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SOUTHWEST AIRLINES CO.
FORM 10-Q
Part | - FINANCIAL INFORMATION
Item 1. Financial Statements
Southwest Airlines Co.
Condensed Consolidated Balance Sheet

(in millions)
(unaudited
September December
30, 31,
2011 2010
ASSETS
Current asset:
Cash and cash equivalel $ 1,01¢ $ 1,261
Shor-term investment 2,64( 2,271
Accounts and other receivabl 36¢ 19t
Inventories of parts and supplies, at ¢ 45¢ 243
Deferred income taxe - 214
Prepaid expenses and other current assets 11C 89
Total current asse 4,59/ 4,27¢
Property and equipment, at cc
Flight equipmen 15,45 13,99
Ground property and equipme 2,30z 2,12
Deposits on flight equipment purchase contracts 22¢ 23C
17,98 16,34
Less allowance for depreciation and amortization 6,14¢ 5,76¢
11,83¢ 10,57¢
Goodwill 97C -
Other assets 487 60€
$ 17,88 $ 15,46:
LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl $ 1,08: $ 73¢
Accrued liabilities 1,19: 863
Air traffic liability 2,05¢ 1,19¢
Current maturities of long-term debt 98€ 50&
Total current liabilities 5,32( 3,30
Long-term debt less current maturiti 3,22( 2,87¢
Deferred income taxe 1,85¢ 2,49:
Deferred gains from sale and leaseback of air 78 88
Other noi-current liabilities 92€ 465
Stockholders' equity
Common stocl 80¢ 80¢
Capital in excess of par vall 1,222 1,18:
Retained earning 5,251 5,39¢
Accumulated other comprehensive | (513 (262)
Treasury stock, at cost (289) (891)
Total stockholders' equity 6,48¢ 6,237

$ 17,88t $ 15,46

See accompanying note




OPERATING REVENUES:
Passenge

Freight

Other

Total operating revenut

OPERATING EXPENSES:
Salaries, wages, and bene

Fuel and oi

Maintenance materials and repz
Aircraft rentals

Landing fees and other rent;
Depreciation and amortizatic
Acquisition and integratio
Other operating expenses

Total operating expenses

OPERATING INCOME

OTHER EXPENSES (INCOME):
Interest expens

Capitalized interes

Interest incom:

Other (gains) losses, net
Total other expenses (income)

INCOME (LOSS) BEFORE INCOME TAXES
PROVISION (BENEFIT) FOR INCOME TAXES

NET INCOME (LOSS)

NET INCOME (LOSS) PER SHARE, BASIC
NET INCOME (LOSS) PER SHARE, DILUTED
WEIGHTED AVERAGE SHARES
OUTSTANDING:

Basic

Diluted

Cash dividends declared per common share

See accompanying note

Southwest Airlines Co.
Condensed Consolidated Statement of Operations
(in millions, except per share amounts)

(unaudited)
Three months endec Nine months endec
September 30, September 30,
2011 2010 2011 2010

$ 4012 $ 3,032 10,82¢ 8,54
35 31 103 94
262 12¢ 61€& 352
4,311 3,192 11,55( 8,99(
1,14¢ 93¢ 3,22¢ 2,74¢
1,58¢ 92¢ 4,15( 2,681
272 19¢€ 717 55€
a0 43 214 13E
257 21C 70E 60€
191 161 522 46¢
22 1 97 1
522 362 1,37: 1,02z
4,08¢ 2,837 11,00¢ 8,21¢
22F 35E 54¢ 772
50 43 143 12¢€
©) ©) (8 (19
(1) (2 (8) 9
40E (13) 351 13€
451 23 47¢ 24C
(22€) 332 68 532
(86) 127 42 204
$ (140 $ 20& 26 32¢
$ (0.1¢) $ 0.27 0.0z 0.44
$ (0.18) $ 0.27 0.0z 0.44
792 74¢€ 773 74E
792 747 774 74¢€
$ 0.004: $ 0.004¢ 0.013¢ 0.013¢




Southwest Airlines Co.
Condensed Consolidated Statement of Cash Flows

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss
Adjustments to reconcile net income (loss
cash provided by (used in) operating activit
Depreciation and amortizatic
Unrealized (gain) loss on fuel derivative instrumse
Deferred income taxe
Amortization of deferred gains on sale ¢
leaseback of aircra

Changes in certain assets and liabilities (excltlie effects of

acquired business

Accounts and other receivabl

Other current asse

Accounts payable and accrued liabilit
Air traffic liability

Cash collateral received from (provided
derivative counterpartie

Other, net

Net cash provided by (used in) operating activi

CASH FLOWS FROM INVESTING ACTIVITIES:
Payment to acquire AirTran, net of AirTran cashhand
Payments for purchase of property and equipmenh
Purchases of shterm investment
Proceeds from sales of short-term investments

Net cash used in investing activiti

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from Employee stock pl:
Proceeds from termination of interest r
derivative instrumer
Payments of lor-term debt and capital lease obligati
Payments of convertible de
Payment of credit line borrowir
Payments of cash dividen
Repurchase of common sta
Other, net

Net cash used in financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS AT
BEGINNING OF PERIOD

CASH AND CASH EQUIVALENTS
AT END OF PERIOD

CASH PAYMENTS FOR:
Interest, net of amount capitaliz
Income taxe:

SUPPLEMENTAL DISCLOSURE OF NONCASH TRANSACTIONS:

Fair value of equity consideration given to acqéind ran
Fair value of common stock issued for conversiodedit

(in millions)
(unaudited)

Three months endec

September 30,

Nine months endec

September 30,

2011 2010 2011 2010
(140 $ 20k 26 $ 32¢
191 161 52 46¢
39z (17) 274 171
(90) 20 33 96
©) ©) (10) (10)
11 42 (96) (66)
(42) 7 (180) (6)
(39) (5) 26€ 18¢
(92) (63) 48t 37¢
(409) 15 (429 15C

2 23 93 (40€)
(218 38¢E 98¢t 1,292
- - (35) -
(276) (100) (54€) (39¢)
(1,525) (1,157 (4,789 (4,337
1,664 93¢ 4,414 3,48¢
(137) (312) (957) (1,245
4 10 35 45

- - 76 -
(48) (39) (110 (123)
- - (81) -

- - - (44)
(3 3 (14) (13
(175) - (175) -
(2 1 4) 5
(224) (31) (277 (130
(579 42 (24E) (83
1,59¢ 98¢ 1,261 1,114
1,01¢ $ 1,031 1,01¢ $ 1,031
48 $ 33 13C $ 101
- $ 10% 5 $ 144

- $ - 522 $ -

- $ - 78 % -



See accompanying note




Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statement
(unaudited)

1. BASIS OF PRESENTATION

The accompanying unaudited Condensed Consolidatesh¢tal Statements of Southwest Airlines Co. dadubsidiaries (the “Companyt
“Southwest”) have been prepared in accordance with accountimgiples generally accepted in the United Statesiriterim financia
information and with the instructions to Form 10a@d Article 10 of Regulation 8- Accordingly, they do not include all of the anfmatior
and footnotes required by accounting principlesegeally accepted in the United States for complé@taricial statements. The unaud
Condensed Consolidated Financial Statements fantbem periods ended September 30, 2011 and R@lide all adjustments which are
the opinion of management, necessary for a faisgtion of the results for the interim period$is includes all normal and recurr
adjustments and elimination of significant intergamy transactions, but does not include all ofitfiermation and footnotes required
generally accepted accounting principles (“GAARSy complete financial statements. Financial ress@ibr the Company and airlines
general can be seasonal in nature. In many yémr€ompanys revenues, as well as its operating income anthoeme, have been bette
its second and third fiscal quarters than in itstfand fourth fiscal quarters. Air travel is alsignificantly impacted by general econo
conditions, the amount of disposable income avilab consumers, unemployment levels, and corpdratesl budgets. These and o
factors, such as the price of jet fuel in someqaks; the nature of the Compasyuel hedging program, the periodic volatilityafmmoditie:
used by the Company for hedging jet fuel, and #mguirements related to hedge accounting, haveetteand may continue to crei
significant volatility in the Company’s financiaésults. See Note 5 for further information on faeldl the Compang’ hedging prograr
Operating results for the three and nine monthe@r®@eptember 30, 2011 are not necessarily indecafithe results that may be expectec
the year ended December 31, 2011. For furthernmdition, refer to the Consolidated Financial Statets and footnotes thereto include
the Southwest Airlines Co. Annual Report on ForrrKUor the year ended December 31, 2010.

2. AIRTRAN ACQUISITION AND RELATED MATTERS

AirTran Holdings, Inc.

On May 2, 2011 (the “acquisition date”), the Compaxquired all of the outstanding equity of AirTrdieldings, Inc. (“AirTran Holdings),
the former parent company of AirTran Airways, IiftAirTran Airways”), in exchange for Southwest Aires Co. (“Southwest Airline3”
common stock and cash. Throughout this FornQlGhe Company makes reference to AirTran, whicimeant to be inclusive of t
following: (i) for periods prior to the acquisiticstate, AirTran Holdings and its subsidiaries, inldhg, among others, AirTran Airways; ¢
(i) for periods on and after the acquisition dad@;Tran Holdings, LLC, the successor to AirTranltiags, and its subsidiaries, includ
among others, AirTran Airways. AirTran Airways affescheduled airline services, using Boeing 717&ffaft (B717) and Boeing 737C
aircraft (B737), throughout the United States amddlect international locations. Approximatelyfladl AirTran Airways’ flights originate @
terminate at its largest hub in Atlanta, GeorgiaTAan Airways also serves a number of markets withstop service from smaller hubs
Baltimore, Maryland; Milwaukee, Wisconsin; and Ow@, Florida. The Company believes the acquisitibAirTran positions it to respol
better to the economic and competitive challendebeindustry because, among other reasons: dl)jatvs the Company to offer more low-
fare destinations by extending its network and wiifging into new markets, including significant mptunities to and from Atlanta, t
busiest airport in the United States and the lardemestic market the Company previously did nevese(ii) it expands the Comparsy’
presence in slot-controlled markets (New York Lafia/Ronald Reagan Washington National Airponty &ii) it provides access to near-
international leisure markets in the Caribbean Medico.




The accompanying unaudited Condensed Consolidateshéial Statements include the results of openatend cash flows for AirTrainom
May 2, 2011 through September 30, 2011. AirTrar mot be considered a separate segment for finkreparting purposes. In addition, &
result of the manner in which the acquisition asthted transactions were structured, AirTsapublic debt is now a direct obligation
Southwest Airlines, which eliminates the subsequeed for reporting of staralene AirTran financial results. For the three ante month
ended September 30, 2011, total operating revesfu®858 million and $1.3 billion and net income&& million and net loss of $24 millic
respectively, are attributable to AirTran and a@uded in the Company’s unaudited Condensed Cioladet! Statement of Operations.

Equity transaction

Each share of AirTran Holdings common stock washarged for $3.75 in cash and 0.321 shares of Southwest Airloo@smon stock. Tk
common stock consideration was based on the averfahpe Southwest Airlines closing common stoclcerior the 20 trading days end
April 27, 2011, which was $ 11.90. The transactiatued AirTran Holdings common stock at approxira$¥.57 per share, or 0 billion
in the aggregate. Stockholders of AirTran Holdings|uding those holding restricted stock awaréseived approximately 44 million sha
of Southwest Airlines common stock, which represdraipproximatelys.6 percent of the Southwest Airlines common shardstanding
Additionally, holders of AirTran Holdings equity geived cash of $518 million, including Bmillion in cash for the fair value of AirTr.
stock options and performance share units. InctudimTran debt outstanding at the acquisition dateluding convertible notes outstand
at the acquisition date) and capitalized aircrairating leases, the total transaction value wasoapmately $3.2 billion. Subsequent to
acquisition date, a portion of the convertible sgteeviously held by AirTran note holders were @itbonverted or called by the Company
an aggregate of approximately seven million shafeSouthwest Airlines common stock and $81 milliarcash. The equity transaction
not contain any contingent consideration arrangesien

Expenses related to the AirTran acquisition

The Company is expected to continue to incur sulisfaintegration and transition expenses in cotinacwith the AirTran acquisitiol
including the necessary costs associated with iatieg the operations of the two companies. Whike €Company has assumed that a ce
level of expenses will be incurred, there are mfaeyors that could affect the total amount or thartg of these expenses, and many o
expenses that will be incurred are, by their natdifficult to estimate. These expenses could,ipalerly in the near term, exceed the finar
benefits that the Company expects to achieve fioenAirTran acquisition and could continue to resnlthe Company taking significe
charges against earnings. For the three and nimghmperiods ended September 30, 2011, the Compenyred consolidated acquisition-
related costs of $22 million and $97 million, resipeely, primarily consisting of financial advisorfges and consulting, severance,
technology costs. In the Compasyinaudited Condensed Consolidated Statement ab@pes, these costs are classified as Acquisaiw
integration expenses.

Tax matters

AirTran experienced an “ownership change’defined in Section 382 of the Internal RevenadeCof 1986, as amended, as a result ¢
acquisition. Section 382 of the Code imposes amaniimitation on the amount of taxable income gated subsequent to the owner:
change that may be offset with Federal net opegdtias carryforwards (“NOLs"df the corporation incurred before the ownershipnge
Any unused annual limitation may, subject to cartanits, be carried over to later years, and thetation may, under certain circumstan
be increased by built-in gains or reduced by hnillesses in the assets held by such corporatidgheatime of the ownership change.
combined compang’ use of NOLs arising after the date of an ownershange would not be limited unless the combir@dpany were 1
experience a subsequent ownership change. As ddip@sition date, AirTran had NOLs of $542 milljomhich expire between 2017 ¢
2029, available to offset future taxable incomsuheng in a deferred tax asset of $190 million,ickhrepresents the expected tax bene
the NOLs. No valuation allowance was necessary. Campany currently expects that the ownership chamgulting from the AirTre
acquisition will not significantly limit its abilit to use AirTrans NOL and alternative minimum tax credit carryfordain the carryforwai
period.




Recording of assets acquired and liabilities assurde

The transaction has been accounted for using thaisiton method of accounting (“purchase accowiinwhich requires, among ott
things, that most assets acquired and liabilitesumed be recognized at their fair values as ofatiwpiisition date. No material asset
liabilities arose from contingencies recognizethatacquisition dateCertain estimated values are not yet finalized tedew) and are subje
to change. Fair value adjustments made duringhing gquarter of 2011 primarily included a $13 naitliincrease in the value assigned tc
deferred tax asset, afdmillion reduction in the value assigned to thetomer relationship intangible, and the relatedaotmn goodwill. Th
Company will finalize the amounts recognized ashtains the information necessary to complete timyaes. The Company expect:
finalize these amounts prior to December 31, 201t following table summarizes the assets acquaradl liabilities assumed as of
acquisition date at estimated fair value:

(in_millions) May 2, 2011
Assets

Cash and cash equivalel $ 477
Restricted cas 6
Other current asse 234
Operating property and equipme 1,151
Goodwill 97C
Other identified intangible 12t
Deferred income taxe 163
Other noncurrent asse 45
Liabilities

Long-term debt and capital leases, including currentiquo (1,119
Air traffic liability (359
Other liabilities assumed (657)
Net assets acquiret $ 1,041

The fair values of the assets acquired and ligslinssumed were determined using the market, iacamd cost approaches. The me
approach, which indicates value for a subject dsastd on available market pricing for comparakkets, was utilized to estimate the
value of AirTrans aircraft and operating leases. The market appraaed by the Company included prices and othewvaat informatio
generated by market transactions involving comparabsets, as well as industry pricing guides ahdrasources. The Company consid
the current market for the aircraft, the maintemacendition of the aircraft and the expected prdsdeom the sale of the assets, among
factors. The fair value of AirTras’frequent flyer program liability was estimatedséd on the weighted average equivalent ticket vaf
outstanding frequent flyer credits that were expedb be redeemed as of May 2, 2011. The incomebapp was primarily used to va
intangible assets, including customer relationslaipd marketing agreements, noncompete agreemetitsceritain AirTran executives, t
AirTran trademark and trade name, and certain domasport takeeff and landing slots. The income approach indeatdue for a subje
asset based on the present value of cash flowsgbegj to be generated by the asset. Projectedfloaghare discounted at a required ma
rate of return that reflects the relative risk ohigving the cash flows and the time value of moridye cost approach, which estimates v
by determining the current cost of replacing aretgsth another of equivalent economic utility, wesed, as appropriate, for certain asse!
which the market and income approaches could natppiied due to the nature of the asset. The costplace a given asset reflects
estimated reproduction or replacement cost foatset, less an allowance for loss in value duepoatiation.




Intangible assets
Identifiable intangibles were created as a reduli@ acquisition of AirTran, which will be amoréid as follows:

» Customer Relationships: Amortized based on an eceld amortization schedule to reflect the egs@dhdree cash flows tl
customer relationships are expected to proy

« Trademarks/Trade names: Amortized based on anexated amortization schedule to reflect the eseohfiiee cash flows the ass
are expected to provid

« Domestic Slots: Straight-line amortization for owlrsots based on the applicable estimated usééul Straightine amortization fc
leased slots over the applicable lease t

« Internally developed software: Straight-line amzation over the expected useful life of the sofevar

« Non-compete agreements: Straight-line amortizatiorr twe expected useful life of the applicable coettra

The identifiable intangibles created as a resulthef acquisition have been amortized from the aitipm date. The aggregate amortiza
expense for the three and nine months ended Septe@th 2011, was $9 million and $16 million, redpedy. Estimated aggreg:e
amortization expense for the remainder of 2011 thedfive succeeding years and thereafter is asvistl 2011 — $9 million, 2012 28
million, 2013 — $15 million, 2014 — $11 million, 28 — $9 million, 2016 — $7 million, 2017 and thdtea- $38 million. The following table

a summary of the acquisition date fair value esmaf the acquired identifiable intangible assetightedaverage useful lives, and bala
of accumulated amortization as of September 301201

Estimated fair Weighted-

value average Accumulated
of asset

(liability) useful life amortization

(in millions) (in years) (in millions)
Customer relationships/marketing agreem $ 39 4 % 8
Trademarks/trade nam 36 3 5
Domestic Slot: 43 24 1
Internally developed softwa 2 2 1
Noncompete agreemer 5 2 1
Total $ 12& 10 $ 16




Leasehold Interest

L ease fair value adjustments for operating leases ereated as a result of the acquisition of AinlBhe fair value adjustments represen
net present value of the differences between cctuizh lease rates and the estimated fair markseleates for similar leased assets a
acquisition date. An asset (liability) results whbe contractual lease rates are more (less) fakothan market lease terms at the valui
date. As of September 30, 2011, the lease fairevalljustments are classified within Other assets@iter noncurrent liabilities in th
amounts of $2 million and $376 million, respectizelhe lease fair value adjustments are amortized straightine basis to aircraft rent:
over the individual applicable remaining lease rithe aggregate amortization income (reductioexpense) for the three and nine mo
ended September 30, 2011, was $10 million and $il®m respectively. Estimated aggregate amoriiraincome (reduction of expense)
the remainder of 2011 and the five succeeding yaadsthereafter is as follows: 2011 - $10 milli@e12 - $39 million, 2013 $39 million
2014 - $39 million, 2015 - $39 million, 2016 - $38illion, 2017 and thereafter - $155 million. Thesightedaverage useful life for tl
leasehold interest asset is 9 years and for tteelhedd interest liability is 10 years, for a totatightedaverage leasehold useful life of
years.

Goodwill
Goodwill in the amount of $970 million has beenawed for the acquisition of AirTran. Goodwill islculated as the excess of
consideration transferred over the net assets néoed) and represents the estimated future econbemefits arising from other ass
acquired that could not be individually identifiadd separately recognized. Goodwill will not be amed, but will be tested for impairme
at least annually. None of the goodwill is deduetitor tax purposes. Specifically, the goodwillaeded as part of the acquisition of AirT
includes:

o The synergies and other benefits that are expdotedsult from combining the operations of AirTrauith the operations of tl

Company; ant
« Any intangible assets that do not qualify for separecognition, such as the AirTran trained aseémbled workforce.

The recorded amounts for assets and liabilitiepasgisional and subject to change. However, thengany does not expect that any fu
adjustments will be material. The following are there significant items that are subject to change:

« The fair value of specific executory contracts, deterred income taxes and liabilities, pendinglfiration of valuation efforts; and
« The purchase price allocable to goodwill, as altegichanges to the aforementioned items.

A single estimate of fair value results from a céempseries of judgments about future events ané@mainties and relies heavily on estim
and assumptions. The Compamjudgments used to determine the estimated faiewvassigned to each class of assets acquiredadnilities
assumed, as well as asset lives, can materiallgétrifs results of operations.

Pro forma impact of the acquisition

The unaudited pro forma results presented beloWdiecthe effects of the AirTran acquisition astihad been consummated as of Janue
2010. The pro forma results include the amortizatissociated with estimates (certain of which asdiminary) for the acquired intangit
assets, fair value adjustments for deferred revefaverable/unfavorable leasehold interests, pitypend equipment, and lortgrm debt. |
addition, the pro forma results do not include amjicipated synergies , or the assumption of hexg®unting for AirTrars derivativi
instrumentspr other expected benefits of the acquisition. Adowly, the unaudited pro forma financial informoat below is not necessat
indicative of either future results of operatioms@sults that might have been achieved had theisitign been consummated as of Janua
2010.
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Three months ended Nine months ended

September 30 September 30
(In millions, except per share da 2011 2010 2011 2010
Total operating revenut $ 4,312 % 3,86 $ 12,495 $ 10,96:
Net income (157, 231 7 34k
Net income per share, ba (0.20! 0.2¢ 0.01 0.44
Net income per share, diluti (0.20 0.2¢ 0.01 0.44

3. ACCOUNTING CHANGES AND NEW ACCOUNTING PRONOUNEBMENTS

On December 29, 2010, the Financial Accounting Gdasts Board (“FASB”) ratified Accounting Standatdpdate (“ASU”) No. 2010-29, “
Disclosure of Supplementary Pro Forma Information Business Combination s.” This ASU specifies tiwaen a business combinat
occurs, the company must only disclose revenue and eggrofithe combined entity as though the businesshamtion that occurred duri
the current year had occurred as of the beginnfrtigegocomparable prior annual reporting period sTASU also expands the supplementa
forma disclosures under Topic 805, “Business Coumiinns”,formerly Statement of Financial Accounting Standakb. 141(R), to include
description of the nature and amount of materiah+ecurring pro forma adjustments directly attribiéabo the business combinat
included in the reported pro forma revenue andiegsn This ASU is effective prospectively for businesamtinations in which tr
acquisition date is on or after the beginning af fhlist annual reporting period beginning on oreafbecember 15, 2010.Because tr
Company acquired AirTran on May 2, 2011, the Comparmplemented this ASU for the interim period endethe 30, 2011. The Comp:
has prepared pro forma disclosures to include ffeets of the AirTran acquisition as if it had beeansummated as of January 1, 2010. T
are no norrecurring pro forma adjustments directly attribi¢ato the business combination included in the rggopro forma revenue a
earnings. See Note 2.

On May 12, 2011, the FASB ratified ASU No. 2011-0Hair Value Measurement (Topic 820): Amendments ¢bidve Common Fair Vali
Measurement and Disclosure Requirements in U.S. BAAd IFRS.'This ASU establishes a global standard for meaguamounts at fa
value. This ASU will not have a material effect the Company’s financial position or results of @iems, but will change the Compasy’
disclosure policies for fair value. This ASU isafive for reporting periods (including interim mats) beginning after December 15, 2(
For the Company, this ASU will first take effect filne first quarter ending March 31, 2012. Earlpttbn is not permissible, and this A
must be applied prospectively.

On June 16, 2011, the FASB ratified ASU No. 2011‘®3esentation of Comprehensive Incomghis ASU eliminates the current optior
report other comprehensive income and its companienthe statement of changes in equity. Upon agdiepbther comprehensive inco
must be presented either in a single continuousmatnt of comprehensive income or in two separateebnsecutive statements. This A
will not have a material effect on the Companyisficial position or results of operations, but wilenge the Compars/disclosure policie
for other comprehensive income. This ASU is effexfior fiscal years, and interim periods within shoyears, beginning after Decembel
2011. This ASU must be applied retrospectively aady adoption is permitted. The Company will adtps ASU for the interim peric
ending March 31, 2012.
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On September 15, 2011, the FASB ratified ASU No011208, “Intangiblessoodwill and Other (Topic 350): Testing Goodwillr
Impairment.”This ASU permits an entity to first assess qualitafactors to determine whether it is more likhan not (a likelihood of mo
than 50 percent) that the fair value of a reporting is less than its carrying amount. After assesqualitative factors, if an entity determi
that it is not more likely than not that the faalwe of the reporting unit is less than its camgyamount, no further testing is necessary.
entity determines that it is more likely than noattthe fair value of the reporting unit is lesarthts carrying value, then the traditional two-
step goodwill impairment test must be performeis a result of the acquisition of AirTran on May 2011, the Company recogni:
goodwill. The Company plans to perform its annuapairment test during the fourth quarter ending ddelger 31, 2011. This ASU
effective for annual and interim goodwill impairmeests performed for fiscal years beginning afbecember 15, 2011. However, ei
adoption is permitted. The Company is currentiyleating the impact of ASU No. 2011-08 on its futgodwill impairment tests.

4. NET INCOME (LOSS) PER SHARE

The following table sets forth the computation asic and diluted net income (loss) per share (iliams except per share amounts):

Three months ended Nine months ended
September 30 September 30
2011 2010 2011 2010
NUMERATOR:
Net income (loss) $ (140 $ 205 $ 26 $ 32¢
DENOMINATOR:
Weighted average shatr
outstanding, basic $ 792 $ 746 $ 772 $ 74E
Dilutive effect of Employee stoc
awards - 1 1 1
Adjusted weighted-average shares
outstanding, diluted 792 747 774 74€
NET INCOME (LOSS) PER SHARE:
Basic $ (0.1¢) $ 027 $ 0.0 $ 0.4/
Diluted $ (0.1¢) $ 027 $ 0.0 $ 0.44
Antidilutive stock options
excluded from calculatior 48 64 48 70

5.  FINANCIAL DERIVATIVE INSTRUMENTS

Fuel contracts

Airline operators are inherently dependent uporrggnéo operate and, therefore, are impacted by gésin jet fuel prices. Furthermore,
fuel and oil typically represent one of the largeperating expenses for airlines. The Company arats to acquire jet fuel at the low
possible cost and to reduce volatility in operatexgpenses through its fuel hedging program. Bexgetsfuel is not widely traded on
organized futures exchange, there are limited dppiies to hedge directly in jet fuel. HowevengtCompany has found that finan
derivative instruments in other commodities, sushVdest Texas Intermediate crude oil (“WTI"), Brestude oil (“Brent”), and refine:
products, such as heating oil and unleaded gasaarebe useful in decreasing its exposure tagtgrice volatility. The Company does
purchase or hold any financial derivative instrutsdar trading purposes.
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The Company has used financial derivative instrusidor both short-term and lorigim time frames, and primarily uses a mixtur
purchased call options, collar structures (whictiude both a purchased call option and a sold ptibw), call spreads (which include
purchased call option and a sold call option), fixet price swap agreements in its portfolio.

The Company evaluates its hedge volumes stricdynfan “economic’standpoint and thus does not consider whether dugds hay
qualified or will qualify for hedge accounting. &iCompany defines its “economib&dge as the net volume of fuel derivative con¢raeid
including the impact of positions that have beefseaif through sold positions, regardless of whethesse contracts qualify for hec
accounting. For third quarter 2011, the Compard/faal derivatives in place related to approxima89 percent of its fuel consumption.
of September 30, 2011, the Company had fuel dévaratstruments in place to provide coverage owign of its remaining 2011 estima
fuel consumption at varying WTI price levels. Tledlowing table provides information about the Camnpg’s (inclusive of fuel derivati
instruments acquired from Air Tran — See Note 2yre of fuel hedging for the remainder of 2011wad as the years 2012 through 2015.

Fuel hedged as o
September 30, 201

Period (by year) (gallons in millions)

Fourth quarter 201 177
2012 1,341
2013 96¢
2014 777
201t 357

Upon proper qualification, the Company accountstfofuel derivative instruments as cash flow hexdgall derivatives designated as hec
that meet certain requirements are granted hedgmiating treatment. Generally, utilizing hedgeaastting, all periodic changes in fair va
of the derivatives designated as hedges that arsidered to be effective are recorded in Accumdlatiher comprehensive income (lc
(“AOCI") until the underlying jet fuel is consumedee Note 6. The Compasyesults are subject to the possibility that pd@hanges wi
not be effective, as defined, or that the derivegtiwill no longer qualify for hedge accountingeffiectiveness results when the change ii
fair value of the derivative instrument exceedsdhange in the value of the CompangXpected future cash outlay to purchase and om
jet fuel. To the extent that the periodic chanigethe fair value of the derivatives are ineffeetithe ineffective portion is recorded to O
(gains) losses, net in the statement of operatibiiewise, if a hedge ceases to qualify for hedgeounting, any change in the fair valu
derivative instruments since the last period ioréed to Other (gains) losses, net in the statemwfeaperations in the period of the char
however, any amounts previously recorded to AOClilk@emain there until such time as the originatéasted transaction occurs, at wl
time these amounts would be reclassified to Fudl @hexpense. When the Company has sold derizginsitions in order to effective
“close” or offset a derivative already held as part offitsl derivative instrument portfolio, any subseduehanges in fair value of thc
positions are marked to market through earningkeviise, any changes in fair value of those pasgithat were offset by entering into
sold positions are concurrently marked to markeiuh earnings. However, any changes in valugéeetld hedges that were deferred as
of AOCI while designated as a hedge would remain tire originally forecasted transaction occubs.a situation where it becomes prob:
that a hedged forecasted transaction will not gcany gains and/or losses that have been recome®OICI would be required to
immediately reclassified into earnings. The Conypditl not have any such situations occur during026d during the nine months enc
September 30, 2011.
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Ineffectiveness is inherent in hedging jet fuelhadterivative positions based in other crude oihted commodities. Due to the volatility
markets for crude oil and related products, the @amy is unable to predict the amount of ineffectess each period, including the los
hedge accounting, which could be determined orrigata/e by derivative basis or in the aggregateafepecific commodity. This may res
and has resulted, in increased volatility in thempanys financial results. However, even though derisegtimay not qualify for hed
accounting, the Company continues to hold theunsénts as management believes derivative instrisoamtinue to afford the Company
opportunity to stabilize jet fuel costs.

Accounting pronouncements pertaining to derivatinstruments and hedging are complex with stringeguirements, including t
documentation of a Company hedging strategy, statisanalysis to qualify a commodity for hedge @aating both on a historical ant
prospective basis, and strict contemporaneous dectation that is required at the time each hedgéemsgnated by the Company.
required, the Company assesses the effectivenesaabf of its individual hedges on a quarterly basise Company also examines
effectiveness of its entire hedging program on ariguly basis utilizing statistical analysis. Tlaisalysis involves utilizing regression
other statistical analyses that compare changé®iprice of jet fuel to changes in the priceshef tommodities used for hedging purposes.

All cash flows associated with purchasing and isglfuel derivatives are classified as Other opegatiash flows in the unaudited Condet

Consolidated Statement of Cash Flows. The follgwable presents the location of all assets aruilitias associated with the Compasy’
hedging instruments within the unaudited Conder@masolidated Balance Sheet:
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Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statement

(unaudited)
Asset derivatives Liability derivatives

Balance Shee Fair value at  Fair value at  Fair value at  Fair value at
(in_millions) location 9/30/2011 12/31/10 9/30/2011 12/31/10
Derivatives designated as hedge:
Fuel derivative contracts (gros Other current asse $ - 8 151 $ - 8 16
Fuel derivative contracts (gros Other asset - 547 - 88
Fuel derivative contracts (gros Accrued liabilities 71 122 13¢ 18
Fuel derivative contracts (gros Other noncurrent liabilitie 361 71 157 9
Interest rate derivative contrac Other current asse 1 73 6 -
Interest rate derivative contrau Other asset 63 - - -
Interest rate derivative contracts Other noncurrent liabilitie - - 13€ 4
Total derivatives designated as hedge $ 49€ $ 964 $ 437 $ 13E
Derivatives not designated as hedge:
Fuel derivative contracts (gros Other current asse $ - $ 164 $ - 8 284
Fuel derivative contracts (gros Other asset - 212 - 304
Fuel derivative contracts (gros Accrued liabilities 257 40 52t 222
Fuel derivative contracts (gross) Other noncurrent liabilitie 10¢ 33 63E 257
Total derivatives not designated as hedge $ 36€ $ 44¢  $ 1,16C $ 1,067
Total derivatives $ 86z $ 141 $ 1597 $ 1,202

* Represents the position of each trade beforeiderstion of offsetting positions with each couptaty and does not include the impact
cash collateral deposits provided to or receivethfcounterparties. See discussion of credit riskanilateral following in this Note

In addition, the Company also had the following amts associated with fuel derivative instrumenits aedging activities in its unaudited

Condensed Consolidated Balance Sheet:
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Southwest Airlines Co.

Notes to Condensed Consolidated Financial Statement

Cash collateral deposits provid

to counterpartie- noncurren

Cash collateral deposits provid

to counterpartie- current

Cash collateral deposits held frc
counterparty- noncurren

Cash collateral deposits held frc
counterparty- current

Due to third parties for settled fuel contra
Receivable from third parties for settl
fuel contracts

Net unrealized (gains) losses from f
hedges, net of ta

(unaudited)

Balance Sheet
location

December
31,
2010

September
30,
2011

Offset against Othe
noncurrent liabilities
Offset against Accrue
liabilities

Offset against Othe
asset:

Offset against Othe
current assel
Accrued liabilities
Accounts and othe
receivable:
Accumulated othe
comprehensive (income) lo

$ 24 % 12¢

212 =

- 1

25C

The following tables present the impact of derivatinstruments and their location within the unseliCondensed Consolidated Stateme
Operations for the three and nine months endece8dger 30, 2011 and 2010:

Derivatives in cash flow hedging relationship:

(Gain) loss
recognized in AOCI on
derivatives (effective

(Gain) loss

portion) portion)(a)

reclassified from AOCI
into income (effective

(Gain) loss
recognized in income
on derivatives
(ineffective portion) (b)

Three months endec
September 30

(in millions) 2011

September 30

2010 2011

Three months endec

2010

Three months endec
September 30
2011 2010

Fuel derivative

contracts $
Interest rate

derivatives

417 $

(122* $ 45 $

30* 12* -

™% 85 $ (24)

Total $

447 $

(110 $ 45 3%

77 $ 85 $ (24)

* Net of tax

(a)Amounts related to fuel derivative contracts artdnest rate derivatives are included in Fuel ahdrud Interest expense, respectivi

(b)Amounts are included in Other (gains) losses,

Derivatives in cash flow hedging relationship:

(Gain) loss
recognized in AOCI on
derivatives (effective

(Gain) loss

portion) portion)(a)

reclassified from AOCI
into income (effective

(Gain) loss
recognized in income
on derivatives
(ineffective portion) (b)

Nine months ended

Nine months ended

Nine months ended

September 30 September 30 September 30
(in millions) 2011 2010 2011 2010 2011 2010
Fuel derivative
contracts $ 297 $ 66* $ 78 $ 22¢* $ 127 $ 26
Interest rate
derivatives 34* 34* - - - -
Total $ 331 $ 10C $ 78 $ 226 $ 127 $ 26




* Net of tax
(a)Amounts related to fuel derivative contracts artdrest rate derivatives are included in Fuel ahdrmd Interest expense, respectivi
(b)Amounts are included in Other (gains) losses,
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Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statement

(unaudited)
Derivatives not in cash flow hedging relationship:
(Gain) loss
recognized in income or
derivatives
Three months endec Location of (gain) loss
September 30 recognized in income
(in_millions) 2011 2010 on derivatives
Fuel derivative contrac $28¢ $(26, Other (gains) losses, n
Derivatives not in cash flow hedging relationship:
(Gain) loss
recognized in income or
derivatives
Nine months endec Location of (gain) loss
September 30, recognized in income
(in millions) 2011 2010 on derivatives
Fuel derivative contrac $12¢ $18 Other (gains) losses, n

The Company also recorded expense associated wthiygms paid for fuel derivative contracts thatledtexpired during the three mon
ended September 30, 2011 and 2010 86 $nillion and $37 million, respectively, and theexmonths ended September 30, 2011 and 2(
$ 93 million and $98 million, respectively. Themmounts are excluded from the Companyleasurement of effectiveness for related he
and are included as a component of Other (gaissel net, in the unaudited Condensed ConsoliGiééement of Operations.

The fair values of the derivative instruments, dejdeg on the type of instrument, were determinedh®yuse of present value method
standard option value models with assumptions abooimodity prices based on those observed in widgrimarkets. Included in t
Company’s cumulative net unrealized losses froml figelges as of September 30, 2011, were approXyn@t@28 million in unrealize
losses, net of taxes, which are expected to b&egiain earnings during the twelve months subseigieeSeptember 30, 2011. In addition
of September 30, 2011, the Company had alreadygnémed cumulative net losses due to ineffectiveraesk derivatives that do not qua
for hedge accounting treatment totaling $198 millinet of taxes. These net losses were recogimzédrd quarter 2011 and prior perio
and are reflected in Retained earnings as of Sdyee®0, 2011, but the underlying derivative instemts will not expire/settle until four
quarter 2011 or future periods.

Interest rate swaps

The Company is party to certain interest rate sagreements that are accounted for as either fhievrsedges or cash flow hedges, as de
in the applicable accounting guidance for derivatinstruments and hedging. Timterest rate swap agreements accounted for asdhie
hedges qualify for the “shortcuthethod of accounting for hedges, which dictates tte hedges are assumed to be perfectly effecivd
thus, there is no ineffectiveness to be recordedaimings. For the Compasyinterest rate swap agreements accounted for sis floan
hedges, ineffectiveness is required to be measiredch reporting period.
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AirTran has also entered into a number of interatst swap agreements, which convert a portion ofran’s floating-rate debt to a fixete
basis for the remaining life of the debt, thus @dg the impact of interest rate changes on fuituierest expense and cash flows. Under 1
agreements, which expire between 2016 and 2020Company pays fixed rates between 4.34 perecehbal35 percent and receives ei
three-month or sixaonth USD London Interbank Offered Rate (LIBOR) the notional values. The notional amount of outditag deb
related to interest rate swaps as of Septembe2®,, was $51 million. These interest rate swap arrangemeate designated as cash f
hedges as of the acquisition date. The ineffectiserassociated with all of the Companiriterest rate cash flow hedges for all pel
presented was not material.

Credit risk and collateral

Credit exposure related to fuel derivative instratses represented by the fair value of contralcts aire an asset to the Company a
reporting date. These outstanding instruments sxploe Company to credit loss in the event of ndopaance by the counterparties to
agreements. However, the Company has not expedeaty significant credit loss as a result of cerpdrty nonperformance in the past.
manage credit risk, the Company selects and pesadidireviews counterparties based on credit ratirgnits its exposure to a sini
counterparty, and monitors the market position e fuel hedging program and its relative marketitjpzs with each counterparty.
September 30, 2011, the Company had agreementsalitif its active counterparties containing eadymination rights and/or bilate
collateral provisions whereby security is requifedharket risk exposure exceeds a specified thidsamount or credit ratings fall bel
certain levels. The Company also had agreemenisogunterparties in which cash deposits and/allgad aircraft are required to be po:
whenever the net fair value of derivatives assediatith those counterparties exceeds specific lotds. The following table provides the -
values of fuel derivatives, amounts posted as teold and applicable collateral posting threstettbunts as of September 30, 2011, at w
such postings are triggered:

Counterparty (CP)
A B C D E Other (a) Total
(in_ millions)
Fair value of fuel derivative  $ (256) $ (228) $ 95 $ (50 $ 23) $ (5) $ (657)
Cash collateral held from (by)
CP (20%) (220) (39 - - - (45¢)
If credit rating is investment
grade, fair value of fuel
derivative level at which:
Cash is provided to C 0 to (300 0to (125 >(50) >(75) >(50)
or >(700) or >(625)
Cash is received from C >4C >15( >200(c >125(c >25(
Aircraft or cash can be
pledged to Ct (300) tc (125) tc N/A N/A N/A
(700)(d) (625)(d)
If credit rating is non-
investment
grade, fair value of fuel
derivative
level at which:
Cash is provided to C 0 to (300 0to (125 (b) (b) (b)
or >(700; or >(625)
Cash is received from C (b) (b) (b) (b) (b)
Aircraft can be pledged to C (300) tc (125) tc N/A N/A N/A
(700) (625)

() Individual counterparties with fair value okfuderivatives <$15 millior

(b) Cash collateral is provided at 100 percentafyalue of fuel derivative contraci

(c) Thresholds may vary based on changes in aratilitgs within investment grad

(d) The Company has the option of providing caspledging aircraft as collateral. No aircraft wetedged as collateral as of Septembel
2011.
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The Company also has agreements with each of itsterparties associated with its outstanding isterate swap agreements in which «
collateral may be required based on the fair vafueutstanding derivative instruments, as wellres@ompany’s and its counterpagredi
ratings. As of September 30, 201164 million had been provided to one counterpargoegted with interest rate derivatives based e
Companys outstanding net liability derivative position withat counterparty. In addition, in connectiothainterest rate swaps entered
by AirTran, a total of $34 million in collateral dabeen provided to two counterparties at SepterBber2011, as a result of net liabi
derivative positions with those counterparties. Dhéstanding interest rate net derivative positiaith all other counterparties at Septen
30, 2011, were assets to the Company.

In the accompanying unaudited Condensed Consofidgé¢ance Sheet, the Company has elected to priésseratsh collateral utilizing a r
presentation, in which cash collateral amounts lbelgrovided have been netted against the fairevafuoutstanding derivative instrumel
The Companys application of this policy differs depending ohether its derivative instruments are in a nettgsssition or a net liabilit
position. If its fuel derivative instruments area net asset position with a counterparty, cadlatecal amounts held are first netted ag:
current derivative amounts (those that will setileing the twelve months following the balance sluzge) associated with that counterp
until that balance is zero, and then any remaiiglapplied against the fair value of noncurrenstarding derivative instruments (those
will settle beyond one year following the balanbeet date). If the Comparsyfuel derivative instruments are in a net liapipbsition with i
counterparty, cash collateral amounts providediegenetted against noncurrent derivative amoassociated with that counterparty until
balance is zero, and then any remainder is appli@éhst the fair value of current outstanding dsiie instruments.

6. COMPREHENSIVE INCOME (LOSS)

Comprehensive income (loss) includes changes irfiaiheralue of certain financial derivative instrants that qualify for hedge accounti
unrealized gains and losses on certain investmantsactuarial gains/losses arising from the Corygapostretirement benefit obligatio
The differences between Net income (loss) and Cehsrsive income (loss) for the three and nine nsoatided September 30, 2011
2010, were as follows:

Three months ended Septembe

30,

(In_millions) 2011 2010
Net income (loss) $ (240 $ 20t
Unrealized gain (loss) on fuel derivative instrunse

net of deferred taxes of ($233) and $: 372) 19¢
Unrealized gain (loss) on interest rate swi

net of deferred taxes of ($19) and (' (30 12
Other, net of deferred taxes of ($3) and $1 (4) 1
Total other comprehensive income (lo (40¢€) 18¢
Comprehensive income (loss $ (54€) $ 39z
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Nine months ended Septembe

30,

(In_millions) 2011 2010
Net income $ 26 % 32¢
Unrealized gain (loss) on fuel derivative instrurtse

net of deferred taxes of ($137) and $: (219 16C
Unrealized gain (loss) on interest rate swi

net of deferred taxes of ($22) and ($ (39 (39
Other, net of deferred taxes of $1 and $0 2 (1)
Total other comprehensive income (la (257) 12t
Comprehensive income (loss) $ (225) $ 453

A rollforward of the amounts included in AOCI, radttaxes, is shown below for the three and ninetimended September 30, 2011:

Accumulated

Fuel Interest other
hedge rate comprehensive
(In_millions) derivatives derivatives Other income (loss)
Balance at June 30, 201 $ 97) $ (39 28 3 (107
Changes in fair valu (417) (30) (4) (4517)
Reclassification to earnings 45 - - 45
Balance at September 30, 2011 $ (469 $ 68)$ 24 $ (519
Accumulated
Fuel Interest other
hedge rate comprehensive
(In_millions) derivatives derivatives Other income (loss’
Balance at December 31, 201 $ (250 $ B49H3$ 22 % (262)
Changes in fair valu (297) (34 2 (329
Reclassification to earnings 78 - - 78
Balance at September 30, 2011 $ (469 $ 68 $ 24 % (519
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7. OTHER ASSETS AND LIABILITIES

(In_millions)

Derivative contract
Intangible asset
Non-current investment
Other

Other assets

(In_millions)
Retirement plan
Aircraft rentals
Vacation pay
Advances and depos
Derivative contract
Workers compensatic
Deferred taxe

Other

Accrued liabilities

(In_millions)

Postretirement obligatic
Non-current leasehold intere
Construction obligatiol
Other

Other non-current liabilities

September 30 December 31
2011 2010

$ - $ 307

16€ 60

112 97

207 142

$ 487 $ 60€

September 30 December 31
2011 2010

$ 83 % 171

107 27

23¢ 20C

39 33

11€ 79

15t 14z

15¢ -

29t 211

$ 1,19 $ 862

September 30 December 31,
2011 2010

$ 10t $ 91

337 -

152 86

33z 28¢

$ 92¢ $ 465
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8. AIRTRAN LONG-TERM DEBT

As discussed in Note 2, in connection with the @&ition of AirTran, the Company became the holdefdl..1 billion of debt previous
issued by AirTran Holdings. Subsequent to the sitipn date, holders of all of the approximateR0dmillion (par value) irb.5% convertibl
notes due 2015 converted such securities recefvitgymillion in cash and 6.2 million shares of SougstvAirlines common stock. All of t
approximately $ million (par value) of 7.0% convertible notes Q@3 were called by Southwest and fully repaichwgsh. In addition, tl
Company terminated AirTras’$100 million combined revolving credit and lettércredit facility. As of September 30, 2011, fodowing
debt remained outstanding (in millions):

September 30

(In millions) 2011
B737 Aircraft Purchase Financing Facilitit

Floatin¢-rate aircraft notes payable through 2020, 1.91qs

weighte-average interest rate as of September 30, $ 61€

Fixec-rate aircraft notes payable through 2018, 7.02qrd

weighte-average interest rate as of September 30, 43
Fixec-rate B717 aircraft notes payable through 2017,3fefcen
weighte-average interest rate as of September 30, 78
5.25% convertible senior notes due 2016 11¢
Total lon¢-term debt 85¢€
Less current maturities of long-term debt (79
Long-term debt less current maturities $ 781

As discussed further in Note 5, a portion of thewebfloatingrate debt has been effectively converted to a fibetd via interest rate sw
agreements which expire between 2016 and 2020.

As of September 30, 2011, aggregate principal ntesiof AirTran debt and capital leases (not idahg amounts associated with interest
swap agreements and interest on capital leaseg) $v2d million for the remainder of 2011, $66 roifliin 2012, $77 million in 2013, $7
million in 2014, $ 90 million in 2015, $193 million 2016, and $ 320 million thereafter.

At September 30, 2011, the net book value of tisetagpledged as collateral for the AirTran B737 Bid7 aircraft notes payable, prima
aircraft and engines, was $922 million.
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B737 Aircraft purchase financing facilities
For purposes of financing the future acquisitiorB@87 aircraft from Boeing, AirTran has previousliytered into aircraft purchase financ
facilities. As of September 30, 2011, a total Ofadrcraft were financed under these debt facditie

As of September 30, 2011, 27 B737 aircraft werarfoed under floatingate facilities. Each note is secured by a firettigage on the aircr:

to which it relates. The notes bear interest doatihg rate per annum equal to a margin plus tineet or sixmonth LIBOR in effect at tf
commencement of each semi-annual or three-montbdyexs applicable. Payments of principal and adeunder the notes are payable semi.
annually or every three months as applicable. ASeyftember 30, 2011, the remaining debt outstandingbe prepaid without penalty un

all aircraft loans provided under such facilitieghathe exception of two aircraft loans. Under thicraft loans for such two aircraft, the ri

to prepay without penalty commences on the secaniversary, March 2012, or third anniversary, Jap2®13, of the date such loans w
made. The notes mature in years 2016 to 2020.

As of September 30, 2011, three B737 aircraft viieanced under a fixed-rate facility. Each notsésured by &irst mortgage on the aircri
to which it relates. Payments of principal and ries¢ under the notes are payable sammually. The remaining debt outstanding ma
prepaid without penalty. The notes mature in yeais to 2018.

Fixed-rate B717 aircraft notes payable
As of September 30, 2011, eight B717 aircraft waeelged as collateral for the obligations rela@@nhanced equipment trust certifici
(EETCs). Principal and interest payments on the E&&are due semi-annually through April 2017.

5.25% Convertible senior notes

In October 2009, AirTran completed a public offgriaf $115 million of convertible senior notes due in 20The net proceeds from
offering were used for general corporate purpo&sh notes bear interest at 5.25% payable semially, in arrears, on May 1 ¢
November 1. As a result of the acquisition, thg5% convertible senior notes are convertible intol'fan conversion units ¢164.136 pe
$1,000 in principal amount of such notes. Thisqaa to shares of Southwest Airlines common stdck eonversion rate of 52.6877 shi
and $615.17 in cash per $1,000 in principal amount ahsnotes. This conversion rate is subject to adjast under certain circumstan
such as: granting of stock and cash dividends, kemvéiole fundamental change of ownership provisioe, ifsuance of rights or warrai
and/or a distribution of capital stock. Subsequerthe acquisition, holders of $5 million in pripal amount elected to convert their nc
Remaining holders may convert their 5.25% convkrtibenior notes into shares of common stock atr thption at any time. Tt
5.25% convertible senior notes are not redeemablthea Companys option prior to maturity. The holders of the 3@2%onvertibl
senior notes may require the Company to repurckasie notes, in whole or in part, for cash upondateurrence of a fundamental change
defined in the governing supplemental indenturea a¢purchase price of 100 percent of the princgmabunt plus any accrued and un,
interest.
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As a result of triggering the fundamental changewfiership provision in the 5.25% convertible semiotes and as a result of the acquisi
an embedded conversion option is deemed to erisicéordance with applicable accounting guidantee embedded conversion optio
required to be separated and accounted for asesstiading derivative. A fair value calculation, iziihg similar market yields and t
Southwest Airlines common stock price, was perfatfoe the debt with and without the equity to measthhe equity component. The ve
allocated to the conversion option 08% million is classified as permanent equity. Thneated premium associated with the notes exoy
the equity feature was $10 million, and is beingé#ined to interest expense over the remainingoffthe notes.

The dilutive effect of the shares that would beiéskif the convertible notes were converted isudet in the Compang’dilutive net incom
per share calculation, unless such conversion woelconsidered antidilutive. See Note 4.

9. COMMITMENTS AND CONTINGENCIES

The Company is from time to time subject to varitegal proceedings and claims arising in the omjicaurse of business, including, but
limited to, examinations by the IRS. The Compamganagement does not expect that the outcome imhitg currently ongoing leg
proceedings or the outcome of any adjustments predeéy the IRS, individually or collectively, wilave a material adverse effect on
Company's financial condition, results of operadicor cash flow.

During 2008, the City of Dallas approved the Loveld- Modernization Program (“LFMP™)a project to reconstruct Dallas Love F
(“Airport”) with modern, convenient air travel fdities. Pursuant to a Program Development Agreerfi@®DA”) with the City of Dallas, ar
the Love Field Airport Modernization Corporatiorr (tFAMC,” a Texas non-profit “local government gmration”established by the City
act on the Citys behalf to facilitate the development of the LFiVithe Company is managing this project. Major tmtsion commence
during 2010, with completion of the project schedufor the second half of 2014. Although subjecthange, at the current time the prc
is expected to include the renovation of the Aitgarline terminals and complete replacement oédatilities with a new 2@ate facility
including infrastructure, systems and equipmentraft parking apron, fueling system, roadways grthinal curbside, baggage hand
systems, passenger loading bridges and suppoensysand other supporting infrastructure.

It is currently expected that the total amount $menthe LFMP project will be approximately539 million. Although the City of Dallas h
received commitments from various sources that exgected to fund portions of the LFMP project, utlthg the Federal Aviatic
Administration, the Transportation Security Admtiragion, and the City Aviation Fund, the majority of the funds used expected to t
from the issuance of bonds. During fourth qua@t0, $310 million of such bonds were issued by the LFAM@d the Company h
guaranteed principal and interest payments on ¢imeld Depending on funding needs and the timinthese funds from other sources
additional tranche of bonds will likely be issuaibpto the completion of the LFMP project.

The Company has agreed to manage the majorityeoL MP project, and as a result, has evaluatednig®ing accounting requirements
consideration of accounting guidance provided &ssées involved in asset construction. The Compasyrecorded and will continue
record an asset and corresponding obligation ferctist of the LFMP project as the constructionhef fiacility occurs. As of September
2011, the Company had recorded construction costiied of $152 million as both an asset as a cormtoof Ground property and equipm
and a corresponding liability as a component ofeDthoneurrent liabilities, respectively, in its unaudit€bndensed Consolidated Bala
Sheet. Upon completion of the LFMP project, iéxpected the Company would begin depreciating $ieta over their estimated useful Ii
and would reduce the corresponding liabilities pwiy through the Company’s airport rental paymeotthe City of Dallas.
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Unsecured Revolving Credit Facility

On April 28, 2011, the Company entered into a n@a@0$million unsecured revolving credit facility @xpg in April 2016 and terminated

previous facility, which would have expired in Ogés 2012, as well as AirTras’'previous facility. Other than an increased bweing
capacity, the Company’s new facility is substahtitthe same as the previous facility. At the Compa option, interest on the new faci
can be calculated on one of several different basée new facility also contains a financial cogenrequiring a minimum coverage ratic
adjusted pre-tax income to fixed obligations, afinéd. As of September 30, 20lthe Company was in compliance with this covenan
there were no amounts outstanding under the renglutiedit facility.

10. FAIR VALUE MEASUREMENTS

Accounting standards pertaining to fair value measents establish a thréer fair value hierarchy, which prioritizes thepirts used i
measuring fair value. These tiers include: Levelidfined as observable inputs such as quotedspiicactive markets; Level 2, definec
inputs other than quoted prices in active markeds are either directly or indirectly observablagdad.evel 3, defined as unobservable inpu
which little or no market data exists, thereforquieing an entity to develop its own assumptions.

As of September 30, 2011, the Company held ceitins that are required to be measured at fairevatua recurring basis. These inclL
cash equivalents, shadrm investments (primarily treasury bills, comnigrcpaper, and certificates of deposit), certaimawren
investments, interest rate derivative contractsl| fierivative contracts, and available-for-saleuséies. The majority of the Company’s short-
term investments consist of instruments classifiedlevel 1. However, the Company has certificafateposit and commercial paper that
classified as Level 2, due to the fact that the failue for these instruments is determined utifiziobservable inputs in natctive
markets. Noncurrent investments consist of ceaiction rate securities, primarily those collaieesl by student loan portfolios, which
guaranteed by the U.S. Government. Other avaHfibisale securities primarily consist of investrtseassociated with the Compasygxces
benefit plan.

The Company’s fuel and interest rate derivativariments consist of over-ttmunter (OTC) contracts, which are not traded gquublic
exchange. Fuel derivative instruments include swap well as different types of option contraetkereas interest rate derivatives col
solely of swap agreements. See Note 5 for furthfermation on the Company’derivative instruments and hedging activitiebe Tail
values of swap contracts are determined based mrtsirthat are readily available in public marketscan be derived from informati
available in publicly quoted markets. Therefores Company has categorized these swap contratesvas2. The Company determines
value of option contracts utilizing a standard optpricing model based on inputs that are eithadihg available in public markets, can
derived from information available in publicly gedt markets, or are quoted by financial institutidhat trade these contracts. Beci
certain of the inputs used tietermine the fair value of option contracts arebservable (principally implied volatility), the @gpany ha
categorized these option contracts as Level 3. falmevalue of option contracts considers both ititeinsic value and any remaining ti
value associated with those derivatives that hate/et settled. The Company also considers couatsrgredit risk and its own credit risk
its determination of all estimated fair values.eTBompany has consistently applied these valuagionniques in all periods presented
believes it has obtained the most accurate infaomavailable for the types of derivative contrattsolds.
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The Companys investments associated with its excess benefit @bnsist of mutual funds that are publicly traded for which market pric
are readily available. This plan is a deferred pensation plan designed to hold Employee contdinstin excess of limits established
Section 415 of the Internal Revenue Code. This jdafunded through qualifying Employee contribngp and it impacts the Company’
earnings through changes in the fair value of plssets.

All of the Company’s auction rate security instrurge totaling $81 million at September 30, 201% alassified as available-feale
securities and are reflected at estimated fairevaiithe unaudited Condensed Consolidated BalaheetS In periods when an auction pro
successfully took place every 38-days, quoted market prices would be readilylalbkd, which would qualify the securities as Lee
However, due to events in credit markets beginmingng first quarter 2008, the auction events fase remaining instruments failed,
have continued to fail through the current peridtherefore, the Company determines the estimaieddtues of these securities utilizin
discounted cash flow analysis or other type of atiun model. The Company has performed, and relytinpdates, a valuation for each o
auction rate security instruments, considering, mgnather items, the collateralization underlying #ecurity investments, the expected ft
cash flows, including the final maturity, associbt®ith the securities, and estimates of the newetihe security is expected to ha\
successful auction or return to full par value.

In association with its estimate of fair value tethto auction rate security instruments as of @aper 30, 2011, the Company has recort
temporary unrealized decline in fair value of $1iliam, with an offsetting entry to AOCI. The Comapy continues to believe that this dec
in fair value is due entirely to market liquiditysues, because the underlying assets for the tyapdithese auction rate securities held by
Company are currently rated investment grade by dy@p Standard and Pogr’ and Fitch and are almost entirely backed byutfe
Government. The range of maturities for the Com{zmamuction rate securities are fromyears to 36 years. Considering the rel:
insignificance of these securities in comparisorth® Companys liquid assets and other sources of liquidity, @@mpany has no curre
intention of selling these securities nor doexjiezt to be required to sell these securities leforecovery in their cost basis. At the tim
the first failed auctions during first quarter 20@8e Company held a total of463 million in auction rate securities and, sinlcat ttime, ha
been able to sell $367 million of these instrumentsar value.

The Company remains in discussions with its remgirdounterparties to determine whether mutuallyeeaiple decisions can be reac
regarding the effective repurchase of its remair@ngtion rate securities. The Company continuesata interest on its outstanding auc
rate security instruments. Any future fluctuatiarfair value related to these instruments thatGoenpany deems to be temporary, inclu
any recoveries of previous temporary wutewns, would be recorded to AOCI. If the Companyedaines that any future valuat
adjustment is other than temporary, it will recardharge to earnings as appropriate.
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(unaudited)

Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statement

The following tables present the Compangssets and liabilities that are measured avé#tie on a recurring basis at September 30, 20d

December 31, 2010:

Description
Assets
Cash equivalent
Cash equivalents (i
Commercial pape
Certificates of depos
Shor-term investments
Treasury bills
Certificates of depos
Commercial pape
Noncurrent investments (
Auction rate securitie
Certificates of depos
Interest rate derivatives (see Note
Fuel derivatives
Swap contracts (¢
Option contracts (c
Other available-for-sale securities

Total assets

Liabilities

Fuel derivatives
Swap contracts (¢
Option contracts (c

Interest rate derivatives (see Note 5)

Total liabilities

Fair value measurements at reporting date usin

Quoted prices in

active markets  Significant other Significant

for identical observable unobservable
assets inputs inputs
September 30
2011 (Level 1) (Level 2) (Level 3)
(in millions)

$ 891 $ 891 $ - $ =
117 - 117 -
8 - 8 -
2,35¢ 2,35¢ - -
22€ - 22€ -
60 - 60 -
81 - - 81
25 - 25 -
64 - 64 -
21€ - 21€ -
582 - - 582
5 - - 5
$ 4,62¢ $ 3,24t $ 71€ $ 66¢
$ (440 $ - 3 (440) $ -
(2,015 - - (2,015
(130) - (130) -
$ (1,585 $ - 9 (570 $ (1,015)

(a)Cash equivalents is primarily composed of moneyketanvestments
(b)Noncurrent investments are included in Other assdte unaudited Condensed Consolidated Balaneets
In the unaudited Condensed Consolidated BalancetSim@ounts are presented as a net liability, am@lao net of cash collateral

(c)provided to counterparties. See Nott

In the unaudited Condensed Consolidated BalancetSi@ounts are presented as a net asset, and@retof cash collateral receive

(d)from or provided to counterparties. See Not
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Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statement
(unaudited)

Fair value measurements at reporting date usin
Quoted prices in

active markets  Significant other Significant
for identical observable unobservable
assets inputs inputs
December 31
Description 2010 (Level 1) (Level 2) (Level 3)
Assets (in millions)
Cash equivalent $ 1,261 $ 1,261 $ -8 =
Shor-term investments
Treasury bills 2,01(C 2,01( - -
Certificates of depos 267 - 267 -
Noncurrent investments ( 93 - - 93
Interest rate derivative 73 - 73 -
Fuel derivatives
Swap contracts (k 33 - 33 -
Option contracts(h 233 - - 233
Swap contracts (¢ 28¢€ - 28€ -
Option contracts(c 78€ - - 78¢
Other available-for-sale securities 39 34 - 5
Total assets $ 508: $ 3,308 $ 65¢ $ 1,11¢
Liabilities
Fuel derivatives
Swap contracts (k $ (387 $ - $ (387) $ =
Option contracts(b (119 - - (119
Swap contracts (¢ (47¢) - (47¢) -
Option contracts(c (21€) - - (21€)
Interest rate derivatives (4) - (4) -
Total liabilities $ (1,202) $ - $ (867) $ (33%)

(a)Auction rate securities included in Other assethénunaudited Condensed Consolidated Balance .
In the unaudited Condensed Consolidated BalancetSmounts are presented as a net liability, amélao net of cash collateral

(b)provided to counterparties. See Nott

In the unaudited Condensed Consolidated BalancetSi@ounts are presented as a net asset, and@retof cash collateral receive

(c)from counterparties. See Note

The Company had no transfers of assets or liaslitietween any of the above levels during the mioeths ended September 30, 2011.

following tables present the Compasyactivity for items measured at fair value on eureng basis using significant unobservable in
(Level 3) for the three and nine months ended $eipée 30, 2011:
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Southwest Airlines Co.
Notes to Condensed Consolidated Financial Statement

(unaudited)
Fair value measurements using significar
unobservable inputs (Level 3)

Fuel Auction rate Other
(in millions) derivatives securities securities Total
Balance at June 30, 20 $ 84€ $ 84 $ 5 % 93t
Total gains or (losses) (realized or unrealiz
Included in earning (63E5) - - (635)
Included in other comprehensive inco (629 3 - (627)
Purchase 10t - - 10E
Sales (93 - - (93
Settlements (32) - - (32
Balance at September 30, 2011 $ (433 $ 8l (@) $ 5 $ (347)
The amount of total gains or (losses) for
period included in earnings attributable to
change in unrealized gains or losses relatir
assets still held at September 30, 2011 $ 619 $ = $ - $ (614)

(@) Included in Other assets in the unaudited Coseld Consolidated Balance Sh

Fair value measurements using significant
unobservable inputs (Level 3

Fuel Auction rate Other
(in_ millions) derivatives securities securities Total
Balance at December 31, 2C $ 68€ $ 93 $ 5 % 784
Total gains or (losses) (realized or unrealiz
Included in earning (43¢ - - (43¢)
Included in other comprehensive inco (439 2 - (437)
Purchase 42¢ - - 42~
Sales (499 (14) - (513
Settlements (16¢) - - (16¢€)
Balance at September 30, 2011 $ (433 $ 8l (a) $ 5 $ (347)
The amount of total gains or (losses) for
period included in earnings attributable to
change in unrealized gains or losses relatir
assets still held at September 30, 2011 $ (408 $ = $ - $ (405)

(@) Included in Other assets in the unaudited Coseld Consolidated Balance Sh

All settlements from fuel derivative contracts tha¢ deemed “effectivedre included in Fuel and oil expense in the petii@dunderlying fue
is consumed in operations. Any “ineffectiveneas$ociated with hedges, including amounts thaleseitt the current period (realized),
amounts that will settle in future periods (unreati), is recorded in earnings immediately, as apmorent of Other (gains) losses, net.
Note 5 for further information on hedging. Any ggiand losses (realized and unrealized) relatedhi@r investments are reported in O
operating expenses, and were immaterial for theeetind nine months ended September 30, 2011 afd 201

The carrying amounts and estimated fair valueshef Company’s (including AirTran) longrm debt (including current maturities)
September 30, 2011, are contained in the belove tabhe estimated fair values of publicly held ldagn debt were based on quoted me
prices.
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(In millions)

10.5% Notes due 201

French credit agreements due 2!

6.5% Notes due 201

5.25% Notes due 201

5.75% Notes due 201

5.25% Convertible senior notes due 2!

5.125% Notes due 20:

French credit agreements due 2!

Fixed rate B717 aircraft notes payable through z- 10.43%
Fixed rate B737 aircraft notes payable through Z- 7.02%
Term loan agreement due 2C- 6.64%

Term loan agreement due 2C- 6.84%

Term loan agreement due 2C- 5.223%

Floating rate B737 aircraft notes payable throughQ- 1.91%
Pass through certificates due 2(

7.375% Debentures due 20

30

Estimated

Carrying fair
value value

$ 39¢ $ 391
10 10

37¢ 38t

35C 367

271 29¢

12C 114

30C 32z

69 69

68 73

41 44

27€ 282

10t 114

49€ 447

634 634

411 42C

64 81




Item 2. Management's Discussind Analysis of Financial Condition and Resuft®perations

Relevant Southwest comparative operating statifticthe three and nine months ended Septembet(@, and 2010 are included below.
discussed in Note 2 to the unaudited Condenseddlidated Financial Statements, these statistickidecthe operations of AirTran sir

May 2, 2011, but prior to that date only include tperations of Southwest.

Revenue passengers carr

Enplaned passenge

Revenue passenger miles (RPMs) (O(
Available seat miles (ASMs) (000

Load factoi®)

Average length of passenger haul (mil
Average aircraft stage length (mile

Trips flown

Average passenger fg

Passenger revenue yield per RPM (ce
Operating revenue per ASM (cen

Passenger revenue per ASM (ce

Operating expenses per ASM (cer

Operating expenses per ASM, excluding fuel (ce
Fuel costs per gallon, including fuel t

Fuel costs per gallon, including fuel tax, econo
Fuel consumed, in gallons (million

Active fulltime equivalent Employee

Aircraft in service at peric-end®

(1) Revenue passenger miles divided by availaldersdes.

Three months endec
September 30,

2011 2010 Change
28,208,03 22,879,09 23.2%
35,010,06 27,814,89 25.9%
27,322,28 20,673,08 32.2%
33,318,08 25,557,69 30.4%

82.(% 80.9% 1.1pts
96¢ 904 7.2%
69C 65¢ 5.7%

359,63 287,20! 25.2%

142.3: 132.5: 7.4%
14.6¢ 14.67 0.1%
12.9¢ 12.4¢ 3.6%
12.0¢ 11.8¢ 1.€%
12.2¢ 11.1C 10.5%

7.5C 7.4 0.4%

3.2¢ 2.47 30.8%

3.1¢ 2.3¢ 33.6%
49C 37¢ 30.7%

45,11: 34,83¢ 29.5%
69¢ 547 27.&%

(2) Includes leased aircraft and excludes air¢hett are not available for service or are in sterdgld for sale, or for return to the les:

Revenue passengers carr

Enplaned passenge

Revenue passenger miles (RPMs) (O(
Available seat miles (ASMs) (000

Load factoi®)

Average length of passenger haul (mil
Average aircraft stage length (mile

Trips flown

Average passenger fg

Passenger revenue yield per RPM (ce
Operating revenue per ASM (cen

Passenger revenue per ASM (ce

Operating expenses per ASM (cer

Operating expenses per ASM, excluding fuel (ce
Fuel costs per gallon, including fuel t

Fuel costs per gallon, including fuel tax, econo
Fuel consumed, in gallons (million

Active fulltime equivalent Employee

Aircraft in service at peric-end®

(1) Revenue passenger miles divided by availaldersdes.

Nine months ended Septembg

30,

2011 2010 Change
76,437,63 65,739,35 16.2%
94,040,09 79,063,56 18.€%
72,402,02 58,041,02 24.7%
89,281,17 73,648,99 21.2%

81.1% 78.% 2.3pts
947 887 7.2%
67¢ 64¢ 5.1%

974,22: 836,31« 16.5%

141.6° 129.9° 9.C%
14.9¢ 14.7: 1.6%
12.9¢ 12.21 6.C%
12.1° 11.6¢ 4.6%
12.32 11.1¢ 10.4%
7.6€ 7.52 2.1%
3.17 2.4¢ 27.%
3.1¢ 2.3¢€ 33.%
1,307 1,07¢ 21.6%
4511 34,83¢ 29.5%
69¢ 547 27.%

(2) Includes leased aircraft and excludes air¢hett are not available for service or are in sterdgld for sale, or for return to the les:
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Reconciliation of Reported Amounts to nonGAAP Financial Measures (unaudited) (in millions, &cept per share and per ASN

amounts)

Operating income, as reportec
Add/(Deduct): Reclassification betwe
Fuel

and oil and Other (gains) losses, |
associated with current period settle
contracts

Add/(Deduct): Contracts settling in tt
current

period, but for which gains and/or
(losses

have been recognized in a prior peri
Add: Acquisition and integration cost
net (a)

Add: Charge for Asset Impairments,
@)

Operating income, non-GAAP

Net income (loss), as reporte:
Add/(Deduct): Mark-to-market impac
from fuel

contracts settling in current and futu
periods

Add/(Deduct): Ineffectiveness from
fuel hedge:

settling in future period
Add/(Deduct): Other net impact of fu
contracts

settling in the current or a prior peri
(excluding reclassification:

Income tax impact of fuel contrac
Add: Acquisition and integration cos
net (b)

Add: Charge for Asset Impairments,
net (b)

Net income, non-GAAP

Net income (loss) per share, dilutec
as reported

Add/(Deduct): Net impact to net
income (loss) abov

from fuel contracts divided by dilutivi
shares

Add: Impact of special items, net (b)
Net income per share, diluted, non-
GAAP

Operating expenses per ASM (cents
Deduct: Fuel expense divided by AS
Deduct: Impact of special items, net
Operating expenses per ASM, nc-
GAAP,

excluding fuel and special item:
(cents)

Three months ended

Nine months ended

September 30 September 30
Percent Percent
2011 2010 Change 2011 2010 Change
22 $ 35t $ 54¢ $ 77z
(©) () 6 13
27 34 11 14t
22 1 95 1
14 - 14 -
28t $ 38¢ (26.7) $ 67z $ 90t (25.7)
(140 $ 20t $ 26 $ 32¢
28¢ (27) 14¢ 4
78 (24) 11F 22
27 34 11 14t
(159 7 (10%) (64)
14 - 59 1
9 - 9 -
12z $ 19t (374 $ 265 $ 43€ (39.7)
(0.19) $ 0.27 $ 0.0: $ 0.44
0.3C (0.03) 0.2Z 0.14
0.0: - 0.0¢ -
0.1t $ 0.2¢ 429 $ 03¢ $ 0.5¢ (41.9
12.2¢ 11.1C 12.32 11.1¢€
(4.76¢) (3.63) (4.69) (3.69)
(0.12) - (0.12) -
7.3¢ 747 1.2 7.5€ 7.52 0.5

* As a result of prior hedge ineffectiveness andfmtracts marked to market through earni



(a) Amounts net of profitsharing impact on chargesirred through March 31, 2011. The Company areérits$ profitsharing plan during
second quarter 2011 to defer the profitsharing ehphintegration costs incurred from April 1, 20thtough December 31, 2013. The
profitsharing impact of these costs will be realize 2014 and beyon:

(b) Amounts net of taxes and profitsharing as deedrin footnote (a) abov
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Note Regarding Use of Non-GAAP Financial Measures

The Company's unaudited Condensed ConsolidatechétalaStatements are prepared in accordance witbuating principles genera
accepted in the United States (GAAP). These GAMRricial statements include (i) unrealized wash adjustments and reclassificati
which can be significant, as a result of accountimguirements and elections made under accountimgopncements relating to derivat
instruments and hedging and (ii) other chargethmpany believes are not indicative of its ongaipgrational performance.

As a result, the Company also provides financitdrimation in this filing that was not prepared iccardance with GAAP and should noi
considered as an alternative to the informatiopared in accordance with GAAP. The Company provalgmlemental noGAAP financia
information, including results that it refers to '&conomic,” which the Company's management usilitte evaluate its ongoing financ
performance and the Company believes provides gréansparency to investors as supplemental irdbom to its GAAP results. Tl
Company's economic financial results differ from &A results in that they only include the actualhcaettlements from fuel hec
contracts—all reflected within Fuel and oil expense in theipe of settlement. Thus, Fuel and oil expense me@nomic basis reflects
Companys actual net cash outlays for fuel during the ajplie period, inclusive of settled fuel derivato@ntracts. Any net premium ca
paid related to option contracts are reflected esmaponent of Other (gains) losses, net, for bo\B and nonGAAP (including economit
purposes in the period of contract settlement. &lee®nomic results provide a better measure ointpact of the Company's fuel hedges
its operating performance and liquidity since tlexclude the unrealized, naash adjustments and reclassifications that areraded ir
GAAP results in accordance with accounting guidamdating to derivative instruments, and they refflall cash settlements related to
derivative contracts within Fuel and oil expenskisTenables the Company's management, as wellvastars, to consistently assess
Company's operating performance on a year-over-geajuarter-oveguarter basis after considering all efforts in pldo manage fu
expense. However, because these measures are teomided in accordance with GAAP, such measuressaseeptible to varyir
calculations and not all companies calculate thasuees in the same manner. As a result, the afot@ned measures, as presented, ma
be directly comparable to similarly titled measypessented by other companies.

Further information on (i) the Company's fuel hedgprogram, (ii) the requirements of accounting derivative instruments, and (iii) t
causes of hedge ineffectiveness and/or mamkdoket gains or losses from derivative instrumesitgicluded in Note 5 to the unaudi
Condensed Consolidated Financial Statements attteiiCompany’s Annual Report on Form KCfor the fiscal year ended December
2010.

In addition to its “economic” financial measures,defined above, the Company has also provided oileGAAP financial measures a
result of items that the Company believes are mdicative of its ongoing operations. These inclatiarges for the three and nine mo
ended September 30, 2011 of $22 million and $9%anjlrespectively (before the impact of profitshagrand/or taxes) related to exper
associated with the Company's acquisition and rategn of AirTran and a charge for the three morghded September 30, 2011 of
million (before the impact of profitsharing andAaixes) for an asset impairment related to the Coyiparecent decision not to equip
Classic (737300/500) aircraft with Required Navigation Perforroa (RNP) capabilities. The Company believes thatluation of it
financial performance can be enhanced by a prasemtaf results that exclude the impact of thesend in order to evaluate the results
comparative basis with results in prior periodst ta not include such items and as a basis foruatialy operating results in futt
periods. As a result of the Compasyacquisition of AirTran, which closed on May 2,120 the Company has incurred and expec
continue to incur substantial charges associatéid iniegration of the two companies. While the Campcannot predict the exact timing
amounts of such charges, it does expect to treattthrges as special items in its future presemtati non-GAAP results.
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Material Changes in Results of Operations
Overview

As discussed in Note 2 to the unaudited Condensmtsdidated Financial Statements, on May 2, 204&, Gompany consummated
acquisition of AirTran. For GAAP reporting, thecaepanying results of operations and cash flowstlierthree and nine months en
September 30, 2011, contain AirTranfesults beginning as of the date of acquisitishile the prior year only includes the result:
Southwest for all periods presented. In certastubsions that follow, primarily those involvingnf@rdiooking information used in tl
projection of future results, the Company has chdsemake comparisons to prior year “combineglults or measures in order to pro'
more meaningful information since all future resutbr Southwest will include AirTran results. Rrigear combined results consist of
combination of Southwest and AirTran stand-alorseilts, without any retrospective application of@sdionrelated accounting adjustmer

The Company'’s third quarter 2011 net loss was $hdiion, or $0.18 per share, diluted, comparedh® €ompanys third quarter 2010 r
income of $205 million, or $0.27 per share, dilut&tie Companys net income for the nine months ended Septemhe2@®0L, was $z
million, or $0.03 per share, diluted, versus nebime of $328 million, or $0.44 per share, dilutedhe same prior year period. On a non-
GAAP basis, the Comparg/third quarter 2011 net income was $122 millian$@.15 per share, diluted, which was 37.4 perteemér thai
the Company’s third quarter 2010 net income of $d8i5on, or $0.26 per share, diluted, on a non-GABasis. On a year-to-date basis, non
GAAP net income was $263 million or $.34 per shdieited, compared to noBAAP net income of $436 million, or $.58 per shatiéyted

in the same prior year period. The primary redsorthe difference between the Company’s GAAP aad-BGAAP results in these peric
was a significant fluctuation in the non-cash GAadjustments recorded as a result of the Comgamyrtfolio of future derivative contra
utilized in attempting to hedge against jet fuat@wolatility, specifically within the Company’2012 through 2015 fuel hedge portfolio.
Note 5 to the unaudited Condensed ConsolidatechEialaStatements. In addition, AirTran acquisiteamd integratio-related expenses &

an asset impairment charge contribute to the diffee between GAAP and non-GAAP results.

The Company’s third quarter 2011 operating incowl@ch excludes the majority of the impact of ntash derivative adjustments, decrei
36.6 percent year-overear. The Company had operating income of $22%amiiin third quarter 2011 versus operating incoofieb35¢
million in third quarter 2010. On a year-late basis, operating income was $546 million caeghéo operating income of $772 million in
same prior year period. On a non-GAAP basis, theanys third quarter 2011 operating income was $285anilVersus operating incor
of $389 million in third quarter 2010. On a yeareate basis, NoGAAP operating income was $672 million comparedperating incom
of $905 million in the same prior year period. Both third quarter 2011 and on a year-to-datesb#ise Company'’s year-ovgear decline i
non-GAAP operating income primarily was driven by sfga@nt increases in jet fuel costs, which exceetterd additional revenues 1
Company was able to achieve through increased #arésther revenuenhancing techniques. Although the Company hasrsaphifican
progress in increasing revenues, the Companmgsults have been impacted by volatile energgepriand a challenging econo
environment. The Company achieved third quartdrysar-todate records in both Passenger revenue yield aabifétor (the percentage
seats filled, or RPMs divided by ASMs). Howeveg tBompany’s economic fuel cost per gallon incre&$@ percent, resulting in year-over-
year declines in both n-GAAP operating income and net income.
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The Company believes that its acquisition of AirTgositions it to better respond to the economit @@mpetitive challenges of the indu:
because:

« it grows the Companyg’ presence in key markets it did not previouslyweesnd represents a significant step to
positioning the Company for future grow

- it allows the Company to offer more Idfare destinations by extending its network and miifging into new market
including significant opportunities to and from &tlta, the busiest airport in the United States thedlargest domes
market the Company previously did not sel

« it expands the Company’s presence in stottrolled markets where the Company previously htld (New York
LaGuardia) or no (Ronald Reagan Washington Natigivalort) service;

« it expands the Comparg/service in other key domestic markets, includington and Baltimore, and adds destinations
route system

« itincreases the Company’s share of current domestrket share capacity (as measured by ASMs);

« it provides access to nemternational leisure markets in the Caribbean lsleico, as well as smaller cities, and prov
firsthand and meaningful insight into these newagrgion opportunities; ar

« based on current operations, the combined compmamexpected to serve more than 100 million custoraaraially fron
more than 100 different U.S. and r-international destination

The Company currently believes the transactionthegotential to yield net annual synergies of nmtbes $400 million by 2013. Excludi
onetime acquisition and integration costs estimatetbtal approximately $500 million through 2014, thensaction is also expected tc
accretive to the Company'’s fullgduted earnings per share in 2011 and 2012, amahgly accretive thereafter, upon full realizatiohthe
estimated net synergies. In addition, althoughtl8eest Airlines and AirTran Airways continue to opie as two separate airlines, the
carriers are complementary with little route ovprlzetween the two carriers. Strategically, bothriess have an emphasis on outstan
Customer service, high quality low-cost operatiaudid low-fare brands, and strong Employee culture

The Company is making progress on the integratfohidran into its operations and existing procesaed believes that the acquisition
other current strategic initiatives discussed belpwsition the Company for significant future reuergrowth. The Company plans to have
vast majority of AirTrans headquarters functions moved from Orlando tod3dlly the end of 2011, expects to have approval the Feder:
Aviation Administration (the “FAA”) to achieve argile operating certificate in first quarter 2018dalans to begin conversion of AirTran’
fleet to the Southwest livery beginning in 201zheTCompany has begun “optimizing” AirTranhetwork, and is also planning to lau
booking tools in the first half of 2012 to allow §&amers of both entities to book flights on eitbarrier via southwest.com or airtran.com
to integrate the frequent flyer programs of theiees. In July 2011, the Company announced thatSbuthwest Airlines Pilots' Associat
(“SWAPA"), the union representing Southwest Airlineilots, and the Air Line Pilots Association (“ARB, the union representing the pil
of AirTran Airways, had reached an agreement imgpile, subject to the respective unions' board@am and membership ratification,
integrate the two groups' seniority lists. Howevigre ALPA Master Executive Council determined totsend this agreement to
membership for vote. In September 2011, the Compamounced that another agreement in principleldesh reached by such partie
integrate the two groups’ seniority lists. Theemgnent in principle has been approved by SWAPA'arBmf Directors and ALPA Maste
Executive Council, allowing the membership of eacion to review the proposed agreement and puat & tatification vote. In Septeml|
2011, the Transportation Workers of America, AFIOC(“TWU 566"), the union that represents Southwest Flight Attetgjaand th
Association of Flight Attendants (“AFA”the union that represents AirTran Airways Flightehidants, reached a process agreement reg
seniority list integration. The process agreenastéblishes the policies and procedures that TWaJas@ AFA will follow to reach seniori
list integration.
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In addition to the AirTran acquisition, the Comp&angther major strategic initiatives include thddwing:

« Implementation of the Company’s All New Rapid Red&a® frequent flyer program, which took place in firstagter 2011 ar
which has exceeded the Compangxpectations in the number of frequent flyer memaladded, the amount spent per me
on airfare, the number of Southwest/Chaséemded credit card members added, and the nunfbieequent flyer point
purchased by program membe

« The addition of a larger aircraft, the Boeing 7308to the Company’fleet, which is scheduled to begin in first qgr2012 an
is expected to allow the Company to profitably exgpdo new destinations, including neaternational locations, gener
additional revenue by replacing current aircraftspecified routes and locations that are restridtezito space constraints or
controls, and operate at a lower seat mile cost

« The replacement of the Compasyeservations system, which is currently limiteddbmestic service, which will allow t
Company to add international destinations, as agthither important Customer Service automationduamationality.

Each of these initiatives is expected to contrilsigmificant incremental revenues once fully impégrted into the Company’s operations.

In third quarter 2011, the Company purchased sewam 737-700 aircraft from Boeing and retired twalesl 737300s from activ
service. This activity brings the Company’s condd “active” fleet to 699 aircraft at September 3011, including the 88 Boeing 7 2DO0s
and 52 Boeing 737-700s received as a result o€tirapanys acquisition of AirTran. The Company currentlypegts to end 2011 with 6
aircraft. The Company plans to be aggressivesirfiforts to optimize the combined Southwest and vain networks and redeploy capa
more profitably. On a combined basis, the Compaxpects to fly approximately two percent more ASisfourth quarter 2011, compal
to combined fourth quarter 2010 results, and ctigrgrians for 2012 combined ASMs to be approximatzgual to its 2011 combined ASMs.
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Comparison of three months ended September 30, 201d three months ended September 30, 2010
Revenues
The following table presents the consolidated apegaevenues for the Company for the three moattded September 30, 2011 compart

prior year reported results, as well as a recatwmln of the impact of the AirTran acquisition ¢retcomparative results (in millions, except
percentage changes):

Dollar Dollar Percent
change change change
Three months endec attributable excluding excluding
September 30 Dollar to AirTran AirTran AirTran
2011 2010 change results results results
OPERATING REVENUES:
Passenge $ 4,012 $ 3,032 $ 98z $ 65€ $ 32€ 10.€
Freight 35 31 4 - 4 12.¢
Other 262 12¢ 138 10z 31 24.C
Total operating revenut $ 4,311 $ 3,192 $ 1,11¢ % 75¢  $ 361 11.z

On a consolidated basis, operating revenues fothtee months ended September 30, 20id¢reased by $1.1 billion, or 35.1 perc
compared to third quarter 2010. The majorityhaf increase was due to the inclusion of third gua?011 results of AirTran. Excluding
third quarter 2011 results of AirTran, operatingereues for third quarter 2011 increased by $36lianjlor 11.3 percent, compared to tl
quarter 2010, primarily due to a $326 million, @.8& percent, increase in Passenger revenues. Apmately 47 percent of this increase
Passenger revenues was attributable to the incnegdauthwest Airlinestapacity versus third quarter 2010. In additiggpraximately 4.
percent of this increase was due to a higher yelthe Company has implemented fare increasesattempt to buffer a portion of the imp
of the higher fuel costs. Southwest Airlin€assenger revenue yields increased 4.4 percengvandge Passenger fare increased 9.6 p
compared to third quarter 2010. In addition to fhee increases the Company has been able to inepleemd other revenue manager
techniques, the year-over-year increase in Passeagenues benefitted from continued optimizatidrthe Companys flight schedule f
better match demand in certain markets and, adiocetimes, targeted marketing campaigns in whieh@ompany differentiates its prod
and service from competitors.

Despite a cautious economic outlook, the Compaumgoking trends remain strong. Importantly, besitravel has remained stable s
spring. Based on October traffic and booking tegrtkus far, the Company expects solid passengeravenue year-oveyear growth in th
fourth quarter of 2011. In the event of continwedatility in energy prices, the Company expectsatlld continue to raise fares and pu
other revenue-enhancement opportunities, whichdcasgult in a decrease in passenger demand forsiimnadr travel.

Consolidated freight revenues for third quarter Ricreased by $4 million, or 12.9 percent, comg@acethird quarter 2010, primarily a:
result of higher average rates charged. The Coypapects fourth quarter 2011 consolidated freigivienues to be comparable to tl
quarter 2011’s $35 million. Excluding the thgdarter 2011 results of AirTran, Other revenues increased by ®8llon, or 24.0 percer
compared to third quarter 2010. The majority ab timcrease was a result of higher revenues adedcigith commissions earned fr
programs the Company sponsors with certain busipagsers, such as the Company sponsorebdrainded Visa card. Other revenues
AirTran for third quarter 2011 included approximat&é43 million in baggage fees collected from Cuséos. The Company expe
consolidated Other revenues for fourth quarter 20lexceed combined results for fourth quarter 2010
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Operating expenses

Consolidated operating expenses for third quarédrlZincreased by $1.2 billion, or 44.0 percent, parad to third quarter 2010, wt
capacity increased 30.4 percent compared to thiattgr 2010 primarily due to the inclusion of Aiaf‘s operating expenses during
period. Historically, except for changes in thécgrof fuel, changes in operating expenses fomasl primarily are driven by changes
capacity, or ASMs. Excluding the third quarter 20esults of AirTran, operating expenses increase® percent. The following tab
present the Company’s operating expenses per AShhiia quarter 2011 and third quarter 2010, andry@veryear dollar changes for t
same periods showing a reconciliation of the impdidhe AirTran acquisition on the comparative tesufollowed by explanations of the
changes on a dollar basis (excluding the 2011 tsefad AirTran) and/or on a per-ASM basis:

Three months endec

September 30, Per ASM Percent
(in cents, except for percentages) 2011 2010 change change
Salaries, wages, and bene 3.44¢ 3.67¢ (0.25 ¢ (6.3
Fuel and oi 4.7¢ 3.65 1.1z 31.1
Maintenance materia
and repair: 0.8 0.77 0.0 6.5
Aircraft rentals 0.27 0.17 0.1C 58.¢
Landing fees and other rent: 0.77 0.82 (0.05) (6.2)
Depreciation and amortizatic 0.57 0.6: (0.06) (9.5
Acquisition and integratio 0.07 - 0.07 n.a
Other operating expenses 1.5¢ 1.41 0.1t 10.€
Total 12.2¢¢ 11.1(¢ 1.1€¢ 10.t
Dollar Dollar Percent
change change change
Three months endec attributable excluding excluding
(in millions, except for September 30 Dollar to AirTran AirTran AirTran
percentages 2011 2010 change results results results
OPERATING EXPENSES:
Salaries, wages, and bene 1,14¢ $ 93¢ $ 20€ $ 141 % 67 7.1
Fuel and oi 1,58¢ 92€ 66C 314 34¢€ 37.4
Maintenance materia
and repair: 272 19¢€ 76 66 10 5.1
Aircraft rentals 90 43 47 59 (12 (27.9
Landing fees and other rent: 257 21C 47 43 4 1.6
Depreciation and amortizatic 191 161 30 16 14 8.7
Acquisition and integratio 22 1 21 3 18 n.a
Other operating expenses 522 362 16C 98 62 17.1
Total operating expens 4,08¢ $ 2831 $ 1,24¢  $ 74C % 50¢ 17.¢

On a dollar basis, excluding the third quarter 2@ddults for AirTran, operating expenses increase&509 million for third quarter 20.
compared to third quarter 2010, approximately 6&qe of which was due to higher average jet fostg per gallon. Consolidated opera
expenses per ASM (unit costs) for third quarter2iitreased 10.5 percent compared to third quaa#@. Approximately 97 percent of t
increase was due to higher fuel costs, as the Coyipaverage jet fuel costs per gallon increased b8 B6rcent to $3.23, including |
impact of hedging activity. An increase in acquisi and integration expenses (incurred by Southwss$18 million also contributed to t
yearover-year increase in costs on both a dollar ap@&raASM basis during third quarter 2011. Exclgdspecial items, the Company’
operating expenses per ASM, excluding fuel, deemds2 percent to 7.38 cents for third quarter 26drhpared to the same prior y
period. Based on current cost trends, the Compampyects its fourth quarter 2011 nonfuel unit coetgluding special items, to incre.
approximately two percent from fourth quarter 2&16€6mbined nonfuel unit costs, excluding spec&hi. See the previous Note Regar
Use of Non-GAAP Financial Measures.
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Excluding the third quarter 2011 results of AirTr&alaries, wages, and benefits expense on a dal&s for third quarter 2011 increaset
$67 million compared to third quarter 2010. Thejarity of this year-over-year increase was duehe increase in Southwest Airlines’
capacity and number of trips flown, partially off$y a decrease in profitsharing expense. Core@ltiSalaries, wages, and benefits exf
per ASM for third quarter 2011 decreased 6.3 pdrcempared to third quarter 2010. On a pA&M basis, the majority of this decrease w
result of AirTran unit costs for Salaries, wages] denefits being significantly lower than SouthtA\®s This decrease was partially offse
increases in average wage rates paid to the majfriouthwess workforce. Based on current trends, the Compamects fourth quart
2011 Salaries, wages, and benefits expense onsal@ated basis per ASM to increase from fourthrigua@?010’s combined results.

The Company’s Aircraft Appearance Technicians angiext to a collectivdargaining agreement between the Company and traaft
Mechanics Fraternal Association (“AMFA"\hich became amendable in February 2009. The Coyngiach AMFA had tentatively agreed
a new contract, but during July 2011, the Aircigfipearance Technicians voted not to ratify the eagrent. The Company will continue
engage in discussions on a new agreement with AMFA.

Excluding the third quarter 2011 results of AirTrdtuel and oil expense for the three months endgdegber 30, 2011 increased by $
million on a dollar basis compared to third quag@it0. On a peASM basis, consolidated Fuel and oil expense ise@81.1 percent. Bc
of these increases were primarily due to a 30.&eerincrease in the Compasyaverage fuel cost per gallon. Third quarter .
consolidated Fuel and oil expense also includedntipact of a $22 million fuel tax refund, which texd the Compang’average fuel cost |
gallon by approximately 4 cents, partially offsgt$13 million in net payments to counterpartiesoaiged with fuel derivatives settling
third quarter 2011. On a consolidated basis, i @any had net hedging losses reflected in Fuebérekpense totaling $37 million in thi
quarter 2011, while third quarter 2010 hedging dsssecorded in Fuel and oil expense were $89 millidowever, these amounts excl
gains and/or losses recognized from hedge inefimatiss and from derivatives that do not qualifyffedge accounting, which impacts
recorded as a component of Other (gains) lossés &= Note 5 to the unaudited Condensed Consatiddnancial Statements.

As of October 17, 2011, on an economic basis, thmgany had combined derivative contracts in pladated to expected future fi
consumption at the following levels:

Percent of estimated fuel consumption covered by &liderivative contracts
at varying WTI crude -equivalent price levels

Average
WTI Crude
oil
price per
barrel 40Q 2011 First Half 2012 Second Half 2012
Up to $90 approx. 10% approx. 10%
$90 to $10C approx. 15% approx. 25%
$100 to $11( approx. 10% approx. 20% approx. 55%
$110 to $12( approx. 45% approx. 25% approx. 70%
Above $120* approx. 40% approx. 20% approx. 50%
Percent of estimated fuel consumptiol
covered by fuel derivative contracts a
Period varying WTI crude-equivalent price levels
2013 over 50%
2014 over 40%
2015 over 10%

* For first half 2012 and second half 2012, if averge WTI market prices exceed $150 per
barrel and $175 per barrel, respectively, the currat estimated fuel consumption covered by
fuel derivative contracts in each period would deaase to less than 5%.
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As a result of prior hedging activities, the Compawntinues to have significant amounts “frozém”Accumulated other comprehens
income (“AOCI"), and these amounts will be recogmizn the Companyg’ Statement of Operations in future periods wherutiderlying fue
derivative contracts settle. The following tablispthys the Compang’ estimated fair value of remaining fuel derivats@ntracts on
consolidated basis (not considering the impachefdash collateral provided to or received fromnterparties—See Note 5 to the unaudi
Condensed Consolidated Financial Statements fohduinformation) as well as the amount of deferd@sbes in AOCI at September
2011, and the expected future periods in whichelitesns are expected to settle and/or be recogimzearnings (in millions):

Fair value Amount of gains
(liability) of fuel (losses) deferrec
in AOCI at
derivative contracts September 30,
at September 30

Year 2011 2011 (net of tax)
2011 $ (52 $ (55)
2012 (38%) (22¢€)
2013 (24¢) (15€)
2014 28 1
2015 - (33)
Total $ (657) $ (469)

Based on forward market prices and the amountsdérabove table (and excluding any other subseaiamges to the fuel hedge portfol
the Companys jet fuel costs per gallon could exceed market, (unhedged) prices during some of these futwiegse This is based primar
on expected future cash settlements associatedwethlerivatives, but excludes any impact assediatith the ineffectiveness of fuel hed
or fuel derivatives that are marked to market bseathhey do not qualify for hedge accounting. SeteNb to the unaudited Conden
Consolidated Financial Statements for further imfation. Assuming no changes to the Compsurodrrent fuel derivative portfolio, t
including all previous hedge activity for fuel deatives that have not yet settled, and considesimy the expected net cash payments re
to hedges that will settle in 2011, the Compangraviding a sensitivity table for fourth quarterl20 first half 2012, and second half 201:
fuel prices on a consolidated basis at differentl\&fTide oil assumptions as of October 17, 2011, fanéxpected premium costs associ
with settling contracts each period.

Estimated difference in economic jet fuel price pegallon,
above/(below) unhedged market prices, including taes

Average WTI Crude QOil

price per barrel 4Q 2011 First Half 2012 Second Half 2012
$70 $0.11 $0.11 $0.20
$86* $0.11 $0.06 $0.07
$100 $0.11 $0.03 $0.00
$115 $0.08 ($0.03) ($0.20)
Estimated premium costs’ $14 million $34 million $63 million

* Based on the fourth quarter 2011 average Wiwéwod curve and market prices as of October 17128dd current estimated fuel
consumption covered by fuel derivative contraasyth quarter 2011 economic fuel price per galinoluding taxes, is estimated to be
approximately $3.30 per gallon, or $0.11 above migpkices

** Premium costs are recognized as a componentloéiqgains) losses ne
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Excluding the third quarter 2011 results of AirTraaintenance materials and repairs expense fothite® months ended September
2011, increased by $10 million, or 5.1 percentaodollar basis compared to third quarter 2010.s Thérease primarily was attributable
higher airframe expense associated with routineyheaaintenance checks. On a Pe&M basis, consolidated Maintenance materials
repairs expense increased 6.5 percent primaridyrasult of higher engine expense, as AirTsa@oeing 717 fleet has higher engine costs,
flight hour basis, than Southwest’s Bibeing 737 fleet. In October 2011, the Companyraded its engine maintenance contracts witl
Engine Services. Previously, the engines on btsthClassic fleet (737-300/500s) and its 737-700sevaibject to “power-by-the-hour”
agreements in which the cost was based on the nuofilemgine hours flown. The amended agreementhiiClassic fleet has been dee
to no longer meet the risk-transfer criteria ofp@wer-by-the-houragreement, and thus expense will prospectivelyeberded on a time a
materials basis when an engine repair event talese p The maintenance contract for the engineshenCompany’s 73700 fleet wa
amended primarily to incorporate the 52 7280s from the AirTran acquisition, and to extend tbrm of that agreement until Decembel
2021. The amendments to both maintenance contieetsffective October 1, 2011. Based on the amiend@ntenance agreements in pl
the Company currently expects Maintenance mateaiadsrepairs per ASM on a consolidated basis fartfioquarter 2011 to be comparabl
combined fourth quarter 2010 results, based orentlyr scheduled airframe maintenance events, stéa@umgine shop visits, and projec
engine hours flown.

Excluding the third quarter 2011 results of AirTrarcraft rentals for the three months ended Saptr 30, 2011, decreased $12 millior
27.9 percent, on a dollar basis compared to thittgr 2010 as a result of amortization associaitiithe leasehold liability created as |
of purchase accounting adjustments to reflect davanable aircraft lease liability based on theneated fair value of AirTrars Boeing 71
leases. See Note 2 to the unaudited Condensedlitaied Financial Statements. Excluding the inymdichis amortization, year-oveeal
expense decreased slightly on a dollar basis. #ircentals per ASM on a consolidated basis forttinee months ended September 30, 2
increased 58.8 percent compared to third quart&®.20his increase on a pA6M basis primarily was due to the fact that Airflaases tr
majority of its aircraft fleet. Of the 140 airctah AirTran’s fleet, over 70 percent are operating leasesysepproximately 17 percent
Southwess fleet. The Company currently expects Aircrafttaés per ASM on a consolidated basis for fourtartgr 2011 to decrease fr
fourth quarter 201@ combined results, based on expected amortizatisaciated with the aforementioned unfavorabledairtease liabilit
and agreements in place for the Company’s comhinent fleet.

Excluding the third quarter 2011 results of AirTraanding fees and other rentals for the three erhded September 30, 2011, incre
by $4 million, or 1.9 percent, on a dollar basisnpared to third quarter 2010. The majority of tledlar increase was due to the increas
number of trips flown versus the same prior yeaioge On a peASM basis compared to third quarter 2010, constdidid anding fees al
other rentals decreased 6.1 percent. The dedlireeperASM basis primarily was due to higher than antitégacredits (refunds) receivec
third quarter 2011 as a result of airpodsdits of prior period payments. The Company culyeexpects consolidated Landing fees and «
rentals for fourth quarter 2011 to be slightly legthan the combined fourth quarter 2010 resulta par-ASM basis.
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Excluding the third quarter 2011 results of AirTr&epreciation and amortization expense for theahmonths ended September 30, 2
increased by $14 million, or 8.7 percent, on aatobasis compared to third quarter 2010. Approtéiga70 percent of this increase
Depreciation and amortization expense was dueg@mhortization of the intangible assets recognigezh the acquisition of AirTran, such
customer relationships, trademarks, slots, domame); and nogempete agreements, and approximately 20 percentlueto large projec
that have been placed into service, such as thep@ays implementation of its AlNew Rapid Rewards frequent flyer program. C
consolidated per-ASM basis, Depreciation and amatitin expense decreased 9.5 percent, primarilytaluke majority of AirTrars flee
being on operating leases. For fourth quarter 284 Company currently expects Depreciation andrdnation expense per ASM or
consolidated basis to increase compared to fowrdintgr 2010’s combined results, primarily due ® @imortization of intangible assets.

On a consolidated basis for the three months eS8dptember 30, 2011, the Company incurred $22 mibifcacquisition and integration costs
related to the acquisition of AirTran. These cgstmarily consisted of consulting and facility igtation expenses. See Note 2 to the
unaudited Condensed Consolidated Financial Statesmen

Excluding the third quarter 2011 results of AirTr&ther operating expenses for the three monthedeSeéptember 30, 2011, increase
$62 million on a dollar basis compared to third tea2010. Approximately 27 percent of this inaeavas a result of a $17 million a:
impairment related to the Company’s recent decigiointo equip its Classic (73300) aircraft with Required Navigation PerformarB&P)
capabilities, approximately 14 percent of the iasewas a result of reventedated costs (such as credit card processing éssgciated wil
the 10.8 percent increase in Passenger revenugspgmoximately 14 percent was due to technology @mnsulting costs associated v
ongoing projects. On a consolidated basis, Otperaiing expenses per ASM for the three monthsdeSeptember 30, 2011, increased
percent compared to third quarter 2010. ApproxalyaBO percent of this increase was due to the ilion third quarter 2011 as:
impairment. On a consolidated basis, for fourthrigra2011, the Company currently expects Other atpey expenses per ASM to incre
slightly from fourth quarter 2010’s combined resyftrimarily due to advertising and revenue relaiests.

Through the 2003 Emergency Wartime Supplementalréygations Act, the federal government has comtthio provide renewab
supplemental, first-party warsk insurance coverage to commercial carriersibs@ntially lower premiums than prevailing comnmedrcate:
and for levels of coverage not available in the gwrcial market. The governmemtevided supplemental coverage from the Wartimeig
currently set to expire on September 30, 2012h@lgh another extension beyond this date is expeiftsuch coverage is not extendec
the government, the Company could incur substantigher insurance costs or unavailability of adetge coverage in future periods.

Other
Consolidated Interest expense for the three mated September 30, 2011, increased by $7 milliod6.3 percent, compared to the s
prior year period. The additional debt held by @@mpany in connection with the AirTran acquisiti@sulted in $9 million additional inter

expense for the three months ended September 30, Zee Note 2 to the unaudited Condensed Coasatidrinancial Statements.

Consolidated capitalized interest for the three tm®rended September 30, 2011, decreased by $»mitir 40.0 percent, compared to
same prior year period, primarily due to a reductioprogress payment balances for scheduled fatioceaft deliveries.
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Consolidated Other (gains) losses, net, primarilgiudes amounts recorded in accordance with the p@ogs hedging activities. Tl
following table displays the components of Othexiiig) losses, net, for the three months ended Séete30, 2011 and 2010:

Three months ended September

30,
(In_millions) 2011 2010
Mark-to-market impact from fuel contracts settling in fityreriods $ 28t $ (27)
Ineffectiveness from fuel hedges settling in futpegiods 78 (24)
Realized ineffectiveness and m-to-market (gains) or losst 3 1
Premium cost of fuel contracts 3€ 37
$ 40t $ (13)

On a consolidated basis, the Company’s effectiveate was approximately 38 percent in third qua2@1 compared to 38 percent in third
quarter 2010. On a non-GAAP basis, the Companently projects a full year 2011 effective tax rafeapproximately 40 to 45 percent
based on currently forecasted financial result& Ailgher full year rate is due to a portion of asijjion costs being non-deductible.

Comparison of nine months ended September 30, 20fd nine months ended September 30, 2010
Revenues
The following table presents the consolidated dpegaevenues for the Company for the nine montidedSeptember 30, 2011 compare

prior year reported results, as well as a recatwin of the impact of the acquisition on the corafige results (in millions, except 1
percentage changes):

Dollar Dollar Percent
change change change
Nine months endec attributable excluding excluding
September 30 Dollar to AirTran AirTran AirTran
2011 2010 change results results results
OPERATING REVENUES:
Passenge $ 10,82¢ $ 854/ $ 2,28t $ 1,12: % 1,162 13.€
Freight 10z 94 9 - 9 9.€
Other 61¢ 352 26€ 17€ 90 25.€
Total operating revenut $ 11,55 % 8,99( $ 256 $ 1,29¢ % 1,261 14.C

On a consolidated basis, operating revenues fofirgtenine months of 2011 increased by $2.6 hillior 28.5 percent, compared to the
nine months of 2010, primarily due to a $2.3 billi@r 26.7 percent, increase in Passenger revertnesidition, for the first nine months
2011, increased operating revenues on a dollas befect the inclusion of AirTrar’operating revenues from May 2, 2011. Excludhs
May 2 through September 30, 2011, results of AinT@perating revenues for the first nine monthg@f1 increased by $1.3 billion, or 1
percent, compared to the first nine months of 2@tinarily due to a $1.2 billion, or 13.6 percentriease in Passenger revenues. Neal
percent of this increase in Passenger revenuesattabutable to the increase in year-over-year Boast Airlines’ capacity, whil
approximately 31 percent was due to the increagean-over-year yield.

43




Consolidated freight revenues for the first ninenthe of 201lincreased by $9 million, or 9.6 percent, compagethe first nine months
2010, primarily as a result of higher average ratesrged. Excluding the May 2 through September2811, results of AirTran, Ott
revenues increased $90 million, or 25.6 percenfpared to the first nine months of 2010, primaaitya result of revenues from initiati
such as the ComparsyEarlyBird product, and service charges for unagzmied minors and for pets. Other revenues fofrAn from Ma
2 through September 30, 2011 included approxima&t@lymillion in baggage fees collected from Custame

Operating expenses

Consolidated operating expenses for the nine maenkied September 30, 2011,increased by $2.8 hikin83.9 percent, compared to

first nine months of 2010, while capacity was 2de2cent higher than in the first nine months of @Qdrimarily due to inclusion of AirTrag’
operating expenses from May 2, 2011. Historicakgept for changes in the price of fuel, changespierating expenses for airlines prime
are driven by changes in capacity, or ASMs. Excdgdhe May 2 through September 30, 2011 result@iofran, operating expens
increased 18.5 percent. The following tables preiee Company consolidated operating expenses per ASM for itisé riine months «
2011 and the first nine months of 2010, and yeargear dollar changes for the same periods showireg@nciliation of the impact of |
AirTran acquisition on the comparative results]deled by explanations of these changes on a dbHars (excluding the 2011 results

AirTran) and/or on a per-ASM basis.

Nine months ended

September 30, Per ASM Percent
(in cents, except for percentages) 2011 2010 change change
Salaries, wages, and bene 3.61¢ 3.7%¢ (0.19) ¢ (3.2
Fuel and oi 4.64 3.64 1.0C 27.t
Maintenance materia
and repair: .8C 75 0.0t 6.7
Aircraft rentals .24 18 0.0€ 33.
Landing fees and other rent: 7¢ .82 (0.0%) (3.7
Depreciation and amortizatic .5¢ .64 (0.05) (7.9
Acquisition and integratio A1 - 0.11 n.a
Other operating expenses 1.54 1.4C 0.14 10.C
Total 12.32¢ 11.1€¢ 1.1€¢ 10.¢
Dollar Dollar Percent
change change change
Nine months endec attributable excluding excluding
September 30 Dollar to AirTran AirTran AirTran
(in millions, except for percentages) 2011 2010 change results results results
OPERATING EXPENSES:
Salaries, wages, and bene $ 3,22¢ $ 2,748 $ 47¢  $ 24C % 23¢ 8.7
Fuel and oi 4,15( 2,681 1,46¢ 53C 93¢ 35.C
Maintenance materia
and repair: 717 55€ 161 112 49 8.8
Aircraft rentals 214 13t 79 99 (20 (14.9)
Landing fees and other rent: 70E 60€ 99 72 27 4.5
Depreciation and amortizatic 523 46¢ 54 26 28 6.C
Acquisition and integratio 97 1 96 27 69 n.a
Other operating expenses 1,372 1,022 35C 162 187 18.5
Total operating expens 11,00¢ $ 8,21t $ 2,78 $ 1,26¢ $ 1,517 18.t
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On a dollar basis, excluding the May 2 through Seyiier 30, 2011, results of AirTran, operating exgsrfor the first nine months of 2(
increased by $1.5 billion compared to the sameodesf 2010. The majority of the $1.5 billion inase in operating expenses was due t
$939 million increase in Fuel and oil expense, assalt of the Compang’higher fuel cost per gallon. On a consolidatagid) operatir
expenses per ASM (unit costs) for the nine montided September 30, 2011, increased 10.4 percemarerhto the first nine months
2010. Approximately 86 percent of this increase wae to higher fuel costs, as the Compsamayerage jet fuel costs per gallon increase
27.8 percent to $3.17, including the impact of hedactivity. Excluding special items, the Compangonsolidated operating expenses
ASM, excluding fuel, increased 0.5 percent to &&6ts for the first nine months of 2011, compacethé same prior year period.

Excluding the May 2 through September 30, 2011ylteof AirTran, Salaries, wages, and benefits espeon a dollar basis for the n
months ended September 30, 2011, increased by $#88n compared to the same period of 2010. Thegomity of this year-ovegea
increase was due to the higher flight crew wagesltiag from the increase in Southwest Airlineapacity and number of trips flown. T
increase was partially offset by lower profitshgriexpense associated with the Company’s decling0itl earnings on a ndBAAP
basis. Consolidated Salaries, wages, and berefiisnse peASM for the nine months ended September 30, 20&t&redsed 3.2 perct
compared to the first nine months of 2010. Theonitgj of this decrease was a result of AirTran wasts for Salaries, wages, and ben
being significantly lower than Southwest’s, and tmainder of the decrease was due to lower year-year profitsharing expense.

Excluding the May 2 through September 30, 2011ylte®f AirTran, Fuel and oil expense for the nmenths ended September 30, 2!
increased by $939 million on a dollar basis comgidoethe same period of 2010. On a consolidateisp&uel and oil expense per A
increased 27.5 percent. Both of these increases primarily due to the significant year-owsar increase in fuel cost per gallon. C
consolidated basis, during the nine months endgde8#er 30, 2011, the Company had hedging losskestexl in Fuel and oil exper
totaling $37 million, while for the first nine mdr of 2010, hedging losses recorded in Fuel andxgpiénse were $270 million. These tc
exclude gains and/or losses recognized from henleféectiveness and derivatives marked to marketchvhre recorded as a componer
Other (gains) losses, net. See Note 5 to the uteau@ondensed Consolidated Financial Statements.

Excluding the May 2 through September 30, 201lylte®f AirTran, Maintenance materials and repakpense for the nine months en
September 30, 2011, increased $49 million, or &&ent, on a dollar basis, compared to the samedpef 2010, as a result of higl
airframe repairs expense associated with routireyyhenaintenance checks. On a Pp&M basis, consolidated Maintenance materials
repairs expense increased 6.7 percent, primarify r@sult of the inclusion of AirTras’engine costs after May 2, 2011, which are hidjne
those incurred for Southwest's fleet on a unit dzstis.

Excluding the May 2 through September 30, 2011ultesof AirTran, Aircraft rentals for the nine mdust ended September 30, 2(
decreased $20 million, or 14.8 percent, on a doblesis compared to the same period of 2010. Tdsedse primarily was due to amortiza
associated with a leasehold liability created essalt of purchase accounting adjustments to refleainfavorable aircraft lease liability ba
on the estimated fair value of AirTran’Boeing 717 leases. See Note 2 to the unauditeddéhsed Consolidated Finan
Statements. Excluding the impact of this amoriirgtyear-overyear expense decreased $4 million, or 3.0 percend dollar basis. Aircre
rentals per ASM on a consolidated basis for the miionths ended September 30, 2011, increased 838 compared to the same peric
2010. This increase on a p&&M basis primarily was due to the fact that AirTileases the majority of its aircraft fleet. O th40 aircraft i
AirTran’s fleet, over 70 percent are operating ¢ésaversus approximately 17 percent for Southwéses.
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Excluding the May 2 through September 30, 201 ylte®f AirTran, Landing fees and other rentalstfoe nine months ended Septembe
2011, increased by $27 million, or 4.5 percent,aodollar basis compared to the same period of 2pdfharily due to the year-oveeal
increase in Southwest Airlines’ capacity and numifetights. On a peASM basis, consolidated Landing fees and otheratsritr the firs
nine months of 2011 decreased 3.7 percent compardat first nine months of 2010. The majoritytioé decrease on a pAGM basis wa
due to credits (refunds) received in 2011 as atre$airports’audits of prior periods, which exceeded the naditseeceived during the fil
nine months of 2010.

Excluding the May 2 through September 30, 2011ylteof AirTran, Depreciation and amortization empe for the nine months enc
September 30, 2011, increased $28 million, or @@gent, on a dollar basis compared to the firse mronths of 2010. Approximately
percent of this increase was a result of amortpatif intangible assets created as a result ofAihEran acquisition. See Note 2 to

unaudited Condensed Consolidated Financial Statsm€&he remainder of the increase primarily was duéatge projects that have be
placed into service, such as the Company’s impléatien of a new Enterprise Resource Planning systdhNew Rapid Rewards freque
flyer program, and other technology projects. @tidated Depreciation and amortization expense paraASM basis decreased 7.8 per«
compared to the first nine months of 2010. Theomitgj of this decline was attributable to the fdwt the majority of AirTrars fleet is lease

On a consolidated basis for the nine months endgdeSiber 30, 2011, the Company incurred $97 milbbracquisition and integrati
expenses related to the acquisition of AirTran.sehexpenses primarily consisted of financial adyisees, termination payments to cer
executives, consulting, Employee retention, andrelogy expenses. See Note 2 to the unaudited ®sedeConsolidated Financ
Statements.

Excluding the May 2 through September 30, 2011ylteof AirTran, Other operating expenses on aaddbasis for the nine months en
September 30, 2011, increased $187 million comptréde same period of 2010. Consolidated Otheraimg expenses p&SM for the
nine months ended September 30, 2011, increas@dpéfcent compared to the first nine months of 2008 both measures, these incre
primarily were due to higher revenue related cagatsh as credit card processing fees, associatbdhvei increase in Passenger revenues.

Other
Consolidated Interest expense for the nine montlds@& September 30, 2011, increased by $17 milboi3.5 percent, compared to the
nine months of 2010. The additional debt heldh®syCompany in connection with the AirTran acqissitresulted in $16 million additior

interest expense for the nine months ended Septe30h@011. See Note 2 to the unaudited Conde@sedolidated Financial Statements.

Consolidated Capitalized interest for the nine mergnded September 30, 2011, decreased by $7mitiio46.7 percent, compared to
same prior year period, primarily due to a decré@ageogress payment balances for scheduled fatinceaft deliveries.

Consolidated Interest income for the nine monttdedrSeptember 30, 2011, decreased by $1 milliot1dr percent, compared to the s
prior year period, primarily due to lower ratesresal on invested cash and short-term investments.
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Consolidated Other (gains) losses, net, primarnilgluides amounts recorded in connection with the @aomy's hedging activities. Tl
following table displays the components of Othexiifg) losses, net, for the nine months ended Sdyetied®, 2011 and 2010:

Nine months ended September 3!

(In_millions) 2011 2010
Mark-to-market impact from fuel contracts settling in fityreriods $ 14¢ $ 4
Ineffectiveness from fuel hedges settling in futpegiods 11t 22
Realized ineffectiveness and m-to-market (gains) or losst (6) 13
Premium cost of fuel contrac 93 98
Other 1 1
$ 351 % 13¢

The Companys consolidated effective tax rate was approximadélypercent for the nine months ended Septembe?2®0L,compared to .
percent for the nine months ended September 300.20ke higher rate for the first nine months ofl2Qrimarily was driven by tt
Company'’s lower 2011 income before taxes, a pomibacquisition related costs being ndeductible, a $5 million charge as a result ¢
IRS settlement agreed to in first quarter 201 1teeldo tax years 2007 through 2009, and a firsttgu2011 $2 million charge as a result
State of lllinois tax law change.

Liquidity and Capital Resources

On a consolidated basis, net cash used in operatitigties was $218 million for the three montmled September 30, 2011, compare
$385 million provided by operating activities ireteame prior year period. For the nine months e:@#ptember 30, 2011, net cash prov
by operating activities was $985 million comparedbi.3 billion provided by operating activitiesthre first nine months of 2010. Operai
cash flows for the nine months ended Septembe@0], were largely impacted by net income (as aelfufor noncash depreciation
amortization expense), changes in Air traffic lidpi $429 million in cash collateral deposits pided to counterparties associated with
Companys fuel hedging program, and a fluctuation in thé&abees of accounts payable and accrued liabilitte®. the nine months enc
September 30, 2011, there was a $485 million as&en Air traffic liability as a result of bookiador future travel, and a net $266 mill
increase in cash flow associated with higher baano accounts payable and accrued liabilities. tAe nine months ended Septen
30, 2010, operating cash flows were primarily ictpd by net income (as adjusted for noncash deggieeiand amortization expense
$379 million increase in Air traffic liability, aet $401 million purchase of fuel hedging option ttacts that will settle in future years,
$150 million in cash deposits received from coypdeties associated with the Companifuel hedging program. See Note 5 to the unad
Condensed Consolidated Financial Statements fenfuinformation. Net cash provided by operatiagvéties is primarily used to finan
capital expenditures and provide working capital.

On a consolidated basis, net cash flows used iesting activities during the three months endede®aper 30, 2011, totaled $137 mill
compared to $312 million used in investing actéstin the same prior year period. For the ninethanded September 30, 2011, net
flows used in investing activities was $957 millimompared to $1.2 billion used in the same prearyperiod. Investing activities in b
years primarily consisted of payments for new-700 aircraft purchased and progress payments farefuaircraft deliveries, as well
changes in the balance of the Company’s steant+ investments and noncurrent investments. Qutie nine months ended Septembe
2011, the Company’s shaefrm and noncurrent investments increased by &3i&t million, versus a net increase of $847 millchring the
same prior year period.
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On a consolidated basis, net cash used in finarastigities during the three months ended Septer@0e2011, was $224 million, compa
to $31 million used in financing activities for tlsame period in 2010. For the nine months endedeS#er 30, 2011, net cash use
financing activities was $273 million, compared®b30 million used in financing activities in thensa prior year period. During the n
months ended September 30, 2011, the Company ré&paid million in debt and capital lease obligatiorepurchased approximately $:
million of its outstanding common stock throughhare repurchase program, and used $81 million sh ¢ta repay convertible note hold:
During the nine months ended September 30, 2020Ctmpany repaid $123 million in lorigrm debt and capital lease obligations that «
due, repaid $44 million under a separate credi liarrowing, and received $45 million in proceessogiated with Employee stock plans.

The Company is a “well-known seasoned issa@id has a universal shelf registration statemeatt ddows it to register an indetermin
amount of debt or equity securities for future salehe Company intends to use the proceeds fronfudnye securities sales off this st
registration statement for general corporate pweposrhe Company has not issued any securitiesr uhideshelf registration statemeni
date.

During July 2011, the Company executed an agreetodasse five new 73800 aircraft from a third party. These aircraf axpected to |
placed into service in mid012 and are expected to be utilized to replacer@dcraft, which are currently scheduled to b&ed. As aresu
of the acquisition of AirTran, the Company has updaits material expected contractual obligationd aommitments table to providt
consolidated forecast as of September 30, 20ldelss a consolidated table relating to the adtiomsof aircraft as of October 19, 2011:

Obligations by period (in millions)

Remaindet 201z 201¢ Beyonc

Contractual obligations of 2011 - 201 - 201¢ 201t Total
Long-term debt (1 $ 44€ $ 742 $ 745 $ 2,08¢ $ 4,02
Interest commitment- fixed (2) 34 24¢ 197 22C 70C
Interest commitment- floating (3) 15 34 42 84 17¢
Operating lease commitmer 157 1,47¢ 1,19¢ 2,48 5,31¢
Capital lease commitmenr 1 11 11 28 51
Aircraft purchase commitments ( 12: 1,93¢ 2,10¢ 1,23(C 5,397
Other commitments 52 27¢ 11C 717 1,157

Total contractual obligations $ 82t $ 4,721 $ 4,411 $ 6,85 $ 16,82

(1) Includes principal onl

(2) Related to fixe-rate debt onl

(3) Interest obligations associated with floa-rate debt (either at issuance or through swapsstisatec
utilizing forward interest rate curves as of SegienB0, 2011, and can be subject to significarmtdiation.
(4) Firm orders from Boein
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The Boeing Company

-700 -800 Purchase Additional

Firm Firm Options Rights -800s Total
2011 2 - - - - 2*
2012 - 28 - - 5 33
2013 23 - 8 - - 31
2014 29 - 6 - - 35
2015 26 - 1 - - 27
2016 31 - 7 - - 38
2017 5 - 17 - - 22
Through 2021 - - - 98 - 98
Total 11ex* 28 39 98 5 28€

* The Company has already taken delivery of 18-700 aircraft through October 19, 20:
** The Company is evaluating substituting -800s in lieu of 73-700 firm orders currently scheduled for 2013 thito@@17.

The Company has the option to substitute 737-60086-800s for any of the remaining 737-700s orepftbm Boeing. To substitute 737-
600s, the Company must elect the option 18 monthadvance, and to substitute 78J0s, the election must be made 12 montt
advance. For aircraft commitments with Boeing, ®empany is required to make cash deposits tow#rdspurchase of aircraft
advance. These deposits are classified as Deositgght equipment purchase contracts in the ditad Condensed Consolidated Bale
Sheet until the aircraft is delivered, at whichdimleposits previously made are deducted from tred fiurchase price of the aircraft and
reclassified as Flight equipment.

The following table details information on the aetaircraft in the Company’s combined fleet thatev@a service as of September 30, 2011:

Average Number Number Number

Type Seats  Age (Yrs)  of Aircraft Owned Leased
717-200 117 1C 8¢ 8 8C
737-300 137 20 16t 9¢ 67
737-500 122 2C 2L 1€ 9
737-700 137 7 421 37¢ 4c
TOTALS 11 6% 498 201

The Company expects to incur approximately $500ionilin integration and acquisition costs assodatéth the AirTran acquisition,
portion of which will be in 2011, and which are exped to be funded with cash. The Company beliivassits current liquidity positio
including cash and shorérm investments of $3.7 billion as of September 3011, anticipated future internally generateddgurron
operations, and its fully available, unsecured haug credit facility of $800 million, will enablé to incur future integration expenditu
without adding significant further borrowings. SKete 9 to the unaudited Condensed Consolidatedhdinh statements. Additionally,
discussed in the Company’s Annual Report on ForAKk I0r the year ended December 31, 2010, the Compas longterm debt maturitie
of $400 million in December 2011, and $385 milliarMarch 2012.

On September 27, 2011, Fitch affirmed the Compadeglst rating of “BBB”and outlook as stable. The ratings affirmatiotofet the closin

of the AirTran Holdings acquisition and a contiriaatof generally positive demand and revenue tranda still difficult 2011 industr
operating environment.
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The Company has various options available to nisefaipital and operating commitments, includinghaas hand and shotérm investmen
of $3.7 billion at September 30, 2011, internalgngrated funds from operations, and its $800 miltevolving credit facility that expires
April 2016. However, if a liquidity need were tase, the Company believes it has access to fingnairangements because of its cul
investment grade credit ratings, large value ohgnenbered assets, and modest leverage, which sapalie it to meet its ongoing opera
cash flow needs. As of September 30, 2011, theme wo amounts outstanding under the revolvingitcfadility. The Company will als
consider other borrowing or leasing options to $eiment cash requirements as necessatry.

In January 2008, the Company’s Board of Directartharized the repurchase of up to $500 million leé Companys common stock
Through February 15, 2008, the Company had repsech&@.4 million shares for a total of approximat&f4 million, at which tim
repurchases under the program were suspended. ugusA5, 2011, the CompasyBoard of Directors authorized the Company to mese
share repurchase program and approved the Compapgischase, on a discretionary basis, of a tdtapdo $500 million of the Compars/’
common stock following such authorization. Duritiard quarter 2011, the Company purchased apprdeign@1 million shares of i
common stock for approximately $175 million of t8800 million in total currently authorized by theo&d. Repurchases are mad
accordance with applicable securities laws in fhenomarket or in private transactions from timérte, depending on market conditions,
may be discontinued at any time.

Cautionary Statement Regarding Forward-Looking Staements

This Form 10-Q contains “forward-looking stateméntgthin the meaning of Section 27A of the Securithet of 1933 and Section 21E
the Securities Exchange Act of 1934. Forward-logkgtatements are based on, and include statemkeatd, dhe Companyg’ estimate
expectations, beliefs, intentions, and strategaestlie future, and the assumptions underlying tHfesgardiooking statements. Speci
forwarddooking statements can be identified by the faeit tthey do not relate strictly to historical or @nt facts and include, withc
limitation, statements related to the following:

- the Company’s plans and expectations related tacitgiisition of AirTran, including, without limitian, the Company integratiol
plans and expectations and the anticipated implattteoacquisition on (i) the Company’s results pemtions; (ii) the Company’
growth plans, including its network and fleet plafi§) the Company’s customer experience; and (v Companys ability tc
respond to the economic and competitive challenfése airline industry

« the Company'’s growth plans, including its capaaityl fleet plans;

« the Company’s projected results of operations;

« the Company’s plans and expectations with respettanaging risk associated with volatile jet fuetes;

« the Company'’s expectations with respect to ligyiditcluding anticipated needs for, and sourcesunis;

« the Company’s assessment of market risks; and

« the Company’s plans and expectations related &l [@gceedings.
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While management believes these forward-lookingestants are reasonable as and when made, fota@kihg statements are not guaran
of future performance and involve risks and undeties that are difficult to predict. Thereforetaal results may differ materially from what
is expressed in or indicated by the Company’s fotlaoking statements or from historical experiencéghe Company’s present
expectations. Factors that could cause theseeiliffes include, among others:

- changes in the price of aircraft fuel, the impachedge accounting, and any changes to the Compdngl hedging strategies ¢
positions;

« the impact of the economy on the demand for aurelrand the impact of fuel prices, economic coodii, and actions of competit
on the Compar’s business decisions, plans, and strate

« the Company’s ability to successfully integrate Than and the Company’related ability to (i) maintain positive relat®mvith
employees and employee representatives, (ii) tirmaty effectively address related collective bariggirmgreements, and (iii) reti
key AirTran employees

- the Company’s ability to realize expected synerffies the AirTran acquisition;

» the Companys ability to timely and effectively implement, tisition, and maintain the necessary information rtetbgy systems ai
infrastructure to support its operations and thedaot of technological initiatives on the Comp’s operations and reportin

« the Company'’s ability to timely and effectively pritize its strategic initiatives and related exgitures;

« the Company’s dependence on third parties to asglsimplementation of certain of its initiatives;

« the impact of governmental legislation and regatatn the Company’s operations, fuel hedging sifase and costs; and

« other factors as set forth in the Companfilings with the Securities and Exchange Comroissincluding the detailed factc
discussed under the head“Risk Factor” in the Compan's Annual Report on Form -K for the year ended December 31, 2C

Caution should be taken not to place undue reliancitne Company'’s forward-looking statements, whigghresent the Comparsyviews onl
as of the date this report is filed. The Compangeutakes no obligation to update publicly or revdagsg forwardlooking statement, whether
a result of new information, future events or ottise.

ltem 3. Quantitative and Qualitative DisclosurdmAt Market Risk

As discussed in Note 5 to the unaudited Condensewdlidated Financial Statements, the Company firsascial derivative instruments
hedge its exposure to material increases in jétduiees. At September 30, 2011, the estimatedvigiie of outstanding contracts, excluc
the impact of cash collateral provided to or hetdrf counterparties, was a liability of $657 million

The Companys credit exposure related to fuel derivative insteats is represented by the fair value of contraitts a net positive fair valt
to the Company. At such times, these outstandistruments expose the Company to credit loss iretlemt of nonperformance by

counterparties to the agreements. As of Septee2011, the Company had two counterparties whfchwthe derivatives held were a
asset, totaling $4 million, and seven counterpsstigh which the derivatives held were a net lidpibf $661 million. To manage credit ri:
the Company selects and periodically reviews copatéies based on credit ratings, limits its expego a single counterparty with collate
support agreements, and monitors the market posifithe program and its relative market positidthveach counterparty. However, if
or more of these counterparties were in a liabiigsition to the Company and were unable to mest thbligations, any open derivat
contracts with the counterparty could be subjeaady termination, which could result in substahtbsses for the Company. At Septen
30, 2011, the Company had agreements with allsofdunterparties containing early termination sgtitggered by credit rating threshc
and/or bilateral collateral provisions whereby ségus required if market risk exposure exceedspacified threshold amount based or
counterpartys credit rating. The Company also had agreemeitliscounterparties in which cash deposits and/edgéd aircraft are requir
to be posted whenever the net fair value of dexigatassociated with those counterparties excaeetsfie thresholds-eash is either post
by the counterparty if the value of derivativesuisasset to the Company or is posted by the Comipémy value of derivatives is a liability
the Company.
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At September 30, 2011, there were no cash collatiaosits held by the Company. At September 3Q,120f the $458 million in ca:
collateral deposits posted with counterparties uice Companys bilateral collateral provisions, $246 million wastted against noncurr
fuel derivative instruments within Other noncurréabilities, and $212 million was netted againstrent fuel derivative instruments witl
Accrued liabilities in the unaudited Condensed @tidated Balance Sheet. No aircraft were pledgedcallateral at September
2011. Due to the terms of the Companyurrent fuel hedging agreements with countegmréind the types of derivatives held, in
Companys judgment, it does not have significant additiogvgbosure to future cash collateral requiremeAs.an example, if market pric
for the commodities used in the Company’s fuel ligl@ctivities were to decrease by ahed from market prices as of September 30, Z
given the Company’ current fuel derivative portfolio, its aircrafltateral facilities, and its investment grade dredting, it would likely
provide an additional $800 million in cash collaleto its current counterparties. However, the Canypwould expect to also benefit fr
lower market prices paid for fuel used in its opierss. See Note 5 to the unaudited Condensed Adasad Financial Statements.

The Company is also subject to the risk that the flerivatives it uses to hedge against fuel priokatility do not provide adeque
protection. The majority of fuel derivatives iretRompanys hedge portfolio are based on the market prid&/edt Texas intermediate crt
oil (WTI). In recent periods, however, the sprdmdween WTI and jet fuel has widened, which hasttethore of the Companyg’hedge
being ineffective. Jet fuel prices have more dipserrelated with changes in the price of Brenids oil (Brent). Although the Company
some fuel derivatives based on the price of Brenthe extent the spread between jet fuel and Wayssat current levels or continue:
widen, the Company'’s hedges could continue to bfantive and not provide adequate protection axjgat fuel price volatility.

See Item 7A “Quantitative and Qualitative Discla@siAbout Market Risk” in the Company’s Annual Repmr Form 10K for the year ende
December 31, 2010, and Note 5 to the unaudited €watl Consolidated Financial Statements in thismA&@-Q for further information abo
market risk.

Iltem 4. Controls and Procedures
Disclosure Controls and Procedures

The Company maintains disclosure controls and phaes (as defined in Rule 13&{e) of the Securities Exchange Act) designeddwige
reasonable assurance that the information requirdse disclosed by the Company in the reportsithfides or submits under the Exchai
Act is recorded, processed, summarized, and reparithin the time periods specified in the SECules and forms. These include con
and procedures designed to ensure that this intayme accumulated and communicated to the Conigamanagement, including its Cf
Executive Officer and Chief Financial Officer, gpeopriate to allow timely decisions regarding riegd disclosure. Management, with
participation of the Chief Executive Officer andi€fhFinancial Officer, evaluated the effectivene$§she Companys disclosure controls a
procedures as of September 30, 2011. Based orevhisation, the Comparg/’Chief Executive Officer and Chief Financial O#fichavt
concluded that the Company’s disclosure controtsncedures were effective as of September 3Q,,2(the reasonable assurance level.

Changes in Internal Control over Financial Repaortin

Except as discussed below, there were no changie i€ompany’s internal control over financial repa (as defined in Rule 13E5(f)
under the Exchange Act) during the fiscal quartedeel September 30, 2011, that have materially t&fflecor are reasonably likely
materially affect the Company’internal control over financial reporting. On May 2011, the Company completed the acquisitic
AirTran. The Company is currently integrating pa@s, processes, People, technology, and operatifmms the combine
Company. Management will continue to evaluateGbenpany’s internal controls over financial repagtaes it continues its integration work.
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PART Il. OTHER INFORMATION
Item 1. Legal Proceedings
Various purported class action lawsuits were fidgdstockholders of AirTran that challenged the asitjon of AirTran by the Company.

On September 28, 2010, Frederick Leonelli filedugpprted class action lawsuit (the “Leonelli conplg on behalf of himself and similai
situated AirTran stockholders in the First Judiddastrict Court of the State of Nevada for Carsdty @gainst AirTran, Robert L. Forna
AirTran’s Chairman, President and Chief Executiiic®r, Arne G. Haak, AirTrars Senior Vice President of Finance, Treasurer améf
Financial Officer, each member of the AirTran boafdlirectors, the Company, and Guadalupe Holdgsp. (“Merger Sub”)The Leonell
complaint generally alleged that the consideratieceived by AirTrars stockholders in the merger was unfair and inaatieqand that tt
AirTran officers and directors named as defendéthis “individual AirTran defendantspreached their fiduciary duties by approving
merger agreement through an unfair and flawed p@nd by approving certain deal protection medmagicontained in the mer:
agreement. The Leonelli complaint further alleghdt tAirTran, the Company, and Merger Sub aided alpetted the individual AirTre
defendants in the breach of their fiduciary dute®irTran’s stockholders. The Leonelli complaint sought iajive relief to (i) enjoin th
defendants from consummating the merger unlessrairadopted and implemented a procedure or préoedsain the highest possible pi
for AirTran’s stockholders and disclosed all mateinformation to AirTrans stockholders, (ii) direct the individual AirTratefendants f
exercise their fiduciary duties to obtain a tratisacin the best interests of AirTranstockholders, and (iii) rescind the merger agesd
including the deal protection devices that may hpxecluded premium competing bids for AirTran. also sought plaintif6 costs ar
disbursements of the action, including reasonatdereeys’ and expertdees, and such other and further equitable rei¢ha court may dee
just and proper. On the same day, Frank Frohmed filsecond purported AirTran shareholder classralewsuit (the*Frohman complainty
in the same court and against the same defendathey than Mr. Haak) as the Leonelli complaint. Hilegations in the Frohman compla
as well as the relief requested, were generallysttme as those set forth in the Leonelli compldihe Frohman complaint was consolid:
into the Leonelli complaint on December 9, 2010.@atember 14, 2010, plaintiffs filed a consolidatednplaint (the Leonelli consolidate
complaint”) asserting the same claims and requesting the sahed against the same defendants (other than Makil The Leone
consolidated complaint also included new allegaticas part of its breach of fiduciary duty claimatt the individual AirTran defenda
caused the Company to file a Forndl Registration Statement with the SEC on NovemBe2010 which omitted or misrepresented mat
information regarding the merger. AirTran and theividual AirTran defendants filed a motion to dismthe Leonelli consolidated compl:
on January 7, 2011, which was joined by the CompentyMerger Sub on the same day.

Four purported AirTran shareholder class actiorslsits were also filed in the Circuit Court of théntth Judicial Circuit in and for Oran
County, Florida. Harry Hoffner filed a purportecss$ action lawsuit on September 30, 2010 agaiastdme defendants (other than Mr. F
and Merger Sub) as in the Leonelli complaint. Tlviss followed by lawsuits filed by Robert Debardetam October 8, 2010, Thomas
Rosenberger on October 12, 2010, and Robert Lechtitn October 15, 2010 against the same defenplstdlerger Sub. The allegation:
these actions, as well as the relief requestedalacegenerally the same as those set forth ildélomelli complaint. On November 15, 20
these actions were consolidated into one actidediy re AirTran Shareholder Litigation (the “cofidated Florida action”YOn December
2010, the consolidated Florida action was stayets$ iantirety pending resolution of the earlieefilLeonelli complaint.

53




On October 8, 2010, Douglas Church filed anothepgued AirTran shareholder class action lawstiie (tChurch complaint”)n the Eightl
Judicial District Court of the State of Nevada @lark County against the same defendants (otherMvaHaak) as in the Leonelli complal
The allegations set forth in the Church complaast,well as the relief requested, were generallystdrae as those set forth in the Leo
complaint with one addition. The Church complaidtiionally alleged, as part of its breach of ficarg duty claim, that the individu
AirTran defendants (other than Mr. Haak) receivedater benefits under the merger agreement thagr éonmer AirTran stockholdel
Mr. Church voluntarily dismissed his lawsuit on Nowber 30, 2010, but on December 2, 2010, hide@-a new lawsuit against the se
defendants in the United States District Courti@r District of Nevada (the “Church federal comptgi. The Church federal complaint ma
the same claims and seeks the same relief asibisadrlawsuit, but includes new claims for allegédlations of Sections 14 and 20 of
Securities Exchange Act of 1934 for allegedly pdawj misleading and incomplete information in th@R S4 Registration Statement fil
with the SEC on November 19, 2010. Specificallye hurch federal complaint alleges that the discks contained in the Form 45-
Registration Statement omitted or misrepresenteéniahinformation regarding the process of appngvihe merger agreement, the me
consideration, and the intrinsic value of AirTr#irTran and the individual AirTran defendants filadnotion to dismiss the Church fed:
complaint on December 22, 2010, which remains pendi

On January 18, 2011, William Nesbit filed anothaergorted AirTran shareholder class action lawsgétia in the United States District Cc
for the District of Nevada against the same defatsdéother than Mr. Haak) as in the Leonelli commlarhe allegations and claims set f
in the Nesbit lawsuit, as well as the relief reqadsare generally the same as those set fortheirChurch federal complaint. On May
2011, the Nesbhit lawsuit was stayed pending reisolutf the earlier filed Leonelli and Church comipta.

While the Company believes that each of the ab@seribed lawsuits is without merit, the partiesht® Leonelli consolidated complaint ¢
the Church federal complaint entered into a Memaduwan of Understanding (“MOU”pn January 26, 2011 to settle those lawsuits.
settlement provided for the inclusion of additiod&closures with respect to various aspects ofrthgger in the proxy statement/prospe
sent to AirTran stockholders soliciting approvatiod merger on February 11, 2011. The settlemsnt@ovides for the payment of plaintiffs’
attorneys’fees and expenses, subject to court approval anditemal certification of a settlement class. Tdvésrms were included in t
stipulation of settlement entered into by the jearttn May 6, 2011. Final approval of the settlermeas obtained on July 28, 2011 and a-
judgment and order of dismissal of the Leonellismidated complaint was entered on September 81.Z8& final judgment resolves ¢
releases on behalf of the entire class of formefrain stockholders, all claims that were or coudetdnbeen brought challenging any aspe
the merger, the merger agreement, and any diselosade in connection therewith, among other clafesordingly, the Church action t
also been dismissed and the Company is in the gsaafeseeking dismissal of consolidated Floridaldadbit actions.

A complaint alleging violations of federal antittuaws and seeking certification as a class actwas filed against Delta Air Lines, Ir
(Delta) and AirTran in the United States Distriaiu€t for the Northern District of Georgia in Atlanbn May 22, 2009. The complaint alle¢
among other things, that AirTran attempted to matiap air travel in violation of Section 2 of th&éé&man Act, and conspired with Delte
imposing $15-pebag fees for the first item of checked luggage inlation of Section 1 of the Sherman Act. The alittomplaint soug!
treble damages on behalf of a putative class afgmesr or entities in the United States who direpijd Delta and/or AirTran such fees
domestic flights beginning December 5, 2008. Aftez filing of the May 2009 complaint, various othezarly identical complaints al
seeking certification as class actions were fikedederal district courts in Atlanta, Georgia; @da, Florida; and Las Vegas, Nevada. A
the cases were consolidated before a single fedistaict court judge in Atlanta. A Consolidated Anded Complaint filed in the consolida
action on February 1, 2010 broadened the allegatioradd claims that Delta and AirTran conspired@ub capacity on competitive rou
and to raise prices in violation of Section 1 of tBherman Act. In addition to treble damages,Gbesolidated Amended Complaint se
injunctive relief against a broad range of allegaticompetitive activities, as well as attornefes's. On August 2, 2010, the Court dismit
plaintiffs’ claims that AirTran and Delta had violated Secfoof the Sherman Act; the Court let stand the cdaiiha conspiracy with resp
to the imposition of a first bag fee and the agtihcapacity and pricing decisions. On June 30, 2016 ptaintiffs filed a motion to certify
class, which AirTran and Delta have opposed. TherChas not yet ruled on the class certificatiastion. AirTran denies all allegations
wrongdoing, including those in the Consolidated Anhed Complaint, and intends to defend vigorouslyamd all such allegations.

The Company is from time to time subject to varitegal proceedings and claims arising in the omjicaurse of business, including, but
limited to, examinations by the Internal Revenuevige (IRS). The Compang’management does not expect that the outcomeyifais
currently ongoing legal proceedings or the outcafnany proposed adjustments presented to dateebhRif, individually or collectively, wi
have a material adverse effect on the Company&hfiral condition, results of operations, or caskwfl
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ltem 1A. Risk Factors

There have been no material changes to the fagisecksed in Item 1A. Risk Factors in the Compamyfsmual Report on Form 1K-for the
year ended December 31, 20

Item 2. Unregistered Sale&qfiity Securities and Use of Proceeds
(©)
Issuer Purchases of Equity Securities
(@) (b) () (d)
Total number of Maximum dollar
shares value of shares
purchased that
as part of may yet be
Total number Average publicly purchased
of shares price paid announced plan: under the plans
Period purchased per share or programs or programs
July 1, 2011 throug
July 31, 2011 - $ - - $ 445,880,34(1)
August 1, 2011 throug
August 31, 201: 14,900,000 $ 8.2¢ 14,900,000 $ 376,474,27
September 1, 2011 throu
September 30, 2011 6,262,600 $ 8.22 6,262,600 ¢  325,004,35
Total 21,162,60 21,162,60

(1) In January 2008, the Company’s Board of Directarthorized the repurchase of up to $500 milliorthef Companys common stock
Through February 15, 2008, the Company had repsethd.4 million shares for a total of approximat$84 million, at which tim
repurchases under the program were suspended. ugusA5, 2011, the CompasyBoard of Directors authorized the Compan
resume a share repurchase program and apprové&bthpanys repurchase, on a discretionary basis, of a tdtap to $500 million ¢
the Companys common stock following such authorization. Dgrthird quarter 2011, the Company purchased apmabely 21 millior
shares of its common stock for approximately $115an of the $500 million in total currently authieed by the Board. Repurchases
made in accordance with applicable securities lemthe open market or in private transactions ftome to time, depending on mar
conditions, and may be discontinued at any ti

Item 3. Defaults WpBenior Securities
None

Item 4. (Removed &ekerved)

Item 5. Other Infation
None
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ltem 6. Exhibits
a) Exhibits

2.1 Agreement and Plan of Merger among Southwest Agli€o., AirTran Holdings, Inc., and Guadalupe Huagi Corp
dated as of September 26, 2010 (the schedules Ibese omitted pursuant to Item 601(b)(2) of Regotats-K)
(incorporated by reference to Exhibit 2.1 to ther@any’s Current Report on Formk8dated September 26, 2010 (I
No. 1-7259)).
3.1 Restated Articles of Incorporation of the Compaffgaive February 3, 199«
Articles of Amendment to the Articles of Incorpacat of the Company effectiv
May 31, 1996; Articles of Amendment to the Articlesincorporation of the Compar
effective July 2, 1998, Articles of Amendment te tArticles of Incorporation of th
Company effective June 2, 1999; Articles of Amendhnie the Articles o
Incorporation of the Company effective May 24, 20Atticles of Amendment t
the Articles of Incorporation of the Company effeetJune 5, 2007 (incorporated
reference to Exhibit 3.1 to the Comp’s Annual Report on Form -K for the yeal
ended December 31, 2009 (File N-7259)).
3.2 Amended and Restated Bylaws of the Company, efletMovember 1€
2009 (incorporated by reference to Exhibit 3.1ht €Compan’'s Current Repoil
on Form K dated November 19, 2009 (File N¢-7259)).

10.1 Supplemental Agreement No. 74 to Purchase Agreehent810,
dated January 19, 1994, between The Boeing Comguathysouthwest. (1

31.1 Rule 13i-14(a) Certification of Chief Executive Office

31.2 Rule 13i-14(a) Certification of Chief Financial Office

32.1 Section 1350 Certifications of Chief Executive ©fi and Chief Financi
Officer. (2)

101.INS XBRL Instance Documen

101.SCH XBRL Taxonomy Extension Schema Documg

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhe

101.LAB XBRL Taxonomy Extension Labels Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenity

(1) Pursuant to 17 CFR 240.24&h-confidential information has been omitted and baen filed separately with the Securities
Exchange Commission pursuant to a Confidential threat Application filed with the Commissio
(2) Furnished, not filed
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causeddport to be signed on its behalf by
undersigned thereunto duly authorized.

SOUTHWEST AIRLINES CO

October 24, 201 By /sl _Laura Wright

Laura Wright

Chief Financial Officer

(On behalf of the Registrant and in
her capacity as Principal Financial
and Accounting Officer)
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EXHIBIT INDEX

2.1 Agreement and Plan of Merger among Southwest Agli€o., AirTran Holdings, Inc., and Guadalupe Huagi Corp
dated as of September 26, 2010 (the schedules Ibese omitted pursuant to Item 601(b)(2) of Regotats-K)
(incorporated by reference to Exhibit 2.1 to ther@any’s Current Report on Formk8dated September 26, 2010 (I
No. 1-7259)).
3.1 Restated Articles of Incorporation of the Compaffgaive February 3, 199«
Articles of Amendment to the Articles of Incorpacat of the Company effectiv
May 31, 1996; Articles of Amendment to the Articlesincorporation of the Compar
effective July 2, 1998, Articles of Amendment te tArticles of Incorporation of th
Company effective June 2, 1999; Articles of Amendhnie the Articles o
Incorporation of the Company effective May 24, 20Atticles of Amendment t
the Articles of Incorporation of the Company effeetJune 5, 2007 (incorporated
reference to Exhibit 3.1 to the Comp’s Annual Report on Form -K for the yeal
ended December 31, 2009 (File N-7259)).
3.2 Amended and Restated Bylaws of the Company, efletMovember 1€
2009 (incorporated by reference to Exhibit 3.1ht €Compan’'s Current Repoil
on Form K dated November 19, 2009 (File N¢-7259)).

10.1 Supplemental Agreement No. 74 to Purchase Agreehent810,
dated January 19, 1994, between The Boeing Comguathysouthwest. (1

31.1 Rule 13i-14(a) Certification of Chief Executive Office

31.2 Rule 13i-14(a) Certification of Chief Financial Office

32.1 Section 1350 Certifications of Chief Executive ©fi and Chief Financi
Officer. (2)

101.INS XBRL Instance Documen

101.SCH XBRL Taxonomy Extension Schema Documg

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutn

101.DEF XBRL Taxonomy Extension Definition Linkbase Docume

101.LAB XBRL Taxonomy Extension Labels Linkbase Docum

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenity

(1) Pursuant to 17 CFR 240.24&h-confidential information has been omitted and baen filed separately with the Securities
Exchange Commission pursuant to a Confidential threat Application filed with the Commissio
(2) Furnished, not filed
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Supplemental Agreement No.
to
Purchase Agreement No. 18
betweer
THE BOEING COMPANY
and

SOUTHWEST AIRLINES CO
Relating to Boeing Model 7:-7H4 and 73-8H4 Aircraft

THIS SUPPLEMENTAL AGREEMENT, entered into as of &apber 15, 2011, by and between THE BOEING COMPAARYY,
Delaware corporation with principal offices in S&gtWashington, Boeing) and SOUTHWEST AIRLINES CO., a Texas corporatiathw
principal offices in Dallas, TexasBuyer );

Buyer and Boeing entered into Purchase Agreemenf80 dated January 19, 1994 as amended, ancesugaied, Purchase
Agreement) relating to the purchase and sale of Boeing M@8&F7H4 and 737-8H4 aircraftdjrcraft ), and this Supplemental Agreement
is an amendment to and is incorporated into thelfwwe Agreement; and

WHEREAS, Boeing and Buyer wish to amend the Purelageement to revise the delivery month of twofi@h 737-7H4 Aircraft
( Firm Aircraft ) and two (2) option aircraft@ption Aircraft ) as specified in the table below.

. Contracted Revised
Alrcraft Block MSN Delivery Month Delivery Month
Firm Aircraft Block T-W-2b 36638 March 2012 January 201
Firm Aircraft Block T-W-2b 36893 April 2013 February 201.
Option Aircraft Block U-W-1a n/a January 201 March 2012
Option Aircraft Block U-W-1a n/a February 201. April 2013

NOW THEREFORE, in consideration of the mutual cam@s herein contained, the parties agree to anienBurchase Agreement

as follows:

1. The Table of Contents of the Agreement iet@el in its entirety and a new Table of Contentdtisched hereto and incorporated into

the Purchase Agreement by this reference.

***Pursuant to 17 CFR 240.24b2, confidential information has been omitted and ha been filed separately with the Securities and

Exchange Commission pursuant to a Confidential Treiment Application filed with the Commission.

P.A. No. 181C

SA-74-1




2. Table 1, “Aircraft Information Table,” iheby deleted in its entirety and replaced by a hahle 1, attached hereto and
incorporated into the Purchase Agreement. TheTevie 1 reflects the revised delivery month for Fiven Aircraft; from March and April
2013 to January and February 2013, respectively.

3. Table 2 (Letter Agreement No. 6-1162-RLL3B20), “Option Aircraft Information Table,” is hdrg deleted in its entirety and
replaced by a new Table 2 (Letter Agreement No1621RLL-933R20), attached hereto and incorporatagithe Purchase Agreement. The
new Table 2 reflects the revised delivery monthtti@r Option Aircraft, from January and February 20d March and April 2013,
respectively.

This Supplemental Agreement may be executed iroongore counterparts, each of which shall be deesmeatiginal and all of which, taken
together, shall constitute one and the same documen

The Purchase Agreement will be deemed to be sugpitd to the extent herein provided and as so soppited will continue in full force
and effect.

EXECUTED IN DUPLICATE as of the day and year fiadtove written.

THE BOEING COMPANY SOUTHWEST AIRLINES CC
By: /s/ Cheri A. Fische By: /s/ Scott Toppin
Its: Attorney-In-Fact Its: Vice President Treasur

P.A. No. 181( SA-74-2
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Table 1 to
Purchase Agreement No. 1810
Aircraft Information Table

Base Aircraft Special Features Aircraft Basic
Price Price
Block A, B, C, D & E Aircraft *kk *kk ko
Block F & G Aircraft *kk xkE kA
Block H Aircraft Kk P
Block | Aircraft Kk -
Block J Aircraft Kk -
Block K Aircraft *kk xkk ok
Block K-W Aircraft *okk xkk ok
Block L Aircraft *kk xkk ko
Block T Aircraft *okk xkk ok
Block T-W Aircraft ok P
Block T-W-1 / T-W-1a Aircraft kk Kk kkk
Block T-W-2 / T-W-2a Aircraft kk Kk kkk
Block T-W-2b Aircraft* *kk KAk ARk
Block T-W-2c Aircraft*** *Hk kK kA
Block T-W-3 Aircraft** Kk xkk kA

notes:

Block K-W Aircraft: Block K airplanes with production wingfs installatior

Block T-W Aircraft: Block T airplanes with production wirggk installatior

Block T-W-1/ T-W-1a Aircraft: Firm Aircraft conéicted to deliver from May 1, 2006 through June 2808e signing of SA-47 -- (T-W-1a
Aircraft -- Advance Payment Schedule per L-1162-JGM-669)

Block T-W-2 / T-W-2a Aircraft: L-W-1 Option Aircraft which became Firm Aircraft aftgigning of S/-47 and

Firm Aircraft contracted to deliver in July 2008ard at the signing of SA4--

(T-W-2a Aircraft-- Advance Payment Schedule per L-1162-JGM-669)

Exhibit A-2 applies to Block -W-2 / T-W-2a Aircraft delivering through Dec 2009 and thstfiircraft delivering in Jan 201
Exhibit A-3 applies to Block -W-2 / T-W-2a Aircraft the second Aircraft delivering in J2B10 and ol

Block T-W-2b Aircraft- Advance Payment Schedule per LA S-PA-181(-LA-1001315;

* Exhibit A-4 applies to Block -W-2b Aircraft as identified in Exhibit -4 to the Purchase Agreeme!

***Exhibit A -1A applies to Block -W-2c Aircraft per SA6¢

Block T-W-3 Aircraft (Substitute Aircraft per SA7- Advance Payment Schedule per LA S-PA-181(-100131&

**Eirst minor model Special Features price = *** due to non-recuring charges™

**Exhibit A.2 applies to Block -W-3 Aircraft

Delivery Number of Aircraft Adv Payment Base
Date Aircraft Block Price Per A/P Serial Number
Oci-1998 1 F il
Nov-1998 2 F il
Dec-1998 2 F ok
Mar-1999 2 G il
Jur-1999 2 H il
Ju-1999 1 H il
Aug-1999 1 H il
Sef-1999 2 H rrk
Oci-1999 1 H il
Oci-1999 1 L il
SWA - PA No. 1810 Page 1 SA-74
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Table 1 to
Purchase Agreement No. 181
Aircraft Information Table

Delivery
Date

Number of
Aircraft

Aircraft
Block

Escalation Estimate
Adv Payment Base
Price Per A/P

Serial Number

Nov-1999

2

*%k%

Dec-1999

*kk

Mar-2000

*%k%

Apr-2000

*kk

Jun-2000

*kk

Jul-2000

*%k%

Sef-2000

*kk

Sep-2000

*%k%

Oct-2000

*kk

Oct-2000

*kk

Nov-2000

*%k%

Dec-2000

*kk

Dec-2000

*%k%

Jan-2001

*%k%

Jan-2001

*kk

Feb-2001

*k%

Feb-2001

*kk

Mar-2001

*kk

Mar-2001

*%k%

Apr-2001

*kk

Jun-2001

*%k%

Jul-2001

*kk

Sef-2001

*kk

Sef-2001

*%k%

Oct-2001

*kk

Oct-2001

*%k%

Nov-2001

*%k%

Nov-2001

*kk

Dec-2001

*%k%

Jan-2002

*kk

Feb-2002

*%k%

Mar-2002

*%k%

Apr -2002

*kk

Nov-2002

*%k%

Dec-2002

*kk

Dec-2002

*kk

Mar-2003

*%k%

May-2003

*kk

Jun-2003

*k%

Jul-2003

*%k%

Jul-2003

*kk

Aug-2003

*k%

Aug-2003

*kk

Sep-2003

*k%

Nov-2003

*%k%

Dec-2003

*kk

Jan-2004

*k%

Feb-2004

*kk

Mar-2004

*kk

Mar-2004

*%k%

Apr -2004

*kk

Apr -2004

NN N RN NN AN AR AN N ENE NN R NN R A AR NN A R RN NN R AN NN AR
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May-2004 1 K ok
May-2004 1 T ik
Jun-2004 2 K Hokk
Jun-2004 6 T el

SWA - PA No. 1810
APR54184

Page 2
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Table 1 to
Purchase Agreement No. 181
Aircraft Information Table

Escalation Estimate

Delivery Number of Aircraft Adv Payment Base

Date Aircraft Block Price Per A/P Serial Number
Jul-2004 2 K i
Jul-2004 2 T il
Aug-2004 6 T-W i
Sef-2004 1 K-W il
Sep-2004 4 T-W il
Oct-2004 4 K-W xxx
Oct-2004 0 T-W il
Nov-2004 3 T-W i
Dec-2004 3 T-W il
Jan-2005 5 T-W il
Feb-2005 3 T-W xxx
Mar -2005 4 T-W il
Apr -2005 4 T-W xxx
May-2005 2 T-W il
Jun-2005 4 T-W il
Jul-2005 2 T-W i
Aug-2005 2 T-W il
Sep-2005 3 T-W i
Oct-2005 2 T-W il
Nov-2005 2 T-W il
Dec-2005 1 T-W i
Jan-2006 1 T-W il
Feb-2006 4 T-W xxk
Mar -2006 3 T-W xxk
Apr-2006 2 T-W il
May-2006 5 T-W-1 xxk
Jun-2006 5 T-W-1 il
Jul-2006 3 T-W-1 i
Aug-2006 3 T-W-1 xxk
Sef-2006 3 T-W-1 il
Oct-2006 1 T-W-1 xxk
Nov-2006 2 T-W-1 il
Dec-2006 2 T-W-1 il
Jan-2007 2 T-W-1 i
Feb-2007 3 T-W-1 il
Mar-2007 2 T-W-1 xxx
Apr -2007 3 T-W-1 xxx
May-2007 3 T-W-1 il
Jun-2007 2 T-W-1 xxx
Jun-2007 1 T-W-1a il 36528
Jul-2007 2 T-W-1 i
Jul-2007 1 T-W-1a i 36610
Aug-2007 2 T-W-1 il
Aug-2007 3 T-W-1a i 36611, 36632 & 3663
Sep-2007 2 T-W-1 il
Sef-2007 1 T-W-1a il 36612
Oct-2007 3 T-W-1 i
Oct-2007 1 T-W-1a il 36613
Nov-2007 1 T-W-1 i
Nov-2007 1 T-W-1a i 36614
Dec-2007 2 T-W-1 i
Dec-2007 1 T-W-1a i 36615




Jan-2008 1 T-W-1 il

Jan-2008 2 T-W-1a ke 36616 & 36611
Jan-2008 1 T-W-2 il 36887
Feb-2008 1 T-W-1 ke

SWA - PA No. 1810
APR54184

Page 3
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Table 1 to

Purchase Agreement No. 181

Aircraft Information Table

Escalation Estimate
Delivery Number of Aircraft Adv Payment Base
Date Aircraft Block Price Per A/P Serial Number
Feb-2008 3 T-W-1a i 36618, 36619 & 3662
Mar -2008 1 T-W-1 il
Mar -2008 2 T-W-1a i 36621 & 36622
Mar -2008 1 T-W-2 il 36888
Apr-2008 1 T-W-1 il
Apr -2008 2 T-W-1a xxx 36623 & 36624
May-2008 1 T-W-1 il
May-2008 2 T-W-1a i 36625 & 3662¢
Jun-2008 1 T-W-1 il
Jun-2008 2 T-W-1a il 36627 & 3662¢
Jul-2008 2 T-W-2a xxx
Jul-2008 2 T-W-2 il 36889 & 3689(
Aug-2008 1 T-W-2a xxx
Oct-2008 1 T-W-2a il
Nov-2008 1 T-W-2a il
Dec-2008 1 T-W-2a ok
Jan-2009 1 T-W-2a il
Feb-2009 2 T-W-2a i
Mar-2009 2 T-W-2a il
Apr-2009 2 T-W-2a il
Apr -2009 1 T-W-2 i 36900
May-2009 2 T-W-2a il
Jan-2010 1 T-W-2 xxk 36913
Feb-2010 1 T-W-2a xxk 36659
Mar -2010 1 T-W-2a il 36660
Mar-2010 1 T-W-2 xxk 36918
May-2010 1 T-W-2a il 36662
May-2010 1 T-W-2 i 36924
Jun-2010 1 T-W-2a xxk 36663
Jul-2010 1 T-W-2a il 36664
Aug-2010 1 T-W-2a xxk 36665
Oct-2010 1 T-W-2b il 36667
Dec-2010 1 T-W-2b il 36668
Feb-2011 1 T-W-2b i 36669
March-11 1 T-W-2b il 36671
March-11 1 T-W-2¢ xxx 36726
April -11 1 T-W-2b xxx 36672
April -11 1 T-W-2¢ il 33936
May-11 1 T-W-2b xxx 36673
May-11 1 T-W-2b il 41528
June-11 1 T-W-2b i 36674
July-11 3 T-W-2b i 36675, 36963, 369¢€
August-11 2 T-W-2b il 36676, 3696!
Septembe-11 2 T-W-2b i 36677, 3696t
Oct-2011 1 T-W-2b il 36967
Dec-2011 2 T-W-2b il 36679, TBD
Mar-2012 1 T-W-3 i 36680
Mar -2012 1 T-W-3 il 36980
Apr-2012 3 T-W-3 i 36681, 36983, 366€
May-2012 3 T-W-3 i 36682, 36985, 369¢
Jul-2012 2 T-W-3 i 36684, 3699(
Aug-2012 2 T-W-3 i 36685, 3699:.




Sef-2012 2 T-W-3 il 36686, 3699«
Oct-2012 2 T-W-3 ke 36687, 3699
Nov-2012 2 T-W-3 il 37005, 3700:
Dec-2012 2 T-W-3 ke 37006, 3700!
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Table 1 to

Purchase Agreement No. 181

Aircraft Information Table

Escalation Estimate

Delivery Number of Aircraft Adv Payment Base

Date Aircraft Block Price Per A/P Serial Number
Jan-2013 3 T-W-2b i 36891, 36634, 3663
Feb-2013 2 T-W-2b il 36635, 3689:
Mar-2013 1 T-W-2b i 36892
May-2013 1 T-W-2b il 36894
Jun-2013 2 T-W-2b il 36895, 3689¢
Jul-2013 1 T-W-2b xxx 36897
Aug-2013 2 T-W-2b il 36898, 3690!
Sef-2013 2 T-W-2b i 36907, 3691:
Oct-2013 2 T-W-2b il 36912, 3691«
Nov-2013 1 T-W-2b il 36915
Dec-2013 2 T-W-2b xxx 36917, 3691¢
Jan-2014 2 T-W-2b il 36920, 3690¢
Feb-2014 2 T-W-2b xxx 36922, 3691(
Mar-2014 3 T-W-2b il 36943, 36927, 3692
Apr-2014 2 T-W-2b il 36944, 3692¢
May-2014 1 T-W-2b i 36946
Jun-2014 2 T-W-2b il 36968, 3694¢
Jul-2014 1 T-W-2b i 36951
Aug-2014 3 T-W-2b il 36928, 36952, 3701
Sef-2014 1 T-W-2b il 36954
Oct-2014 2 T-W-2b i 36957, 3703:
Nov-2014 1 T-W-2b il 36971
Dec-2014 1 T-W-2b xxk 37037
Jan-2015 1 T-W-2b xxk 36899
Feb-2015 1 T-W-2b il 36901
Mar -2015 2 T-W-2b xxk 36902, 3693t
Apr-2015 2 T-W-2b il 36649, 3665
May-2015 1 T-W-2b i 36903
Jun-2015 2 T-W-2b xxk 36906, 3665:
Jul-2015 1 T-W-2b il 36655
Aug-2015 1 T-W-2b xxk 36656
Sep-2015 1 T-W-2b il 36657
Oct-2015 1 T-W-2b il 36937
Dec-2015 1 T-W-2b i 36941
Jan-2016 1 T-W-2b il 36650
Feb-2016 2 T-W-2b xxx 36904, 3693.
Mar -2016 1 T-W-2b xxx 36651
Apr-2016 2 T-W-2b il 36653, 3693¢
May-2016 2 T-W-2b xxx 36658, 3693¢
Jun-2016 1 T-W-2b il 36916
Jul-2016 2 T-W-2b i 36921, 3694!
Aug-2016 1 T-W-2b i 36678"
Aug-2016 1 T-W-2b il 36661
Sef-2016 1 T-W-2b i 36977/
Sep-2016 1 T-W-2b il 36923
Oct-2016 1 T-W-2b il 36666
Nov-2016 1 T-W-2b i 36670
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Price Description of Option Aircraft:

Block U Option Aircraft
(without Winglets)

Block U-W Option Aircraft
(with Winglets)

Block U-W-1 Option Aircraft
Block U-W-1a Option Aircraft

Delivery of Purchase Right Aircraft:
Delivery Period of Purchase Right Aircraft:

Table 2 to Purchase Agreement No. 181
(Letter Agreement No. ¢-1162-RLL -933R20)
Option Aircraft Information Table

Base Aircraft
Price

*kk

*k%

*kk
*kk

Condition of Offer for Purchase Right Aircraft:

SWA - PA1810

Special Aircraft Basic
Features Price

*k%k *k%k

*kk *kk

*k% *k%

*%k% *k%

Quantity 98

Complete delivery not later than Dec. 31, 202
Subject to Available Position

Page 1 SA-74
APR54184410




Table 2 to Purchase Agreement No. 181
(Letter Agreement No. ¢-1162-RLL -933R20)
Option Aircraft Information Table

|Remaining Option Aircrat [37 |
Aircraft Number of Option Adv Payment Base *
Delivery Option Aircraft Price Per
Mo. & Yr. Aircraft Block Option Aircraft Option Exercise
Mar-2013 1 U-W-la il November 1, 201
Apr-2013 2 U-W-1a i December 1, 201
May-2013 1 U-W-1a il January 1, 201
Sef-2013 1 U-W-1la il May 1, 201
0Oci-2013 1 U-W-1la kk June 1, 207
Apr-2014 1 U-W-1a il December 1, 201
Sef-2014 2 U-W-1la ok May 1, 201
Oci-2014 1 U-W-1la kk June 1, 207
Nov-2014 1 U-W-1la il July 1, 201
Dec-2014 1 U-W-1la kk August 1, 201
Nov-2015 1 U-W-1la il July 1, 201
Jar-2016 1 U-W-1a il September 1, 20
Jur-2016 1 U-W-1a i February 1, 201
Aug-2016 1 U-W-1la il April 1, 201F
Sef-2016 1 U-W-1la kk May 1, 201
0ci-2016 1 U-W-1la il June 1, 209
Nov-2016 1 U-W-1la il July 1, 201
Dec-2016 1 U-W-1a s August 1, 201
Jar-2017 1 U-W-1a il September 1, 20
Fet-2017 1 U-W-1la ok October 1, 204
Mar-2017 1 U-W-1a i November 1, 201
Apr-2017 1 U-W-1a il December 1, 201
May-2017 1 U-W-1a s January 1, 20]
Jur-2017 1 U-W-1a il February 1, 201
Jul-2017 1 U-W-1la ok March 1, 201
Aug-2017 2 U-W-1la ok April 1, 2016
Sef-2017 2 U-W-1la il May 1, 201
Oct-2017 2 U-W-1la ok June 1, 207
Nov-2017 2 U-W-1la il July 1, 201
Dec-2017 2 U-W-1a il August 1, 201

Total 37

* Advance Payment Base Price for Option Aircraft sheduled for delivery 2011-2018 is based on 4th Q&009 forecast

SWA - PA1810
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Exhibit 31.1

CERTIFICATION
I, Gary C. Kelly, Chief Executive Officer of Soutlkat Airlines Co., certify that:
1. | have reviewed this quarterly reportForm 10-Q for the quarter ended September 301 20 Southwest Airlines Co.;

2. Based on my knowledge, this reportsduoa contain any untrue statement of a matergldaomit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the finand@iesnents, and other financial information includethis report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this rej

4, The registrant’s other certifying offr(s) and | are responsible for establishing aathtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firnaheeporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

(@) designed such disclesontrols and procedures, or caused such diselasuntrols and procedures to be designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) designed such internal control owearicial reporting, or caused such internal cordgra@r financial reporting to be
designed under our supervision, to provide readeradsurance regarding the reliability of financégorting and the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) evaluated the effectiveness of thygsteant’s disclosure controls and procedures aadgnted in this report our conclusions
about the effectiveness of the disclosure conaintsprocedures, as of the end of the period cougydlis report based on such evaluation;
and

(d) disclosed in this report any changthe registrant’s internal control over finanaigborting that occurred during the
registrant’s most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ameport) that has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant's other certifying offi(s) and | have disclosed, based on our moshtres@luation of internal control over
financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardifctors (or persons performing the
equivalent functions):

(@) all significant deficiencies and makweaknesses in the design or operation of iatiecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial information; and

(b) any fraud, whether or not materidgttinvolves management or other employees who aaignificant role in the
registrant’s internal control over financial repogt

Date: October 24, 2011

By: Isl Gary C. Kelly
Gary C. Kelly
Chief Executive Office







Exhibit 31.

CERTIFICATION
I, Laura H. Wright, Chief Financial Officer of Sdwtest Airlines Co., certify that:
1. I have reviewed this quarterly reportForm 10-Q for the quarter ended September 301 20 Southwest Airlines Co.;

2. Based on my knowledge, this reportsduoa contain any untrue statement of a matergldaomit to state a material fact
necessary to make the statements made, in lighedafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the finandiaiesnents, and other financial information includethis report, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this rej

4, The registrant’s other certifying offr(s) and | are responsible for establishing aathtaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a}Hnd 15d-15(e)) and internal control over firnaheeporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

@ designed such disclosure controls@ndedures, or caused such disclosure controlpaogdures to be designed under
our supervision, to ensure that material informatielating to the registrant, including its condatied subsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

(b) designed such internal control owearicial reporting, or caused such internal cordgrar financial reporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) evaluated the effectiveness of thygsteant’s disclosure controls and procedures aadgnted in this report our conclusions
about the effectiveness of the disclosure containtsprocedures, as of the end of the period cougydlis report based on such evaluation;
and

(d) disclosed in this report any changthe registrant’s internal control over finanaigborting that occurred during the
registrant’s most recent fiscal quarter (the regrsts fourth fiscal quarter in the case of an ameport) that has materially affected, or is
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrant's other certifying offi(s) and | have disclosed, based on our moshtres@luation of internal control over
financial reporting, to the registrant's auditonsl he audit committee of the registrant's boardifctors (or persons performing the
equivalent functions):

(@) all significant deficiencies and makweaknesses in the design or operation of iatlecontrol over financial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaaizd report financial information; and

(b) any fraud, whether or not materidgttinvolves management or other employees who aaignificant role in the
registrant’s internal control over financial repogt

Date: October 24, 2011

By: [s/ Laura H. Wright
Laura H. Wright
Chief Financial Officel










Exhibit 32.1

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

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on FormQ@f Southwest Airlines Co. (the “Company”) for theriod ended September
30, 2011 as filed with the Securities and ExchaBgemission (the “Report”), Gary C. Kelly, Chief Exgive Officer of the Company, and
Laura H. Wright, Chief Financial Officer of the Cpany, each certify pursuant to 18 U.S.C. Sectids01as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with thejuérements of Section 13(a) or 15(d) of the SeimsriExchange Act of 1934, as
amended; and

2 The information contained in the Reegairly presents, in all material respects, timaficial condition and results of
operations of the Company.

Date: October 24, 2011
By: /sl Gary C. Kelly

Gary C. Kelly
Chief Executive Office

By: [s/ Laura H. Wright
Laura H. Wright
Chief Financial Officel







