Texas, or any adjournment thereof. The Company will pay the cost of solicitation. In addition to solicitation
by mail, solicitation of proxies may be made personally or by telephone by the Company’s regular Employees, and arrangements will be made with brokerage houses or other
custodian’s nominees and fiduciaries to send proxies and proxy material to their principals. The proxy statement and form of proxy were first mailed to Shareholders of the
Company on or about April 12, 2005.

The enclosed proxy, even though executed and returned, may be revoked at any time prior to the voting of the proxy by the subsequent execution and submission of a revised
proxy, by written notice to the Secretary of the Company, or by voting in person at the meeting. All Shareholders can vote by written proxy card. All Shareholders of record can
also vote by touch-tone telephone from the U. S., using the toll-free number on the proxy card, or by the Internet, using the instructions on the proxy card. Street name holders
may vote by telephone or the Internet if their bank or broker makes these methods available, in which case the bank or broker will enclose the instructions with the proxy
statement. Shares represented by proxy will be voted at the meeting. Cumulative voting is not permitted. An automated system administered by the Company’s transfer agent
tabulates the votes. Abstentions and broker non-votes are each included in the determination of the number of shares present and voting, for purposes of determining the presence
or absence of a quorum for the transaction of business. Neither abstentions nor broker non-votes are counted as voted either for or against a proposal. Except as otherwise stated
herein, provided a quorum is present, the affirmative vote of the holders of a majority of the shares entitled to vote on, and voted for or against, the matter is required to approve
any matter.

In some cases, only one proxy statement is being delivered to multiple Shareholders sharing an address unless the Company has received contrary instructions from one or
more of the Shareholders. Upon written or oral request, the Company will deliver a separate copy of the proxy statement to a Shareholder at a shared address to which a single
copy of the proxy statement was delivered. A Shareholder can notify the Company at the above address that it wishes to receive a separate copy of the proxy statement in the
future, or alternatively, that it wishes to receive a single copy of the materials instead of multiple copies.

ELECTION OF DIRECTORS
(Item 1)

At the Annual Meeting of Shareholders, three Directors are to be elected for one-year terms expiring in 2006, each to serve with the nine Directors whose terms have not
expired. Provided a quorum is present at the Annual Meeting, a plurality of the votes cast in person or by proxy by the holders of shares entitled to vote is required to elect
Directors.

The persons named in the enclosed proxy have been selected as a proxy committee by the Directors of the Company, and it is the intention of the proxy committee that, unless
otherwise directed therein, proxies will be voted for the election of the nominees listed below. Although the Directors of the Company do not contemplate that any of the
nominees will be unable to serve, if such a situation arises prior to the meeting, the proxy committee will act in accordance with its best judgment.
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The following table sets forth certain information for each nominee and present Director of the Company, as of January 1, 2005. Each of the nominees for Director named in
the following table is now serving as a Director of the Company. There is no family relationship between any of the Directors or between any Director and any executive officer
of the Company.

Name Director Since Age
Colleen C. Barrett* 2001 60
Louis E. Caldera 2003 48
C. Webb Crockett 1994 70
William H. Cunningham 2000 60
William P. Hobby 1990 73
Travis C. Johnson 1978 68
Herbert D. Kelleher 1967 73
Gary C. Kelly* 2004 49
Nancy B. Loeffler 2003 58
Rollin W. King 1967 73
John T. Montford* 2002 61
June M. Morris 1994 73

*) Current Nominee
CURRENT NOMINEES
Ms. Barrett, Mr. Kelly, and Mr. Montford are to be elected for terms expiring in 2006.

Colleen C. Barrett has been President of the Company since June 19, 2001, at which time she was also named to the Board of Directors. Prior to that time, Ms. Barrett was
Executive Vice President — Customers from 1990 to 2001 and Vice President - Administration from 1986 to 1990. Ms. Barrett has been Secretary of the Company since
March 1978. Ms. Barrett is a Director of J.C. Penney Company, Inc.

Gary C. Kelly has been Vice Chairman of the Board of Directors and Chief Executive Officer of the Company since July 15, 2004. Prior to that time, Mr. Kelly was Executive
Vice President - Chief Financial Officer from 2001 to 2004, and Vice President - Finance and Chief Financial Officer from 1989 to 2001. Mr. Kelly joined the Company in 1986
as its Controller.

John T. Montford has been Senior Vice President State Legislative and Regulatory Affairs, SBC Services, Inc., since May 2004. Prior to that, he was President — External
Affairs, SBC Southwest and SNET, divisions of SBC Communications Inc., a global provider of telecommunications products and services, since July 2002. He was Senior Vice
President — Legislative and Political Affairs of SBC Communications Inc. from September 2001 until July 2002. Prior to September 2001, Mr. Montford served as Chancellor of
the Texas Tech University System from 1996 to 2001. Mr. Montford served in the Texas Senate from 1983 to 1996. He served as both Chairman of the Senate Finance Committee
and Chairman of the Senate State Affairs Committee. He is a Director of Fleetwood Enterprises, Inc. In 2002, he was named Chancellor Emeritus of the Texas Tech University
System. He is a former elected District Attorney.
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DIRECTORS WHOSE TERM EXPIRES IN 2006

William H. Cunningham, Ph.D., holds the James L. Bayless Chair for Free Enterprise at the University of Texas at Austin Red McCombs School of Business. Dr. Cunningham
was the Chancellor of the University of Texas System from 1992 to June 2000. He is a Director of the following publicly traded companies: Jefferson-Pilot Corporation, Introgen
Therapeutics, Inc., LIN TV Corp. and Hayes Lemmerz International, Inc. He is a disinterested Director of John Hancock Mutual Funds. Dr. Cunningham joined the Board of an
e-learning privately held start-up company, IBT Technologies, in January 2000 as Chairman of the Board. He was named President and CEO in December 2000, resigning those
positions in September 2001. He remained as Chairman until December 17, 2001, at which time the company filed for bankruptcy. The company has been liquidated.

Louis E. Caldera has been President of The University of New Mexico since August 2003. Prior to that time, he was the Vice Chancellor for University Advancement and
President, CSU Foundation, at California State University, since June 2001. He was the Secretary of the Army in the Clinton Administration from July 1998 until January 2001.
Mr. Caldera previously served as the Managing Director and Chief Operating Officer for the Corporation for National and Community Service, a federal grant-making agency,
from September 1997 to June 1998. He served as a member of the California State Legislature from 1992 to 1997 representing the 46th Assembly District (Los Angeles).

Mr. Caldera is a Director of Belo Corp. and IndyMac Bancorp, Inc.

Rollin W. King engaged in executive education and consulting as the principal of Rollin King Associates from January 1, 1989 until his retirement on December 31, 1995, and
subsequently he has been principally engaged in private investments.

Nancy B. Loeffler, a long-time advocate of volunteerism, currently serves as a Member of the University of Texas M.D. Anderson Cancer Center Board of Visitors and on the
Board of Regents at St. Mary’s University, The South Texas Community Foundation, the National Cowgirl Museum and Hall of Fame, the Vice President’s Residence Foundation
in Washington, D.C., and the Capitol Advisory Committee for Texas Lutheran University. She also serves as a member of the Blanton Museum of Art located on the University of
Texas campus. The law firm of Loeffler, Jonas and Tuggey has performed services for the Company in the past and may do so in 2005. Nancy Loeffler’s husband is a member of
the law firm of Loeffler, Jonas and Tuggey.

June M. Morris was a founder of Morris Air Corporation (“Morris™). Mrs. Morris was Chief Executive Officer of Morris until its operations were absorbed by Southwest in
October 1994, and subsequently she has been principally engaged in private investments. Morris was a domestic airline operating 21 Boeing 737 aircraft until its acquisition by
Southwest in December 1993.

DIRECTORS WHOSE TERM EXPIRES IN 2007

Herbert D. Kelleher has been Chairman of the Board of the Company since March 29, 1978. Mr. Kelleher became interim President and Chief Executive Officer of the
Company in September 1981, and assumed those offices on a permanent basis in February 1982, relinquishing those titles on June 19, 2001.

C. Webb Crockett has been an attorney and Shareholder in the Phoenix, Arizona law firm of Fennemore Craig for more than the past five years. Fennemore Craig performed
services for the Company in 2004 and will do so in 2005.

William P. Hobby was lieutenant governor of the State of Texas for 18 years until January 1991. He was Chancellor of the University of Houston System from
September 1995 until March 1997. He has been Chairman of Hobby Communications, L.L.C., Houston, Texas, a privately owned company, since January 1997, and was
Chairman and CEO of H&C Communications, Inc. (a privately owned broadcasting company) from 1983 until December 1996. He was Executive Editor of the Houston Post for
more than 20 years.
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VOTING SECURITIES AND PRINCIPAL SHAREHOLDERS

At the close of business on March 23, 2005, the record date of those entitled to notice of and to vote at the meeting, there were outstanding 790,181,982 shares of Common
Stock, $1.00 par value, each share of which is entitled to one vote.

Certain Beneficial Owners

The following table sets forth information with respect to persons who, to the Company’s knowledge (based on information contained in Schedules 13G filed with the
Securities and Exchange Commission with respect to beneficial ownership at December 31, 2004), beneficially own more than 5 percent of the Common Stock of the Company.

Name and Address of Amount and Nature of
Beneficial Owner Beneficial Ownership Percent of Class

Capital Research and Management Company
333 South Hope Street
Los Angeles, CA 90071 80,691,380(1) 10.4%

State Street Bank and Trust Company
225 Franklin Street

Boston, MA 02110 89,559,318(2) 11.5%(3)
FMR Corp.

82 Devonshire Street

Boston, MA 02109 55,841,9514) 7.2%

Barclays Global Investors, N.A.
45 Fremont Street
San Francisco, CA 94105 42,431,702(5) 5.4%

() As of December 31, 2004, Capital Research and Management Company reported sole dispositive power with respect to 80,691,380 shares, but disclaimed beneficial
ownership of any shares of Common Stock.

) As of December 31, 2004, State Street Bank and Trust Company reported sole voting power with respect to 18,716,317 shares, shared voting power with respect to
70,843,001 shares, and shared dispositive power with respect to 89,559,318 shares.

©)] State Street Bank and Trust Company reported that it beneficially owned 9.1 percent of the shares outstanding at year-end in its capacity as trustee of the Southwest
Airlines Co. ProfitSharing Plan.

@) As of December 31, 2004, of the 55,841,951 shares attributed to FMR Corp., it reported sole voting power over 2,129,766 shares and sole dispositive power over all
55,841,951 shares. Such voting and dispositive power is also attributable to Edward C. Johnson Il and Abigail P. Johnson by virtue of their positions, Chairman and
Director, respectively, and ownership interests in FMR Corp.

®) Pursuant to a Schedule 13G filed by Barclays Global Investors, N.A., Barclays Global Fund Advisors, Barclays Global Investors, Ltd., Barclays Global Investors Japan
Trust and Banking Company Limited, Barclays Life Assurance Company Limited, and Barclays Capital Securities Limited, as of December 31, 2004, such entities
beneficially owned in the aggregate 42,431,702 shares. The Schedule 13G reports sole power to vote or to direct the vote of an aggregate 37,196,892 shares and sole
dispositive power over all 42,431,702 shares. Although the Schedule 13G was filed by all of the above entities, such entities disclaim group status. Additional information
is contained in the Schedule 13G filed with the Securities and Exchange Commission on February 14, 2005.
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COMPENSATION OF EXECUTIVE OFFICERS

The following table discloses compensation for services rendered by the Company’s Chief Executive Officer and the four remaining most highly paid executive officers

during the three fiscal years ended December 31, 2004.

Summary Compensation Table

Long Term
Compensation
Annual Compensation (1 Awards

Securities All Other

Underlying Compensation

Name and Principal Position Year Salary ($) Bonus ($)(1) Options (#) ($)(2)

Herbert D. Kelleher, 2004 $ 450,000 199,000 208,570 61,014
Chairman of the Board 2003 450,000 170,000 8,570 73,016
2002 431,396 170,000 8,570 50,898
James F. Parker, former Chief 2004 $ 337,460 225,000 11,786 47,696
Executive Officer and Vice 2003 330,773 187,000 13,087 60,769
Chairman of the Board® 2002 305,241 187,000 12,024 43,819
Colleen C. Barrett, President and 2004 $ 339,835 316,000 157,262 51,279
Secretary 2003 327,593 270,000 8,336 64,568
2002 302,308 270,000 7,663 44,052
Gary C. Kelly, Chief Executive 2004 $ 322,436 220,000 214,352 41,065
Officer and Vice Chairman of the 2003 256,872 184,450 25,151 26,486
Board® 2002 243,793 184,450 21,598 21,750
Jim Wimberly — Executive Vice 2004 $ 259,427 190,000 21,431 26,951
President, Aircraft Operations 2003 249,110 161,500 19,631 30,961
2002 238,864 161,500 17,981 22,209
Ron Ricks, Sr. Vice President — Law, 2004 $ 225,569 198,000 26,084 24,066
Airports, and Public Affairs 2003 210,103 168,300 21,461 30,802
2002 202,179 168,300 19,866 26,798

() Officers’ bonuses are paid in January of each year in respect of performance for the prior year. The numbers shown in this column reflect payments made in January of
the specified year; bonuses paid in January 2005 to the named executive officers, in respect of service for 2004, are as follows: Kelleher - $212,930; Parker - $131,250;

Barrett - $338,120; Kelly - $275,000; Wimberly - $190,000; and Ricks - $217,800.

(@3] Consists of amounts contributed by the Company to the Southwest Airlines Co. ProfitSharing Plan, Excess Benefit Plan and 401(k) Plan in which all Employees of the
Company are eligible to participate, as well as life insurance, medical and dental premiums. In addition to those amounts, “All Other Compensation” for Mr. Kelleher
includes deferred compensation, bearing interest at an annual rate of 10 percent, in an amount equal to Company contributions which would otherwise have been made on

behalf of Mr. Kelleher to the ProfitSharing Plan but which exceed the contributions
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BOARD COMPENSATION COMMITTEE REPORT ON EXECUTIVE COMPENSATION

The Salary Administration Program for Southwest’s non-contract people will be administered in a manner that promotes the attainment by Southwest of reasonable profits on
a consistent basis in order to preserve job protection and security for such non-contract people; that promotes and rewards productivity and dedication to the success of
Southwest as the collective embodiment of all of its people; that accomplishes internal equity among its people; and that responds pragmatically to the actual influence of
external market forces.

Southwest Airlines Co.
Salary Administration Manual

The above principles are applied to all Southwest non-contract Employees, including executive officers. The Compensation Committee of the Board of Directors reviews the
compensation of Southwest’s executive officers on an annual basis. The Committee considers the total compensation (both salary and incentives), as well as the recommendation
of the Company’s Chief Executive Officer, in establishing each element of compensation. Mr. Kelleher, Mr. Kelly, and Ms. Barrett have employment contracts with the Company.
See “Compensation of Executive Officers — Employment and Other Contracts.”

At current cash compensation levels, the Committee does not expect Internal Revenue Service regulations regarding maximum deductibility of executive compensation to
have any application to the Company, except with respect to certain $1 stock options granted to Mr. Kelleher under his 1996 and 2001 Employment Contracts. At the time these
agreements were executed, the Committee believed it was in the best interest of all Shareholders to structure Mr. Kelleher’s compensation in a manner consistent with past
practices, in a way designed to ensure his continued service to Southwest.

The principal elements of compensation for Southwest’s executive officers are the following:

Base Salary. As a general rule, base salary for the executive officers of Southwest falls below the salaries for comparable positions in comparably sized companies. The
Committee bases this determination on comparative compensation studies for similarly situated businesses; its impression of the prevailing business climate; and the advice of the
Company’s Chief Executive Officer.

Annual salary increases, if any, for executive officers as a group are not more, on a percentage basis, than those received by other non-contract Employees.

Annual Incentive Bonus. Only officers of the Company are eligible for annual incentive bonuses. The Committee determines the amount of each bonus at the end of each year.

In fixing salary and bonus amounts since the terrorist attacks in September 2001, the Committee has considered the performance of each individual, his or her level of
responsibility within the Company, the Company’s profitability, the longevity in office of each officer, and each officer’s performance as a team member. In addition, the
Committee has considered the severe financial challenges faced by the industry and the Company as a result of the terrorist attacks, the war in Irag, and the industry competitive
situation. Bonuses paid in January 2004 were increased from the year before for the first time since September 2001. In fixing the salary and bonus amounts for 2005, the
Committee considered the performance of the Company during the continuing difficult revenue environment faced by the Company and the industry during 2004, the
performance of each individual, his or her level of responsibility within the Company, the Company’s continued profitability, the longevity in office of each officer, and each
officer’s performance as a team member. No mathematical weighing formulae were applied with respect to any of these factors. In evaluating an individual’s performance, the
Committee relied on the recommendation of the Chief Executive Officer, whose recommendation is based on his own perception of such officer’s performance.
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AUDIT COMMITTEE REPORT

The Audit Committee has reviewed and discussed the audited financial statements of the Company for the year ended December 31, 2004 (the “Audited Financial
Statements”). In addition, we have discussed with Ernst & Young LLP, the independent auditing firm for the Company, the matters required by Codification of Statements on
Auditing Standards No. 61, as amended by Statement on Auditing Standards No 90, Audit Committee Communications.

The Committee also has received the written disclosures and the letter from Ernst & Young required by Independence Standards Board Standard No. 1, and we have discussed
with that firm its independence from the Company and the compatibility of its provision of services other than auditing services with such independence. We also have discussed
with management of the Company and the auditing firm such other matters and received such assurances from them, as we deemed appropriate.

Based on the foregoing review and discussions and relying thereon, we have recommended to the Company’s Board of Directors the inclusion of the Audited Financial
Statements in the Company’s Annual Report for the year ended December 31, 2004 and in the Company’s Annual Report on Form 10-K.

AUDIT COMMITTEE

William H. Cunningham, Chair
Louis Caldera

William P. Hobby

Travis Johnson

Rollin W. King

John T. Montford

June M. Morris
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PERFORMANCE GRAPH

The following table compares total Shareholder returns for the Company over the last five years to the Standard & Poor’s 500 Stock Index and the Standard and Poor’s

Transportation Index assuming a $100 investment made on December 31, 1999. Each of the three measures of cumulative total return assumes reinvestment of dividends. The

stock performance shown on the graph below is not necessarily indicative of future price performance.

COMPARISON OF FIVE YEAR CUMULATIVE TOTAL RETURN
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RATIFICATION OF SELECTION OF AUDITOR

(Item 2)

Shareholder ratification of the selection of Ernst & Young LLP as the Company’s independent auditors is not required by our Bylaws or otherwise. However, the Board of

Directors is submitting the selection of Ernst & Young to the Shareholders for ratification as a matter of good corporate practice. If the Shareholders fail to ratify the selection, the
Audit Committee and Board of Directors will reconsider whether or not to retain that firm. Even if the selection is ratified, the Board of Directors, in its discretion, may direct the

selection of a different independent accounting firm at any time during the year if the Board of Directors believes that this change would be in the best interests of the Company

and its Shareholders.

Your Directors recommend a vote FOR the ratification of the selection of Ernst & Young LLP as the independent auditor of the Company. Proxies solicited by the

Board of Directors will be so voted unless Shareholders specify a different choice.
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RELATIONSHIP WITH INDEPENDENT AUDITORS

The firm of Ernst & Young LLP, independent auditors, has been selected by the Board of Directors to serve as the Company’s auditors for the fiscal year ending December 31,
2005. Ernst & Young LLP has served as the Company’s auditors since the inception of the Company. A representative of Ernst & Young LLP is expected to be present at the
Annual Meeting in order to make a statement if he so desires and to respond to appropriate questions.

The following table sets forth the various fees for services provided to the Company by Ernst & Young in 2004 and 2003:

Year Audit Fees(1) Audit-Related Fees(2) Tax Fees(3) All Other Fees(4) Total Fees
2004 $ 959,500 $ 133,500 $ 61,601 $ 5,015 $1,159,616
2003 $ 626,351 $ 121,500 $ 56,062 $ 4,500 $ 808,413

() Includes fees for the annual audit and quarterly reviews, SEC registration statements, accounting and financial reporting consultations and research work regarding
Generally Accepted Accounting Principles, passenger facility charge audits, and, for 2004 only, the audit of management’s assessment of the effectiveness of the
Company’s internal control over financial reporting.

(@3] Includes fees for audits of benefit plans and wholly owned captive insurance company.
®) Includes services for tax compliance, tax advice and tax planning.

4) Consists of fees for other products and services.

A copy of the Audit Committee’s Audit and Non-Audit Services Preapproval Policy is attached to this Proxy Statement as Appendix A. All of the services rendered by the
independent auditor during 2004 were pre-approved by the Audit Committee, or by its Chairman pursuant to his delegated authority.

OTHER MATTERS
Notice Requirements

To permit the Company and its Shareholders to deal with Shareholder proposals in an informed and orderly manner, the Bylaws establish an advance notice procedure with
regard to the nomination (other than by or at the direction of the Board of Directors) of candidates for election to the Board of Directors and with regard to certain matters to be
brought before an Annual Meeting of Shareholders. In general, under the Bylaws written notice must be received by the Secretary of the Company not less than 60 days nor more
than 90 days prior to the meeting and must contain certain specified information concerning the person to be nominated or the matters to be brought before the meeting as well as
the Shareholder submitting the proposal. Pursuant to the Company’s Bylaws, a Shareholder may nominate a person or persons for election to the Board by providing written
notice to the Secretary of the Company not less than 60 and not more than 90 days prior to the meeting. The notice must contain (i) as to each nominee, all information required
to be disclosed in solicitations of proxies for election of Directors pursuant to Regulation 14A under the Securities Exchange Act of 1934, (ii) the name and address of the
Shareholder giving the notice, and (iii) the number of shares of the Company beneficially owned by the Shareholder giving the notice. If we do not receive notice of your
proposal before February 24, 2006, it will be considered “untimely” and we may properly use our discretionary authority to vote for or against the proposal. A copy of the
applicable Bylaw provisions may be obtained, without charge, upon written request to the Secretary of the Company at the address set forth on page 1 of this Proxy Statement.

In addition, any Shareholder who wishes to submit a proposal for inclusion in the proxy material and presentation at the 2006 Annual Meeting of Shareholders must forward
such proposal to the Secretary of the
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APPENDIX A

Southwest Airlines Co.
Audit and Non-Audit Services Preapproval Policy
Adopted March 20, 2003

I. Purpose

Under the Sarbanes-Oxley Act of 2002 (the “Act”) and the rules of the Securities and Exchange Commission (the “SEC”), the Audit Committee of the Board of Directors is
responsible for the appointment, compensation, and oversight of the work of the independent auditor. The Audit Committee is required to pre-approve the audit and non-audit
services performed by the independent auditor in order to assure that they do not impair the auditor’s independence from the Company. Accordingly, the Audit Committee has
adopted, and the Board of Directors of Southwest Airlines Co. (the “Company” or “Southwest”) has ratified, this Audit and Non-Audit Services Preapproval Policy (the
“Policy”), which sets forth the procedures and the conditions pursuant to which services proposed to be performed by the independent auditor may be preapproved.

The SEC’s rules provide that proposed services may be preapproved without consideration of specific case-by-case services by the Audit Committee (“general preapproval”) or
may require the specific preapproval of the Audit Committee (“specific preapproval”). The Audit Committee believes that the combination of these two approaches in this Policy
will result in an effective and efficient procedure to pre-approve services performed by the independent auditor. Accordingly, unless a type of service has received general
preapproval, it will require specific preapproval by the Audit Committee if it is to be provided by the independent auditor. Any proposed services exceeding preapproved cost
levels or budgeted amounts will also require specific preapproval by the Audit Committee.

For each preapproval, the Audit Committee will consider whether the services are consistent with the SEC’s rules on auditor independence. The Audit Committee will also
consider whether the independent auditor is best positioned to provide the most effective and efficient service, for reasons such as its familiarity with the Company’s business,
people, culture, accounting systems, risk profile and other factors, and whether the service might enhance the Company’s ability to manage or control risk or improve audit
quality. All such factors will be considered as a whole, and no one factor will necessarily be determinative.

The independent auditor has reviewed this Policy and believes that implementation of the policy will not adversely affect the auditor’s independence.
11. Delegation

The Act and the SEC’s rules permit the Audit Committee to delegate preapproval authority to one or more of its members. The member to whom such authority is delegated must
report, for informational purposes only, any preapproval decisions to the Audit Committee at its next scheduled meeting.

111. Audit Services

The annual Audit services engagement terms and fees will be subject to the specific preapproval of the Audit Committee. The Audit Committee will monitor the Audit services
engagement as necessary, but no less than on a quarterly basis, and will also approve, if necessary, any changes in terms, conditions and fees.

Page 1
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PART 1|
Item 1. Business
Description of Business

Southwest Airlines Co. (“Southwest” or the “Company”) is a major domestic airline that provides point-to-point, low-fare service. Historically, routes served by Southwest
had been predominantly short-haul, with high frequencies. In recent years, the Company has complemented this service with more medium to long-haul routes, including
transcontinental service. Southwest was incorporated in Texas in 1967 and commenced Customer Service on June 18, 1971, with three Boeing 737 aircraft serving three Texas
cities — Dallas, Houston, and San Antonio.

At year-end 2004, Southwest operated 417 Boeing 737 aircraft and provided service to 60 airports in 59 cities in 31 states throughout the United States. Southwest Airlines
topped the monthly domestic passenger traffic rankings published by the Department of Transportation (“DOT”) for the first time in May 2003. Based on monthly data for
October 2004 (the latest available data), Southwest Airlines is the largest carrier in the United States based on originating domestic passengers boarded and scheduled domestic
departures. The Company began service to Philadelphia in May 2004, and recently announced it will begin service to Pittsburgh in May 2005.

One of Southwest’s primary competitive strengths is its low operating costs. Southwest has the lowest costs, adjusted for stage length, on a per mile basis, of all the major
airlines. Among the factors that contribute to its low cost structure are a single aircraft type, an efficient, high-utilization, point-to-point route structure, and hardworking,
innovative, and highly productive Employees.

The business of the Company is somewhat seasonal. Quarterly operating income and, to a lesser extent, revenues tend to be lower in the first quarter (January 1 - March 31)
and fourth quarter (October 1 - December 31) of most years.

Southwest’s filings with the Securities and Exchange Commission (“SEC”), including its annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on
Form 8-K and amendments to those reports, are accessible free of charge at www.southwest.com.

Fuel

The cost of fuel is an item that has significant impact on the Company’s operating results. The Company’s average cost of jet fuel, net of hedging gains, over the past five
years was as follows:

Cost Average Cost Percent of
Year (Millions) Per Gallon Operating Expenses
2000 $ 804 $ .79 17.4%
2001 $ 771 $ 71 15.6%
2002 $ 762 $ .68 14.9%
2003 $ 830 $ 72 15.2%
2004 $ 1,000 $ .83 16.7%

From October 1, 2004, through December 31, 2004, the average cost per gallon was $.89. See “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” for a discussion of Southwest’s fuel hedging activities.
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Employees

At December 31, 2004, Southwest had 31,011 active Employees, consisting of 11,442 flight, 1,972 maintenance, 13,414 ground, Customer, and fleet service and 4,183
management, accounting, marketing, and clerical personnel.

Southwest has ten collective bargaining agreements covering approximately 81.2 percent of its Employees. The following table sets forth the Company’s Employee groups

and collective bargaining status:

Employee Group

Represented by

Customer Service and Reservations Agents

Agreement Amendable on

International Association of Machinists and Aerospace
Workers, AFL-CIO

November 2008 (or 2006 at the Union’s option under
certain conditions)

Flight Attendants

Transportation Workers of America, AFL-CIO (“TWU”)

June 2008

Ramp, Operations, and Provisioning and Freight
Agents

TWU

June 2008 (or 2006 at the Union’s option under
certain conditions)

Training Instructors

Professional Instructors
Association

Pilots Southwest Airlines Pilots’ Association September 2006
Flight Dispatchers Southwest Airlines Employee Association December 2009
Aircraft Appearance Aircraft Mechanics Fraternal Association (“AMFA”) February 2009
Technicians

Stock Clerks International Brotherhood of Teamsters (“Teamsters™) August 2008
Mechanics AMFA August 2008
Flight Simulator Technicians Teamsters November 2011
Flight/Ground School Instructors and Flight Crew Southwest Airlines December 2012

Item 2. Properties

Aircraft

Southwest operated a total of 417 Boeing 737 aircraft as of December 31, 2004, of which 88 and 7 were under operating and capital leases, respectively. The remaining 322

aircraft were owned.

Southwest was the launch Customer for the Boeing 737-700 aircraft, the newest generation of the Boeing 737 aircraft type. The first 737-700 aircraft was delivered in
December 1997 and entered revenue service in January 1998. At December 31, 2004, Southwest had 193 Boeing 737-700 aircraft in service.
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maintenance firms for major component inspections and repairs for its airframes and engines, which comprise the majority of the annual aircraft maintenance costs.
Item 3. Legal Proceedings

The Company is subject to various legal proceedings and claims arising in the ordinary course of business, including, but not limited to, examinations by the Internal Revenue
Service (IRS). The IRS regularly examines the Company’s federal income tax returns and, in the course of those examinations, proposes adjustments to the Company’s federal
income tax liability reported on such returns. It is the Company’s practice to vigorously contest those proposed adjustments that it deems lacking of merit. The Company’s
management does not expect that the outcome in any of its currently ongoing legal proceedings or the outcome of any proposed adjustments presented to date by the IRS,
individually or collectively, will have a material adverse effect on the Company’s financial condition, results of operations or cash flows.

Item 4. Submission of Matters to a Vote of Security Holders
None to be reported.
EXECUTIVE OFFICERS OF THE REGISTRANT

The executive officers of Southwest, their positions, and their respective ages (as of January 1, 2005) are as follows:

Name Position Age
Herbert D. Kelleher Chairman of the Board 73
Gary C. Kelly Vice Chairman of the Board and Chief Executive Officer 49
Colleen C. Barrett Director, President and Secretary 60
Donna D. Conover Executive Vice President — Customer Operations 51
James C. Wimberly Executive Vice President — Aircraft Operations 51
Laura Wright Senior Vice President — Finance and Chief Financial Officer 44
Joyce C. Rogge Senior Vice President — Marketing 47

Executive officers are elected annually at the first meeting of Southwest’s Board of Directors following the annual meeting of shareholders or appointed by the Chief
Executive Officer pursuant to Board authorization. Each of the above individuals has worked for Southwest Airlines Co. for more than the past five years.
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PART Il

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

Southwest’s common stock is listed on the New York Stock Exchange and is traded under the symbol LUV. The high and low sales prices of the common stock on the

Composite Tape and the quarterly dividends per share paid on the common stock were:

Period Dividend High Low
2004
1st Quarter $ 0.00450 $ 16.60 $ 1288
2nd Quarter 0.00450 17.06 13.56
3rd Quarter 0.00450 16.85 13.18
4th Quarter 0.00450 16.74 13.45
2003
1st Quarter $ 0.00450 $ 1533 $ 1172
2nd Quarter 0.00450 17.70 14.09
3rd Quarter 0.00450 18.99 15.86
4th Quarter 0.00450 19.69 15.30
As of December 31, 2004, there were 11,896 holders of record of the Company’s common stock.
Recent Sales of Unregistered Securities
During 2004, Herbert D. Kelleher, Chairman of the Board, exercised unregistered options to purchase Southwest Common Stock as follows:
Number of Shares Exercise Date of Date of
Purchased Price Exercise Option Grant
176,170 $ 4.64 10/14/04 01/01/96
323,830 $ 1.00 10/14/04 01/01/96
900,000 $ 4.64 12/14/04 01/01/96

The issuance of the above options and shares to Mr. Kelleher were deemed exempt from the registration provisions of the Securities Act of 1933, as amended (the “Securities
Act”), by reason of the provision of Section 4(2) of the Securities Act because, among other things, of the limited number of participants in such transactions and the agreement
and representation of Mr. Kelleher that he was acquiring such securities for investment and not with a view to distribution thereof. The certificates representing the shares issued
to Mr. Kelleher contain a legend to the effect that such shares are not registered under the Securities Act and may not be transferred except pursuant to a registration statement

which has become effective under the Securities Act or to an exemption from such registration. The issuance of such shares was not underwritten.
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Item 6. Selected Financial Data

The following financial information for the five years ended December 31, 2004, has been derived from the Company’s Consolidated Financial Statements. This information
should be read in conjunction with the Consolidated Financial Statements and related notes thereto included elsewhere herein.

Financial Data:

(In millions, except per share amounts)
Operating revenues
Operating expenses
Operating income
Other expenses (income) net
Income before income taxes
Provision for income taxes
Net income (3)

Net income per share, basic

Net income per share, diluted

Cash dividends per common share
Total assets at period-end
Long-term obligations at period-end
Stockholders’ equity at period-end

Operating Data:
Revenue passengers carried
Enplaned passengers
Revenue passenger miles (RPMs) (000s)
Available seat miles (ASMs) (000s)
Load factor (1)
Average length of passenger haul (miles)
Average stage length (miles)
Trips flown
Average passenger fare
Passenger revenue yield per RPM
Operating revenue yield per ASM
Operating expenses per ASM
Operating expenses per ASM, excluding fuel
Fuel cost per gallon (average)
Number of Employees at year-end
Size of fleet at year-end (2)

(1) Revenue passenger miles divided by available seat miles.
@ Includes leased aircraft.

(3) Before cumulative effect of change in accounting principle.

Years Ended December 31,

2004

2003

2002

2001

2000

$ 6530 $ 5937 $ 5522 $ 5555 $ 5650
5,976 5,454 5,105 4,924 4,628
554 483 417 631 1,022
65 (225) 24 (197) 4
489 708 393 828 1,018
176 266 152 317 392
$ 313 $ 442 $ 241 $ 511 $ 626
$ 40 $ 56 $ 31 $ 67 $ 84
$ 38 $ 54 $ 30 $ 63 $ 79
$ 0180 $ 0180 $ 0180 $ 0180 $ 0148
$ 11,337 $ 9878 $ 8954 $ 8997 $ 6670
$ 1,700 $ 1332 $ 1553 $ 1327 $ 761
$ 5524 $ 5052 $ 4422 $ 4014 $ 3451
70,902,773 65,673,945 63,045,988 64,446,773 63,678,261
81,066,038 74,719,340 72,462,123 73,628,723 72,566,817
53,418,353 47,943,066 45,391,903 44,493,916 42,215,162
76,861,296 71,790,425 68,886,546 65,295,290 59,909,965
69.5% 66.8% 65.9% 68.1% 70.5%
753 730 720 690 663
576 558 537 514 492
981,591 949,882 947,331 940,426 903,754
$ 8857 $ 8742 $ 8472 $ 8346 $ 8587
11.76¢ 11.97¢ 11.77¢ 12.09¢ 12.95¢
8.50¢ 8.27¢ 8.02¢ 8.51¢ 9.43¢
7.77¢ 7.60¢ 7.41¢ 7.54¢ 7.73¢
6.47¢ 6.44¢ 6.30¢ 6.36¢ 6.38¢
82.8¢ 72.3¢ 68.0¢ 70.9¢ 78.7¢
31,011 32,847 33,705 31,580 29,274
417 388 375 355 344
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
YEAR IN REVIEW

In 2004, Southwest posted a profit for its 32nd consecutive year, and 55th consecutive quarter. Southwest’s 2004 profit of $313 million exceeded our 2003 profit, excluding the
impact of a 2003 federal government grant, by 5.0 percent. These achievements were accomplished despite record-high energy prices, and aggressive industry growth, which
contributed to the continuing weak airline revenue environment. For the fourth consecutive year, the airline industry as a whole suffered a substantial net loss. As a result, certain
carriers filed for bankruptcy protection, and many carriers underwent or continued massive efforts to restructure their business, gain wage concessions from their employees, and
slash costs.

To maintain its low-cost competitive advantage, the Company continued its Company-wide efforts to improve its cost structure. As a result, the Company increased productivity
at all Employee levels, and improved the overall efficiency of its operations. In November 2003, the Company announced the consolidation of its Reservations centers from nine
to six, effective February 2004. Of the 1,900 Employees affected, approximately 1,000 did not elect to move to one of the Company’s remaining reservations locations. See Note
9 to the Consolidated Financial Statements for further information. In second quarter 2004, the Company offered an early-out option to substantially all Employees, primarily in
an effort to alleviate overstaffing in certain areas of the Company. The overstaffing primarily was the result of slower passenger growth; changes in Customer buying habits and
boarding processes; and the federalization of airport security. Due to these and other productivity efforts, the Company’s headcount per aircraft decreased from 85 at

December 31, 2003, to 74 at December 31, 2004.

As of December 31, 2004, the Company has added “blended winglets” to approximately 92 percent of its fleet of 737-700 aircraft. The addition of these wing enhancements,
which are expected to be completed for all 737-700 aircraft in early 2005, extend the range of these aircraft, save fuel, lower potential engine maintenance costs, and reduce
takeoff noise. All new 737-700 aircraft now arrive from Boeing with winglets already installed. The Company expects annual fuel consumption savings of approximately

3 percent for each aircraft outfitted with the winglets. The Company also phased out commissions on travel agency sales in 2004, consistent with virtually all other U.S. airlines.
This change in policy saved the Company approximately $50 million in 2004.

Demand for air travel was stronger in 2004, albeit at depressed fare levels. Southwest had Company-record load factors for every month from March to July. For full year 2004,
Southwest’s load factor was 69.5 percent, which was up 2.7 points from 2003, and represented the second highest load factor in the Company’s history. Passenger revenue yield
per RPM, on the other hand, was down 1.8 percent compared to 2003. Overall, unit revenues continue to run well below pre-September 11, 2001, levels, and the percentage of
Customers traveling on full fares remains down from historical levels. The Company does not anticipate a complete recovery in revenues until full fare business travel fully
recovers or there is a rationalization of industry capacity.

The Company believes that, despite the difficult airline industry environment, it is well positioned to grow and remain profitable in 2005. The Company’s low-cost competitive
advantage, protective fuel hedging position, and excellent Employees have allowed Southwest to react quickly to market opportunities. The Company added Philadelphia to its
route system in May 2004, and ramped up growth at Chicago Midway Airport. In fourth quarter 2004, Southwest was selected as the winning bidder at a bankruptcy-court
approved auction for certain ATA Airlines, Inc. (ATA) assets, which ensures the Company can continue to add low-fare service in Chicago. As part of the transaction, which
closed in December 2004, Southwest agreed to pay $40 million for certain ATA assets, consisting of the leasehold rights to six ATA Chicago Midway Airport gates
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« Items directly linked to the September 11, 2001 terrorist attacks, such as the adverse impact of new airline and airport security directives on the Company’s costs and Customer
demand for travel, changes in the Transportation Security Administration’s scope for managing U.S. airport security, the availability and cost of war-risk and other aviation
insurance, including the federal government’s provision of third party war-risk coverage, and the possibility of additional incidents that could cause the public to question the
safety and/or efficiency of air travel.

War or other military actions by the U.S. or others.

Competitive factors, such as fare sales and capacity decisions by the Company and its competitors, changes in competitors’ flight schedules, mergers and acquisitions,
codesharing programs, and airline bankruptcies.

General economic conditions, which could adversely affect the demand for travel in general and consumer ticket purchasing habits, as well as decisions by major freight
Customers on how they allocate freight deliveries among different types of carriers.

Factors that could affect the Company’s ability to control its costs, such as the results of Employee labor contract negotiations, Employee hiring and retention rates, costs for
health care, the largely unpredictable prices of jet fuel, crude oil, and heating oil, the continued effectiveness of the Company’s fuel hedges, changes in the Company’s overall
fuel hedging strategy, capacity decisions by the Company and its competitors, unscheduled required aircraft airframe or engine repairs and regulatory requirements, changes in
commission policy, availability of capital markets, future financing decisions made by the Company, and reliance on single suppliers for both the Company’s aircraft and its
aircraft engines.

Disruptions to operations due to adverse weather conditions and air traffic control-related constraints.

Internal failures of technology or large-scale external interruptions in technology infrastructure, such as power, telecommunications, or the internet.

Risks involved with the Company’s acquisition of certain assets from ATA Airlines, Inc. (ATA), including the ability to efficiently utilize the rights to the leases acquired, and
the collectibility of loans made to ATA.

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 7A. QUALITATIVE AND QUANTITATIVE DISCLOSURES ABOUT MARKET RISK

Southwest has interest rate risk in its floating rate debt obligations and interest rate swaps, and has commodity price risk in jet fuel required to operate its aircraft fleet. The
Company purchases jet fuel at prevailing market prices, but seeks to manage market risk through execution of a documented hedging strategy. Southwest has market sensitive
instruments in the form of fixed rate debt instruments and financial derivative instruments used to hedge its exposure to jet fuel price increases. The Company also operates 95
aircraft under operating and capital leases. However, leases are not considered market sensitive financial instruments and, therefore, are not included in the interest rate sensitivity
analysis below. Commitments related to leases are disclosed in Note 8 to the Consolidated Financial Statements. The Company does not purchase or hold any derivative financial
instruments for trading purposes. See Note 10 to the Consolidated Financial Statements for information on the Company’s accounting for its hedging program and for further
details on the Company’s financial derivative instruments.

A-29










Table of Contents

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

SOUTHWEST AIRLINES CO.
CONSOLIDATED BALANCE SHEET
(In millions, except share data)

ASSETS

Current assets:
Cash and cash equivalents
Accounts and other receivables
Inventories of parts and supplies, at cost
Fuel hedge contracts
Prepaid expenses and other current assets

Total current assets

Property and equipment, at cost:
Flight equipment
Ground property and equipment
Deposits on flight equipment purchase contracts

Less allowance for depreciation and amortization

Other assets

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Air traffic liability
Current maturities of long-term debt
Total current liabilities

Long-term debt less current maturities

Deferred income taxes

Deferred gains from sale and leaseback of aircraft
Other deferred liabilities

Commitments and contingencies

Stockholders’ equity:

Common stock, $1.00 par value: 2,000,000,000 shares authorized,;
790,181,982 and 789,390,678 shares issued in 2004 and 2003, respectively

Capital in excess of par value

Retained earnings

Accumulated other comprehensive income

Treasury stock, at cost: 5,199,192 shares in 2004
Total stockholders’ equity

See accompanying notes.

DECEMBER 31,
2004 2003
$ 1,305 $ 1,865
248 132
137 93
428 164
54 59
2172 2,313
10,037 8,646
1,202 1,117
682 787
11,921 10,550
3,198 3,107
8,723 7,443
442 122
$ 11,337 $ 9878
$ 420 $ 405
1,047 650
529 462
146 206
2,142 1,723
1,700 1,332
1,610 1,420
152 168
209 183
790 789
299 258
4,089 3,883
417 122
(1) —
5,524 5,052
$ 11,337 $ 9878
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QUARTERLY FINANCIAL DATA (Unaudited)
(in millions except per share amounts)

Three Months Ended

2004 March 31 June 30 Sept. 30 Dec. 31

Operating revenues $ 1484 $ 1,716 $ 1674 $ 1,655
Operating income 46 197 191 120
Income before income taxes 41 179 181 89
Net income 26 113 119 56
Net income per share, basic .03 14 .15 .07
Net income per share, diluted .03 14 15 .07
2003 March 31 June 30 Sept. 30 Dec. 31

Operating revenues $ 1,351 $ 1515 $ 1553 $ 1517
Operating income 46 140 185 111
Income before income taxes 39 397 171 101
Net income 24 246 106 66
Net income per share, basic .03 .32 14 .08
Net income per share, diluted .03 .30 13 .08

Item 9. Changes In and Disagreements With Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

Disclosure Controls and Procedures. The Company maintains controls and procedures designed to ensure that it is able to collect the information it is required to disclose in
the reports it files with the SEC, and to process, summarize and disclose this information within the time periods specified in the rules of the SEC. Based on an evaluation of the
Company’s disclosure controls and procedures as of the end of the period covered by this report conducted by the Company’s management, with the participation of the Chief
Executive and Chief Financial Officers, the Chief Executive and Chief Financial Officers believe that these controls and procedures are effective to ensure that the Company is
able to collect, process and disclose the information it is required to disclose in the reports it files with the SEC within the required time periods.
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Management’s Report on Internal Control over Financial Reporting. Management of the Company is responsible for establishing and maintaining effective internal control over
financial reporting as defined in Rules 13a-15(f) under the Securities Exchange Act of 1934. The Company’s internal control over financial reporting is designed to provide
reasonable assurance to the Company’s management and board of directors regarding the preparation and fair presentation of published financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Therefore, even those systems determined to be effective
can provide only reasonable assurance with respect to financial statement preparation and presentation.

Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2004. In making this assessment, management used the
criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control — Integrated Framework. Based on our assessment, we
believe that, as of December 31, 2004, the Company’s internal control over financial reporting is effective based on those criteria.

Management’s assessment of the effectiveness of internal control over financial reporting as of December 31, 2004, has been audited by Ernst & Young, LLP, the independent
registered public accounting firm who also audited the Company’s consolidated financial statements. Ernst & Young’s attestation report on management’s assessment of the
Company’s internal control over financial reporting appears on page 56 hereof.

Item 9B. Other Information
None.

PART 111
Item 10. Directors and Executive Officers of the Registrant

The information required by Item 401 of Regulation S-K regarding directors is included under “Election of Directors” in the definitive Proxy Statement for Southwest’s
Annual Meeting of Shareholders to be held May 18, 2005, and is incorporated herein by reference. The information required by Item 401 of Regulation S-K regarding executive
officers is included under “Executive Officers of the Registrant” in Part | following Item 4 of this Report. The information required by Item 405 of Regulation S-K is included
under “Section 16(a) Beneficial Ownership Reporting Compliance” in the definitive Proxy Statement for Southwest’s Annual Meeting of Shareholders to be held May 18, 2005,
and is incorporated herein by reference.

In the wake of well-publicized corporate scandals, the Securities and Exchange Commission and the New York Stock Exchange have issued multiple new regulations,
requiring the implementation of policies and procedures in the corporate governance area. Since beginning business in 1971, Southwest has thrived on a culture that encourages
an entrepreneurial spirit in its Employees, and has emphasized personal responsibility, initiative, and the use of independent, good judgment. The Golden Rule is one of the core
values, and there is a “top-down” insistence on the highest ethical standards at all times.

In complying with new regulations requiring the institution of policies and procedures, it has been the goal of Southwest’s Board of Directors and senior leadership to do so in
a way which does not inhibit or constrain Southwest’s unique culture, and which does not unduly impose a bureaucracy of forms and checklists. Accordingly, formal, written
policies and procedures have been adopted in the simplest possible way, consistent with legal requirements. The Company’s Corporate Governance Guidelines, its charters for
each of its Audit, Compensation and Nominating and Corporate Governance Committees and its Code of Ethics covering all Employees are available on the Company’s website,
www.southwest.com, and a copy will be mailed upon request to Manager — Investor Relations, Southwest Airlines Co., P.O. Box 36611, Dallas, TX 75235. The Company
intends to disclose any amendments to or waivers of the Code of Ethics on
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behalf of the Company’s Chief Executive Officer, Chief Financial Officer, Controller, and persons performing similar functions on the Company’s website, at southwest.com,
under the “About SWA” caption, promptly following the date of such amendment or waiver.

Item 11. Executive Compensation

See “Compensation of Executive Officers,” incorporated herein by reference from the definitive Proxy Statement for Southwest’s Annual Meeting of Shareholders to be held
May 18, 2005.

Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

See “Voting Securities and Principal Shareholders,” incorporated herein by reference from the definitive Proxy Statement for Southwest’s Annual Meeting of Shareholders to
be held May 18, 2005.

Item 13. Certain Relationships and Related Transactions
See “Election of Directors” incorporated herein by reference from the definitive Proxy Statement for Southwest’s Annual Meeting of Shareholders to be held May 18, 2005.
Item 14. Principal Accountant Fees and Services

See “Relationship with Independent Auditors” incorporated herein by reference from the definitive Proxy Statement for Southwest’s Annual Meeting of Shareholders to be
held May 18, 2005.

PART IV

Item 15. Exhibits and Financial Statement Schedules

(@) 1. Financial Statements:
The financial statements included in Item 8 above are filed as part of this annual report.
2. Financial Statement Schedules:

There are no financial statement schedules filed as part of this annual report, since the required information is included in the consolidated financial
statements, including the notes thereto, or the circumstances requiring inclusion of such schedules are not present.

3. Exhibits:

3.1  Restated Articles of Incorporation of Southwest (incorporated by reference to Exhibit 4.1 to Southwest’s Registration Statement on Form S-3 (File No. 33-
52155)); Amendment to Restated Articles of Incorporation of Southwest (incorporated by reference to Exhibit 3.1 to Southwest’s Quarterly Report on Form
10-Q for the quarter ended June 30, 1996 (File No. 1-7259)); Amendment to Restated Articles of Incorporation of Southwest (incorporated by reference to
Exhibit 3.1 to Southwest’s Quarterly Report on Form 10-Q for the quarter ended June 30, 1998 (File No. 1-7259)); Amendment to Restated Articles of
Incorporation of Southwest (incorporated by reference to Exhibit 4.2 to Southwest’s Registration Statement on Form S-8 (File No. 333-82735); Amendment
to Restated Articles of Incorporation of Southwest (incorporated by reference to Exhibit 3.1 to Southwest’s Quarterly Report on Form 10-Q for the quarter
ended June 30, 2001 (File No. 1-7259).
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

February 4, 2005
By /s/ LAURAWRIGHT
Laura Wright
Senior Vice President - Finance,
Chief Financial Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on February 4, 2005 on behalf of the
registrant and in the capacities indicated.

Signature Capacity
/sl Herbert D. Kelleher Chairman of the Board of Directors
Herbert D. Kelleher
/s/ Gary C. Kelly Chief Executive Officer and Director
Gary C. Kelly
/sl Colleen C. Barrett President and Director
Colleen C. Barrett
/sl Laura Wright Sr. Vice President-Finance and Chief Financial
Laura Wright Officer (Chief Financial and Accounting Officer)
/sl C. Webb Crockett Director
C. Webb Crockett
/s/ William H. Cunningham Director
William H. Cunningham
[s/ William P. Hobby Director
William P. Hobby
/s/ Travis C. Johnson Director
Travis C. Johnson
/sl R. W. King Director
R.W. King
/sl John T. Montford Director
John T. Montford
/sl June M. Morris Director
June M. Morris
/s/ Louis Caldera Director
Louis Caldera
/s/ Nancy Loeffler Director

Nancy Loeffler













