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Southwest Airlines Reports First Quarter 2025
Results

DALLAS, TEXAS - April 23, 2025 - Southwest Airlines Co. (NYSE: LUV) (the "Company") today
reported its first quarter 2025 financial results:

® Net loss of $149 million, or $0.26 loss per diluted share

® Net loss, excluding special items?, of $77 million, or $0.13 loss per diluted share
® Record first quarter operating revenues of $6.4 billion on all-time record yields

i Liquidityzof $9.3 billion, well in excess of debt outstanding of $6.7 billion

Bob Jordan, President, Chief Executive Officer, & Vice Chairman of the Board of Directors, stated,
"While the broader economic environment has been dynamic, we remain focused on executing our
transformational plan. On costs, we beat our previously adjusted guidance and are on track to
achieve the increased cost reduction plan targets announced last month. We ran a stellar operation
in first quarter, leading the industry in ontime performance and improving on almost every operating
metric, year-over-year. We are seeing positive results on recently rolled out initiatives, including the
launch of Expedia as a new distribution channel and the further optimization of our loyalty program.
We expect to introduce basic economy and bag fees for most fare products next month and remain
on track to begin selling assigned and extra legroom seats in third quarter 2025 for operation
beginning in first quarter of next year.

"We are evolving at Southwest Airlines, more than ever before. The initiatives we have laid out are
expected to improve our commercial offering and financial performance, providing value for both
Customers and Shareholders. We remain well-positioned with and committed to a strong and
efficient investment-grade balance sheet and have a valuable contractual order book with Boeing
that offers flexibility. Looking ahead, we are confident in the initiatives we have outlined and the
value we expect them to produce. We are committed to executing on these plans while controlling
what we can control. To that end, we are reducing capacity in the second half of this year. These
incremental schedule adjustments are in progress, and based on current estimates, we now expect
our full year 2025 capacity to be up roughly one percent, year-over-year. As always, | am proud of
our People, their resiliency, and operational performance and unique Southwest Hospitality they
are delivering for our Customers."
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Guidance and Outlook:

The following tables provide select financial guidance for second quarter 2025, as well as select full
year 2025 and 2026 targets. Amid the current macroeconomic uncertainty, it is difficult to forecast
given recent and short-lived booking trends. As such, the Company is not reiterating its full year
2025 or 2026 EBIT3 guides. However, the Company remains confident in and committed to
continued strong execution of its initiatives and is reaffirming its targets of $1.8 billion full year 2025
and $4.3 billion full year 2026 incremental EBIT2 contribution from those initiatives.

20 2025 Estimation

RASM (a), year-over-year Flat to down 4%
ASMs (b), year-over-year Up 1% to 2%
Fuel cost per gallon# $2.20 to $2.30
ASMs per gallon (fuel efficiency) 82 to 83
CASM-X (c), year-over-year's Up 3.5% to 5.5%
Scheduled debt repayments (billions) (d) ~4%2.6
Interest expense (millions) ~539
2025 Target 2026 Target
EEIT? contribution from initiatives (billions) ~%51.8 ~$4.3

(a) Operating revenue per available seat mile ("RASM" or "unit revenues™).

(b) Available seat miles ("ASMs" or "capacity”).
(c) Operating expenses per available seat mile, excluding fuel and oil expense, special items, and profit sharing ("CASM-X" or

“unit costs™).
(d) Includes a 976 million prepayment made on April 17, 2025 for the first tranche of the Payroll Support Frogram notes.

Key Initiative Highlights:

® Qutperformed first quarter unit cost guidance

® Accelerated cost reduction plan, increasing 2025 target to approximately $370 million and
2027 run rate cost savings to over $1.0 billion

® Continued revenue management improvements, producing all-time quarterly record yields

® Expanded distribution to online travel agencies with the launch of Expedia, with current
performance ahead of expectations

® Optimized loyalty program to better align earn rates to fare paid and dynamically manage
redemption rates

® Reached amended co-brand agreement with Chase and had record first quarter spend on the
Company's co-brand credit card
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® Received necessary approvals and certifications to begin extra legroom seating retrofits on
Boeing 737-8 ("-8") and Boeing 737-800 ("-800") aircraft
® Reduced turn time now in place at 19 airports
® Repurchased $1.0 billion against previously announced $2.5 billion share buyback and
expect to complete remaining $1.5 billion by the end of July 2025

Revenue Results and Outlook:

® First quarter 2025 operating revenues were a first quarter record of $6.4 billion, a 1.6 percent
increase, year-over-year

® First quarter 2025 passenger revenues were a first quarter record of $5.8 billion, a 1.7
percent increase, year-over-year

® First quarter 2025 co-brand card spend was a first quarter record

® First quarter 2025 RASM increased 3.5 percent, year-over-year—above the midpoint of the
Company's previous guidance range

The Company had a record first quarter performance for operating revenues, passenger revenues,
other revenues, and an all-time record yield performance. These results were driven primarily by
yield improvements from revenue management actions and capacity moderation. Results were
impacted as demand weakened throughout the quarter, driving softness in bookings, particularly in
domestic leisure travel, where the Company is currently more heavily weighted compared with
larger industry peers.

The Company expects second quarter 2025 unit revenues to be in the range of flat to down 4
percent on capacity in the range of up 1 percent to 2 percent, both on a year-over-year basis. This
guidance range contemplates benefits from continued execution of Company-specific initiatives,
offset by softness in the demand environment. Thus far, the Company has seen no evidence of
book-away following its recent announcement of policy changes, including flight credit expiration
and checked bag fees. The Company's second quarter guidance assumes current trends will
persist through the remainder of the quarter.

Non-Fuel Costs and Outlook:

® First quarter 2025 operating expenses decreased 1.1 percent, year-over-year, to $6.7 billion
® First quarter 2025 operating expenses, excluding fuel and oil expense, special items, and
profit sharing1, increased 2.6 percent, year-over-year
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® First quarter 2025 CASM-X increased 4.6 percent, year-over-year—better than the
Company's revised guidance of up approximately 6 percent driven by cost efficiencies in
multiple areas across the organization

The Company anticipates second quarter 2025 CASM-X to increase in the range of 3.5 percent to
5.5 percent, year-over-year, driven primarily by the continuation of inflationary pressures, including
those associated with labor contracts ratified in 2024. The Company remains focused on driving
efficiencies to offset overall inflationary cost pressures and achieve its accelerated cost initiative
targets.

Capacity, Fleet, and Capital Spending:

® First quarter 2025 capacity decreased 1.9 percent, year-over-year—in line with the
Company's previous guidance

® The Company received 11 -8 aircraft and retired 14 aircraft (12 Boeing 737-700 ("-700")
aircraft and 2 -800 aircraft) in first quarter 2025, ending the quarter with 800 aircraft

® First quarter 2025 capital expenditures were $501 million, driven primarily by aircraft-related
capital spending, as well as technology, facilities, and operational investments. Capital
expenditures for the quarter were offset by proceeds of $24 million from the sale-leaseback of
one aircraft

The Company is now proactively reducing capacity in the second half of 2025 to accommodate a
lower demand environment and capture associated cost savings. While schedules are not final, the
Company expects to reduce both third quarter and fourth quarter capacity by roughly one and
one-half points and anticipates that full year 2025 capacity will now be up roughly 1 percent,
year-over-year, which would be on the low end of the prior expectation of up 1 percent to 2 percent,
year-over-year. This modest growth is driven entirely by an increase in aircraft utilization provided
by redeye flying and turn time reduction initiatives.

The Company is not making any material updates to its fleet assumptions, including aircraft
delivery and retirement expectations, at this time. The Company will continue to evaluate the
potential for fleet transactions on an opportunistic basis.

The Company continues to expect its 2025 capital spending to be in the range of $2.5 billion to
$3.0 billion, which does not include the impact of potential future fleet transactions. These
transactions could lower the Company's net capital spending if executed.
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Liquidity and Capital Deployment:

® The Company remains committed to a strong and efficient balance sheet with an
investment-grade credit rating

® The Company ended first quarter 2025 with $8.3 billion in cash and cash equivalents and
short-term investments, and a fully available revolving credit line of $1.0 billion

® The Company continues to have a large base of unencumbered aircraft and primarily
aircraft-related assets with a net book value of approximately $16.3 billion

® The Company had a net cash position6 of $1.6 billion as of March 31, 2025

® The Company returned $857 million to its Shareholders during first quarter 2025, comprised
of $107 million of dividends and $750 million of share repurchases

® The Company has repurchased $1.0 billion under its previously announced $2.5 billion share
repurchase authorization. The Company expects to complete the repurchase of the remaining
$1.5 billion by the end of July 2025

Fuel Costs and Outlook:

® First quarter 2025 economic fuel costs were $2.49 per gallonl—above the Company's
previous guidance range

® First quarter 2025 fuel efficiency improved 2.6 percent, year-over-year, primarily due to
operating more -8 aircraft, the Company's most fuel-efficient aircraft, as a percentage of its
fleet

® As of April 15, 2025, the fair market value of the Company's fuel derivative contracts settling
in second quarter 2025 through the end of 2027 was an asset of $54 million

The Company has discontinued its fuel hedging program and has no plans to add additional
derivatives to its portfolio, which currently extends through 2027. The Company's current fuel
derivative contracts contain a combination of instruments based on Brent crude oil. The economic
fuel price per gallon sensitivities? provided in the table below assume the relationship between
Brent crude oil and refined products based on market prices as of April 15, 2025.
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Estimated economic fuel price per gallon,
including taxes and fuel hedging premiums

Average Brent Crude il

price per barrel 200 2025
340 51.40 - §1.50
350 5$1.70 - §1.80
Current Market (a) $2.20 - $2.30
370 52 40 - §2.50
320 5270 - §2.80
590 $3.00 - £3.10
$100 $3.20 - 33.30
Fair market value of
fuel derivative contracts settling in period $—
Estimated premium costs $37 million

(a) Brent crude oil average market price as of April 15, 2025, was $64 per barrel for second quarter 2025

In addition, the Company is providing its maximum percentage of estimated fuel consumption7
covered by fuel derivative contracts in the following table:

Period Maximum fuel hedged percentage (a) Estimated premium costs
2025 47% 5143 million

2026 43% $135 million

2027 13% 540 million

(a) Based on the Company's current available seat mile plans. The Company is currently 45 percent hedged in second quarter
2025 and 46 percent hedoed in second half 2025,

Supplemental Information:

The Company has provided a summary on progress against initiative development on the Investor
Relations website at https://www.southwestairlinesinvestorrelations.com.

Conference Call:

The Company will discuss its first quarter 2025 results on a conference call at 12:30 p.m. Eastern
Time on April 24, 2025. To listen to a live broadcast of the conference call, please go to
https://www.southwestairlinesinvestorrelations.com.

Footnotes


https://www.southwestairlinesinvestorrelations.com/
https://www.southwestairlinesinvestorrelations.com/
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1See Note Regarding Use of Non-GAAP Financial Measures for additional information on special
items. In addition, information regarding special items and economic results is included in the
accompanying table Reconciliation of Reported Amounts to Non-GAAP Measures (also referred to
as "excluding special items").

2Includes $8.3 billion in cash and cash equivalents and short-term investments, and a fully
available revolving credit line of $1.0 billion.

3A non-GAAP financial measure calculated as earnings before interest and taxes, excluding special
items ("EBIT"). EBIT (a) excludes annual average of $400 million to $500 million for fleet initiative
over the three-year period from 2025 to 2027, (b) assumes profit sharing of 15 percent, and (c)
assumes a fuel price of ~$2.33 per gallon in 2025 and 2026. Projections do not reflect the potential
impact of special items because the Company cannot reliably predict or estimate those items or
expenses or their impact to its financial statements in future periods. Accordingly, the Company
believes a reconciliation of non-GAAP financial measures to the equivalent GAAP financial
measures for these projected results is not meaningful or available without unreasonable effort.
4Economic fuel cost per gallon ("Fuel cost per gallon") includes fuel taxes, fuel hedging premium
expense, and any related cash settlements from fuel derivative contracts. Based on the Company's
existing fuel derivative contracts and market prices as of April 15, 2025, second quarter 2025
economic fuel costs per gallon were estimated to be in the range of $2.20 to $2.30, including fuel
hedging premium expense of $0.06 per gallon and no cash settlements from fuel derivative
contracts. Economic fuel cost projections do not reflect the potential impact of special items
because the Company cannot reliably predict or estimate the hedge accounting impact associated
with the volatility of the energy markets, or the impact to its financial statements in future periods.
Accordingly, the Company believes a reconciliation of non-GAAP financial measures to the
equivalent GAAP financial measures for projected results is not meaningful or available without
unreasonable effort. See Note Regarding Use of Non-GAAP Financial Measures.

5Projections do not reflect the potential impact of fuel and oil expense, special items, and profit
sharing because the Company cannot reliably predict or estimate those items or expenses or their
impact to its financial statements in future periods, especially considering the significant volatility of
the fuel and oil expense line item. Accordingly, the Company believes a reconciliation of non-GAAP
financial measures to the equivalent GAAP financial measures for these projected results is not
meaningful or available without unreasonable effort.

5Net cash position is calculated as the sum of cash and cash equivalents and short-term
investments, less the sum of short-term and long-term debt.

The Company's maximum fuel hedged percentage is calculated using the maximum number of
gallons that are covered by derivative contracts divided by the Company's estimate of total fuel
gallons to be consumed for each respective period. The Company's maximum number of gallons
that are covered by derivative contracts may be at different strike prices and at strike prices
materially higher than the current market prices. The volume of gallons covered by derivative
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contracts that are ultimately exercised in any given period may vary significantly from the volumes
used to calculate the Company's maximum fuel hedged percentages, as market prices and the
Company's fuel consumption fluctuate.

Cautionary Statement Regarding Forward-Looking Statements

This news release contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Specific forward-looking statements include,
without limitation, statements related to (i) the Company'’s initiatives, strategic priorities and focus areas, goals, and opportunities,
including with respect to its transformational plan, commercial offering, financial performance, providing value for Customers and
Shareholders, and driving cost efficiencies; (ii) the Company’s plans and expectations with respect to basic economy fares, bag
fees, assigned seating, extra legroom seating, and the Company’s loyalty program; (iii) the Company’s plans and expectations with
respect to its balance sheet; (iv) the Company’s fleet plans and expectations, including with respect to its fleet order book, fleet
utilization, fleet retrofits, fleet modernization, fleet transactions, flexibility, and expected fleet deliveries and retirements, and including
factors and assumptions underlying the Company's plans and expectations; (v) the Company's financial and operational outlook,
expectations, goals, plans, and projected results of operations, including with respect to its initiatives, and including factors and
assumptions underlying the Company's expectations and projections; (vi) the Company’s capacity plans and expectations; (vii) the
Company's expectations with respect to fuel costs and fuel efficiency, and the Company's related management of risks associated
with changing jet fuel prices, including factors underlying the Company's expectations; (viii) the Company's plans, estimates, and
assumptions related to repayment of debt obligations, interest expense, and capital spending, including factors and assumptions
underlying the Company's expectations and projections; (ix) the Company’s planned shareholder returns; and (x) the Company’s
plans and expectations with respect to redeye flying and reducing turn times. These forward-looking statements are based on the
Company's current estimates, intentions, beliefs, expectations, goals, strategies, and projections for the future and are not
guarantees of future performance. Forward-looking statements involve risks, uncertainties, assumptions, and other factors that are
difficult to predict and that could cause actual results to vary materially from those expressed in or indicated by them. Factors
include, among others, (i) the impact of fears or actual outbreaks of diseases, extreme or severe weather and natural disasters,
actions of competitors (including, without limitation, pricing, scheduling, capacity, and network decisions, and consolidation and
alliance activities), governmental actions, consumer perception, consumer uncertainties with respect to trade policies (including the
imposition of tariffs), economic conditions, banking conditions, fears or actual acts of terrorism or war, sociodemographic trends, and
other factors beyond the Company's control, on consumer behavior and the Company's results of operations and business
decisions, plans, strategies, and results; (ii) the Company's ability to timely and effectively implement, transition, operate, and
maintain the necessary information technology systems and infrastructure to support its operations and initiatives, including with
respect to revenue management and assigned and premium seating; (iii) consumer behavior and response with respect to the
Company's new commercial products and policies; (iv) the impact of fuel price changes, fuel price volatility, volatility of commodities
used by the Company for hedging jet fuel, and any changes to the Company's fuel hedging strategies and positions, on the
Company's business plans and results of operations; (v) the Company's dependence on The Boeing Company (“Boeing”) and
Boeing suppliers with respect to the Company's aircraft deliveries, Boeing MAX 7 aircraft certifications, fleet and capacity plans,

operations, maintenance, strategies, and goals; (vi) the Company's dependence on the Federal Aviation Administration with respect
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to, among other things, the certification of the Boeing MAX 7 aircraft; (vii) the Company's dependence on other third parties, in
particular with respect to its technology plans, its plans and expectations related to revenue management, online travel agencies,
operational reliability, fuel supply, maintenance, Global Distribution Systems, environmental sustainability, and the impact on the
Company's operations and results of operations of any third party delays or nonperformance; (viii) the Company’s ability to timely
and effectively prioritize its initiatives and focus areas and related expenditures; (ix) the impact of labor matters on the Company's
business decisions, plans, strategies, and results; (x) the impact of governmental regulations and other governmental actions on the
Company's business plans, results, and operations; (xi) the Company's ability to obtain and maintain adequate infrastructure and
equipment to support its operations and initiatives; (xii) the Company's dependence on its workforce, including its ability to employ
and retain sufficient numbers of qualified Employees with appropriate skills and expertise to effectively and efficiently maintain its
operations and execute the Company’s plans, strategies, and initiatives; (xiii) the cost and effects of the actions of activist
shareholders; and (xiv) other factors, as described in the Company's filings with the Securities and Exchange Commission, including
the detailed factors discussed under the heading "Risk Factors" in the Company's Annual Report on Form 10-K for the fiscal year

ended December 31, 2024.

Investor Contact:
Southwest Airlines Investor Relations
214-792-4415

Media Contact:

Southwest Airlines Media Relations
214-792-4847
swamedia@wnco.com

SW-QFS
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Southwest Airlines Co.
Condensed Consolidated Statement of Income (Loss)
{in millions, except per share amounts)

{unaudit=d)
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MOMN-OFERATING EXPENMEBEE |INCDME:
Nher il EEpenGe 48 =] 20.2)
Captalired Infenest 1] ™ T4
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Southwest Airlines Co.

Reconciliation of Reported Amounts to Non-GAAP Financial Measures (excluding special iterms)
{5See Note Regarding Use of Non-GAAP Financial Measures)

{m millions, except per share and per ASM amount=lunaudited)
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Add- impact of special Bevs D18 0.04
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Southwast Airlinas Co.

Comparative Consolidated Operating Statistics

{unaudited)

Relavant camparative oparating statistics for the three months ended March 31, 20285 and 2024 are incldad
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Southwest Airlines Co.
Non-GAAP Return on Invested Capital (ROIC)
[5Sae Mote Regarding Use of Mon-GAAP Financial Measures)

{n millions}
{unaudited)

Twelve monthe sndsd Tweive monihs ended

Maroh 31, 2028 March 31, 2024

Oparating Inocme, as reportad E &8 3 148
Breauage rmaenue adusiment al] —_
Severance and refabed cosis 2 —
‘wolnidary Employee programs B -
TWU 565 condract ad ustimant — a
TWU 558 condract ad jstimaent —_ 180
SWAFA coniract adjustment — 354
Paed innpsact froen fued coniracis f43p 17
Frofessiong advisory fees 13 _
Transtormation cosis 18 -
DOT settiemznl — o7
Litigation acomals 1B 11
Opsrating Ingoms, nan-BAAP E TOE 5 a0
Bt adusimaent for arcrafl ases [a) 180 128
Ad|ucisd oparafing inooms, non-BALF (A) ] EBE 5 a2y
Hon-BAAP tax rate (B} 281 % (d) ZA5 % =)
Met operating profd sfter-tax, BOPAT |&% (1-B) = C) ] BBE ] 11
D, including finanos leagias (b E ] TATH 5 8018
Enquity (b} 10,168 10,571
Bt presan waiue of aircraft operaling heasos (b BE2 a0
fverags Invasisd caphal * 1E,6EB 3 19,577
Enquity adusimen for hedge aocounting {o) 1B {88)
Ad]ucted average Invacisd caplal (D) 3 1E,BOE 3 16478
Mon-GAAP ROIC, pre-tax [AD) 48 % 4.8 %
Mon-GAAP ROIC, afisr-tax (200 28 % AT %

(@) Mt adusiment to reflect al aircral in Teel as cwned {12, he impact of eiminaiing aircralt rend expense and resiacing with
estimated depreciaton expense for those same arcrafl). The Company makes this adustment 1o enhance comparabiity to
othier enfites thal hawe diferent mapial sructures by Wlzng aternatye financng decsions.

{h) Cafeulated a5 an average of the fve most recent quaner &nd halanoes or remaining obligations. The Bt prese nl walue of
airerafl aperating ks es nepresents the: assumpdon that all aircrafl in e Company s fest are oened, as A rehects the
remalnng canlraciual commitments dscounied at the Company’s astimated incremental bormaing rate as of the lime each
individual iease was signed.

o) Thix Equity adjustmenl in ine denaminaior sdjusts for the cumulative impacts, in Acoumuiahsd ofher somorehens e intomse
and Felained samings. of gains andior losses that wil setike infulure periods, Incuding those assookebed with fw SCompany's
fusel hedges. The curent peiod impact of these gains andior lsses i reflecked in the Met mpadt from fuel conlracts in the
NiETeraior.

i) Thie GAAP teehaz mondh rolling 1ax rale as of March 31, 2025, was 22.3 percent, and the Mon-GAAF baeive monlh raling
2ol ravke wiak 23.1 peroenl. Bee Nole Regarding Use of Mon-GAAF Financial Measures for addtonal information
) The: GAAP twehiz month rolling fax rale as of March 31, 2024, was 371 percent, and e Mon-GA4F beeive month rolling
2ol rade was 235 peroenl. See Nole Regarding Use of Mon-GAAF Financial Measures for addtional information
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Southwest Airlines Co.
Condensad Consolidated Balance Shest
{in millions}
{unaudit=d)
— Maoh$1,.3036 _ Deceomber 39 2024
ARIETE
Curent assels:
Cash and cash eourvalznis ¥ 314 3 7500
Shorl-harm e siments 12 1218
Aocounts and other mosivab bes 1,078 1110
rwaniores of nats and sunokes. al cost T8 200
Freenaid expenses and ofer cumen assels -5 - k3
Tolal current acsets 10714 1.274
Fraperty and equizment, al cosk:
Floht eousoment 5345 a2
Ground orecenty and eoulomaent 2.474 2244
Deepasiis an fight equipment purchase confracts 144 413
Assols consinucied for oihers Iz BB
24381 3947
Less alowance for deomecation and amorizalian 15084 14591
18,167 19,055
G il e =T
Oeeratng lease rahl-ol-use asoets 1383 1388
Other assels 10438 1081
) My 3§ 33750
LIABILITIEE AND ATDCHHOLDER &' EGQUITY
Caurnend Rabllies:
Accounis pavabie E 1826 3 1818
Acoroed Nabiies 1878 2205
Curen aperaling keate labites n 328
Al fraffic labliv TR B84
Currend mnaturiiies of kng-bermn debi 2808 1630
Tolal curnent liabilHes 13801 12278
Lonodem debd oo current maluriies 4.032 5050
Adr raftic §abikty - nencument 1342 1948
Dbemed income laxes 2124 A LT
Monourmenl coeraling lease labifkes ar 1.031
Tthar noncurment liabi lHes B2 =0a
Sincknalders’ equiy:
Common siock 33z =88
Cantal in excess of car valus 443 4. 158
Fodaimed aaminas 18.08% 16332
Accumulaied ather Comprenenswe oas 124) 25}
Treasuny stock. ol oosl (11,7381 110441
Total sbocknoiders’ eou bty 5.388 10350
i 3312 35 33750
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Southwest Airlines Co.
Condensed Consolidated Statement of Cash Flows
{m millions} {unsudited)

Thirss monthc sndsd
March 21,

IOEE panred
A EH FLO'W 3 FROM OPERATIMNG ACTIVITIEE:
Bed foss | {148} & 231
Adjusiments bo reconcis et loss ko net cash provided by (used in) aperating aciviies
DCwepreciafion and amort zation 1] 408
Unreal zedireaized loss on fuel dervaliae instumenis — 1
Dok med Income faxnes [134] {8:1: 4]
Gain on sae-easehack ransacions (4] -
Changes in cerain assels and labiibes
Acoouns and ofher recefvables BT (308}
Qthar assels 146 (14}
Aceounts payabbe and aocnsed lablles {i2e} BaTy
Hlr frarfic Fabi Kby BED 1,115
Othar Aabiies (BE} [ k]
Cash cokateral provided i dervatie couniempanies 122y -
Cthar, net B [ELH]
Mt cash provided by (used in] aperating acivies E4:1] (104
CAEH FLOW 3 FROM INVEATING ACTIVITIES:
Capital grpendbres (01} [8:1:kH]
Aggets consirucied for others - (3 4]
Frooeeds from sale-leaseback Iransactons 24 -
FPurchases of sharl-tamm investme nis {61} {1878}
Frooeeds from sales of shorlenm and ofer Invesimaents 1,164 1,720
CHhar, net [£1] £353
Med cash provided by {used in) investing aclisities 828 [£3: 1) ]
CAEH FLOW 3 FROM FINAMCING ACTRTIES:
Frooseds frons Emploges siock Dlans 7 15
Fepurchase of commaon sioock {TBO} —_
Faymanis of iong-lems debd and fnance kease o igations [ [0:})
Faymenls of cash dividends {107} 215}
Othar, nit (k] (k]
Mol cash used in financng activiles (EBE} 232
MET CHANGE ™ CAEH AND CABH EQUIVELENTE B2E (L F ]
A BH AND CA BH EQUIVALENT 8 AT EE@INNING OF PERIOD 7,508 0288
A EH AND CA EH EGUIVALENT 8 AT END OF PERIOD ¥ Bi24 = B 367

=S fer

NOTE REGARDING USE OF NON-GAAP FINANCIAL MEASURES

The Company's unaudited Condensed Consolidated Financial Statements are prepared in
accordance with accounting principles generally accepted in the United States ("GAAP"). These
GAAP financial statements may include (i) unrealized noncash adjustments and reclassifications,
which can be significant, as a result of accounting requirements and elections made under
accounting pronouncements relating to derivative instruments and hedging and (ii) other charges
and benefits the Company believes are unusual and/or infrequent in nature and thus may make
comparisons to its prior or future performance difficult.

As a result, the Company also provides financial information in this release that was not prepared
in accordance with GAAP and should not be considered as an alternative to the information
prepared in accordance with GAAP. The Company provides supplemental non-GAAP financial
information (also referred to as "excluding special items"), including results that it refers to as
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"economic," which the Company's management utilizes to evaluate its ongoing financial
performance and the Company believes provides additional insight to investors as supplemental
information to its GAAP results. The non-GAAP measures provided that relate to the Company’s
performance on an economic fuel cost basis include Total operating expenses, non-GAAP;
Operating expenses, non-GAAP excluding Fuel and oil expense; Operating expenses, non-GAAP
excluding Fuel and oil expense and profit sharing; Operating loss, non-GAAP; Adjusted Operating
income, non-GAAP; Other (gains) losses, net, non-GAAP; Loss before income taxes, non-GAAP;
Benefit for income taxes, net, non-GAAP; Net loss, non-GAAP; Net loss per share, diluted,
non-GAAP; and Operating expenses per ASM, non-GAAP, excluding Fuel and oil expense and
profit sharing (cents). The Company's economic Fuel and oil expense results differ from GAAP
results in that they only include the actual cash settlements from fuel hedge contracts - all reflected
within Fuel and oil expense in the period of settlement. Thus, Fuel and oil expense on an economic
basis has historically been utilized by the Company, as well as some of the other airlines that utilize
fuel hedging, as it reflects the Company’s actual net cash outlays for fuel during the applicable
period, inclusive of settled fuel derivative contracts. Any net fuel hedging premium costs paid
related to option contracts that are designated as hedges are reflected as a component of Fuel and
oil expense, for both GAAP and non-GAAP (including economic) purposes in the period of contract
settlement. The Company believes these economic results provide further insight into the impact of
the Company's fuel hedges on its operating performance and liquidity since they exclude the
unrealized, noncash adjustments and reclassifications that are recorded in GAAP results in
accordance with accounting guidance relating to derivative instruments, and they reflect all cash
settlements related to fuel derivative contracts within Fuel and oil expense. This enables the
Company's management, as well as investors and analysts, to consistently assess the Company's
operating performance on a year-over-year or quarter-over-quarter basis after considering all
efforts in place to manage fuel expense. However, because these measures are not determined in
accordance with GAAP, such measures are susceptible to varying calculations, and not all
companies calculate the measures in the same manner. As a result, the aforementioned measures,
as presented, may not be directly comparable to similarly tittled measures presented by other
companies.

Further information on (i) the Company's fuel hedging program, (ii) the requirements of accounting
for derivative instruments, and (iii) the causes of hedge ineffectiveness and/or mark-to-market
gains or losses from derivative instruments is included in the Company’s Annual Report on Form
10-K for the fiscal year ended December 31, 2024.

The Company’s GAAP results in the applicable periods may include other charges or benefits that
are also deemed "special items," that the Company believes make its results difficult to compare to
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prior periods, anticipated future periods, or industry trends. Financial measures identified as
non-GAAP (or as excluding special items) have been adjusted to exclude special items. For the
periods presented, in addition to the items discussed above, special items include:

1. Incremental expense associated with contract ratification bonuses for various workgroups
related to additional compensation for services performed by Employees outside the
applicable fiscal period;

2. Charges associated with tentative litigation settlements regarding paid short-term military
leave to certain Employees, certain California state meal-and-rest break regulations for Flight
Attendants, and an arbitration award in favor of the Company's Pilots relating to a
collective-bargaining matter;

3. Expenses associated with professional advisory fees related to the Company's
implementation of its comprehensive transformational plan;

4. Charges associated with severance, post-employment benefits, and professional fees as a
result of the Company's reduction in workforce;

5. Reversal of breakage revenue recorded in prior years related to a portion of flight credits
issued to Customers during 2022 and prior that have either been redeemed or are expected
to be redeemed in future periods. The majority of these flight credits were issued during the
COVID-19 pandemic as the Company was making significant changes to its flight schedules
based on fluctuating demand, which made it difficult to estimate future redemption patterns
when compared against historical Customer behavior;

6. Incremental expense associated with a voluntary separation program that allowed eligible
Employees the opportunity to voluntarily separate from the Company in exchange for
severance, medical/dental coverage for a specified period of time, and travel privileges based
on years of service;

7. Expenses associated with incremental professional advisory fees related to activist investor
activities, which were not budgeted by the Company or associated with the ongoing operation
of the airline; and

8. A charge associated with a settlement reached with the DOT as a result of the Company's
December 2022 operational disruption.

Because management believes special items can distort the trends associated with the Company’s
ongoing performance as an airline, the Company believes that evaluation of its financial
performance can be enhanced by a supplemental presentation of results that exclude the impact of
special items in order to enhance consistency and comparativeness with results in prior periods
that do not include such items and as a basis for evaluating operating results in future periods. The
following measures are often provided, excluding special items, and utilized by the Company’s

17



Southwest.

A\ " .
management, analysts, and investors to enhance comparability of year-over-year results, as well
as to industry trends: Total operating expenses, non-GAAP; Operating expenses, non-GAAP
excluding Fuel and oil expense; Operating expenses, non-GAAP excluding Fuel and oil expense
and profit sharing; Operating loss, non-GAAP; Adjusted Operating income, non-GAAP; Other
(gains) losses, net, non-GAAP; Loss before income taxes, non-GAAP; Benefit for income taxes,
net, non-GAAP; Net loss, non-GAAP; Net loss per share, diluted, non-GAAP; and Operating
expenses per ASM, non-GAAP, excluding Fuel and oil expense and profit sharing (cents).

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

ABOUT SOUTHWEST AIRLINES CO.

Southwest Airlines Co. operates one of the world's most admired and awarded airlines, offering its
one-of-a-kind value and Hospitality at 119 airports across 11 countries. Southwest took flight in

1971 to democratize the sky through friendly, reliable, and low-cost air travel and now carries more
1

air travelers flying nonstop within the United States than any other airline™. By empowering its more

than 72,0002 People to deliver unparalleled Hospitality, the maverick airline cherishes a passionate
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loyalty among more than 134 million Customers carried in 2025. Southwest leverages a unique
legacy and mission to serve communities around the world including harnessing the power of its
People and Purpose to put communities at the Heart of its success. Learn more by visiting
Southwest.com/citizenship.

1. Based on U.S. Dept. of Transportation quarterly Airline Origin & Destination Survey as of Q2
2025
2. Fulltime-equivalent active Employees as of Dec. 31, 2025

Media Contacts:
Visit the Southwest Newsroom atswamedia.comfor multimedia assets and other Company news.

HiH
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