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 Proxy Summary
 

 
This summary highlights certain information contained in this year’s Proxy Statement. This summary

does not contain all the information you should consider in making your voting decisions. Accordingly, we
encourage you to read the entire Proxy Statement before voting.

Annual Meeting Information
 

     
Date and Time   Location   Record Date   Admission

May 14, 2025
10:00 a.m.

Central Daylight Time
 

Virtual Meeting
www.virtualshareholdermeeting.com/LUV2025

 

The close of business on
March 18, 2025

 

For information about
participation, refer to “Other

Matters” on page 81.

Ways to Vote
 

   
By Internet   By Phone   By Mail

Use the instructions on the electronic proxy
materials notice and those posted on the virtual

meeting website.
 

Call the telephone number on the
proxy card.

 

Sign, date, and return the proxy card.

 
If you are a beneficial owner and received a voting instruction form, please follow the instructions

provided by your broker (or bank or other nominee) to vote your shares.

Voting Matters
Shareholders will be asked to vote on the following matters at the Annual Meeting:

 

Proposals        

Board’s Voting
Recommendation

  

More
  Information 

Proposal 1   
Election of Thirteen Directors

  
FOR

each Nominee   
on page 7

Proposal 2   Advisory Vote to Approve Named Executive Officer Compensation    FOR    on page 75

Proposal 3   
Ratification of Ernst & Young LLP as our Independent Auditors for the Fiscal Year
Ending December 31, 2025    FOR    on page 77

Proposal 4   
Shareholder Proposal: Support Improved Clawback Policy regarding Unearned
Executive Pay    AGAINST    on page 78
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 PROPOSAL 1

 Election of Directors
 

At the Annual Meeting of Shareholders, thirteen Directors are nominated to be elected for terms expiring at the 2026 Annual Meeting
of Shareholders or until their earlier death, retirement, resignation, or removal in accordance with the provisions of the Company’s bylaws.
Robert E. Jordan, Jeff Novota, and Ryan Martinez have been selected as a proxy committee by the Board, and it is the intention of the
proxy committee that, unless otherwise directed therein, proxies will be voted for the election of all of the nominees listed below. Although
it is not contemplated 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. Each of the nominees has indicated his or her willingness to serve as a member of the
Board, if elected.

Pursuant to the Cooperation Agreement by and among the Company and Elliott Investment Management L.P., a Delaware limited
partnership, Elliott Associates, L.P., a Delaware limited partnership, Elliott International, L.P., a Cayman Islands limited partnership, and
The Liverpool Limited Partnership, a Bermuda limited partnership (collectively, the “Elliott Parties”), dated as of October 23, 2024 (as
amended, the “Cooperation Agreement”), the Board appointed C. David Cush, Sarah E. Feinberg, David J. Grissen, Gregg A. Saretsky,
and Patricia A. Watson to the Board, each effective as of November 1, 2024 and with an initial term expiring at the Annual Meeting. The
Company also agreed to include these Directors, together with the other persons recommended by the Board, in the Company’s slate of
nominees for election as a Director at the Annual Meeting.

Vote Required
Provided a quorum is present at the meeting, the affirmative vote of a majority of the votes cast by the holders of shares entitled to

vote in the election of Directors is required to elect Directors. A majority of the votes cast means the number of votes cast “for” a Director
must exceed the number of votes cast “against” that Director.
 

 

     
 

   

 

The Board of Directors unanimously recommends
a vote FOR the election of each of the nominees
for Director named below.
 

Proxies solicited by the Board will be so voted unless Shareholders specify a different choice.

When conducting its review of the appropriate skills and qualifications desired of Directors, the Nominating and Corporate
Governance Committee considers the skills, experience, and expertise that are critical to the Board’s ability to provide effective oversight
of the Company and are relevant to Southwest’s business, strategy, and operations. The Nominating and Corporate Governance
Committee reviews the composition of the Board as a whole to maintain a balance of knowledge and experience. The following matrix
displays the significant skills and qualifications that each Director nominee possesses.
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 Corporate Governance
 

General
The business of the Company is managed under the direction of the Board. Pursuant to the requirements of the New York Stock

Exchange (“NYSE”), a majority of the members of the Board must be independent, as defined by NYSE rules. The Board meets on a
regularly scheduled basis to review significant developments affecting the Company, to act on matters requiring approval by the Board,
and to otherwise fulfill its responsibilities. The Board has adopted Corporate Governance Guidelines, based on the recommendation of its
Nominating and Corporate Governance Committee, to further its goal of providing effective governance of the Company’s business for the
long-term benefit of the Company’s Shareholders, Employees, and Customers. These guidelines set forth policies concerning overall
governance practices for the Company, including the following:
 

 

The Company’s Corporate Governance Guidelines, along with its Code of Ethics and the Charters for its Audit, Compensation,
Nominating and Corporate Governance, Finance, and Safety and Operations Committees, are available on the Company’s website,
www.southwestairlinesinvestorrelations.com/corporate-governance/board-committees. Shareholders may also obtain copies of these
documents upon written request to Southwest Airlines Co., Investor Relations, HDQ-6IR, P.O. Box 36611, Dallas, Texas 75235.

Board Membership and Qualifications
General Qualification Requirements. The Company’s Nominating and Corporate Governance Committee is responsible for

recommending to the Board the criteria for Board membership, as set forth in the Company’s Corporate Governance Guidelines. The
Corporate Governance Guidelines require that members of the Board (i) possess the highest personal and professional ethics, integrity,
and values; (ii) possess practical wisdom and mature judgment; (iii) be committed to the best long-term interests of the Company’s
Shareholders, Employees, and Customers; (iv) be willing to devote sufficient time to fulfill their responsibilities; and (v) be willing to serve
on the Board for an extended period of time. The Board will also consider a number of factors in connection with the nomination or
appointment of new Board members, including, among others, (i) public company CEO experience, finance, accounting, technology,
government affairs, human capital, environmental/sustainability, logistics/operations, marketing/brand management, safety, risk
management, airline/aerospace, and other professional experience or knowledge relevant to the success of the Company in the current
business environment; (ii) independence (for non-management Directors); and (iii) in the case of current Directors being considered for re-
nomination, a Director’s past
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attendance at Board and committee meetings and participation in and contributions to such meetings. Each individual is evaluated in the
context of the Board as a whole, with the objective of recommending to Shareholders a group that collectively can best serve the long-
term interests of the Company’s Shareholders, Employees, and Customers.

The Corporate Governance Guidelines prohibit non-Employee Directors from serving on more than five public company boards and
prohibit Employee Directors from serving on more than two public company boards. The Corporate Governance Guidelines also require
that the nature and time involved in a Director’s service on other boards be considered in connection with the evaluation of the suitability of
that Director. In addition, in accordance with the Corporate Governance Guidelines, Directors should advise the Chair of the Board and the
Chair of the Nominating and Corporate Governance Committee in advance of accepting an invitation to serve on the board of directors,
the audit committee, or the compensation committee of another publicly traded company.

Composition Considerations. As the Company navigated numerous challenges and changes in recent years, and in response to
Shareholder feedback, the Board and the Nominating and Corporate Governance Committee have increasingly focused on Board
refreshment, appointing one new Director in 2021, two new Directors in 2022, four new Directors in 2023, and nine new Directors in 2024.
The Board strives for inclusive representation, taking into account diverse skills, experience, and perspectives, with the goals of obtaining
well-rounded membership and promoting constructive debate. The Board’s primary consideration is to identify candidates with the
background, attributes, experience, and skills that will best fulfill the Board’s and the Company’s needs at the time a search is being
conducted.

Director Orientation and Continuing Education. The Company conducts an orientation and onboarding process for new Directors. In
addition, Directors may participate in professional development or continuing education programs, courses, seminars, and other similar
events. The Company reimburses Directors for the costs associated with these programs, courses, and seminars, including reasonable
travel expenses, membership fees, and registration fees.

Attendance at Meetings. The Board held 15 meetings during 2024 (some of which spanned two days) and acted 13 times by
unanimous written consent. During 2024, each of the Company’s current Directors attended at least 75 percent of the total number of
Board and applicable standing committee meetings. It is the Board’s policy that every Director and nominee for Director should make
every effort to attend the Company’s Annual Meeting of Shareholders. All of the Company’s Directors, who were Directors at the time,
attended the 2024 Annual Meeting of Shareholders.

Board Leadership Structure
The independent Directors of the Board select the Chair of the Board annually and review whether the role of Chair of the Board

should be combined with the office of CEO and whether the role should be held by an independent Director. The Board appointed Rakesh
Gangwal as independent Chair of the Board, effective November 1, 2024, succeeding Gary C. Kelly, who previously served as the
Company’s Executive Chairman and retired effective November 1, 2024.

The Board believes the current structure with an independent Chair of the Board is in the best interests of the Company and its
Shareholders, particularly in light of Shareholder feedback, because, among other factors, the structure allows Mr. Gangwal to focus on
matters of Board oversight and corporate governance with an independent perspective and Mr. Jordan to focus on leading the business’s
strategic operations, including the implementation of the Company’s transformational initiatives. Together, Mr. Gangwal and Mr. Jordan can
effectively coordinate in (i) properly and timely identifying matters that should be brought to the Board’s attention, (ii) prioritizing Board
agenda items, and (iii) identifying the individuals in the best position to present agenda items.

Pursuant to the Company’s Corporate Governance Guidelines, Mr. Gangwal, as the independent Chair of the Board, has duties
including, but not limited to:
 

  •   providing leadership to the Board in its oversight of management;
 

  •   presiding at meetings of the Board, including executive sessions, and the annual shareholder meeting;
 

  •   setting agendas for, and scheduling meetings of, the Board;
 

  •   serving as a liaison, along with Board committee chairs, among the CEO and the independent Directors and communicating
feedback to the CEO following executive sessions;

 

  •   coordinating the activities of non-management and independent Directors, as applicable;
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  •   consulting with management on the quality, quantity, appropriateness, and timeliness of information provided to the Board;
 

  •   assisting the committees with oversight of the annual evaluations of the Board, the committees, and the CEO;
 

  •   consulting with the Nominating and Corporate Governance Committee with respect to recommendations for the assignment of
Board members to the Board’s committees and of the Chairs of those committees; and

 

  •   retaining outside professionals on behalf of the Board.

Executive Sessions and Communications with Non-Management Directors
Pursuant to the Company’s Corporate Governance Guidelines, the non-management members of the Board are required to meet in

regularly scheduled executive sessions without the presence of management. To the extent that, at any time, the non-management
members of the Board include Directors who are not independent, the independent Directors will also meet at least annually in an
executive session that includes only independent Directors. The independent Chair of the Board, Rakesh Gangwal, presides over these
executive sessions. Shareholders and any other interested parties may communicate directly with the independent Chair of the Board or
any or all of the non-management or independent Directors as a group or any other members of the Board by writing to such Director(s),
c/o Southwest Airlines Co., Attn: Independent Chair of the Board, P.O. Box 36611, Dallas, Texas 75235.
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Risk Oversight
The Board is responsible for overseeing management’s assessments of major risks facing the Company and for reviewing options to

mitigate such risks.
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Committees of the Board
The Board has established the following committees to assist it with fulfilling its responsibilities: (i) Audit, (ii) Compensation,

(iii) Nominating and Corporate Governance, (iv) Finance, and (v) Safety and Operations. The following table provides information on the
Board’s current committee memberships and number of meetings held by each committee during 2024.
 

Name      
    

Audit
Committee  

Compensation
Committee   

Nominating
and

Corporate
Governance
Committee   

Finance
Committee*  

Safety and 
Operations 
Committee+ 

Lisa M. Atherton     
          ●    ●          

Pierre R. Breber         ●    ●               

Douglas H. Brooks         ●    ●               

Eduardo F. Conrado         ●                   ●
C. David Cush                        ●    ●

Sarah E. Feinberg              ●              ●
Robert L. Fornaro                        ●    ●

Rakesh Gangwal                   ●    ●     

David J. Grissen         ●    ●    ●          

David P. Hess                   ●         ●
Robert E. Jordan                        ●     

Elaine Mendoza         ●                   ●
Christopher P. Reynolds              ●    ●          

Gregg A. Saretsky         ●              ●     

Patricia A. Watson                   ●         ●
Number of Meetings in 2024#

        10    7    14    4    4

Number of Actions by Written Consent in 2024         1    3    5    0    1
 
* The Finance Committee was created in September 2024.
 
+ The former Operations Review Committee assisted the Board with overseeing management’s response to the Company’s December 2022 operational disruption. Its

responsibilities were merged with the Safety and Compliance Oversight Committee in May 2024, and the committee was renamed the Safety and Operations
Committee. The former Operations Review Committee and former Safety and Compliance Oversight Committee met 1 and 3 times, respectively, in 2024 before they
were combined.

 
# The former Executive Committee, which was dissolved in September 2024, met 18 times and did not act by written consent in 2024.
 

● Chair
 

● Member

The primary functions of each of the Board’s standing Committees are discussed below.

Audit Committee
The primary functions of the Audit Committee include assisting the Board in its oversight of (i) the integrity of the Company’s financial

statements; (ii) the Company’s compliance with legal and regulatory requirements; (iii) the independent auditor’s qualifications and
independence; (iv) the performance of the Company’s internal audit function and independent auditor; (v) the Company’s systems of
disclosure controls and procedures and internal control over financial reporting that management has established; (vi) the Company’s
framework and guidelines with respect to financial risk assessment and financial risk management; (vii) the Company’s material financial
policies and actions; (viii) cybersecurity and technology-related
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(ii) financial plans and targets, budgets, and cash management activities; (iii) financial and economic risks; (iv) major transactions,
including mergers, acquisitions, dispositions, or financing transactions; and (v) capital structure and capital allocation plans and priorities.

Safety and Operations Committee
The primary functions of the Safety and Operations Committee include: (i) monitoring the Company’s activities in the areas of safety

and operational compliance, taking into account applicable government and industry standards, materiality, legal and business trends, and
public policy issues; (ii) periodically assessing the Company’s safety and operational compliance obligations and associated risks and
performance relative to those standards; (iii) reviewing such policies, programs, and procedures of the Company as the Committee shall
deem necessary, including the Company’s safety and operational compliance reporting systems, as well as considering and overseeing, in
consultation with management, the Company’s culture related to safety; (iv) meeting regularly with Company management to assess the
Company’s safety and operational compliance practices generally; (v) assessing whether the Company’s safety and operational
compliance practices support the Company’s policies; (vi) periodically reporting to the Board on the adequacy and effectiveness of the
Company’s safety and operational compliance programs; (vii) overseeing the Company’s air carrier operations and related risks;
(viii) reviewing with Company management the Company’s strategies and objectives with respect to operational performance, including
key issues and developments impacting the Company’s execution against its operational objectives and metrics; and (ix) meeting regularly
with management of the Company to assess the Company’s air carrier operations generally.

Certain Relationships and Related Transactions, and Director Independence
Review, Approval, or Ratification of Transactions with Related Persons; Director Independence Determinations. The Company does

not have a formal written policy with respect to the review, approval, or ratification of transactions with related persons, but has established
procedures to identify these transactions, if any, and bring them to the attention of the Board and the Audit Committee for consideration.
These procedures include formal written questionnaires to Directors and executive officers and written procedures followed by the
Company’s Internal Audit Department to identify related person transactions.

The Company requires all of its Directors and executive officers to complete an annual questionnaire that requires them to identify
and describe any transactions that they or their respective related parties may have with the Company, whether or not material.
Separately, the Company’s Internal Audit Department analyzes accounts payable records to search for payments involving (i) the
Company’s Directors and executive officers, (ii) known relatives of the Company’s Directors and executive officers, (iii) companies and
organizations with which the Directors and executive officers are associated, and (iv) security holders known to the Company to be the
beneficial owner of more than five percent of the Company’s common stock. The questionnaire for non-Employee Directors is also
designed to elicit information that should be considered to determine that the Company satisfies the NYSE’s requirement that a majority of
its Board members be independent within the meaning of the NYSE’s rules. Relevant information regarding Directors is then provided to
the Nominating and Corporate Governance Committee, which is responsible for evaluating the qualifications of Board nominees, including
independence, and for making recommendations to the Board regarding (i) nominations for Board membership and (ii) individual
qualifications for committee membership, taking into account various additional regulatory requirements, including independence
requirements, that specifically apply to the different Board committees. In making its recommendations to the Board, the Nominating and
Corporate Governance Committee considers the following regulatory guidance: (i) Item 404(a) of Regulation S-K of the Securities Act of
1933, as amended (Transactions with Related Persons); (ii) Accounting Standards Codification Topic 850 (Related Party Disclosures); (iii)
Public Company Accounting Oversight Board Auditing Standard No. 18 (Related Parties); and (iv) the NYSE’s governance standards
related to independence determinations. Based on the foregoing, the Board has determined that the following Board members are
independent under applicable NYSE standards: Lisa M. Atherton, Pierre R. Breber, Douglas H. Brooks, Eduardo F. Conrado, C. David
Cush, Sarah E. Feinberg, Rakesh Gangwal, David J. Grissen, David P. Hess, Elaine Mendoza, Christopher P. Reynolds, Gregg A.
Saretsky, and Patricia A. Watson.

In determining her independence, the Board considered Ms. Atherton’s service as President & CEO of Bell, a TXT company, and her
service as a member of TXT’s Corporate Leadership Team. In particular, the Board considered the Company’s ordinary course commercial
transactions over the past three years with Textron Ground Support Equipment, a sister company of Bell. None of the cumulative business
transactions in any of the prior three years involved an amount that exceeded 2% of the other company’s consolidated gross revenues.
The Board determined that such transactions are not material to either TXT or to the
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Insider Trading Policy
The Company has adopted an Insider Trading Policy and Blackout and Pre-Clearance Procedures as well as a Company

Transaction Policy governing the purchase, sale, and/or other dispositions of its securities by its Directors, officers and Employees, and
the Company itself, that the Company believes are reasonably designed to promote compliance with insider trading laws, rules, and
regulations and the exchange listing standards applicable to the Company. Copies of the Company’s Insider Trading Policy and Blackout
and Pre-Clearance Procedures and Company Transaction Policy are filed as Exhibits 19.1 and 19.2, respectively, to the Company’s most
recent Annual Report on Form 10-K.

Hedging Transactions
The Company’s Insider Trading Policy and Blackout and Pre-Clearance Procedures govern the purchase of financial instruments

and transactions that hedge or offset a decrease in the market value of Company securities by Directors, officers, Employees, or
consultants. Under these policies, Directors, officers, Employees and consultants of the Company are prohibited from engaging in hedging
or monetization transactions with respect to Company securities, short sales of any Company securities, and transactions in derivative
securities involving Company securities (but excluding any instruments granted under any Company equity incentive plan, including
options, restricted stock, restricted stock units, or other derivative securities). The policies’ restrictions also apply to designees and the
spouse and household members of Directors, officers, Employees, or consultants. In addition, Directors and officers are prohibited from
holding Company securities in a margin account or pledging Company securities as collateral for a loan.
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  Voting Securities and
  Principal Shareholders
 

At the close of business on March 18, 2025, the record date for determining Shareholders entitled to notice of and to vote at the
meeting, there were outstanding 573,913,663 shares of common stock, $1.00 par value, each share of which is entitled to one vote.

Security Ownership of Certain Beneficial Owners
The following table sets forth, as of March 7, 2025, information with respect to persons who, to the Company’s knowledge,

beneficially own more than five percent of the Company’s common stock.
 

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

Percent of   
Class(1)   

The Vanguard Group       65,421,331(2)        11.4%   
100 Vanguard Blvd.
Malvern, PA 19355

                   

Elliott Investment Management L.P.       53,978,500(3)         9.4%   
360 S. Rosemary Ave. 18th Floor
West Palm Beach, FL 33401                    

PRIMECAP Management Company       49,444,947(4)         8.6%   
177 E. Colorado Blvd., 11th Floor
Pasadena, CA 91105

                   
State Street Corporation

State Street Global Advisors Trust Company
      40,639,399(5)         7.1%   

1 Congress Street, Suite 1
Boston, MA 02114(6)

                   
BlackRock, Inc.       32,943,061(7)         5.7%   

50 Hudson Yards
New York, NY 10001                    

Franklin Resources, Inc.       30,082,719(8)         5.2%   
One Franklin Parkway
San Mateo, CA 94403-1906

                   
 
(1) Percentages are calculated based on the number of outstanding shares of the Company’s common stock as of March 7, 2025, which was 573,912,787.
 
(2) Information is based on an Amendment to Schedule 13G filed with the SEC on February 13, 2024, by The Vanguard Group. The Vanguard Group reported no sole

voting power with respect to shares beneficially owned, sole dispositive power with respect to 63,655,770 shares, shared voting power with respect to 528,654 shares,
and shared dispositive power with respect to 1,765,561 shares.

 
(3) Information is based on an Amendment to Schedule 13D filed with the SEC on February 21, 2025, by Elliott Investment Management L.P. (“EIM”), a Delaware limited

partnership, the investment manager of Elliott Associates, L.P., a Delaware limited partnership, and Elliott International, L.P., a Cayman Islands limited partnership.
Elliott Investment Management GP LLC, a Delaware limited liability company (“EIM GP”), is the sole general partner of EIM. Paul E. Singer is the sole managing
member of EIM GP. EIM reported sole voting power with respect to 53,978,500 shares, no shared voting power, sole dispositive power with respect to 53,978,500
shares, and no shared dispositive power.

 
(4) Information is based on an Amendment to Schedule 13G filed with the SEC on February 12, 2024, by PRIMECAP Management Company. PRIMECAP Management

Company reported sole voting power with respect to 48,122,326 shares, sole dispositive power with respect to 49,444,947 shares, and no shared voting or dispositive
power.

 
(5) Information is based on an Amendment to Schedule 13G filed with the SEC on January 30, 2024, by State Street Corporation, a parent holding company, and State

Street Global Advisors Trust Company. Each of these Shareholders reported no sole voting or dispositive power over shares beneficially owned. State Street
Corporation reported shared voting power with respect to 10,881,794 shares and shared dispositive power with respect to 40,618,066 shares; and State Street Global
Advisors Trust Company reported shared voting power with respect to 5,685,942 shares and shared dispositive power with respect to 34,913,960 shares. Based on
the Schedule 13G filing, State Street Global Advisors Trust Company beneficially owned 5.86 percent of the Company’s outstanding shares of common stock.
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(6) This address is listed in the Amendment to Schedule 13G filed with the SEC on January 30, 2024, as the address of both State Street Corporation and State Street

Global Advisors Trust Company.
 
(7) Information is based on an Amendment to Schedule 13G filed with the SEC on January 31, 2024, by BlackRock, Inc. BlackRock, Inc., a parent holding company or

control person, reported sole voting power with respect to 31,518,717 shares, sole dispositive power with respect to 32,943,061 shares, and no shared voting or
dispositive power.

 
(8) Information is based on an Amendment to Schedule 13G filed with the SEC on November 21, 2024, by Franklin Resources, Inc., Charles B. Johnson, and Rupert H.

Johnson, Jr. Franklin Resources, Inc., a parent holding company or control person, reported sole voting power with respect to 30,077,540 shares, no shared voting
power, sole dispositive power with respect to 30,081,191 shares, and shared dispositive power with respect to 1,528 shares.

Security Ownership of Management
The following table sets forth, as of February 28, 2025, information regarding the beneficial ownership of the Company’s common

stock by each of the members of the Company’s Board and nominees, each of the executive officers of the Company named in the
Summary Compensation Table, and all current executive officers and Directors as a group.
 

Name of Beneficial Owner   
Amount and Nature of

Beneficial Ownership(1)  
Percent of 

Class

Lisa M. Atherton(2)
       6,240       *

Pierre R. Breber(3)
       38,011       *

Douglas H. Brooks        75,888       *

Eduardo F. Conrado        11,812       *

C. David Cush        14,011       *

Sarah E. Feinberg(4)
       7,079       *

Robert L Fornaro        4,011       *

Rakesh Gangwal       3,606,311       *

David J. Grissen        4,011       *

David P. Hess        15,656       *

Robert E. Jordan(5)
       334,442       *

Elaine Mendoza        11,812       *

Christopher P. Reynolds        15,656       *

Gregg A. Saretsky        11,211       *

Patricia A. Watson(6)
       9,254       *

Tammy Romo(7)
       201,427       *

Andrew M. Watterson        87,240       *

Linda B. Rutherford(8)
       51,317       *

Ryan C. Green        20,910       *

Gary C. Kelly (9)
       891,734       *

Mark R. Shaw(10)
       870       *

Current Executive Officers and Directors as a Group (20 persons)       4,540,788       *
 
* Less than 1% based on the number of outstanding shares of the Company as of February 28, 2025, which was 573,709,096.
 
(1) Unless otherwise indicated, beneficial owners have sole rather than shared voting and investment power with respect to their shares, other than rights shared with

spouses pursuant to joint tenancy or marital property laws.
 
(2) Includes 118 shares held by Ms. Atherton’s husband.
 
(3) Includes 34,000 shares held by a family trust for which Mr. Breber serves as trustee.
 
(4) Includes 268 shares held by Ms. Feinberg’s domestic partner.
 
(5) Includes 111,370 shares held for Mr. Jordan’s account under the Company’s Retirement Savings Plan, with respect to which he has the right to direct the voting.
 
(6) Includes 1,279 shares held by Ms. Watson’s husband.
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Compensation Discussion and Analysis
The Company is required to provide detailed compensation information in this Proxy Statement regarding its Chief Executive Officer;

its Chief Financial Officer; each of its three other most highly compensated executive officers who were serving as such at the end of fiscal
2024, and two former executive officers who would have been among the three next most highly compensated officers had they been
serving as an executive officer on December 31, 2024. For 2024, these executive officers, who will be referred to in this Proxy Statement
as the “named executive officers,” were:
 
Name    Position
Robert E. Jordan    Chief Executive Officer & President
Tammy Romo    Former Executive Vice President & Chief Financial Officer
Andrew M. Watterson    Chief Operating Officer
Linda B. Rutherford    Former Chief Administration Officer
Ryan C. Green    Former Executive Vice President & Chief Transformation Officer
Gary C. Kelly    Chairman Emeritus and former Executive Chairman of the Board
Mark R. Shaw    Former Executive Vice President & Chief Legal & Regulatory Officer & Corporate Secretary

Effective June 1, 2024, Mr. Shaw resigned from his positions as Executive Vice President & Chief Legal & Regulatory Officer &
Corporate Secretary of the Company. Effective November 1, 2024, Mr. Kelly retired from his position as Executive Chairman of the Board
of the Company and transitioned to the position of Chairman Emeritus. Ms. Romo resigned from her positions as Chief Financial Officer
and Executive Vice President of the Company, effective March 10, 2025, and April 1, 2025, respectively. Effective April 1, 2025,
Ms. Rutherford resigned from her position as Chief Administration Officer of the Company, and Mr. Green stepped down from his position
as Executive Vice President & Chief Transformation Officer of the Company. For purposes of this Compensation Discussion and Analysis,
the Compensation Committee will be referred to as the “Committee.”

 
 

Executive Summary
Set forth below is a summary of (i) the Company’s overall compensation objectives, (ii) the Committee’s related compensation

philosophy, and (iii) the Committee’s compensation decisions for 2024.
 
  

Compensation Objectives and Philosophy
The overall objective of the Company’s compensation programs is to provide for fair pay opportunities, while aligning these

opportunities with the Company’s business objectives and priorities, including the key strategic initiatives the Company establishes from
time to time to support its business objectives and priorities. The Committee balances its pay-for-performance philosophy with its view that
pay should be adequate for retention purposes and should take into account internal equity.

Pay-for-Performance; Shareholder View. In designing the Company’s executive compensation programs, the Committee believes in
maintaining a strong and transparent pay-for-performance philosophy that emphasizes variable pay as a percentage of overall executive
pay and is heavily weighted toward long-term incentive (“long-term incentive” or “LTI”) opportunities. For 2024, the Committee
incorporated the following variable pay components into its executive compensation design:
 

 
•   a short-term performance-based cash incentive opportunity, of which the total value was based on the Company’s 2024

performance relative to performance metrics approved by the Committee in January 2024 because of their particular
relevance to the Company and its stakeholders at the time;

 

  •   long-term equity incentive opportunities in the form of service-based, time-vesting restricted stock units (“RSUs”), the ultimate
value of which will be tied to the Company’s stock price performance over multiple years; and

 

 

•   a long-term performance-based equity incentive opportunity in the form of performance-based RSUs, pursuant to which the
number of shares to be received, if any, will depend on the Company’s ROIC (after-tax) less Excess Cash (as defined below
in “Determination of 2024 Executive Compensation; Analysis of Compensation Elements – Long-Term Incentive
Compensation – Equity Awards – Performance-Based RSUs”) over multiple years.
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Retention; Internal Equity. To address retention, the Committee has historically sought to balance external market competitive
considerations and internal equity. The Committee believes that, to be competitive, executive compensation should be within a reasonable
range of median compensation based on available and relevant market data both within and outside of the airline industry. The Committee
has used this information as a point of reference when assessing the appropriateness of the Company’s executive compensation, along
with the relative roles, responsibilities, performance, and tenure of the named executive officers. For purposes of this Compensation
Discussion and Analysis, references to the adequacy, appropriateness, and competitiveness of compensation (and similar references), as
well as comparisons to market, should be interpreted in the context of the information in this paragraph. The market data considered by
the Committee is discussed below under “Role of Independent Compensation Consultant; Benchmarking; Market Data.”

As an additional vehicle for retaining talent as the Company progresses on its strategic initiatives, rewards critical contributions to the
Company, and addresses external market considerations, the Committee incorporated service-based and time-vesting career investment
cash awards in January 2024. These cash awards were granted to certain senior officers and are scheduled to vest 50 percent on
March 5, 2026, and 50 percent on March 5, 2028. Subject to death or disability, the award recipient must remain as an Employee of the
Company on the applicable vesting date to receive payment, which does not include persons performing advisory or consulting services.
Mr. Watterson, who received a total career investment cash award of $4,000,000, and Mr. Green, who received a total career investment
cash award of $2,000,000, were the only named executive officers for 2024 to receive a career investment cash award. The amounts paid
to named executive officers upon the vesting of the portions of the career investment cash awards, if any, will be included in the Summary
Compensation Table for the applicable years vested. Mr. Green stepped down from his position of Executive Vice President & Chief
Transformation Officer of the Company effective April 1, 2025, and forfeited his career investment award eligibility.

Summary of 2024 Executive Compensation and Components of Pay
 
 

2024 Base Pay

The Committee annually reviews base salaries of the named executive officers and makes adjustments when appropriate based on
the individual’s duties and scope of responsibilities, performance, experience, and tenure; internal equity considerations; and market
compensation data.

The named executive officers other than Mr. Kelly received base salary increases in March 2024, that the Committee believes were
supported by market data available at the time and/or internal equity considerations. With respect to Mr. Kelly, who served as the
Company’s CEO prior to February 1, 2022, the Company and Mr. Kelly entered into a letter agreement effective as of February 1, 2022
(the “2022 Letter Agreement”). The 2022 Letter Agreement was amended effective October 31, 2024, to memorialize the original intent of
the 2022 Letter Agreement and revise certain provisions to reflect the Company’s interpretation and application of comparable provisions,
including medical and other benefits (the 2022 Letter Agreement, as amended, the “Amended 2022 Letter Agreement”). The Amended
2022 Letter Agreement provides for Mr. Kelly’s employment through December 31, 2026, with a base salary for each year of $475,000,
subject to increase by the Committee in its discretion. Mr. Kelly’s base salary remained at $475,000 for 2024. In addition to the
Committee’s compensation objectives and philosophies discussed above, the Committee based its 2024 compensation decisions with
respect to Mr. Kelly on the Committee’s expectation of Mr. Kelly’s continued service as an active executive Employee with significant
duties and
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responsibilities. As discussed further below, the named executive officers’ total compensation opportunities reflect the Committee’s focus
on variable, performance-based pay, rather than guaranteed base pay.

Additional detail regarding 2024 base pay is provided below under “Determination of 2024 Executive Compensation; Analysis of
Compensation Elements – Base Pay.”

2024 Short-Term Incentive Compensation

In first quarter 2024, consistent with its historic practices, the Committee established a target short-term incentive opportunity (the
“STI Target Opportunity”) for each of the named executive officers, and each STI Target Opportunity was established as a percentage of
the named executive officer’s base pay. In addition, total short-term incentive payouts could range from zero to 200 percent of a named
executive officer’s STI Target Opportunity based on Company performance. The Committee increased the maximum incentive payouts as
a percentage of a named executive officer’s STI Target Opportunity from 150 percent to 200 percent in 2024 based on available market
data and the Committee’s desire to incentivize and reward extraordinary performance. Further, the Company’s maximum performance
target metrics were set at a level that considered this increase in maximum payout level.

The Committee did not approve any year-over-year increases in the named executive officers’ STI Target Opportunities, but chose to
remain consistent with the STI Target Opportunities established for 2023 in an attempt to maintain internal and external equity to the
extent feasible and thereby mitigate retention risks. Therefore, (i) Mr. Jordan’s and Mr. Kelly’s STI Target Opportunity each remained at
200 percent of base, (ii) Mr. Watterson’s STI Target Opportunity remained at 150 percent of base, and (iii) Ms. Romo’s, Ms. Rutherford’s,
Mr. Green’s, and Mr. Shaw’s STI Target Opportunity remained at 135 percent of base. For 2024, each named executive officer’s STI
Target Opportunity was based entirely on the Company’s performance relative to performance metrics set forth in the Company’s
“Management Short-Term Incentive Scorecard.” In establishing 2024 performance metrics and related targets, the Committee sought to
incentivize absolute and relative financial, customer, and operational performance, as well as achievement of the Company’s major
initiatives. The 2024 quantitative performance metrics and related targets were set and approved by the Committee based on the
Company’s financial and operational results and expectations without any adjustments due to the challenges faced by the Company in
2024, including with respect to significantly reduced and delayed aircraft deliveries from The Boeing Company (“Boeing”). The amounts
earned were based on Company performance at 97.9 percent of target. The specific performance metrics and targets, the Committee’s
associated rationales, and the Company’s performance results, are each disclosed below under “Determination of 2024 Executive
Compensation; Analysis of Compensation Elements – Short-Term Incentive Compensation.” The amounts paid to the named executive
officers for 2024 Short-Term Incentive Compensation are included in the “Non-Equity Incentive Plan Compensation” column in the
Summary Compensation Table for 2024.
 

Short-Term Incentive Opportunity as a Percentage of Base Pay  

        2023         2024   

Robert E. Jordan      200%       200% 

Tammy Romo      135%       135% 

Andrew M. Watterson      150%       150% 

Linda B. Rutherford      135%       135% 

Ryan C. Green      135%       135% 

Gary C. Kelly      200%       200% 

Mark R. Shaw      135%       135% 

2024 Long-Term Incentive Compensation

For 2024, all named executive officer long-term incentive opportunities were awarded in the form of equity awards. The Committee
believes that equity should constitute a strong component of overall compensation and a significant percentage of base pay. Consistent
with prior years, each of the named executive officers received a portion of their equity award in the form of time-vesting RSUs and a
portion in the form of performance-based RSUs. For 2024, all the named executive officers received 50 percent of their equity value in the
form of performance-based RSUs and 50 percent in the form of time-vesting RSUs. Reflecting the Committee’s belief that equity should
constitute a strong component of overall compensation and a significant percentage of base pay and, taking into account the value of
Mr. Jordan’s total compensation opportunity relative to market,
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the Committee granted equity to Mr. Jordan with a grant date fair value equal to 850 percent of base, compared with a long-term incentive
opportunity of 800 percent of base for 2023. Taking into account Mr. Green’s total compensation opportunity relative to market and internal
equity considerations, the Committee granted equity to Mr. Green with a grant date fair value equal to 400 percent of base, compared with
a long-term incentive opportunity equal to 375 percent of base for 2023. None of the other named executive officers received an increase
in long-term incentive opportunity as a percentage of base pay for 2024. The Committee awarded long-term incentive opportunities in
2023 and 2024 as a percentage of base pay to the named executive officers as follows:
 

Long-Term Incentive Opportunity as a Percentage of Base Pay  

        2023         2024   

Robert E. Jordan      800%       850% 

Tammy Romo      450%       450% 

Andrew M. Watterson      500%       500% 

Linda B. Rutherford      400%       400% 

Ryan C. Green      375%       400% 

Gary C. Kelly      800%       800% 

Mark R. Shaw      400%       400% 

The performance-based RSUs will vest, if at all, depending on the Company’s financial performance over multiple years. Additional
detail regarding these equity grants is included below under “Determination of 2024 Executive Compensation; Analysis of Compensation
Elements – Long-Term Incentive Compensation.”

Payout of Performance-Based Cash Incentive Awards and Restricted Cash Awards. In connection with the Company’s participation
in the U.S. Treasury Department’s COVID-related payroll support programs, the Company committed to restricting executive
compensation until April 1, 2023. Taking into account the retention risk for critical positions during this period, while maintaining a view
from the perspective of the Company’s Shareholders, the Company incorporated performance-based cash incentive awards and restricted
cash awards as elements of long-term incentive compensation. Performance-based long-term cash incentive awards were incorporated in
2021, 2022, and 2023, and restricted cash awards were incorporated in 2022 and 2023. The Committee did not award any performance-
based cash incentive awards or restricted cash awards in 2024.

During 2022, the Company awarded performance-based cash incentive awards to the named executive officers other than Ms.
Rutherford, that were dependent on the Company’s adjusted return on invested capital (after-tax) for the performance period from
January 1, 2022 to December 31, 2024. The performance-based cash incentive awards awarded in 2022 also provided that in the event
the Company’s relative return on invested capital exceeded the median of a specified peer group, the minimum cash amount to be paid
upon vesting would be 50.0 percent of the amount awarded. For the performance-based cash incentive awards granted in 2022, the
amounts paid in February 2025 to the named executive officers were 50.0 percent of the target opportunity, based solely on the peer
group qualifier. The amounts paid to the named executive officers upon vesting of 2022 performance-based cash incentive awards on
February 21, 2025, is included in the “Non-Equity Incentive Plan Compensation” column in the Summary Compensation Table for 2024.

During 2022 and 2023, the Committee also awarded restricted cash awards to the named executive officers, other than
Ms. Rutherford for 2022 and other than Mr. Kelly, Ms. Rutherford, and Mr. Green for 2023. These long-term restricted cash opportunities
are service-based and time-vesting over multiple years. The amounts paid to the named executive officers upon the April 15, 2024, vesting
of portions of the 2022 and 2023 restricted cash awards is included in the “All Other Compensation” column in the Summary
Compensation Table for 2024.

 
 
Compensation Committee’s Consideration of 2024 Say-on-Pay Vote

At its 2024 Annual Meeting of Shareholders, votes in favor of approving the Company’s named executive officer compensation
constituted approximately 77.7 percent of the shares voted either for or against the proposal. While this outcome reflects shareholder
support of the Company’s compensation program generally, the level of support was lower than historical levels. Prior to last year’s vote,
Shareholders have overwhelmingly supported the Company’s executive compensation programs, with support for the Company’s advisory
vote on executive compensation averaging approximately 94 percent of the
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shares voted either for or against the proposal from 2020-2023. In 2024, the Committee considered the results from the advisory vote on
executive compensation, as well as feedback received from the Company’s Shareholders throughout the year, in determining
compensation policies and decisions to ensure alignment with Shareholder interests. Additional detail regarding shareholder engagement
is provided above under “Proxy Summary – Shareholder Engagement.” After careful consideration, the Committee did not make significant
changes to the Company’s executive pay program or policies as it concluded that the Company’s overall compensation philosophy and
structure have generally been effective in aligning pay opportunities and outcomes with Shareholder interests. The Committee was
reconstituted in November 2024, and in January 2025, the Committee retained Meridian Compensation Partners, LLC, as its new
independent compensation consultant, in order to receive a fresh perspective on the Company’s executive compensation matters. With
the assistance of its new independent compensation consultant, the recently reconstituted Committee will consider the result’s of this
year’s say-on-pay results, as well as feedback from the Company’s Shareholders, when making future compensation decisions.

Role of Independent Compensation Consultant; Benchmarking; Market Data
The Committee receives information and input from its independent compensation consultant regarding, among other matters,

market data and competitive compensation trends and practices. The Company’s independent compensation consultant during 2024 was
Pay Governance LLC. With respect to 2024, for the named executive officers other than Mr. Kelly, the data provided by the independent
consultant included reviews of the named executive officers’ base salaries, annual bonus/short-term incentive compensation opportunities,
total cash compensation opportunities (base salary plus annual bonus/short-term incentive compensation), long-term incentive
compensation opportunities (equity), and total direct compensation opportunities (total cash compensation plus long-term incentive
compensation) relative to similar positions reported in the databases below.
 
   

General Industry –
Comparable
Companies

  

Willis Towers Watson 2023 General Industry Executive Compensation Database(1)

From this database, the compensation consultant identified 33 comparable companies that were considered to
be a representative sample of a select group of companies focused on transportation, brand, hospitality, and
consumer-oriented businesses.

 

General Industry –
Total Sample   

Willis Towers Watson 2023 General Industry Executive Compensation Database (543 companies)

 

Airline Data
  

American Airlines Group Inc.; Delta Air Lines, Inc.; United Airlines Holdings, Inc.; Alaska Air Group, Inc.; and
JetBlue Airways Corporation(2)

 

(1) Where appropriate, the data was adjusted by the independent consultant to take into account differences in company size.
 

(2) The independent consultant considered these five airlines to be the most relevant (e.g., from a competitive hiring standpoint). The
airline data was based on 2022 compensation data reported in these airlines’ 2023 proxy statements and was not aged. The
independent consultant provided the Committee with data representing the average for the largest three airlines (American Airlines
Group Inc.; Delta Air Lines, Inc.; and United Airlines Holdings, Inc.), a smaller carrier average (Alaska Air Group, Inc. and JetBlue
Airways Corporation), and the midpoint between the largest three airline average and the smaller carrier average.

When monitoring the data regarding the Company’s peer groups, the Committee reviewed information on comparable companies in
transportation, brand, hospitality, and consumer-oriented businesses (General Industry – Comparable Companies), a group historically
viewed by the independent consultant and the Committee as representative of organizations that have been particularly relevant for
monitoring the adequacy of the Company’s executive pay levels and enabling the Committee to identify potential retention risks. Other
airlines are constituents of this group, and for 2024, the independent consultant called out practices of select airlines for additional context
on key positions and pay practices. In addition, to provide broader market context, the independent consultant provided the Committee
with general industry data (General Industry – Total Sample).

With respect to Mr. Kelly, prior to the effective date of the 2022 Letter Agreement, the independent consultant noted that the market
data for non-CEO Executive Chair positions varies considerably due to factors including (i) the ongoing managerial responsibilities of the
position and (ii) the expected tenure of the position. Due to the Committee’s expectation at the time of Mr. Kelly’s continued service as an
active executive Employee with significant duties and responsibilities, the independent
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consultant provided the Committee compensation data for (i) all S&P 500 Executive Chairs, including those in short-term transitional roles,
(ii) all S&P 500 Executive Chairs serving in the role for each of the past three fiscal years at that time, and (iii) all Executive Chairs as
reported to the General Industry – Total Sample survey noted for the Willis Tower Watson 2021 General Industry Executive Compensation
Database. The Committee also considered the relationship between Executive Chair compensation and CEO compensation using data
provided by the independent consultant, for (i) all S&P 500 Executive Chairs serving in the role for each of the past three fiscal years at
that time, and (ii) all S&P 500 Executive Chairs, not considered founders of the company.

The Committee does not directly tie named executive officer compensation to specific market data, but instead views market data as
an input, as opposed to a determinant of appropriate pay. In addition, (i) available market data is not necessarily comprehensive; (ii) in
particular with respect to airlines, the amount of available data is limited and will typically reflect positions with combinations of
responsibilities that do not correspond directly to the roles that are included in available market data; and (iii) with respect to Mr. Kelly,
market data for non-CEO Executive Chair positions varies considerably due to various factors. In addition, because of the limited amount
of airline industry data, the Committee also referenced the broader compensation data provided by general industry surveys, which can
also serve as indicators of the named executive officers’ potential value to other organizations who might seek to hire them.

Internal Equity; Role of Management
Because approximately 82 percent of the Company’s Employees are contract employees (as of December 31, 2024), subject to

collective bargaining agreements that govern their compensation structure, these negotiated agreements factor significantly into
Company-wide compensation decisions, including executive compensation decisions. In approaching executive compensation decisions,
the Committee seeks to balance market-appropriate levels of total direct compensation opportunities with internal equity. The Committee
evaluates internal equity by assessing the roles, responsibilities, and levels of accountability of the named executive officers relative to
(i) each other; (ii) other officers; and (iii) other Employees, including contract Employees. The Committee also has historically taken into
account a named executive officer’s experience and tenure with the Company generally and in his or her current role. For purposes of this
Compensation Discussion and Analysis, references to “internal equity” should be interpreted in this context.

In connection with compensation decisions for 2024, at the Committee’s request:
 

  •   Mr. Jordan and the Company’s People Department leaders provided regular input regarding overall compensation designs
and recommendations presented to the Committee;

 

 
•   Mr. Jordan reviewed with the Committee the relative performance of each of the Company’s other executive officers and

provided input with respect to (i) their relative roles, scope of responsibilities, and performance; (ii) their compensation
generally; and (iii) their compensation relative to each other; and

 

  •   The Company’s People Department leaders worked with the Committee Chair and the Committee’s independent consultant to
provide market data and recommendations with respect to Mr. Jordan’s compensation.

The input from Mr. Jordan and the Company’s People Department leaders not only aided the Committee with its compensation
determinations, but also serves a valuable purpose in connection with the Company’s succession planning. Although the Committee was
not obligated to accept any of Mr. Jordan’s recommendations, the Committee gave considerable weight to such recommendations
because of Mr. Jordan’s ability to directly observe, on a day-to-day basis, each executive officer’s contributions and performance. In
addition, Mr. Jordan engaged with Shareholders throughout the year and was able to relay Shareholders’ opinions he believed should be
considered by the Committee. Additional information regarding management’s role with respect to executive compensation determinations
is included below.

Determination of 2024 Executive Compensation; Analysis of Compensation
Elements

Set forth below is a discussion of (i) each of the elements of the Company’s compensation program for all non-contract Employees,
including the Company’s named executive officers; (ii) the purposes and objectives associated with each element; (iii) the manner in which
each element fits within the Company’s overall compensation objectives and decisions with respect to
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other elements; (iv) the Committee’s determinations regarding the amounts paid to each of the named executive officers for 2024; and
(v) where applicable, the involvement of the Committee’s independent consultant and members of management in compensation
decisions.

Base Pay
The Committee’s objective with respect to base pay is to provide a reasonable base level of monthly income relative to an

executive’s job responsibilities, skills, experience, tenure with the Company, tenure in his or her current position with the Company,
performance, and the market for the executive’s skills (both within and outside of the airline industry). Mr. Kelly’s base salary remained at
$475,000 for 2024 in accordance with the Amended 2022 Letter Agreement. The named executive officers other than Mr. Kelly, after not
receiving base pay increases in 2023, received base salary increases in March 2024, that the Committee believes were supported by
market data available at the time and internal equity considerations as follows:
 

Base Pay

      March 1, 2023      March 1, 2024   

Robert E. Jordan      $700,000     $825,000

Tammy Romo      $536,700     $610,000

Andrew M. Watterson      $575,000     $660,000

Linda B. Rutherford      $500,000     $550,000

Ryan C. Green      $450,000     $520,000

Mark R. Shaw      $494,400     $550,000

Short-Term Incentive Compensation
Objectives of Short-Term Incentive Compensation

The Committee believes short-term incentive compensation opportunities are prevalent in the market in which the Company
competes to attract, retain, and focus Employees on specific goals in the current year. Therefore, short-term incentive compensation
opportunities are offered for Leadership and most professional level positions. The Committee believes short-term incentive compensation
opportunities are particularly important at the officer level, in order to create both accountability and incentive for performance and to
remain competitive in attracting and retaining qualified executive talent. The short-term incentive opportunities at this level are intended to
(i) reflect the additional time, responsibility, and accountability associated with these positions, in particular senior executive positions;
(ii) help create total compensation opportunities that are within a reasonable range of median in the marketplace; and (iii) further
incentivize management to contribute to the Company’s overall performance.

Approach to 2024 Short-Term Incentive Compensation

General. In 2024, the Committee continued to apply a structured and transparent approach to establishing the named executive
officers’ STI Target Opportunities which were awarded under the Company’s Senior Executive Short Term Incentive Plan (the “STI Plan”),
which provides for the payment of cash bonuses based on performance measures and targets that are pre-established by the Committee.
In recent years prior to 2023, 80 percent of each named executive officer’s STI Target Opportunity was based on performance measures
and targets pre-established by the Committee while 20 percent was based on a subjective determination of the named executive officer’s
performance and individual contributions. In order to more closely align pay outcomes with Company performance and Shareholder
interests, beginning in 2023, 100 percent of the value of each named executive officer’s STI Target Opportunity has been based on the
Company’s performance relative to measures and targets approved by the Committee.

The Committee established STI Target Opportunities for each of the named executive officers in the first quarter of 2024. The STI
Target Opportunities were equal to a percentage of each of the named executive officer’s respective base pay amounts, with differences in
percentages generally reflecting differences in levels of responsibility. The Committee did not approve any year-over-year increases in the
named executive officers’ STI Target Opportunities for 2024, but chose to remain consistent with the STI Target Opportunities established
for 2023 in an attempt to maintain internal and external equity to the extent feasible and thereby mitigate retention risks. Therefore,
(i) Mr. Jordan’s and Mr. Kelly’s STI Target Opportunity each remained at 200 percent of base, (ii) Mr. Watterson’s STI Target Opportunity
remained at 150 percent of base, and (iii) Ms. Romo’s, Ms. Rutherford’s, Mr. Green’s,
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and Mr. Shaw’s STI Target Opportunity remained at 135 percent of base. As discussed below, the short-term incentive payout for each of
the named executive officers could range from zero to 200 percent of the named executive officer’s STI Target Opportunity shown above.

Performance-Based Short-Term Incentive Compensation Opportunities under the STI Plan and Related Payouts. Pursuant to the STI
Plan, since 2013, the Committee has annually established performance metrics and targets in connection with the named executive
officers’ STI Target Opportunity using a Management Incentive Scorecard (the “Scorecard”). The Committee believes the Scorecard
mechanism has remained relevant and effective despite the significant and varying challenges faced by the Company over the years,
including the challenges posed by the pandemic, the Company’s December 2022 operational disruption, and the significant Boeing aircraft
delivery delays. In addition, the Committee believes there is value in maintaining a consistent structure for assessing short-term incentive
payouts. In designing the Scorecard for 2024, the Committee sought to incentivize absolute and relative financial, customer, and
operational performance, as well as achievement of the Company’s major initiatives. The Scorecard included specific weighted metrics
corresponding with the Company’s business objectives and priorities and related major initiatives. The Committee also chose these
metrics because of their relevance to the Company’s Shareholders, Employees, and Customers for 2024. In particular, the Committee
continued to use EBITDA, excluding special items as disclosed from time to time in the Company’s earnings releases and filings with the
SEC, as the financial metric in the Scorecard and kept the financial metric weighting at 50 percent of the total Scorecard. The Committee
determined that the Company performed at 97.9 percent of target for 2024, compared with Company performance at 57.5 percent of
target for 2023.

The specific 2024 Scorecard metrics, targets, and weightings, as well as the results and payout percentages for 2024, are set forth in
the table below.

2024 Management Incentive Scorecard
 

Category and Metric  
Metric
Weight   

0%
Threshold    

50%
Award    

100%
Target    

150%
Award    

200%
Max    

2024
Final    

% of
Target(3) 

Financial success
EBITDA(1)(2)

    50.0%   $ 2.46B    $ 3.08B    $ 3.71B    $ 4.17B    $ 4.63B    $ 2.14B     50.0%(2) 

Customer/Operational performance(4)(5)(6)(7)

-On-time arrivals
-Completion factor
-Extreme Delays
-2-hour tarmac delays
-Mishandled baggage
-Involuntary bumping
-Customer complaints     25.0%     7th place      5th place      3rd place      2nd place      1st place      2nd place     191.7% 

Major initiatives
-Efficiency/productivity     10.0%     Subjective (0%-200%)       75%     75% 
-Network resiliency/optimization     10.0%     Subjective (0%-200%)       100.0%     100.0% 

-ESG/Belonging – percentage of Director level and above
completing training in 2024 related to creating a workplace of
Belonging and building a diverse and inclusive workspace     2.5%     Below 90%      94%      97%      99%      100%      100.0%     200.0% 

-ESG/Sustainability – percent fuel efficiency improvement versus
2023(8)

    1.5%     0.0%      1.0%      1.7%      2.0%      2.3%      1.7%     100.0% 

-ESG/Sustainability – make meaningful progress in plan to
reduce single use plastics     1.0%     Subjective (0%-200%)       100.0%     100.0% 

Southwest Airlines Short-Term Enterprise Performance (Percent of Target)     97.9% 
 
(1) Excluding special items.
 
(2) The financial performance metric shall have a floor depending upon the Company’s 2024 NonGAAP net income margin performance versus U.S. airline competitors. If

the Company maintains its 2023 relative net income margin position versus the peer group (Delta, American, United, Alaska, JetBlue, Frontier, Spirit, Allegiant, and
Hawaiian), the financial performance floor will be 50 percent. If the Company improves a position, the floor will be 75 percent. If the Company improves two positions,
the floor will be 100 percent. In 2023, the Company ranked 5th in relative net income margin performance versus the peer group. The Company maintained 5th place
in 2024, triggering the qualifier, and making the financial success floor equal to 50 percent.
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•   the Company’s Board of Directors terminated and replaced the Company’s previous share repurchase authorization with a

new $2.5 billion share repurchase authorization of the Company’s common stock, and the Company subsequently
repurchased $250 million of its common stock through an accelerated share repurchase program;

 

  •   the Company ratified four labor agreements in 2024;
 

  •   the Company was ranked the number one airline for Economy Class Customer Satisfaction in the J.D. Power 2024 North
America Airline Satisfaction Study;

 

  •   the Company was ranked number one on Newsweek’s 2024 America’s Best Customer Service List in the Airlines and
Low-Cost Airlines subcategories;

 

  •   the Company was named the number two domestic airline by the 2024 Elliott Readers’ Choice Awards;
 

  •   the Company was ranked number two on the Business Travel News 2024 Airline Survey;
 

  •   the Company was recognized by USA Today as one of America’s 2024 Customer Service Champions;
 

  •   the Company was named Domestic Carrier of the Year by the Airforwarders Association;
 

  •   the Company was recognized by USA Today as the number one Airline and the number one Cabin Crew in the 2024 10 Best
Readers’ Choice Awards ;

 

  •   the Company was recognized by Newsweek as one of America’s Most Responsible Companies;
 

  •   the Company was named a Best Employer for Veterans by Forbes; and
 

  •   the Company was named a Best Place to Work for Disability Inclusion after achieving a top score on Disability:IN’s 2024
Disability Equality Index.

Long-Term Incentive Compensation
During 2024, the Committee granted long-term incentive awards in the form of RSUs and performance-based RSUs. As discussed

further below, the Committee continued to believe long-term incentive compensation should constitute a significant percentage of total
compensation and thereby serve as (i) the primary method for bringing total direct compensation opportunities in line with market, (ii) a
driver of the Company’s long-term performance through alignment of compensation opportunities with the Company’s long-term
objectives, and (iii) a significant retention vehicle. The Committee believes the continued use of RSUs and performance-based RSUs
enabled the Committee to maintain consistency with its historical emphasis on long-term incentive opportunities, including a significant
percentage granted as performance-based opportunities. For 2024, the performance-based components of the aggregate long-term
incentive awards constituted 50 percent of the total long-term incentive opportunity for each of the named executive officers. The
Committee believes these structures aligned the named executive officers’ long-term incentive compensation with Shareholder interests
without unnecessarily reducing the retention value of these awards.

Equity Awards

Objectives of Equity Compensation. Equity awards are used by the Company to (i) further align the interests of the Company’s senior
leadership with the interests of the Company’s Shareholders, (ii) serve as a performance-based method to address the competitiveness of
the Company’s compensation, and (iii) also serve as a long-term retention vehicle by incentivizing and rewarding achievement of the
Company’s long-term objectives. In 2024, the Committee awarded equity incentive opportunities to attract and retain Employees at the
manager level and above, as well as other targeted positions where equity awards are prevalent in the market in which the Company
competes for those positions. With respect to other Employees, the Company has typically placed more emphasis on cash compensation.

Approach to Equity Compensation. The Committee has a long-held and consistent view that equity should constitute a strong
component of overall compensation and a significant percentage of base pay. The Committee applies its judgment in determining the size
of equity awards, which involves (i) informing itself of practices and levels of equity pay in the market for a given position and (ii) thereby
also informing itself of potential retention risks. Based on this information, for 2024, the Committee established the size of the equity
awards as a percentage of base pay, having taken into account internal and external equity, total direct compensation for each individual,
and an individual’s specific responsibilities.
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The Committee granted equity awards in the form of service-based, time-vesting RSUs and performance-based RSUs that are each
settleable in shares of common stock. Total equity for the named executive officers consisted of 50 percent time- vesting RSUs and
50 percent performance-based RSUs. This allocation reflects the Committee’s desire to maintain performance- based compensation as a
significant percentage of total compensation.

RSUs. The RSUs granted to the named executive officers in 2024 are settleable in shares of common stock and are scheduled to
vest with respect to one-third of the shares covered thereby annually, which vesting began on February 21, 2025. Other than in connection
with death, disability, or a “qualified retirement,” vesting is subject to the individual’s continued service as an Employee, Board member, or
advisor through the vesting date. In the event of an individual’s death or disability, any of the individual’s RSUs that have not yet vested will
(i) in the case of time-vesting RSUs, fully vest as of the date of termination, and (ii) in the case of performance-based RSUs, remain
outstanding as if the individual’s service has not terminated and will continue to vest in accordance with the schedule set forth in the notice
of the grant. If an individual’s service has terminated no earlier than 12 months after the date of grant, in the event of a “qualified
retirement,” any outstanding unvested RSUs will remain outstanding as if the individual’s service has not terminated and will continue to
vest in accordance with the schedule set forth in the notice of the grant. An individual’s termination of service will be considered a
“qualified retirement” if (a) the individual has completed at least 10 years of continuous service, (b) the individual’s age plus completed
years of continuous service equal at least 65 at the time of the individual’s termination of service, and (c) the individual has not been
terminated for cause.

Performance-Based RSUs. Performance-based RSUs are also settleable in shares of common stock. Performance-based RSUs
granted in 2024 will vest, if at all, on February 21, 2027. As shown in the table below and the Grants of Plan-Based Awards in Fiscal 2024
table, the number of shares that will be received by each of the named executive officers, as of the vesting date, if any, will be determined
based on the Company’s achievement of the average ROIC (after-tax) less Excess Cash targets set forth in the table below over a three-
year period; provided that, (i) in the event the Company’s ROIC (after-tax) less Excess Cash for the three-year performance period is
greater than zero and its return on invested capital relative to a specified peer group, as determined by the Committee using its
reasonable efforts to assess return on invested capital on a comparable basis across the peer group (“Relative ROIC”), exceeds the
median (i.e., 50th percentile) of the specified peer group, the minimum number of performance-based RSUs that will vest and the
minimum number of shares of common stock to be issued as of the vesting date will be equal to the grant amount times 50 percent; and
(ii) in the event the Company’s Relative ROIC ranks highest in the peer group, the minimum number of performance-based RSUs that will
vest and the minimum number of shares of common stock to be issued as of the vesting date will be equal to the grant amount times
100 percent. In the event this peer group qualifier is used, the number of shares of the Company’s common stock to be issued as of the
vesting date will be determined based on the Company’s relative position within the top half of the peer group.

The Committee chose ROIC (after-tax) less Excess Cash as the primary long-term performance metric to further align the
Company’s incentive compensation with the Company’s focus on its effectiveness in generating returns to its Shareholders. With respect
to performance-based RSUs granted in 2021 and 2022, the Committee selected an impermanent maximum payout opportunity of
300 percent to reward extraordinary results and to motivate and retain existing talent while aligning executive incentives with Shareholder
interests. In 2023, with the business stabilized and recovery from the COVID-19 pandemic underway, the Committee returned to its
historical and more typical approach of setting the maximum performance level at 200 percent. In 2024, the Committee maintained the
maximum performance level at 200 percent. Consistent with the approach taken in establishing performance-based short-term incentive
compensation opportunities for 2024, the quantitative performance metrics and related targets for the 2024 performance-based RSU
grants were set and approved by the Committee based on the Company’s financial and operational results and expectations without any
adjustments due to the effects of the significant Boeing aircraft delivery delays.
 

Performance Period      Vesting Date     

ROIC (after-tax) less
Excess Cash in

Performance Period(1)
    

Number of Performance-Based
RSUs Vesting and Settleable in

Common Stock as of the Vesting
Date(1)(2)

January 1, 2024 through
December 31, 2026

    

February 21, 2027(3)

     8.0% or greater      Grant Amount x 10%

     10.0%      Grant Amount x 100%

     12%      Grant Amount x 150%

     15.0% or greater      Grant Amount x 200%
 

(1) “ROIC (after-tax) less Excess Cash” means After-tax Adjusted Operating Income divided by Adjusted Average Invested Capital
excluding Excess Cash. “After-tax Adjusted Operating Income” means Operating income (calculated in accordance
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with Accounting Principles Generally Accepted in the United States (GAAP)) as adjusted to reflect the impact to Operating income
from (a) fuel contracts (net), (b) special items, as disclosed from time to time in the Company’s earnings releases and filings with the
SEC, (c) aircraft leases (net), and (d) fuel hedge premium expense, with each such adjustment tax affected, as appropriate. For any
individual year in which the After-tax Adjusted Operating Income is a loss, it will be set at zero. “Adjusted Average Invested Capital”
for an individual year in the three-year performance period means an average of the five most recent quarter end balances of debt,
net present value of aircraft leases, and equity adjusted for hedge accounting. “Excess Cash” means the average annual cash and
cash equivalents and short-term investments balances in excess of $6.0 billion, which is subtracted from the Adjusted Average
Invested Capital in each period’s ROIC calculation. ROIC (after-tax) less Excess Cash for the entire Performance Period will be the
average of the ROIC (after-tax) less Excess Cash of the three individual years in the performance period. For purposes of the ROIC
(after-tax) less Excess Cash calculation, the assumed federal tax rate is 24 percent. In addition, in the event of a change in the
corporate tax rate that the Committee deems to significantly impact the Company’s ROIC (after-tax) less Excess Cash results, the
Committee shall have the authority to adjust the ROIC (after-tax) less Excess Cash calculation in its sole discretion. The percentage
of performance-based RSUs that will vest, if any, based on ROIC (after-tax) less Excess Cash, will be interpolated between the
ROIC (after-tax) less Excess Cash targets set forth above only after the minimum performance level has been achieved.

 

(2) In the event the Company’s ROIC (after-tax) less Excess Cash for the three-year performance period is greater than zero and its
Relative ROIC exceeds the median (i.e., 50th percentile) of the specified peer group, the minimum number of performance-based
RSUs that will vest and the minimum number of shares of common stock to be issued as of the vesting date will be equal to the grant
amount times 50 percent. In the event the Company’s Relative ROIC ranks highest in the peer group, the minimum number of
performance-based RSUs that will vest and the minimum number of shares of common stock to be issued as of the vesting date will
be equal to the grant amount times 100 percent. In the event this peer group qualifier is used, the number of shares of the
Company’s common stock to be issued as of the vesting date will be determined based on the Company’s relative position within the
top half of the peer group.

 

(3) Other than in connection with death, disability, or a “qualified retirement,” vesting is subject to the individual’s continuous service as
an Employee, Board member, or advisor from the date of grant through the vesting date. In the event of an individual’s death or
disability, the individual’s performance-based RSUs will remain outstanding as if the individual’s service had not terminated. If the
individual’s service has terminated no earlier than 12 months after the date of grant, in the event of a “qualified retirement,” such
individual’s performance-based RSUs will remain outstanding as if the individual’s service has not terminated and will otherwise be
settleable in accordance with the notice of grant and applicable terms and conditions; however, the number of shares received upon
settlement will be prorated based on the individual’s number of days of service between the date of grant and the end of the
Performance Period. An individual’s termination of service will be considered a “qualified retirement” if (a) the individual has
completed at least 10 years of continuous service; (b) the individual’s age plus completed years of continuous service equal at least
65 at the time of the individual’s termination of service; and (c) the individual has not been terminated for cause.

Individual Equity Determinations for the Named Executive Officers.

Chief Executive Officer. In accordance with the Committee’s philosophy that equity should constitute a strong component of overall
compensation, for 2024, the Committee improved Mr. Jordan’s total direct compensation opportunity relative to market by increasing his
long-term incentive opportunity to 850 percent of base pay ($7,012,553) in 2024 from 800 percent of base pay ($5,600,004) in 2023. In
approving this value, the Committee considered retention and also referenced market data, which supported an increase in Mr. Jordan’s
total direct compensation through an increase in equity.

Executive Chairman of the Board. For 2024, the Committee granted long-term equity incentive awards to Mr. Kelly with a total grant
date fair value of $3,800,035. Mr. Kelly’s aggregate equity award remained at 800 percent of his base pay ($475,000 effective February 1,
2022) from 2023 to 2024. Mr. Kelly ceased serving as Executive Chairman of the Board effective November 1, 2024, and remains
employed as Chairman Emeritus.

Other Named Executive Officers. The long-term incentive opportunity as a percentage of base pay for each of the other named
executive officers, other than Mr. Green, remained the same from 2023 to 2024. Mr. Watterson’s long-term incentive opportunity remained
at 500 percent of base pay, Ms. Romo’s long-term incentive opportunity remained at 450 percent of base pay, and Ms. Rutherford and
Mr. Shaw’s long-term incentive opportunity remained at 400 percent of base pay. Taking into account Mr. Green’s total compensation
opportunity relative to market and internal equity considerations, the Committee granted equity to Mr. Green with a grant date fair value
equal to 400 percent of base, compared with a long-term incentive opportunity equal to 375 percent of base for 2023. As with the CEO’s
grants, the Committee considered retention and referenced market data as a guide for determining an appropriate relative value for these
individuals’ long-term incentive awards. The Committee also considered internal equity.
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Career Investment Cash Awards

As an additional vehicle for retaining talent as the Company progresses on its strategic initiatives, rewarding critical contributions to
the Company, and addressing external equity considerations, the Committee incorporated service-based and time-vesting career
investment cash awards in January 2024. These awards were granted to certain senior officers and are scheduled to vest 50 percent on
March 5, 2026, and 50 percent on March 5, 2028. Subject to death or disability, the award recipient must remain as an Employee of the
Company on the applicable vesting date to receive payment, which does not include persons performing advisory or consulting services.
Mr. Watterson, who received a total career investment cash award of $4,000,000, and Mr. Green, who received a total career investment
cash award of $2,000,000, were the only named executive officers for 2024 to receive a career investment cash award. The amounts paid
to named executive officers upon the vesting of the respective portions of the career investment cash awards, if any, will be included in the
Summary Compensation Table for the applicable years vested. Mr. Green stepped down from his position of Executive Vice President &
Chief Transformation Officer of the Company effective April 1, 2025, and forfeited his career investment award eligibility.

Retirement and Related Benefits
401(k) and Profit Sharing

The Committee does not specifically consider the value of its tax-qualified retirement plans when establishing other compensation
elements and amounts for the named executive officers because of the broad-based nature of these benefits. Southwest offers a
tax-qualified 401(k) and profit sharing plan (the “Retirement Savings Plan”) to all eligible Employees, including the named executive
officers. The Retirement Savings Plan is intended to be competitive in the market and includes five-year graded vesting provisions aimed
at fostering Employee loyalty and retention. The Retirement Savings Plan provides for a dollar-for-dollar match on 401(k) contributions
made by non-Pilot Employees, subject to limits set by the Board, the Internal Revenue Code, and applicable U.S. Treasury Regulations.

The Retirement Savings Plan also includes a discretionary annual Company profit sharing contribution determined by the Board in its
sole discretion. For the 2024 plan year, the Company allocated approximately 1.16 percent of each Employee’s eligible compensation as a
contribution to the profit sharing plan. The profit sharing plan is intended to serve as an incentive and reward to Employees because the
plan is based on overall Company profitability. The numbers in the “All Other Compensation” column of the Summary Compensation Table
reflect, in part, fluctuations in profit sharing contributions based on fluctuations in the Company’s profitability for the three years covered by
the table, as well as the number of total Employees eligible to participate in the plan.

Additionally, Southwest sponsors a separate Pilots’ 401(k) plan that, through February 20, 2024, gave each eligible Pilot a fully-
vested, non-elective Company contribution equal to 15.0 percent of such Pilot’s eligible compensation, regardless of the Pilot’s personal
contributions to the plan. Effective February 20, 2024, this non-elective Company contribution increased to 17.0 percent under the newly
ratified Southwest Pilots’ Association contract. Beginning January 1, 2024, the Company also accrues pay credits equaling one percent of
Pilots’ eligible wages, which the Company contributed to a qualified cash balance plan it established in August 2024. The Company plans
to seek IRS approval to credit amounts above the Code Section 415(c) limitations to the cash balance plan, as well. Once IRS approval is
granted, which is anticipated in 2025, the Company will begin crediting these amounts. The cash balance accounts will accrue interest
credits tied to a market-based benchmark, targeting a 40 percent equity and 60 percent bond mix. Employees in the following workgroups
receive non-elective contributions plus a dollar-for-dollar match, which combined equals up to 9.3 percent of their eligible income:
Customer Service Agents, Customer Representatives, and Source of Support Representatives represented by the International
Association of Machinists and Aerospace Workers; and Material Specialists represented by the International Brotherhood of Teamsters.

Nonqualified Deferred Compensation

Southwest offers nonqualified deferred compensation arrangements to a select group of Employees who are subject to certain limits
established by the Internal Revenue Code with respect to qualified plan contributions. Because these arrangements, by their nature, are
tied to the qualified plan benefits, they have not been considered when establishing salary and bonus elements and amounts. The
Company’s excess benefit plan is available to a select group of Employees with Company contribution amounts that cannot be contributed
to the Retirement Savings Plan due to the qualified plan contribution limits of Section 415(c) of the Internal Revenue Code. Individuals
eligible to participate in the excess benefit plan, including the named
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executive officers, but who do not elect to participate, receive payment in the form of cash equal to the contribution the individual would
have otherwise been entitled to receive under the Retirement Savings Plan, but for the application of the limits of Section 415(c) of the
Internal Revenue Code. The cash payment is made at the same time as the individual would have otherwise received a contribution to the
excess benefit plan. The excess benefit plan is discussed in more detail below under “Nonqualified Deferred Compensation in Fiscal
2024.”

The Deferred Compensation Plan for Senior Leadership and Non-Employee Members of the Southwest Airlines Co. Board of
Directors (the “SMC Deferred Compensation Plan”) allows officers of the Company who are ineligible to participate in the Company’s 2005
Deferred Compensation Plan for Pilots to defer up to 50 percent of their salary and 100 percent of their bonus amounts annually. Under
the SMC Deferred Compensation Plan, non-Employee Board members also may, before the beginning of each plan year, irrevocably elect
to contribute all or a portion of their annual cash retainer fees otherwise payable to them for such plan year. The SMC Deferred
Compensation Plan is discussed in more detail below under “Nonqualified Deferred Compensation in Fiscal 2024.” Southwest also
maintains two nonqualified deferred compensation plans that are available to Pilots only, pursuant to the terms of their collective
bargaining agreement.

Through January 31, 2022, Mr. Kelly had an individual deferred compensation arrangement (the “Prior Letter Agreement”), which
was originally established in 2004. Under the Prior Letter Agreement, the Company credited to Mr. Kelly’s account an amount equal to any
Company contributions that would have otherwise been made on his behalf to the Company’s qualified 401(k) and profit sharing plans, but
that exceeded the limits under Sections 415(c) and 401(a)(17) of the Internal Revenue Code for qualified plans. Under the Prior Letter
Agreement, Mr. Kelly’s deferred compensation bore interest at a rate of ten percent, the interest rate established in 1982 for a similar
arrangement with the Company’s former Chairman and CEO, Mr. Herbert D. Kelleher. Effective February 1, 2022, Mr. Kelly entered into
his 2022 Letter Agreement, which terminated the Prior Letter Agreement and ceased deferred compensation contributions to Mr. Kelly’s
account after the 2022 plan year. In addition, beginning January 1, 2023, interest on Mr. Kelly’s deferred compensation balance is
calculated at 120 percent of the Applicable Federal Long-Term Rate for January 2023, compounded annually. Mr. Kelly’s deferred
compensation arrangement is discussed in more detail below under “Nonqualified Deferred Compensation in Fiscal 2024.”

Change-in-Control Arrangements
The Company has established change-in-control arrangements for all of its Employees for the purpose of offering protection in the

event of a termination of employment following a change-in-control. All officers of the Company, including the named executive officers,
are parties to the Company’s Executive Service Recognition Plan Executive Employment Agreements. In general, in the event of
termination subsequent to a change-in-control, these agreements provide for a maximum incremental benefit approximately equal to
(i) one year of salary and (ii) two years of bonus. The terms of these arrangements are discussed in detail below under “Potential
Payments Upon Termination or Change-in-Control.” The remainder of the Company’s Employees are provided change-in-control benefits
through the Company’s Change of Control Severance Pay Plan (to the extent they are not otherwise beneficiaries of an enforceable
contract with the Company providing for severance payments in the event of a reduction in force or furlough).

The Company’s change-in-control arrangements were all put in place in the 1980s and do not have any impact on the Company’s
other compensation elements because any incremental benefit from these arrangements is not triggered unless there is a termination of
employment following a change-in-control. The Company believes it is appropriate to keep these arrangements in place, in particular for
the Company’s officers, because the Company believes they serve to (i) continue to attract and retain well-qualified executive personnel
and (ii) enhance the ability of the Company to retain officers to carry on the Company’s business as usual in the event of any real or
rumored possibilities of a change-in-control of the Company. In particular, with respect to the CEO, a change-in-control arrangement is
intended to provide some assurance that, should the Company receive proposals from third parties with respect to its future, he can,
without being influenced by the uncertainties of his own situation, (i) assess such proposals, (ii) formulate an objective opinion as to
whether or not such proposals would be in the best interests of the Company and its Shareholders, and (iii) take any other action
regarding such proposals as the Board might determine to be appropriate.
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Perquisites and Other Benefits
All of the Company’s Employees and their immediate family members are eligible to fly free on Southwest Airlines on a standby

basis, and directors and officers of the Company and their spouses and qualified dependent children are eligible to fly free on Southwest
Airlines on a reserved seat basis. In addition, during 2024, officers of the Company were entitled, at their election, to an annual deposit of
250,000 Rapid Rewards points to their Rapid Rewards account. During 2024, the Company’s officers were also eligible, at their election,
to participate in an executive health program that is part of the Southwest Airlines Co. Welfare Benefit Plan. Also, from time to time, the
Company prefers officers use a car service in the interest of safety and efficiency. The Committee believes these benefits are
commensurate with the benefits offered by others in the market in which the Company competes for executive talent.

The named executive officers, like the Company’s other contract and non-contract Employees, also participate in various Employee
benefit plans, including medical and dental care plans; life, accidental death and dismemberment and disability insurance; and paid time
off, which are not taken into account when establishing the named executive officers’ salary and short- term incentive elements and
amounts.

Significant Corporate Governance and Compensation Policies and Practices
Clawback Policy

The Committee has adopted the Clawback Policy, pursuant to which in the event the Company is required to prepare an accounting
restatement of any of the Company’s financial statements (i) due to the Company’s material noncompliance with any financial reporting
requirement under U.S. securities laws, including any required accounting restatement to correct an error in previously issued financial
statements that is material to the previously issued financial statements or (ii) that would result in a material misstatement if the error were
corrected in the current period or left uncorrected in the current period, the Committee shall, unless determined to be impracticable, take
reasonably prompt action to recoup all recoverable compensation from any person who receives recoverable compensation. For purposes
of this policy, “recoverable compensation” shall mean all incentive-based compensation (calculated on a pre-tax basis) received after
October 2, 2023, by a person: (i) after beginning service as an executive officer; (ii) who served as an Executive Officer at any time during
the performance period for that incentive-based compensation; (iii) while the Company had a class of securities listed on a national
securities exchange or national securities association; and (iv) during the applicable period, that exceeded the amount of incentive-based
compensation that otherwise would have been received had the amount been determined based on the financial performing measures, as
reflected in the restatement. This policy is in addition to (and not in lieu of) any right of repayment, forfeiture or off-set against any
executive officer that may be available under applicable law or otherwise (whether implemented prior to or after adoption of the policy).
The Company has included its Clawback Policy in the exhibit index to its Annual Report on Form 10-K for the fiscal year ended
December 31, 2024.

Share Ownership Guidelines

The Committee has adopted robust share ownership guidelines for the Company’s executive officers and Board members in order to
further align the interest of the Company’s executive officers and Board members with those of the Company’s Shareholders. The
Company’s CEO is expected to meet a share ownership level with a value equal to or exceeding six times his annual base salary, and all
other executive officers are expected to meet a share ownership level with a value equal to or exceeding three times their annual base
salary. Members of the Board are expected to meet a share ownership level with a value equal to or exceeding five times their annual
cash retainer for Board services. “Share ownership” is defined to include shares of the Company’s common stock (including shares held in
the Company’s Retirement Savings Plan) and unvested RSUs. Prior to March 14, 2025, the Company’s CEO was expected to meet a
share ownership level with a value equal to or exceeding five times his annual base salary, and Board members were expected to meet a
share ownership level with a value equal to or exceeding three times their annual cash retainer for Board service. The Committee updated
the share ownership guidelines to increase certain ownership requirements to better align with peer group and broader industry practices,
as well as with the interests of the Company’s Shareholders. The Company’s executive officers are expected to meet the stated ownership
levels within five years of becoming an executive officer. Members of the Board are expected to meet the stated ownership level within five
years of becoming a Board member; however, existing members of the Board will have until March 14, 2030, to meet the stated ownership
requirements. The Committee has the authority to monitor and adjust these ownership guidelines as it deems appropriate from time to
time. All of the Company’s executive officers, including the named executive officers, and all of the Company’s Board members meet the
requirements of the Company’s share ownership guidelines. In addition to the
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Company’s share ownership guidelines, (i) the Company’s Insider Trading Policy prohibits Employees (including officers) and the
Company’s Board members from entering into hedging transactions with respect to the Company’s securities; and (ii) the Company’s
Blackout and Pre-Clearance Procedures, which supplement its Insider Trading Policy, prohibit the Company’s officers and Board members
from holding Company securities in a margin account or pledging Company securities as collateral for a loan.

Limitation on Severance Payments

The Board has adopted a limitation on severance payments within the Company’s Corporate Governance Guidelines. The Company
will not enter into any agreement that provides for severance payments to an executive officer subject to §16(b) of the Securities
Exchange Act (“Executive Officer”) directly related to the Executive Officer’s termination of employment, in an amount that exceeds 2.99
times the sum of (i) the Executive Officer’s base salary plus (ii) target annual bonus opportunity, without seeking Shareholder advisory or
other approval of such agreement. Severance payments do not include: (1) accrued but unpaid base salary or vacation pay through the
termination date and reimbursement for any expenses validly incurred prior to the termination date; (2) any payment in respect of the
Executive Officer’s bonus for the year of termination or other unpaid bonus or award owed by the Company to the Executive Officer under
any compensation plan or agreement; (3) any payment in consideration for services provided to the Company following the termination
date (e.g., consulting or advisory services); (4) any payment arising from the Executive Officer’s death or disability; or (5) settlements of
claims asserted against the Company by the Executive Officer. Unless otherwise delegated to the Committee, the Board shall make all
determinations regarding the application and operation of these severance guidelines in its sole discretion.

Practices Related to the Grant of Certain Equity Awards in Relation to the Release of Material Nonpublic Information

The Company does not currently grant stock options or option-like equity awards to Employees or Directors; therefore, it does not
currently have a formal practice or policy with respect to the grant of stock options or option-like awards. During 2024, the Company did
not time the disclosure of material nonpublic information to affect the value of other types of executive compensation awards granted.

Compensation Committee Report
The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis contained in this Proxy

Statement with the Company’s management. Based on such review and discussion and relying thereon, we have recommended to the
Company’s Board of Directors that the Compensation Discussion and Analysis contained in this Proxy Statement be included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2024, and in this Proxy Statement.
 

COMPENSATION COMMITTEE

Lisa M. Atherton, Chair
Pierre R. Breber
Douglas H. Brooks
Sarah E. Feinberg
David J. Grissen
Christopher P. Reynolds
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Summary Compensation Table
The following table provides information with respect to compensation earned by the named executive officers for the years ended

December 31, 2024, 2023, and 2022.
 

Name and
Principal Position

  Year   

Salary
($)(1)

  

Bonus
($)(2)

  

Stock
Awards

($)(3)
  

Non-Equity
Incentive Plan
Compensation

($)(4)
  

Nonqualified
Deferred

Compensation
Earnings

($)(5)
  

All Other
Compensation

($)(6)
 

Total
($)

 

Robert E. Jordan
Chief Executive
Officer & President

   

 

 
 

2024 

    
 798,958

    
  —

    
 7,012,553

    
 2,108,600

    
  —

    
 642,273 

   
 10,562,384 

   

 

 
 

2023 

    
 700,000

    
  —

    
 4,105,004

    
 4,096,504

    
  —

    
 405,791

   
  9,307,298

   

 

 
 

2022 

    
 676,875

    
 195,720

    
 3,626,960

    
  782,880

    
  —

    
  51,525

   
  5,333,960

 

Tammy Romo*
Executive Vice President
& Chief Financial Officer

   

 

 
 

2024 

    
 594,729

    
  —

    
 2,745,038

    
  987,206

    
  —

    
 236,226

   
  4,563,199

   

 

 
 

2023 

    
 536,700

    
  —

    
 1,975,185

    
 2,748,910

    
  —

    
 368,773

   
  5,629,568

   

 

 
 

2022 

    
 534,737

    
 101,292

    
 1,691,178

    
  405,166

    
  —

    
  48,730

   
  2,781,103

 

Andrew M. Watterson
Chief Operating
Officer

   

 

 
 

2024 

    
 642,292

    
  —

    
 3,300,035

    
 1,210,460

    
  —

    
 311,696

   
  5,464,483

   

 

 
 

2023 

    
 575,000

    
  —

    
 2,232,006

    
 1,892,268

    
  —

    
 315,611

   
  5,014,885

   

 

 
 

2022 

    
 538,754

    
 110,535

    
 1,450,188

    
  442,140

    
  —

    
  47,694

   
  2,589,311

 

Linda B. Rutherford*(7)

Chief Administration
Officer

   

 

 

 

 

2024

 

 

 
    

 

 
 

539,583
 

    

 

 
 

—
 

    

 

 
 

2,200,024
 

    

 

 
 

726,908
 

    

 

 
 

—
 

    

 

 
 

52,652
 

   

 

 
 

3,519,167
 

 

Ryan C. Green*(7)

Executive Vice President &
Chief Transformation
Officer

   

 

 

 
 

 

2024

 
 

 

 
 
    

 

 
 

505,417
 

    

 

 
 

—
 

    

 

 
 

2,080,045
 

    

 

 
 

749,758
 

    

 

 
 

—
 

    

 

 
 

74,577
 

   

 

 
 

3,409,797
 

 

Gary C. Kelly**
Former Executive Chairman
of the Board

   

 

 
 

2024 

    
 475,000

    
  —

    
 3,800,035

    
 1,523,800

    
  —

    
 448,229

   
  6,247,064

   

 

 
 

2023 

    
 475,000

    
  —

    
 3,800,011

    
 4,337,688

    
  —

    
 446,279

   
  9,058,978

   

 

 
 

2022 

    
 509,375

    
 132,810

    
 3,624,972

    
  531,240

    
 141,026

    
 129,780

   
  5,069,203

 

Mark R. Shaw***
Former Executive Vice President & Chief
Legal & Regulatory Officer and Corporate
Secretary

   

 

 
 

2024 

    
 538,417

    
  —

    
 2,200,024

    
  816,407

    
  —

    
 197,853

   
  3,752,701

   

 

 
 

2023 

    
 494,400

    
  —

    
 1,845,634

    
 1,637,786

    
  —

    
 203,436

   
  4,181,256

   

 

 
 

2022 

    
 492,600

    
  82,941

    
 1,619,613

    
  331,763

    
  —

    
  46,659

   
  2,573,576

 
* Ms. Romo, Ms. Rutherford, and Mr. Green each resigned from their respective positions as executive officers of the Company effective April 1, 2025.
 

** Mr. Kelly retired from his position as Executive Chairman of the Board of the Company effective November 1, 2024, and transitioned to the position of Chairman
Emeritus.

 

*** Mr. Shaw resigned from his positions as Executive Vice President & Chief Legal & Regulatory Officer & Corporate Secretary of the Company effective June 1, 2024.
 

(1) The table below shows annual base salaries effective during 2023 and 2024. Differences between the annualized numbers and the salaries reported in the table
above reflect the fact that salary adjustments were not always in effect for the full year periods.
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Airlines, an annual deposit of 250,000 Rapid Rewards points to Ms. Rutherford’s Rapid Rewards account, Company paid physicals for Ms. Rutherford and her
spouse, and payment for an executive digital risk protection plan; and (viii) with respect to Mr. Kelly, perquisites include free travel on Southwest Airlines, an annual
deposit of 250,000 Rapid Rewards points to Mr. Kelly’s Rapid Rewards account, Company paid physicals for Mr. Kelly and his spouse, and the Company’s
reimbursement of all out-of-pocket expenses (including premiums and deductibles) that Mr. Kelly and/or his spouse incur under a Company medical benefit plan or
program in accordance with Mr. Kelly’s Amended 2022 Letter Agreement.

 

Name   

Company
401(k)
Match

($)   

Profit
Sharing

Contribution
($)   

401(a)(17)
Excess
Payout

($)   

Vesting of
Restricted

Cash Awards
($)    

Gross-Ups
($)   

PTO Payouts
($)   

Perquisites 
($) 

Robert E. Jordan    30,499    4,001    14,595      578,000    —    —    15,178
Tammy Romo    30,500    4,001    7,725      194,000    —    —    —
Andrew M. Watterson    30,500    4,001    9,195      268,000    —    —    —
Linda B. Rutherford    30,500    4,001    6,755      —    —    —    11,396

Ryan C. Green    23,000    4,001    5,909      41,667    —    —    —
Gary C. Kelly    30,500    4,001    —      395,833    —    —    17,895
Mark R. Shaw    30,500    4,001    —      81,667    2,184    79,501    —

 

(7) In accordance with SEC rules, 2024 was the first year for which Ms. Rutherford and Mr. Green were required to be included in the proxy statement executive
compensation tables.

CEO Pay Ratio
In accordance with the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) and the rules of the

SEC, the Company is providing the following information about the relationship of the median of the total annual compensation of all
Employees of the Company and the total annual compensation of Mr. Jordan, the Company’s CEO for 2024.

For 2024, the Company’s last completed fiscal year:
 

  •   the total annual compensation of the Company’s median Employee was $91,442;
 

  •   the total annual compensation of the Company’s CEO, as reported in the above Summary Compensation Table, was
$10,562,384; and

 

  •   based on this information, for 2024, the ratio of the total annual compensation of the Company’s CEO to the median
Employee’s total annual compensation was reasonably estimated to be 115.5 to 1 (the “2024 Pay Ratio”).

The Company calculated 2024 compensation for the median Employee using the same methodology used to calculate the total
annual compensation of the Company’s CEO, as reported in the above Summary Compensation Table.

To identify the median of the total annual compensation of all Employees of the Company, as well as to determine the annual total
compensation of the Company’s median Employee and its CEO, the Company took the following steps:
 

 
•   The Company determined that, as of October 10, 2024, its Employee population, for purposes of determining the median

Employee under the SEC’s rules, consisted of approximately 78,815 individuals, whether employed on a full-time, part-time,
or temporary basis.

 

  •   The Company used a consistently applied compensation measure to identify its median Employee by comparing the amount
of compensation reflected in its payroll records, as reported to the Internal Revenue Service (“IRS”) on Form W-2 for 2024.

 

 
•   The Company identified its median Employee by consistently applying this compensation measure to all of its Employees

included in its analysis. The Company did not make any cost of living adjustments in identifying the median Employee. The
Company annualized the compensation for its permanent Employees that were not employed for all of 2024.
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Pay Versus Performance Table
As required by Item 402(v) of Regulation S-K, the Company is providing the following information regarding the relationship between

executive compensation and the Company’s financial performance for each of the last five completed fiscal years. In determining the
“compensation actually paid” (“CAP”) to the Company’s named executive officers (“NEOs”), the Company is required to make various
adjustments to amounts that have been reported in the Summary Compensation Table (“SCT”), as the SEC’s valuation methods for this
Pay Versus Performance Table (“PVPT”) differ from those required in the SCT. The dollar amounts reported in each column (c) below
represent the amount of CAP to each principal executive officer (“PEO”), as computed in accordance with Item 402(v) of Regulation S-K.
The dollar amounts do not reflect the actual amount of compensation earned by or paid to the applicable PEO during the applicable year.
The dollar amounts reported in column (e) below represent the amount of average CAP to the non-PEO NEOs, as computed in
accordance with Item 402(v) of Regulation S-K. The dollar amounts do not reflect the actual amount of compensation earned by or paid to
the non-PEO NEOs during the applicable year.
 

   Fiscal
    Year     

SCT
Total for

First
PEO ($)         

SCT Total
for Second

PEO ($)         

CAP to
First PEO

($) (1) (3)          

CAP to
Second

PEO
($) (1) (3)         

Average
SCT

Total for
Non-PEO
NEOs ($)         

Average
CAP to

Non-PEO
NEOs
($) (2) (3)      

  

Value of $100
Investment

From 12/31/19
Based On:

    

Net
Income
($) (in

millions)    

Company
-Selected
Measure
Adjusted

ROIC
(After-
Tax)

(%) (5)      
TSR
($)   

Peer
Group
TSR
($) (4)

     (a)      (b)          (b)          (c)           (c)          (d)          (e)         (f)    (g)      (h)        (i)    

   2024      —          10,562,384           —           9,346,471         4,492,735          3,829,717        66    63          465          3.0   
   2023      —          9,307,298            —           8,542,469         5,971,172          5,374,278        55    63          465          5.7   
   2022      5,069,203         5,333,960            4,168,811          4,758,729         2,747,309          2,695,718        63    48          539          7.6   

   2021      5,819,756         —            6,016,459          —          3,143,196          3,170,562        80    74          977         (7.3)   

   2020      9,235,103         —           (2,617,790)          —          4,011,450           (430,772)        87    76      (3,074)       (23.2)   
 
(1) Reconciliation of Equity Component of CAP—PEOs.
 

  
    2024     2023     2022     2021     2020  
FIRST PEO (Gary C. Kelly) – SCT TOTALS    $—      $—    $ 5,069,203   $ 5,819,756   $ 9,235,103 
(Deduct):          

Fair value of equity awards granted during the year from the SCT    —      —      (3,624,972)     (3,945,578)     (7,125,017) 
Add (subtract) Equity Award Adjustments:    —      —        

Fair value at year end of equity awards granted during the year    —      —      2,701,479     3,631,118     2,918,765 
Change in fair value of equity awards granted in prior years that were unvested as of the
end of the year    —      —      (180,578)     (227,060)     (7,980,600) 
Change in fair value of equity awards granted in prior years that vested during the year    —      —      203,679     738,223     333,959 
Equity awards granted in prior years that were forfeited during the year    —      —      —      —      —  
Dividends or other earnings paid on equity awards during the year    —      —      —      —      —  

Total Equity Award Related Adjustments    —      —      2,724,580     4,142,281     (4,727,876) 
CAP TOTALS                  4,168,811     6,016,459     (2,617,790) 

                          
  
    2024     2023     2022     2021     2020  
SECOND PEO (Robert E. Jordan) – SCT TOTALS  $10,562,384   $ 9,307,298   $ 5,333,960     —      —  
(Deduct):          

Fair value of equity awards granted during the year from the SCT    (7,012,553)     (4,105,004)     (3,626,960)     —      —  
Add (subtract) Equity Award Adjustments:          

Fair value at year end of equity awards granted during the year    7,887,655     3,327,323     2,702,960     —      —  
Change in fair value of equity awards granted in prior years that were unvested as of the
end of the year    (2,482,295)     10,013     273,506     —      —  
Change in fair value of equity awards granted in prior years that vested during the year    391,280     2,840     75,263     —      —  
Equity awards granted in prior years that were forfeited during the year    —      —      —      —      —  
Dividends or other earnings paid on equity awards during the year    —      —      —      —      —  

Total Equity Award Related Adjustments    5,796,640     3,340,175     3,051,729     —      —  
CAP TOTALS    9,346,471     8,542,469     4,758,729     —      —  
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Grants of Plan-Based Awards in Fiscal 2024
The following table provides information with respect to grants of plan-based awards to the named executive officers in 2024.

 

Name

 

 
Estimated Possible Payouts

Under Non-Equity
Incentive Plan Awards   

Estimated Future Payouts
Under Equity

Incentive Plan Awards(2)  

 

All Other
Stock

Awards:
Number of
Shares of
Stock or

Units
(#)(3)   

 Grant Date 
Fair Value of

Stock
Awards

($)(4)   

 
 

Grant Date   

 
Threshold

($)   

 
Target

($)   

 
Maximum

($)   

 
Threshold

(#)   

 
Target

(#)   

 
Maximum

(#)  
Robert E. Jordan     —  (1)     N/A    1,650,000    3,300,000     —     —     —     —     — 

 

    1/31/2024      —     —     —     11,730    117,306     234,612     —     3,506,276 
 
      1/31/2024      —     —     —     —     —     —     117,306     3,506,276 
Tammy Romo     —  (1)     N/A     823,500    1,647,000     —     —     —     —     — 

 

    1/31/2024      —     —     —     4,591     45,919     91,838     —     1,372,519 
 
      1/31/2024      —     —     —     —     —     —     45,919     1,372,519 
Andrew M. Watterson     —  (1)     N/A     990,000    1,980,000     —     —     —     —     — 

 

    1/31/2024      —     —     —     5,520     55,203     110,406     —     1,650,018 
 
      1/31/2024      —     —     —     —     —     —     55,203     1,650,018 
Linda B. Rutherford     —  (1)     N/A     742,500    1,485,000     —     —     —     —     — 

 

    1/31/2024      —     —     —     3,680     36,802     73,604     —     1,100,012 
 
      1/31/2024      —     —     —     —     —     —     36,802     1,100,012 
Ryan C. Green     —  (1)     N/A     702,000    1,404,000     —     —     —     —     — 

 

    1/31/2024      —     —     —     3,479     34,795     69,590     —     1,040,023 
 
      1/31/2024      —     —     —     —     —     —     34,795     1,040,023 
Gary C. Kelly     —  (1)     N/A     950,000    1,900,000     —     —     —     —     — 

 

    1/31/2024      —     —     —     6,356     63,567     127,134     —     1,900,018 
 
      1/31/2024      —     —     —     —     —     —     63,567     1,900,018 
Mark R. Shaw     —  (1)     N/A     742,500    1,485,000     —     —     —     —     — 

 

    1/31/2024      —     —     —     3,680     36,802     73,604     —     1,100,012 
 
      1/31/2024      —     —     —     —     —     —     36,802     1,100,012 
 
(1) This row shows cash incentive awards granted under the Company’s STI Plan with respect to the performance period from January 1, 2024 through December 31,

2024. This row shows the potential amounts to be paid based on achievement at target and maximum performance levels. The potential payouts were performance-
driven and therefore completely at risk. The amount of the Compensation Committee determined payout for 2024, beginning at zero percent of the target payout, was
interpolated between performance targets. The business metrics and targets used to determine the amounts of the awards paid are described above under
“Compensation Discussion and Analysis.”

 
(2) The awards consist of performance-based RSUs granted under the Company’s Amended and Restated 2007 Equity Incentive Plan (the “2007 Equity Plan”) with

respect to the performance period from January 1, 2024 to December 31, 2026 (the “Performance Period”). The performance-based RSUs are scheduled to vest, if at
all, on February 21, 2027 (the “Vesting Date”), and are settleable in shares of common stock. These columns show the potential number of shares of common stock to
be paid out upon vesting of the performance-based RSUs for each named executive officer based on achievement at the threshold, target, and maximum
performance levels. The potential payouts are performance-driven and therefore completely at risk. The number of performance-based RSUs that will vest and the
number of shares of the Company’s common stock to be issued, if any, as of the Vesting Date will be determined based on the achievement of ROIC (after-tax) less
Excess Cash targets. The percentage of performance-based RSUs vesting will be interpolated between the ROIC (after-tax) less Excess Cash targets only after a
minimum ROIC (after-tax) less Excess Cash level has been achieved as follows:

 

2024-2026 ROIC (after-tax) less Excess Cash   
Number of Performance-Based RSUs Vesting and Settleable

in Common Stock as of the Vesting Date

8% or greater    Grant Amount x 10%

10%    Grant Amount x 100%

12%    Grant Amount x 150%

15%    Grant Amount x 200%
 
  In the event the Company’s ROIC (after-tax) less Excess Cash is greater than zero and its ROIC relative to a specified peer group exceeds the median ROIC of the

specified peer group, (i) the minimum number of performance-based RSUs that will vest pursuant to this award and the number of shares of the
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Company’s common stock to be issued as of the vesting date will be equal to the grant amount times 50 percent and (ii) in the event the Company’s relative ROIC
ranks highest in the Company’s peer group, the minimum number of performance-based RSUs that will vest pursuant to this award and the number of shares of the
Company’s common stock to be issued as of the vesting date will be equal to the grant amount times 100 percent. In the event the peer group qualifier applies, the
number of shares of the Company’s common stock to be issued as of the vesting date will be determined based on the Company’s relative position within the top half
of the peer group (i.e., rank-based interpolation).

 
  “ROIC (after-tax) less Excess Cash” means After-tax Adjusted Operating Income divided by Adjusted Average Invested Capital excluding Excess Cash.
 
  “After-tax Adjusted Operating Income” means Operating income (calculated in accordance with GAAP) as adjusted to reflect the impact to Operating Income from

(1) fuel contracts (net), (2) special items, as disclosed from time to time in the Company’s earnings release and filings with the SEC, (3) aircraft leases (net), and
(4) fuel hedge program expense, with each such adjustment tax affected as appropriate. For any individual year in which the After-tax Adjusted Operating Income is a
loss, it will be set at zero.

 
  “Adjusted Average Invested Capital” for an individual year in the three-year performance period means an average of the five most recent quarter end balances of

debt, net present value of aircraft leases, and equity adjusted for hedge accounting.
 
  “Excess Cash” means the average annual cash and cash equivalents and short-term investments balances in excess of $6.0 billion, which is subtracted from the

Adjusted Average Invested Capital in each period’s ROIC calculation.
 
  ROIC (after-tax) less Excess Cash for the entire performance period will be the average of the ROIC (after-tax) less Excess Cash of the three individual years within

the performance period.
 
  For purposes of the ROIC (after-tax) less Excess Cash calculation, the assumed federal tax rate is 24 percent. In the event of a change in the corporate tax rate that

the Committee deems to significantly impact the Company’s ROIC (after-tax) less Excess Cash results, the Committee shall have the authority to adjust the ROIC
(after-tax) less Excess Cash calculation in its sole discretion.

 
(3) The awards consist of RSUs granted under the 2007 Equity Plan. The RSUs are settleable in shares of common stock and are scheduled to vest with respect to

one-third of the shares covered thereby annually, which vesting began on February 21, 2025. The Company does not pay dividends on unvested RSUs.
 
(4) The values included in this column represent the grant date fair value of these awards computed in accordance with FASB ASC Topic 718 determined without regard

to forfeitures. The assumptions used in calculating the values for fiscal 2024 are included in Note 9 to the Company’s financial statements included in its Annual
Report on Form 10-K for the fiscal year ended December 31, 2024.

Outstanding Equity Awards at Fiscal 2024 Year-End
The following table provides information with respect to RSUs (including performance-based RSUs) held by the named executive

officers as of December 31, 2024. RSUs (including performance-based RSUs) were the only types of equity awards outstanding for the
named executive officers at fiscal 2024 year-end.
 

    

 
Stock Awards

   Name   

Number of
Shares or Units of

Stock That
Have Not
Vested

(#)(1)
 

Market Value of
Shares or Units of

Stock That Have Not
Vested
($)(2)

  

Equity Incentive Plan
Awards: Number of
Unearned Shares,

Units or Other Rights
That Have Not

Vested
(#)(3)

 

Equity Incentive
Plan Awards: Market
or Payout Value of
Unearned Shares,

Units or Other Rights
That Have Not

Vested
($)(2)

Robert E. Jordan       189,158  (4)       6,359,492       17,490  (5)       588,014

Tammy Romo        79,993  (6)       2,689,365        7,362  (7)       247,510

Andrew M. Watterson        89,457  (8)       3,007,544        8,652  (9)       290,880

Linda B. Rutherford        67,196  (10)       2,259,130        6,486  (11)       218,059

Ryan C. Green        51,845  (12)       1,743,029        5,847  (13)       196,576

Gary C. Kelly       132,547  (14)       4,456,230       11,688  (15)       392,951

Mark R. Shaw        69,004  (16)       2,319,914        6,270  (17)       210,797
 
(1) The awards consist of RSUs that are settleable in shares of common stock, including RSUs acquired upon the satisfaction of performance criteria underlying an

award of performance-based RSUs for the performance period from January 1, 2022 to December 31, 2024.
 
(2) Market value is computed by multiplying the number of RSUs or performance-based RSUs by $33.62, which was the closing price per share of the Company’s

common stock on December 31, 2024 on the NYSE.
 
(3) The awards consist of performance-based RSUs that are settleable in shares of common stock, including (i) performance-based RSUs that were granted on

February 1, 2023 with respect to the performance period from January 1, 2023 to December 31, 2025, and that are scheduled to vest on February 21, 2026; and
(ii) performance-based RSUs that were granted on January 31, 2024, with respect to the performance period from January 1, 2024 to December 31, 2026, and that
are scheduled to vest on February 21, 2027. In accordance with SEC rules, the number of performance-based RSUs from the 2023 grant represents the threshold
number of performance-based RSUs that may vest on the February 21, 2026 vesting date and the number of
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performance-based RSUs from the 2024 grant represents the threshold number of performance-based RSUs that may vest on the February 21, 2027 vesting date.
The potential payouts are performance-driven and therefore completely at risk. The number of shares of the Company’s common stock to be issued, if any, as of the
February 21, 2026 vesting date will be determined based on (i) the Company’s achievement ROIC (after-tax) less Excess Cash for the performance period from
January 1, 2023 through December 31, 2025; and (ii) the Company’s ROIC for the same performance period, but in relation to the Company’s peers. The number of
shares of the Company’s common stock to be issued, if any, as of the February 21, 2027 vesting date will be determined based on (i) the Company’s achievement of
ROIC (after-tax) less Excess Cash for the performance period from January 1, 2024 through December 31, 2026; and (ii) the Company’s ROIC for the same
performance period, but in relation to the Company’s peers.

 
(4) Of these RSUs, (i) 91,752 vested on February 21, 2025; (ii) 58,304 are scheduled to vest on February 21, 2026; and (iii) 39,102 are scheduled to vest on February 21,

2027.
 
(5) Of these performance-based RSUs, the threshold number that may vest on February 21, 2026 is 5,760; and the threshold number that may vest on February 21, 2027

is 11,730.
 
(6) Of these RSUs, (i) 40,142 vested on February 21, 2025; (ii) 24,545 are scheduled to vest on February 21, 2026; and (iii) 15,306 are scheduled to vest on February 21,

2027.
 
(7) Of these performance-based RSUs, the threshold number that may vest on February 21, 2026 is 2,771; and the threshold number that may vest on February 21, 2027

is 4,591.
 
(8) Of these RSUs, (i) 42,215 vested on February 21, 2025; (ii) 28,841 are scheduled to vest on February 21, 2026; and (iii) 18,401 are scheduled to vest on February 21,

2027.
 
(9) Of these performance-based RSUs, the threshold number that may vest on February 21, 2026 is 3,132; and the threshold number that may vest on February 21, 2027

is 5,520.
 
(10) Of these RSUs, (i) 33,307 vested on February 21, 2025; (ii) 21,622 are scheduled to vest on February 21, 2026; and (iii) 12,267 are scheduled to vest on February 21,

2027.
 
(11) Of these performance-based RSUs, the threshold number that may vest on February 21, 2026 is 2,806; and the threshold number that may vest on February 21, 2027

is 3,680.
 
(12) Of these RSUs, (i) 20,756 vested on February 21, 2025; (ii) 19,491 are scheduled to vest on February 21, 2026; and (iii) 11,598 are scheduled to vest on February 21,

2027.
 
(13) Of these performance-based RSUs, the threshold number that may vest on February 21, 2026 is 2,368; and the threshold number that may vest on February 21, 2027

is 3,479.
 
(14) Of these RSUs, (i) 72,394 vested on February 21, 2025; (ii) 38,964 are scheduled to vest on February 21, 2026; and (iii) 21,189 are scheduled to vest on February 21,

2027.
 
(15) Of these performance-based RSUs, the threshold number that may vest on February 21, 2026 is 5,332; and the threshold number that may vest on February 21, 2027

is 6,356.
 
(16) Of these RSUs, (i) 35,837 vested on February 21, 2025; (ii) 20,900 are scheduled to vest on February 21, 2026; and (iii) 12,267 are scheduled to vest on February 21,

2027.
 
(17) Of these performance-based RSUs, the threshold number that may vest on February 21, 2026 is 2,590; and the threshold number that may vest on February 21, 2027

is 3,680.

Option Exercises and Stock Vested During Fiscal 2024
The following table provides information with respect to stock awards vested for the named executive officers during 2024. None of

the named executive officers had stock options outstanding during 2024.
 

    

 
Stock Awards

   Name   

Number of Shares
Acquired on Vesting

(#)   

Value Realized
on Vesting

($)(1)

Robert E. Jordan       69,130       2,387,750

Tammy Romo       51,530       1,779,846

Andrew M. Watterson       56,736       1,959,661

Linda B. Rutherford       19,733        681,578

Ryan C. Green       13,279        458,657

Gary C. Kelly       79,394       2,742,269

Mark R. Shaw       57,216       1,976,241
 
(1) Calculated by multiplying the number of shares acquired upon the February 21, 2024 vesting of RSUs and/or performance-based RSUs by $34.54, the closing price of

the Company’s common stock on February 21, 2024.
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Nonqualified Deferred Compensation in Fiscal 2024
As discussed above under “Compensation Discussion and Analysis – Retirement and Related Benefits,” the Company maintains a

Retirement Savings Plan that resulted from the merger of the Company’s tax-qualified 401(k) plan and profit sharing plan for its eligible
Employees. The Retirement Savings Plan for non-Pilot Employees provides for a Company match on non-Pilot Employee 401(k)
contributions. As discussed in more detail above under “Compensation Discussion and Analysis – Retirement and Related Benefits,” the
Retirement Savings Plan also provides for a discretionary annual Company profit sharing contribution to Employee accounts equal to an
amount determined by the Board in its sole discretion. The Company also sponsors a Pilots’ 401(k) plan pursuant to which each eligible
Pilot received a fully-vested non-elective Company contribution equal to 15.0 percent of such Pilot’s eligible compensation for 2024,
whether or not the Pilot made his or her own contributions to the plan. This non-elective Company contribution increased to 17.0 percent
effective February 20, 2024, per the newly ratified Southwest Pilots’ Association contract. Further, beginning January 1, 2024, the
Company accrues pay credits equaling one percent of Pilots’ eligible wages, which the Company contributed to a qualified cash balance
plan it established in August 2024. The Company plans to seek IRS approval to credit amounts above the Code Section 415(c) limitations
to the cash balance plan, as well. The Company is expected to begin crediting these amounts after it receives approval to do so from the
IRS, which the Company anticipates will occur in 2025. The cash balance accounts will accrue interest credits, which are tied to the
performance of a market-based benchmark, targeting a 40 percent equity and 60 percent bond mix. Employees in the following
workgroups receive non-elective contributions plus a dollar-for-dollar match, which combined equals up to 9.3 percent of their eligible
income: Customer Service Agents, Customer Representatives, and Source of Support Representatives represented by the International
Association of Machinists and Aerospace Workers, and Material Specialists represented by the International Brotherhood of Teamsters.

The Company also offers a non-qualified excess benefit plan. This plan enables eligible Employees to defer Company contributions
(“excess amounts”) that cannot be contributed to the 401(k) or profit sharing plans due to the qualified plan contribution limits of
Section 415(c) of the Internal Revenue Code. The plan only allows contributions above the Code Section 415(c) limits and prohibits other
Employee contributions to the plan. Under the excess benefit plan, Employees, including the named executive officers, with excess
amounts of at least $1,000 may defer payment of their excess amounts. Employees are immediately 100 percent vested in their benefits
under the excess benefit plan; however, the benefits are unsecured obligations of the Company in the event of its bankruptcy or
insolvency. Before the beginning of each plan year, participants may select a rate of return to apply to the amounts to be deferred to the
excess benefit plan for the upcoming plan year. In 2024, the excess benefit plan allowed participants to select a rate of return equal to
returns in one or more of the following investment options:
 

Fund Name      Ticker     
2024 Rate of

Return     
Vanguard Target Retirement Income Fund         VTINX         6.58%       
Vanguard Target Retirement 2020 Fund        VTWNX         7.75%       
Vanguard Target Retirement 2025 Fund         VTTVX         9.44%       
Vanguard Target Retirement 2030 Fund         VTHRX        10.64%       
Vanguard Target Retirement 2035 Fund         VTTHX        11.78%       
Vanguard Target Retirement 2040 Fund         VFORX        12.88%       
Vanguard Target Retirement 2045 Fund         VTIVX        13.91%       
Vanguard Target Retirement 2050 Fund         VFIFX        14.64%       
Vanguard Target Retirement 2055 Fund         VFFVX        14.64%       
Vanguard Target Retirement 2060 Fund         VTTSX        14.63%       
Vanguard Target Retirement 2065 Fund         VLXVX        14.62%       
Vanguard Target Retirement 2070 Fund         VSVNX        14.59%       
Vanguard Institutional Index Fund Institutional Plus Shares         VIIIX        24.99%       
Payden Absolute Return Bond Fund SI Class         PYAIX         7.79%       
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The following table provides information with respect to nonqualified deferred compensation earned by the named executive officers
for 2024.
 

         

 
Nonqualified Deferred Compensation for Fiscal 2024

   

   Name    Plan   

Executive
Contributions

in Last
Fiscal Year

($)
  

Southwest
Contributions

in Last
Fiscal Year

($)
  

Aggregate
Earnings
in Last

Fiscal Year
($)

 

Aggregate
Withdrawals/
Distributions

in Last
Fiscal
Year
($)

  

Aggregate
Balance at

December 31,
2024
($)

    

Robert E. Jordan    Excess Benefit Plan       —       —      109,588  (1)      —       548,411  (2)    

Tammy Romo    —       —       —       —       —       —     

Andrew M. Watterson    —       —       —       —       —       —     

Linda B. Rutherford    Excess Benefit Plan       —       —       32,088  (1)                201,089  (3)    

Ryan C. Green    —       —       —       —       —       —     

Gary C. Kelly    Prior Letter Agreement       —       —      154,125  (1)      —      3,497,414  (4)    

   Excess Benefit Plan       —       —       6,241  (1)      —       87,659  (5)    
 

   SMC Deferred Compensation Plan      —       —      603,274  (1)      —      8,422,867  (6)    

Mark R. Shaw    —       —       —       —       —       —     
 
(1) None of these earnings were above-market or preferential. Therefore, no portion of this amount has been reported as compensation to the named executive officer for

the last completed fiscal year in the Summary Compensation Table.
 
(2) Of this amount, $113,111 has been required to be reported as compensation to Mr. Jordan in the Summary Compensation Table for previous years.
 
(3) None of this amount has been required to be reported as compensation to Ms. Rutherford in the Summary Compensation Table for previous years.
 
(4) Of this amount, $2,366,550 has been required to be reported as compensation to Mr. Kelly in the Summary Compensation Table for previous years.
 
(5) None of this amount has been required to be reported as compensation to Mr. Kelly in the Summary Compensation Table for previous years.
 
(6) Of this amount, $6,110,634 has been required to be reported as compensation to Mr. Kelly in the Summary Compensation Table for previous years.

Potential Payments Upon Termination or Change-in-Control

Executive Service Recognition Plan Executive Employment Agreements
In 1987, the Board of the Company established Executive Service Recognition Plan Executive Employment Agreements (as

amended, the “executive change-in-control agreements”). Each named executive officer is, and was during 2024, party to an executive
change-in-control agreement with the Company. Although these agreements are titled “Employment Agreements,” their terms can only be
invoked in the event of a change-in-control of the Company, and they do not provide for any incremental compensation to be paid to the
named executive officers unless, subsequent to a change-in-control, an executive’s employment is terminated other than for cause or
disability, or the executive resigns for good reason.

The executive change-in-control agreements provide that, in the event of a change-in-control of the Company, the Company agrees
to continue to employ the executives, and the executives agree to remain in the employ of the Company, for one year after the occurrence
of the change-in-control (the “Employment Year”). In such event, the executives would continue to be entitled to a base salary in an
amount at least equal to the highest salary received by them during the preceding 12-month period. In addition, for any fiscal year that
ends during the Employment Year, they would continue to be entitled to an annual bonus in an amount at least equal to the highest bonus
(the “Change-in-Control Bonus Amount”) paid or payable to them in respect of either of the two fiscal years immediately prior to the fiscal
year in which the change-in-control has occurred. If, during the Employment Year, an executive’s employment is terminated other than for
cause or disability, or the executive resigns for good reason, then the executive is entitled to a lump sum payment equal to:
 

 
(a) a bonus, the maximum amount of which would be equal to the annual bonus paid to the executive for the last full fiscal year of

the Company prior to the fiscal year of the date of termination, but which would be prorated to reflect the actual portion of the
year during which the executive has been employed;

 

  (b) an amount equal to the executive’s annual base salary in effect at the time of notice of termination; and
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Fiscal 2024 Director Compensation
The following table provides information with respect to compensation earned by the non-Employee members of the Board for the

year ended December 31, 2024.
 

Name     

Fees Earned or
Paid in Cash

($)     

Stock
Awards

($)(1)     

All Other
Compensation

($)     
Total
($)     

Lisa M. Atherton          75,114        170,008         —        245,122      

David W. Biegler(2)
        220,847        170,008        226,128(3)         616,983      

J. Veronica Biggins(2)
        198,388        170,008         75,000(4)         443,396      

Roy Blunt(2)
        172,186(5)         170,008         —        342,194      

Pierre R. Breber          19,315        127,510         —        146,825      
Douglas H. Brooks         119,753        170,008         —        289,761      

Eduardo F. Conrado         125,500(5)         170,008         —        295,508      

William H. Cunningham(2)
        239,563        170,008        279,023(6)         688,594      

C. David Cush          18,644        127,510         —        146,154      
Sarah E. Feinberg          18,493        127,510         —        146,003      
Robert L. Fornaro(7)

         28,014        127,510        203,167(8)         358,691      
Rakesh Gangwal          85,767        170,018         —        255,785      

Thomas W. Gilligan(2)
        206,038        170,008         35,000(4)         411,046      

David J. Grissen          20,959        127,510         —        148,469      

David P. Hess         159,743        170,008         —        329,751      
Elaine Mendoza         230,500        170,008         —        400,508      
John T. Montford(9)

         72,104         —        242,062(10)         314,166      
Christopher P. Reynolds         192,288        170,008         —        362,296      

Ron Ricks(9)
         79,820         —        275,000(11)         354,820      

Gregg A. Saretsky          23,877        127,510         —        151,387      

Jill Soltau(2)
        271,943        170,008         —        441,951      

Patricia A. Watson          18,082        127,510         —        145,592      
 
(1) Awards consist of shares of common stock for each of the Company’s non-Employee members of the Board. Each non-Employee member of the Board on May 15,

2024, received 6,122 shares of common stock. Mr. Gangwal, who did not join the Board until July 7, 2024, received 6,311 shares of common stock on July 31, 2024.
Mr. Fornaro, who did not join the Board until September 26, 2024, received 4,011 shares of common stock on November 21, 2024. Mr. Breber, Mr. Cush,
Ms. Feinberg, Mr. Grissen, Mr. Saretsky, and Ms. Watson, each of whom did not join the Board until November 1, 2024, also received 4,011 shares of common stock
on November 21, 2024. The values included in this column represent the grant date fair value of these awards computed in accordance with FASB ASC Topic 718.
Each amount is equal to the number of shares of common stock multiplied by the closing price of the Company’s common stock on the applicable date of the grant,
which was $27.77, $26.94, and $31.79, on May 15, 2024, July 31, 2024, and November 21, 2024, respectively.

 
(2) Resigned from the Board effective 11:59 p.m. Central Time on November 1, 2024. The Company’s practice is to pay annual Board and committee membership cash

retainer fees for the July 1 to June 30 time period, and as such, the amount shown reflects the Director receiving his or her full cash retainer fees for the July 2024
through June 2025 term.

 
(3) Consists of (i) a retirement payment of $75,000 pursuant to the Company’s Amended and Restated Severance Plan for Directors (the “Severance Plan for Directors”)

and (ii) a payout of $151,128 under the Company’s Outside Director Incentive Plan. Through May 2009, non-Employee members of the Board received annual grants
of performance shares pursuant to the Company’s Outside Director Incentive Plan, which terminated effective March 18, 2010, with respect to future grants. Pursuant
to the terms of the Outside Director Incentive Plan, on the 30th calendar day following the date on which Mr. Biegler ceased to serve as a Director of the Company, he
became entitled to an amount in cash equal to the average fair market value of the Company’s common stock during the 30 days preceding his last date of service
multiplied by the 5,000 performance shares then held by him.

 
(4) Amount was paid pursuant to the Severance Plan for Directors.
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 Audit Committee Report
 

The Audit Committee has reviewed and discussed with management the audited financial statements of the Company for the year
ended December 31, 2024. In addition, the Audit Committee has discussed with Ernst & Young LLP, the Company’s independent auditors,
the matters required to be discussed by the applicable requirements of the Public Company Accounting Oversight Board (“PCAOB”) and
the SEC.

The Audit Committee has also received the written disclosures and the letter from Ernst & Young required by applicable requirements
of the PCAOB regarding Ernst & Young’s communications with the Audit Committee concerning independence, and has discussed with
Ernst & Young its independence.

Based on the foregoing review and discussions and relying thereon, the Audit Committee recommended to the Company’s Board of
Directors that the audited financial statements be included in the Company’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2024.

AUDIT COMMITTEE

Douglas H. Brooks, Chair
Pierre R. Breber
Eduardo F. Conrado
David J. Grissen
Elaine Mendoza
Gregg A. Saretsky
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PROPOSAL 2
Advisory Vote to Approve the Compensation
of the Company’s Named Executive Officers

 

In accordance with the Dodd-Frank Act, as well as Section 14A of the Exchange Act, and the rules promulgated thereunder, the
Company is providing its Shareholders with the opportunity to cast a non-binding advisory vote on a resolution to approve the
compensation of the Company’s named executive officers as disclosed in this Proxy Statement (the “Say-on-Pay Resolution”). This vote is
not intended to address any specific element of compensation, but instead is intended to address the overall compensation of the named
executive officers as disclosed in this Proxy Statement.

As discussed in greater detail above under “Compensation of Executive Officers — Compensation Discussion and Analysis,” the
Board and its Compensation Committee believe the compensation of the Company’s named executive officers for 2024 was reasonable
and appropriate for the following reasons, among many others:
 

 

•   The named executive officer compensation structure for 2024 reflects the Compensation Committee’s goal to balance the
following objectives: (i) providing fair pay for performance, while maintaining a view from the perspective of the Company’s
Shareholders; and (ii) retaining talent, while treating Employees consistently to the extent feasible. To link pay to performance
and Shareholder interests, the Compensation Committee tied 100 percent of each named executive officer’s short-term
incentive compensation opportunity to pre-established performance metrics. In establishing 2024 performance metrics and
related targets, the Compensation Committee focused on financial, Customer, and operational performance as well as
achievement of the Company’s major initiatives. In the Compensation Committee’s view, the resulting short-term incentive
payouts for 2024 were fairly and appropriately aligned with Shareholder interests, as discussed in more detail above in
“Compensation Discussion and Analysis – Determination of 2024 Executive Compensation; Analysis of Compensation
Elements.” The named executive officers’ long-term incentive awards, which were granted in February 2024, reflected the
Compensation Committee’s belief that long-term incentive awards, including equity, should constitute a strong component of
overall compensation in order to (i) align a significant percentage of the named executive officers’ compensation opportunities
with the interests of the Company’s Shareholders; (ii) serve as a performance-based method to provide appropriate total
compensation opportunities relative to market, while also serving as a retention mechanism; and (iii) provide a sufficient
percentage of total pay at risk when combined with short-term incentive compensation. Additional detail regarding the
Compensation Committee’s rationale for its short-term incentive and long-term incentive determinations is provided above
under “Compensation Discussion and Analysis – Determination of 2024 Executive Compensation; Analysis of Compensation
Elements.”

 

  •   During 2024, the Company provided minimal perquisites to the named executive officers.
 

  •   During 2024, none of the named executive officers, other than Mr. Kelly, was party to an employment contract with the
Company.

 

 

•   The Compensation Committee has adopted the Clawback Policy, pursuant to which, to the extent permitted by governing law,
the Compensation Committee shall (unless determined to be impracticable) take reasonably prompt action to recoup
executive officers’ erroneously awarded incentive-based compensation in the event the Company is required to restate its
publicly reported financial statements due to material noncompliance with any financial reporting requirements.

 

 

•   None of the named executive officers has a severance arrangement related to termination of employment other than in
connection with a change-in-control, and the change-in-control arrangements are “double trigger” in that they require both a
change-in-control and termination of employment prior to any payout. Further, the Board has adopted a limitation on
severance payments within the Company’s Corporate Governance Guidelines.
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 PROPOSAL 3
 Ratification of the Selection of Independent
  Auditors
 

The firm of Ernst & Young LLP, independent auditors, has been selected by the Audit Committee to serve as the Company’s
independent auditors for the fiscal year ending December 31, 2025. Shareholder ratification of the selection of Ernst & Young LLP as the
Company’s independent auditors is not required by the Company’s bylaws or otherwise. However, the Board is submitting the selection of
Ernst & Young LLP to the Shareholders for ratification as a matter of good corporate practice. If the Shareholders fail to ratify the selection,
the Audit Committee will reconsider whether or not to retain Ernst & Young LLP. Even if the selection is ratified, the Audit Committee, in its
discretion, may direct the selection of a different independent registered public accounting firm at any time during the year if the Audit
Committee believes this change would be in the best interests of the Company and its Shareholders.

Vote Required
Provided a quorum is present at the meeting, the affirmative vote of the holders of a majority of the shares entitled to vote on, and

voted for or against, this proposal is required to approve, on an advisory basis, this proposal.

Recommendation of the Board of Directors
 

     
 

 
The Board of Directors unanimously recommends a vote FOR
this proposal.
 

Proxies solicited by the Board of Directors will be so voted unless Shareholders specify a different choice.

Relationship with Independent Auditors
Ernst & Young LLP has served as the Company’s independent auditors since the inception of the Company. A representative of Ernst

& Young LLP is expected to be present at the Annual Meeting and will have the opportunity to make a statement if he or she 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 LLP in 2024 and 2023:
 

Year    Audit Fees(1)  
Audit-Related

Fees    Tax Fees  
All Other
Fees(4)    Total Fees 

2024    $2,774,701    $—    $ 133,005(2)  $7,675    $2,915,381 

2023    $2,477,550    $—    $ 280,885(3)  $6,688    $2,765,123 
 
(1) Includes fees for the annual audit of the Company’s financial statements and internal controls over financial reporting, quarterly reviews, SEC registration statements,

accounting and financial reporting consultations, research work regarding Generally Accepted Accounting Principles, and the annual passenger facility charge audit.
 
(2) Includes services for tax compliance, tax advice, and tax planning.
 
(3) Includes services for tax compliance, tax advice, and tax planning. Services included a review of the 2022 federal income tax return, state tax consulting, and a

CARES ACT Employee Retention Credit study.
 
(4) Consists of fees for other permitted advisory services and products, including Ernst & Young LLP subscriptions.

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 auditors during 2024 were pre-approved by the Audit Committee or by its Chairman
pursuant to his delegated authority.
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 PROPOSAL 4
 Shareholder Proposal—Support Improved
  Clawback Policy Regarding Unearned
  Executive Pay
 

The Company has been notified by Mr. John Chevedden that the following proposal is to be presented for consideration at the
Annual Meeting. This proposal will be voted on if it is properly presented at the Annual Meeting. The Company will provide to any
Shareholder, promptly upon receipt of the Shareholder’s written or oral request, the name and address of the proponent of this proposal
and the number of shares of the Company’s common stock held by the proponent of this proposal.

The Company is not responsible for the content of this Shareholder proposal, including the
supporting statement and the checkmark graphic.

Proposal 4 – Support Improved Clawback Policy regarding Unearned Executive Pay
 

Shareholders ask the Board of Directors to amend the Company Policy on recoupment of incentive pay to apply to the each Named
Executive Officer and to state that conduct or negligence—not merely misconduct—shall trigger mandatory application of that policy. Also
the Board shall report to shareholders in each annual meeting proxy the results of any deliberations regarding the policy, including the
Board’s reasons for not applying the policy after specific deliberations conclude, about whether or not to cancel or seek recoupment of
unearned compensation paid, granted or awarded to NEOs under this policy.

This improved clawback policy shall at least be included in the Governess Guidelines of the Company or similar document and be
easily accessible on the Company website.

The current Clawback Policy is incomplete and can be difficult for shareholders to access.

Wells Fargo offers a prime example of why Southwest Airlines needs a stronger policy. After 2016 Congressional hearings, Wells
Fargo agreed to pay $185 million to resolve claims of fraudulent sales practices. The Wells Fargo Board then moved to claw back
$136 million from 2 top executives. Wells Fargo unfortunately concluded that the CEO had only turned a blind eye to the practice of
opening fraudulent accounts and thus failed to attempt any clawback and left $136 million on the table.

At minimum this proposal alerts Southwest Airlines shareholders that Southwest Airlines executives can now be richly rewarded even
when they are negligent. This is the wrong incentive for Southwest Airlines executives at a time when the best incentives for Southwest
Airlines executives should be adopted.

Please vote yes:
Support Improved Clawback Policy regarding Unearned Executive Pay - Proposal 4
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Other Matters
 

This Proxy Statement is being furnished in connection with the solicitation of proxies by and on behalf of the Board for use at the
Annual Meeting to be held on May 14, 2025, at approximately 10:00 am Central Daylight Time at
www.virtualshareholdermeeting.com/LUV2025, or at any such other time and place to which the meeting may be adjourned or postponed.
References in the proxy materials to the “Annual Meeting” also refer to any adjournments, postponement, or changes in location of the
Annual Meeting, to the extent applicable.

About the Annual Meeting
Admission. To participate in the meeting, visit www.virtualshareholdermeeting.com/LUV2025 and enter your 16-digit control number

included in your proxy materials. Online login will begin at 9:45 a.m., Central Daylight Time. Please allow time for online login procedures.

Questions. Once logged in to the virtual meeting website, Shareholders may submit questions for the Annual Meeting through that
site. Questions will be addressed as time permits and may be grouped, summarized, and answered together if related. If a question posed
is not addressed during the Annual Meeting, or if a Shareholder has a question or remark not related to an agenda item, such matters may
be raised after the Annual Meeting by contacting our Investor Relations Department at (214) 792-4415. Additional rules and procedures
relating to the submission of questions and how questions will be addressed can be found in the Rules of Conduct for the Annual Meeting,
which will be posted and available for review upon login to the virtual meeting website.

Technical Support. If you encounter any difficulties accessing the virtual Annual Meeting during login or during the meeting, please
contact the phone number found on the login page at www.virtualshareholdermeeting.com/LUV2025.

Internet Availability of Proxy Materials
The Company has chosen to take advantage of the “Notice and Access” rules adopted by the SEC, which allow public companies to

deliver a Notice of Internet Availability of Proxy Materials (“Notice of Internet Availability”) and provide internet access to the proxy
materials and annual report to their stockholders. In lieu of paper copies of the Proxy Statement and other materials, many Shareholders
will receive a Notice of Internet Availability containing instructions on how to access the proxy materials and Annual Report and vote
online. Please follow the instructions on the Notice of Internet Availability for requesting paper or e-mail copies of the proxy materials and
Annual Report. If you requested to receive proxy materials by e-mail in 2024, you will receive an e-mail containing instructions with links to
this year’s proxy materials, annual report, and to the proxy voting site. If you choose to receive future proxy materials by e-mail, you will
receive an e-mail next year with instructions with links to the proxy materials, annual report, and to the proxy voting site. Your election to
receive proxy materials by e-mail will remain in effect until you instruct otherwise. Choosing to receive your future proxy materials by
e-mail will save the Company the cost of printing and mailing documents to you.

Please do not return the Notice of Internet Availability. The Notice of Internet Availability is not a valid proxy.

Voting Procedures
A representative of Broadridge Financial Solutions, Inc. will tabulate votes and serve as Inspector of Election for the meeting. Each

Shareholder will be entitled to one vote for each share with respect to each matter to be voted on at the meeting. A “Shareholder of record”
is a person or entity who holds shares on the record date that are registered in such Shareholder’s name on the records of Southwest’s
transfer agent. A person or entity who holds shares through a broker, bank, or other nominee is considered a “beneficial owner” of the
shares. You may receive more than one set of proxy materials. This means your shares are held in more than one account. Please vote all
of your shares.
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Voting by Shareholders of Record. If you are a Shareholder of record, you may vote (i) through the Internet before the Annual
Meeting at www.proxyvote.com or during the Annual Meeting at www.virtualshareholdermeeting.com/LUV2025; (ii) by telephone from the
United States, using the number on the proxy card; or (iii) by completing and returning the proxy card. To help us keep our costs low,
please vote through the Internet, if possible. Shares represented by proxy will be voted during the meeting and may be revoked at any
time prior to the time at which voting closes during the meeting by (i) timely submitting a valid, later-dated proxy; (ii) delivering a written
notice of revocation to the Corporate Secretary of the Company; or (iii) voting online at the virtual meeting. Please note that attending the
meeting without casting a vote will not revoke any previously submitted proxy. If you properly complete and sign your proxy card, but do
not indicate how your shares should be voted on a matter, the shares represented by your proxy will be voted in accordance with the
recommendation of the Board.

Voting by Beneficial Owners. If you are a beneficial owner of shares, these proxy materials are being forwarded to you by your
broker (or bank or other nominee) who is considered the Shareholder of record of your shares. As the beneficial owner of the shares, you
are entitled to direct your broker as to how to vote your shares. You may so instruct your broker through the Internet or by telephone as
described in the applicable instructions your broker has provided with these proxy materials. You may also vote by completing the voting
instruction card the broker provides to you. To help us keep our costs low, please vote through the Internet, if possible. You may
change your vote by submitting new voting instructions to your broker in accordance with such broker’s procedures. If you provide voting
instructions to your broker, your shares will be voted as you direct. If you do not provide voting instructions, pursuant to the rules of the
NYSE, your broker may vote your shares only with respect to proposals as to which it has discretion to vote under the NYSE’s rules. For
any other proposals, the broker may not vote your shares at all, which is referred to as a “broker non-vote.” Please note that, in the
absence of your specific instructions as to how to vote, your broker may not vote your shares with respect to any of the
proposals included in this Proxy Statement except for Proposal 3 (Ratification of the Selection of Independent Auditors), so
please provide instructions to your broker regarding the voting of your shares. As the beneficial owner of shares, you are invited to
attend the meeting at www.virtualshareholdermeeting.com/LUV2025 by entering the 16-digit control number provided by your broker (or
bank or other nominee) and vote your shares online during the meeting.

In accordance with the Texas Business Organizations Code, a list of our Shareholders of record will be available and may be
inspected for a period of at least 10 days prior to the Annual Meeting. If you want to inspect the Shareholder list, call our Investor Relations
Department at (214) 792-4415 to schedule an appointment or request access.

Quorum; Effect of Abstentions and Broker Non-Votes
The presence at the meeting, online or by proxy, of the holders of a majority of the shares of the Company’s common stock entitled

to vote at the meeting is necessary to constitute a quorum. Shareholders at the close of business on March 18, 2025, are entitled to vote
at the meeting. As of that date, the Company had issued and outstanding 573,913,663 shares of common stock. Abstentions and broker
non-votes are each included in the determination of the number of shares present and entitled to vote at the meeting for purposes of
determining the presence or absence of a quorum for the transaction of business at the meeting; however, neither abstentions nor broker
non-votes are counted as voted either for or against a proposal and, as such, will not affect the outcome of the vote on any proposal. If
you are a beneficial owner of shares and do not provide voting instructions to your broker, your broker will only be entitled to vote your
shares in its discretion with respect to Proposal 3 (Ratification of the Selection of Independent Auditors). Your broker will not be able to
vote your shares in its discretion with respect to Proposals 1, 2, or 4, which will be referred to as a “broker non-vote” on those proposals.

Submission of Shareholder Proposals and Director Nominations
To permit the Company and its Shareholders to deal with Shareholder proposals and Shareholder director nominations in an

informed and orderly manner, SEC rules and the Company’s bylaws establish advance notice procedures. All notices must be submitted to
the Corporate Secretary of the Company (the “Corporate Secretary”) at: Southwest Airlines Co., Attn: Corporate Secretary, Legal
Department, HDK-4GC, P.O. Box 36611, Dallas, Texas 75235. A copy of the applicable bylaw provisions may be obtained, without charge,
upon written request to the Corporate Secretary at the same address.

Shareholder Proposals for Inclusion in 2026 Proxy Statement. Any Shareholder who wishes to submit a proposal for inclusion in the
Company’s Proxy Statement and Proxy relating to the 2026 Annual Meeting of Shareholders must comply with and follow the procedures
required by SEC Rule 14a-8. Such notice must be received by the Corporate Secretary no later than December 6, 2025.
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Shareholder Director Nominations for Inclusion in 2026 Proxy Statement. In accordance with the proxy access provisions in Article II,
Section 13 of the Company’s bylaws, any eligible Shareholder who wishes to have a nomination considered at the 2026 Annual Meeting
and included in the Company’s Proxy Statement must deliver a written notice (containing the information specified in the Company’s
bylaws) to the Corporate Secretary between November 6, 2025, and December 6, 2025 (subject to change if the 2026 Annual Meeting is
more than 30 days before or more than 60 days after the first anniversary date of this year’s annual meeting date).

Shareholder Proposals and Director Nominations for Presentation at the 2026 Annual Meeting But Not for Inclusion in 2026 Proxy
Statement. In accordance with the Company’s bylaws, a proposal or director nomination that is not intended to be included in the
Company’s Proxy Statement must be received by the Corporate Secretary between February 14, 2026, and March 16, 2026 (subject to
change if the 2026 Annual Meeting is more than 30 days before or more than 60 days after the first anniversary date of this year’s annual
meeting date) to be properly and timely submitted as business to come before the Company’s 2026 Annual Meeting of Shareholders. The
notice must contain the information specified in the Company’s bylaws. If the Company does not receive notice of a proposal between
February 14, 2026, and March 16, 2026, it will be considered “untimely,” and the proxy committee may properly use its discretionary
authority to vote for or against the proposal.

Shareholder Proxy Solicitation for Shareholder Director Nominees. Any Shareholder who intends to solicit proxies in support of any
director nominees must comply with the content requirements of SEC Rule 14a-19 (the SEC’s universal proxy rule) in addition to
complying with the earlier deadlines and requirements in the Company’s bylaws. Such proper written notice must be provided by the
Shareholder to the Corporate Secretary between February 14, 2026, and March 16, 2026 (subject to change if the 2026 Annual Meeting is
moved by more than 30 days from the first anniversary of this year’s annual meeting date).

Conduct of Meeting and Discretionary Authority
The Chair of the Board has broad responsibility and authority to conduct the annual meeting in an orderly and timely manner. This

authority includes establishing rules for the meeting. These rules will be available at www.virtualshareholdermeeting.com/LUV2025 on the
day of the meeting. The Chair of the Board may exercise broad discretion in determining the extent of discussion on each item of
business. Further, in the event a quorum is not present at the meeting, the Chair of the Board may adjourn the meeting in order to solicit
the required quorum.

In the event a quorum is present at the meeting, but sufficient votes to approve any of the items proposed by the Board have not
been received, the persons named as proxies may propose one or more adjournments of the meeting to permit further solicitation of
proxies. A Shareholder vote may be taken on one or more of the proposals in this Proxy Statement prior to such adjournment if sufficient
proxies have been received and it is otherwise appropriate. Any adjournment will require the affirmative vote of the holders of a majority of
those shares of common stock represented at the meeting online or by proxy. If a quorum is present, the persons named as proxies will
vote the proxies they have been authorized to vote on any other business properly before the meeting in favor of such an adjournment.

The Board does not know of any other matters that are to be presented for action at the meeting. However, if other matters properly
come before the meeting, it is intended that the enclosed Proxy will be voted in accordance with the judgment of the persons voting the
Proxy.

Householding
In some cases, only one copy of the Company’s Proxy Statement and Annual Report to Shareholders 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 at the address or phone number indicated on the first page of this Proxy Statement, the Company will promptly
deliver a separate copy of these documents to a Shareholder at a shared address to which a single copy has been delivered. A
Shareholder can notify the Company at Southwest Airlines Co., Attn: Corporate Secretary, P.O. Box 36611, Dallas, Texas 75235 or (214)
792-4000 if the Shareholder wishes to receive separate copies in the future. In addition, Shareholders sharing an address who are
currently receiving multiple copies may also notify the Company at such address or phone number if they wish to receive only a single
copy.
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Costs of Solicitation
The Company will pay the costs of solicitation of proxies by the Board. In addition to solicitation through distribution of these proxy

materials, 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 custodians’ nominees and fiduciaries to send proxies and proxy material to their principals. The
Company’s regular Employees will not be additionally compensated.

A copy of the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2024, including the financial
statements and the financial statement schedules, if any, but not including exhibits, will be provided at no charge to each person
to whom this Proxy Statement is delivered upon the written request of such person addressed to Southwest Airlines Co., Attn:
Investor Relations, HDQ-6IR, P.O. Box 36611, Dallas, Texas 75235.

By Order of the Board of Directors,
 

Rakesh Gangwal
Chair of the Board

April 4, 2025
 
 
84      Southwest Airlines 2025 Proxy Statement     





Table of Contents

 

 

APPENDIX A
 

Southwest Airlines Co. Audit and Non-Audit
Services Preapproval Policy
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.

For each preapproval, the Audit Committee will consider whether the services are consistent with the SEC’s and the Public Company
Accounting Oversight Board’s (the “PCAOB”) 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.

II. 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.

III. 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.

In addition to the annual Audit services engagement approved by the Audit Committee, the Audit Committee may grant general
preapproval to other Audit services, which are those services that only the independent auditor reasonably can provide. Other Audit
services may include services associated with SEC registration statements or other documents issued in connection with securities
offerings.
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