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Southwest Aitlines Co. is dedicated to serving short-
haul, commuter markets in the economically strong
Southwest Sunbelt.

Southwest's philosophy and business strategy include:

?xmphcny of Operations

lone type of aircraft, the Boeing 737-200 advanced
series, with 118 seats

Jone crew domicile and maintenance facility
in Dallas

I simplified passenger check-in and fare structures

| | cash register ticketing

[ I no interlining of tickets or baggage

| I no food setvice

High Productivity

|_Idaily aircraft utilization of 11 hours

| 110 minute turnaround times between most flights

{ 11600 employees, working hard and enjoying pro-
viding a high-quality service

Focus on Passenger Business

| Iservice only for passengers and small packages
| Ino large air freight
| 1no U.S. mail
Serving Short-Haul, Mass Transit Commuter Markets
| I light segments under two hours
| | low fare structure competitive with the bus and
auto travel
| |stimulation of new air travelers from the automo-

bile and the backyard
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Letter To Stockholders
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Howard D. Putnam

HIGHLIGHTS OF 1979

An increase of 37.2% in operating
income * revenues of $136,000,000 -
5,000,000 passengers boarded + expan-
sion into interstate markets * achieve-
ment of a legislative compromise on
Dallas Love Field air service * a 90.1%
increase in the cost of jet fuel -
$70,000,000 of long-term debt financ-
ing at attractive fixed interest rates °
delivery of five new Boeing 737-200
advanced series aircraft * in all, a very
difficult but most successful year.

PROFITABILITY

Our operating revenues were
$136,114,000, up 67.9%, and our
operating income was $28,986,000,
up 37.2% despite the rapid escalation
of fuel costs, labor costs and interest
rates. Effective February 23, 1979,
your Board of Directors approved a 3-
for-2 stock split, increasing our shares
outstanding to 4,500,000. Earnings
per share in 1979 were $3.70, com-
pared to $3.78 in 1978, adjusted for
the 1979 split. The total earnings per
share of $3.78 in 1978 included a
$4,456,000 gain, net of taxes, from
the disposition of aircraft plus
$735,000 from the net cumulative ef-
fect of an accounting change, or $1.15
per share. Without these two nonre-
curring items, our 1978 earnings per
share would have been $2.63. The
1979 earnings of $3.70 thus represent
a 40.7% increase over the 1978 net
earnings per share, excluding non-
recurring gains.

Because of the excellent operating
results of your Company in 1979, cou-
pled with good prospects for 1980, on
February 26, 1980 your Board ap-
proved a 14.3% increase in the antici-
pated annual dividend rate, from $.28
to $.32 per share.

TRAFFIC

A record 5,000,000 passengers were
boarded, up 41.7% from 3,528,000 in
1978. Revenue passenger miles in-
creased 51.2% to 1.586 billion. Our
load factor was 68.33%, up from
67.38% in 1978, and our average rev-
enue per passenger mile increased by
11.2% to $.0823, by the end of 1979.

FUEL

In 1978, fuel was 27.5% of our
opetating costs and 25.2% of our total
costs. In 1979, a 90.1% increase in
average price per gallon drove fuel to
35.1% of our operating costs and
32.5% of our total costs.

Although we were required to pur-
chase approximately one-third of our
fuel on the spot market in 1979, we
held our average price per gallon at
the industry average as the result of an
excellent fuel purchasing effort. Be-
cause our fares are substantially below
the CAB’s Standard Industry Fare
Level, even as modified downward in
some of our markets by the lower, for-
mer intrastate fare level, we were, and
are, able to secure fare increases on as
little as one day’s notice in order to
offset fuel price and other cost in-
creases. Thus, we did not experience
in 1979, and do not anticipate expe-
riencing in 1980, any diminution in
earnings caused by an enforced regula-
tory time lag between the time of jet
fuel price increases and the implemen-
tation of offsetting fare increases.

No flights were cancelled during
1979 as a consequence of the un-
availability of fuel, although certain
schedule modifications and flight
speed limitations were adopted in or-
der to curb its consumption. We have
not experienced any fuel shortages

thus far in 1980.

LONG-TERM FINANCING

In 1979, we completed two major
financing transactions. These pro-
vided us long-term financing for our
aircraft acquisitions and funds for gen-
eral working capital purposes. The
first transaction was the private place-
ment of 15-year, 10.3% fixed-rate
Equipment Trust Certificates totaling
$70,053,000, or approximately 80%
of the cost of ten Boeing 737-200 air-
craft. Seven of these aircraft are now
in operation; the remaining three will
be delivered in the first quarter of
1980. The second transaction was the
restructuring of our bank loan agree-
ment to a $54,000,000 Revolving
Credit Agreement which includes a 2-



year renewable revolving credit fol-
lowed by a 6-year term loan. The in-
terest rate on this debt floats at the
prime rate. Total borrowings against
this credit at December 31, 1979 were
$42,000,000, thus providing us with
access to an additional $12,000,000 of
working capital not reflected in our
financial statements.

We believe these combined financ-
ings represent a major step in the
growth of Southwest. They will allow
us greater flexibility to further serve
existing market demands and address
new market opportunities. The
financings better match the maturity
of our debt with the anticipated eco-
nomic life of our aircraft and will also
yield us a lower combined effective in-
terest rate in today’s volatile money
markets.

OPERATIONS

We continued our high level of air-
craft utilization, averaging 11 hours
and 37 minutes per aircraft daily. We
flew a total of 75,837 trips in 1979, up
38.3% over 1978.

We were pleased with the results of
a Texas Business magazine poll, as set
forth in the February 1980 issue:

“In December, TEXAS BUSI-
NESS asked a cross-sampling of its
subscribers to rate the services of the
seven airlines they flew most often.
The airline they singled out over-
whelmingly in overall performance is
Dallas-based Southwest Airlines. More
than 90 percent of those polled
judged the overall quality of this air-
line as excellent or good.”

Despite this encouraging endorse-
ment, we are taking steps to improve
our on-time performance in 1980, We
consider our reputation and credibility
with our customers for reliability, as
well as low fares, of the utmost
importance.

FLEET

We began 1979 with 13 Boeing
737-200 advanced jet aircraft with an
average age of 18 months. During the
year, we added five new B-737-200's at
a cost of $44,159,000, bringing our
total fleet to 18 owned aircraft. We

also leased, from March [, 1979 to
January 12, 1980, one B-727-200 air-
craft. Our plan for the intermediate
term is to continue with only one type
of aircraft, the B-737. Future orders
include three B-737's to arrive on
March 27, 1980, and three more in
late 1980 or early 1981. We have op-
tions on six more 737’s for 1982. A
decision on these will be made in mid-
1980 after further evaluations of fuel
costs and traffic growth are completed.

During 1979 all aircraft were
equipped with new slimline seats
which added six seats per aircraft,
bringing the total to 118, an increase
of 5%. We retained our popular
lounges.

INTERSTATE ROUTES

In our eighth year of operation, we
crossed the Texas border with sched-
uled service between Houston-New
Orleans and Dallas Love Field-New
Orleans. We, and our wholly-owned
subsidiary, Midway (Southwest) Air-
way Co., also received a number of
other interstate route awards from the
Civil Aeronautics Board (CAB), all of
which are permissive in nature and
need not be flown in order to be
retained.

The CAB ruled that our entire
route system was subject to its regula-
tory jurisdiction, but also held that we
need not interline passengers with
other airlines nor offer joint fares,
thereby permitting us to continue to
operate in our accustomed intrastate
mode as primarily a low fare, point-to-
point, commuter airline specialist.

Your Company became a CAB air
carrier because of the latitude for com-
petition in interstate markets afforded
by passage of the Aitline Deregulation
Act of 1978, coupled with a favorable
attitude on the part of the CAB and
its staff towards such competition.
Southwest has been able to obtain
new interstate routes with relative
ease and to increase its fares on short
notice, while maintaining its tradi-
tional peak and off-peak fare structure
at levels considerably below the Stan-
dard Industry Fare Level established by

the CAB. In addition, the CAB and
its staff have granted the Company a
number of specific exemptions and
classifications which have facilitated
and eased the transition from a TAC
(Texas Aeronautics Commission) car-
rier to a CAB air carrier. The Com-
pany reached the conclusion in the
latter part of 1978 that, under the De-
regulation Act as administered in a
more permissive regulatory environ-
ment, the additional burdens of fed-
eral economic regulation would be
outweighed by the additional oppor-
tunities to provide new, interstate ser-
vices. Thus far, the Company believes
that judgment to have been correct.

LOVE FIELD SERVICE

During 1979, the CAB issued a cer-
tificate to Southwest confirming its
authority to serve its intra-Texas
routes originally granted by the TAC,
including the right to use Dallas Love
Field in conjunction with such
service.

In February 1980, after a “donny-
brook” in the Congress of the United
States, federal legislation was enacted
which authorizes, under certain condi-
tions met by Southwest, air service be-
tween Love Field and any points in
the four adjacent states of Arkansas,
Louisiana, New Mexico, and Okla-
homa. This legislation also validates
Southwest’s right to continue its Love
Field-New Orleans air service, which
had been the subject of an appeal to
the District of Columbia Circuit Court
of Appeals.

After several months of battle in
the Congress, we reluctantly accepted
the Love Field compromise as the best
obtainable under the prevailing politi-
cal circumstances. Our right to serve
Love Field as long as it remains open
as an airport is now established as a
matter of federal law, and we expect
that the extremely heavy expenses, in
time and money, incurred during the
past seven years in order to assert and
defend that right will cease. The con-
templated net effect of the Love Field
compromise is that we will defer inau-
guration of Chicago Midway Airport

continued



Service; emphasize Houston as the
Texas hub for our interstate operations
because of the unlimited interstate
destinations available from that city;
and focus more closely upon the eco-
nomic potential of air service between
Love Field and smaller cities in the
four states adjoining Texas.

LABOR NEGOTIATIONS

We were unable to reach agreement
on a new contract with the Interna-
tional Association of Machinists, who
represent 106 mechanics, stock clerks,
and cleaners, after nearly seven
months of negotiation. We had no
choice, in order to protect the future
of your Company, but to take a strike
on January 13, 1980. Again, however,
the spirit and pride of Southwest’s em-
ployees rose to the occasion, and they,
along with management, kept the ait-
line operating with twelve of our eigh-
teen 737's providing scheduled service
to every city in our system. Six days
later, the IAM agreed to our pre-strike
offer, and a three year contract was
later signed.

We have no labor contracts subject
to negotiation during 1980.

OUTLOOK 1980

After a strong 1979 spring, summer,
and fall due to the healthy economy of
Texas and a shortage of automobile
gasoline, we experienced a slight soft-
ening in December and January traf-
fic, which appears to be abating in
February, 1980. We took immediate
action to cancel about 10% of our
daily departures from December 10 to
February 1, 1980, saving approxi-
mately 1,500,000 gallons of fuel. In
addition, we reduced our flying speed
slightly in order to save approximately
45 gallons of fuel per flight, or an an-
ticipated savings of $4,000,000
in 1980.

Subject to timely receipt of CAB
approval, on April 1, 1980 we will, in
keeping with our philosophy, inaugu-
rate new, short-haul service between
Dallas Love Field and Oklahoma City
14 times daily; on April 2 between
Love Field and Tulsa 14 times daily;
and on April 3 between Love Field

and Albuquerque 8 times daily. We are
excited about these new cities; their
potential revenue contributions; and
the opportunity to serve neighbors
adjacent to our home State of Texas.
We have been warmly received in
advance by all three.

During the past year, we've had
three fare increases: 7% in July 1979;
12% in September 1979; and 10% in
January 1980. We are concerned about
rising fares, and our goal is to keep
fares as low as possible. Unfortunately,
fuel costs necessitated increases. The
position of our fares relative to those
of competing carriers remains un-
changed. We're still, on average, 40-
50% below their unrestricted, stan-
dard coach offerings.

We believe 1980 can be a strong
growth year, even with the adversities
of fuel and the economy, because of
our short-haul strengths; our com-
muter, mass transit market niche; our
continued stress on simplicity; the
high productivity of our aircraft and
facilities; our location in the Sunbelt,
and, most importantly, the productiv-
ity of over 1,600 great employees who,
in 1979, added 18.1% to their annual
incomes through Southwest Airlines’
profit sharing plan. Barring presently
unforeseen developments, all of this
signifies to us that we enter 1980 in a
different position from much of the
aitline industry. We are all committed
to continuing to give our customers
the best value and most friendly ser-
vice possible, and we expect this pol-
icy to continue to produce increased
earnings for our shareholders in 1980.

Sincerely yours,

bt &, killodn,

Herbert D. Kelleher
Chairman of the Board

Howard D. Putnam
President and Chief Executive Officer

February 22, 1980

Top: SWA reservations agent Betty Johnson
is taking one of the nine million telephone
calls in the Arlington Reservations Center.

Bottom: SWA ticket agent Janette Owen, completes a ticketing transaction
in Dallas, where 1,549,422 passengers were boarded in 1979.






Description of Business

Fleet Size
(Boeing 731-200%)

10

Available Seat Miles
{In Millions)
2,500

1,310
2,000
1,500 1,556

1,000 1,011

Passenger Load Factor

80%

PR T B 67.4
40%
0%
0
B
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68.3

Southwest Airlines Co. provides a
single-class commuter-type service
principally between major cities in
Texas. Initial operations of the Com-
pany began on June 18, 1971. South-
west operates scheduled air service,
currently utilizing 18 owned Boeing
737-200 advanced series, 118-seat air-
craft, between Houston, Dallas, San
Antonio, the Lower Rio Grande Val-
ley (served through Harlingen Air-
port), Austin, Corpus Christi, El
Paso, Lubbock, Midland/Odessa, and
Amarillo. In January 1979, it com-
menced service between Houston and
New Orleans and in September 1979
between Dallas and New Orleans. Ser-
vice between Dallas and Beaumont/
Port Arthur/Orange began March 5,
1979. Southwest is the sole carrier of-
fering setvice over its routes from the
close-in airports of Dallas (Love Field)
and Houston (Hobby).

Prior to December 1978, Southwest
operated as an intrastate airline, sub-
ject to economic regulation only by
the Texas Aeronautics Commission
(“TAC”"). In December 1978, as a

result of its obtaining authority to ex-

Southwest Airlines Co. Route Map

Amarillo
Albuquerque

Odessa

San

Antonio'e

M Effective April, 1980

Rio Grande
Valley

tend service interstate to New Or-
leans, Southwest became subject to
the jurisdiction of the Civil Aeronau-
tics Board (“CAB”). The CAB has
taken the position that such authority
gives it plenary jurisdiction to regulate
Southwest’s entire system, thereby
preempting any further economic reg-
ulation by the TAC. Under the Fed-
eral Aviation Act, as amended by the
Airline Deregulation Act of 1978, the
preexisting authority granted South-
west by the TAC to serve Texas routes
(including Love Field and Hobby) is
now part of its Federal authority, sub-
ject to any subsequent CAB action.
Southwest was granted a CAB certifi-
cate covering such routes on Novem-
ber 15, 1979. It applied to the CAB
for total or partial exemption of its
route system from CAB regulation,

which was denied on July 6, 1979.

Southwest does not carry the
United States mail, interline passen-
gers, or engage in carrying air freight
(other than small packages).

Southwest currently employs ap-
proximately 1600 employees.

Tulsa

QOklahoma

Beaumont/
Port Arthur/
Orange

MNew Orleans

An engine check is performed on a Prawt &
Whitney JT8D-9A engine by mechanics Kar-
son Druckamiller and Asher Bell.






Review of Operations

Revenue Passenger Miles
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In today’s rapidly changing eco-
nomic environment with continuing
significant energy cost increases, the
judicious matching of aircraft with an
airlines route structure has become in-
creasingly important. Also, the cost
efficient use of the airline’s fleet and
the productivity of its operations is be-
coming more important.

FLEET

In 1979, Southwest added five new
Boeing 737-200 advanced series air-
craft to its fleet, bringing its total fleet
to 18 owned aircraft. This aircraft
offers the best fuel efficiency of any jet
transport aircraft currently available
for Southwest's route structure. In ad-
dition to its fuel efficiency, the 737
offers an economic combination of
high passenger acceptance, quietness,
optimum capacity for commuter mar-
kets, and requires minimal ground
equipment support.

Southwest’s fleet, which had an av-
erage age of 23 months at December
31, 1979, continues to be one of the
youngest jet aircraft fleets in the air-
line industry.

During 1979 the entire fleet was
converted from 112 to 118 seat config-
uration, while retaining the popular
lounge areas. This increase in capacity
is equivalent to approximately one ad-
ditional aircraft at a capital require-
ment of only 13.6% of the cost of a
new 737.

For the eighth consecutive year,
Southwest increased the daily utiliza-
tion of its fleet, thereby continuing its
leadership role in the industry for effi-
cient use of capacity. Aircraft utiliza-
tion reached 11 hours 37 minutes per
day, up 9.5%. This utilization was
achieved despite an average flight seg-
ment time of only 53 minutes. During
1980 however, to improve on-time
performance in certain markets where
air traffic delays are experienced, utili-
zation will be dropped slightly.

ROUTES

In 1979 Southwest expanded its
cities served to 12. Service between
New Orleans and Houston was ini-
tiated on January 25, followed by the
initiation of direct service between
New Orleans and Dallas on Septem-
ber 28, 1979. Service to Beaumont/
Port Arthur/Orange was started on
March 5, 1979.

The addition of these new routes,
plus the fleet expansion, generated
available seat miles of 2,320,371,000,
up 49.1% from 1978.

Subject to timely receipt of CAB
approval, service will be inaugurated
in April, 1980, to Oklahoma City,
Oklahoma; Tulsa, Oklahoma; and Al-
buquerque, New Mexico. These inter-
state routes fit Southwest's market cri-
teria well and should provide excellent
growth opportunities because of the
continuing strength of our regional
economy and the importance of these
new routes within the energy industry.

TRAFFIC

Revenue passenger miles, a key air-
line performance indicator, increased
51.2%, to 1,585,539,000, from the
1978 level of 1,048,624,000. A total
of 5,000,000 passengers were carried
in 1979, a 41.7% increase. These traf-
fic statistics yielded a slight increase in
the load factor from 1978 to 1979.
The 1979 load factor of 68.33% con-
tinues to single out Southwest as one
of the industry leaders in operating ef-
ficiency and asset utilization.

Over 8,500,000 pieces of baggage were
handled in 1979 by SWA ramp personnel.
Pictured is Dwayne Thomas, Chief Ramp

Agent — Dallas.
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Review of Financial
Performance

Passengers Boarded per Employee
(Based on Average Month-End Staffing)
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In 1979, Southwest Aitlines con-
tinued its history of significant finan-
cial performance improvements. Rev-
enues, operating income, dividends,
and stockholders’ equity grew to rec-
ord levels. Two important financing
transactions were completed and
Southwest continued its pace-setting
performance in cost control and pro-
ductivity, which helped to mitigate a
90.1% increase in the cost per gallon
of jet fuel from year end 1978 to year
end 1979.

REVENUES AND CASH FLOW

Revenues in 1979 increased 67.9%
to $136,114,000, compared to
$81,065,000 in 1978. Total working
capital from operations declined
slightly to $29,357,000, down 3.9%
from $30,556,000 in 1978, which
included $8,522,000 of nonrecurring
gains resulting from the disposition of
aircraft. Long-term debt increased
$57,865,000 to provide a total source
of funds of $87,222,000.

As in prior years, improved finan-
cial performance resulted from
Southwest’s emphasis on planned,
controlled growth within the business
strategy outlined in the front of this
report. Through the combination of
high levels of asset utilization, strong
employee productivity, and emphasis
on cash flows, Southwest’s long-term
financial strength can continue to
improve, while providing projected
increases in both earnings and

dividends.
CAPITAL EXPENDITURES

Total capital expenditures were
$54,314,000 in 1979, an increase of
35.1% from the 1978 level of
$40,204,000. The 1979 delivery of
five Boeing 737-200 advanced series
aircraft, plus deposits and progress
payments on future aircraft deliveries,
account for approximately 86.4% of
the total capital expenditures. The re-
maining capital expenditures were
principally for station improvements

and support equipment related to
route and schedule expansions.

During 1979, the corporate offices
were moved to Dallas Love Field to
provide an efficient consolidation
with our flight departments, mainte-
nance base and largest station.

CAPITALIZATION AND
FINANCING

Two significant financing transac-
tions were completed in 1979. The
first transaction was the private place-
ment of $70,053,000 of Equipment
Trust Certificates covering ten air-
craft, the last three of which will be
delivered in the first quarter of 1980.
These certificates bear a fixed rate of
interest of approximately 10.3% and
have a 15 year maturity. This success-
ful financing is Southwest’s first place-
ment of debt in the long-term credit
markets.

The second transaction was the re-
structuring of the previous bank loan
agreement into a Revolving Credit
Agreement. This $54,000,000 credit
facility includes a 2-year renewable re-
volving credit followed by a 6-year
term loan. The interest rate on the
revolving credit agreement floats at
the prime rate. Additional details of
these transactions are outlined in the
notes to the financial statements.

The completion of these transac-
tions is a significant financial mile-
stone for Southwest Aitlines. First, a
major portion of total long-term debt
now bears an attractive fixed rate of
interest, thus reducing the vulnerabil-
ity of eamings to fluctuations in the
prime rate. Second, the average life of
debt outstanding was substantially
lengthened from 3.48 to 6.32 years,
thus yielding a better match between
the economic life of the asset and its
financing. Third, the revolving credit
provides greater flexibility in the man-
agement of working capital, an impor-
tant factor in a time of volatile money
markets. This flexibility is reflected in
the utilization of cash flows to reduce
prime-related debt during the second

One of SWA's 5,000,086 passengers during 1979 purchases his ticket
with a major credit card from a new automatic ticketing machine.






half of 1979. Working capital de-
creased slightly from prior year levels
due to the execution of a strategy of
using current assets to make maximum
reductions in long-term bank debt as
the prime rate began to increase rap-
idly. At the end of 1979, an additional
$12,000,000, which is not included in
the financial statements, was available
from the revolving credit.

Because of 1979’s solid growth in
operating income, long-term debt as a
percentage of total invested capital in-
creased only slightly from 59.1% at
year-end 1978 to 59.9% at year-end
1979, despite the additions to debt
outlined above.

STOCKHOLDERS’ EQUITY

Stockholders’ equity increased
36.2% during 1979 to $58,412,000
from $42,889,000 at the beginning of
the year. Return on stockholders’ eq-
uity was 33.1% during 1979 compared
to 50.3% in 1978. In 1978, however,
nonrecurring gains on the disposition
of aircraft generated an uncommonly
high return. The 1978 and 1979 re-
turns on equity are approximately
equal after excluding the nonrecurring
items from 1978 results.

On February 23, 1979, a 3-for-2
stock split was approved by the Board
of Directors resulting in 4,500,000
shares outstanding. This stock split
generated an effective 50% increase in
the dividend rate. On February 26,
1980, the quarterly dividend was
further increased 14.3% from $.07 to
$.08 per share.

Book value per share during 1979
increased 36.2% from $9.53
to $12.98.

FUEL COSTS AND FARE
INCREASES

Catastrophic fuel cost increases be-
gan in February 1979 following the de-
control of jet fuel and disruptions in
the availability of foreign crude oil
supplies. Outlined below is the history
of fuel price increases over the past
two years:

Average Price Cumulative

Per Gallon % Increase
1978
First Quarter ... 37.85¢
Second Quarter 38.00¢  0.4%
Third Quarter .. 38.71¢ 2.3%
Fourth Quarter. . 38.26¢ 1.1%
VR b e 38.22¢ 1.0%
1979
First Quarter ... 39.45¢ 4.2%
Second Quarter 55.25¢ 46.0%
Third Quarter .. 66.90¢ 76.8%
Fourth Quarter. . 70.98¢ 87.5%
Y e F RN 59.35¢ 56.8%

Although Southwest experienced
no flight cancellations due to un-
availability of fuel, fuel increased from
27.5% of operating expenses in 1978
to 35.1% in 1979. During 1979,
Southwest purchased approximately
one-third of its fuel on the spot mar-
ket, due to limitations in fuel con-
tracts arising from previously manda-
ted fuel allocations.

As a result of these rapid fuel cost
increases, Southwest was forced to in-
crease its fares twice during 1979,
once in July by 7% and again in
September by 12%. However, the
comparative value of transportation
offered by Southwest in relationship to
other carriers and alternative means of
ground transportation did not deterio-
rate and, in some instances, even
improved. It is Southwest’s current in-
tention to pass through in the form of
fare increases all increases in the cost
of jet fuel. However, the goal of
Southwest is to provide the best trans-
portation value available. To minimize
these fare increases due to jet fuel
costs, fuel conservation measures and
stringent cost controls on other
operating expenses will continue to be
stressed.

COST STRUCTURE AND
PRODUCTIVITY

During 1979 operating revenues in-
creased 67.9% compared to an operat-
ing expense increase of 78.7%. This
disparity resulted from the jet fuel cost
increases outlined above and was miti-

gated by productivity gains. The
Company’s emphasis on employee
productivity remains a primary point
of difference between Southwest and
the remainder of the airline industry.

Passengers boarded per employee,
an important indicator of productiv-
ity, improved slightly in 1979 over the
record setting 1978 level. Operating
revenues per employee exhibited simi-
lar improvement, reaching $93,872
for the year 1979. The effect of the
combination of high asset utilization
and employee productivity on
Southwest’s unit cost per available seat
mile is outlined below.

Unit Cost Percentage
Per Available Increase
Seat Mile (Decrease)
1979 1978
Category of Costs
Aircraft fuel
andoil ...... 1.62¢ 1.06¢ 52.8%
Payroll and
related ...... 1.40 1.27 10.2%
Landing fees .. .14 .14 —
Aircraft costs .. .93 1.01 (7.9)%
All other ..... .53 37 43.2%

Total opet-
ating costs 4.62¢ 3.85¢ 20.0%

Total unit costs increased 20.0%.
Excluding fuel, operating expenses in-
creased only 7.5%, however.

Once again, in 1979 the emphasis
placed on stringent cost controls, pro-
ductivity and cost effectiveness
enabled Southwest to contain in-
creases in operating costs excluding
fuel below the rate of inflation.

INCOME TAXES

Federal income taxes provided for
in 1979 were $4,062,000, resulting in
an effective tax rate of 20%. The dif-
ference between the actual tax rate
and the 46% statutory rate is primarily
due to the $4,915,000 of current year
investment tax credits generated from
the acquisition of five new aircraft
which were placed in service during
1979, along with other qualified capi-
tal additions. Also lowering the 1979
effective rate was $873,000 of addi-

tional investment tax credit as an in-

Flight Attendant Sandra Force serves one of the 1,093,464
complimentary cocktails served on executive class flights in 1979.






14

Net Operating Margin

(Operating Income as a Percentage of Operating Revenues)
30%

In Millions

26.1
24.8
2?| zos‘ 21‘
75 76 71 78 ”

Net Profit Matgin

{Net Income as a Percentage of Operating Revenues)

30%

10%

16.0
14.9 15.4 14.6°
’ \ IEEI
0
75 16 1 78 79

* Excluding nonrecurring items.

B Net Income
B Net Income Per Share (Split)**

$20.0 $6.0
I?,O
16.7
$15.0
3.70
$I0 0 $3.00 E%

$1.50

1.40
I|1 13
75

*Excluding nonrec umng items.

**All per share net income figures have been restated to

reflect a 3-for-2 stock split in 1979

centive for instituting implementation
of an Employee Stock Option Plan.

Deferred income taxes at December
31, 1979 were $12,919,000, arising
from the accumulation of timing dif-
ferences between financial and taxable
income. These differences are princi-
pally due to the use of accelerated de-
preciation methods for tax reporting
and the deferral of taxes due to the
nonrecognition of gain on disposition
of aircraft for federal income tax
purposes.

For additional analysis of the tax
provision and deferred taxes see Note
6 to the financial statements.

NET INCOME

Operating income increased 37.2%
from $21,122,000 in 1978 to
$28,986,000 in 1979.

Earnings per share in 1979 were
$3.70 compared to $3.78 in 1978, af-
ter adjustment for the 1979 stock split.
Included in the $3.78 in 1978 were a
$4,456,000 gain net of tax from the
disposition of aircraft plus $735,000
from the net cumulative effect of an
accounting change for certain mainte-
nance expenditures. These two items
were the equivalent of $1.15 per
share. Excluding these two nonrecur-
ting items, our 1978 earnings per share
would have been $2.63. Thus, the
1979 earnings of $3.70 represent a
40.7% increase over the 1978 net
earnings, excluding nonrecurring
items.

The net operating margin was
21.3% of total revenues, a decline
from the all-time high generated dur-
ing 1978. This decrease is primarily
the result of the previously discussed
accelerating increases in the cost of
jet fuel.

The net profit margin likewise de-
clined to 12.2% as a result of both the
& accelerating fuel cost increases experi-
enced, and the impact during 1978
of the nonrecurring items outlined
above.

PROFIT SHARING
CONTRIBUTIONS

Southwest's employees receive a sig-

nificant, meaningful incentive for
their contributions to productivity and
hence profitability. During 1979, the
Employee Profit Sharing Plan added
an average of 18.1% to the compensa-
tion of each employee in the Plan.
The total contribution to the Plan, as
defined by the Plan’s contribution for-
mula, was $3,430,000 for 1979, an in-
crease of 46% from 1978,

During 1979, Southwest also
adopted an Employee Stock Owner-
ship Plan which, under federal tax
laws, allows Southwest to claim an ad-
ditional one percent investment tax
credit if this amount is invested in
Southwest stock on behalf of employ-
ees. An additional contribution and
investment tax credit of $873,000 re-
sulted from this Plan in 1979.

QUARTERLY EARNINGS
STATEMENTS

Unaudited quarterly financial re-
sults are outlined in Note 7 to the
financial statements.

COMMON STOCK PRICE
RANGES AND DIVIDENDS

Southwest’s Common Stock is
listed on the New York Stock Ex-
change and trades under the symbol
“LUV”. The high and low sales prices
of the Common Stock on the Com-
posite Tape, and the quarterly divi-
dends per share paid on the Common
Stock, in each case as adjusted for
three-for-two stock splits in March
1978 and February 1979, were:

Period Dividend High Low
1978 /
st Qtr ... $.0311 $12.58 $10.44
2nd Qtr .. .0467 15.50 10.42
3rtdQtr... .0467 20.33 13.67
4th Qtr .. .0467 17.92 12.58
1979
Ist Qtr ... .07 19.88 13.50
2nd Qtr .. .07 22.38 18.00
3td Qtr... .07 26.00 19.50
4th Qur .. .07 25.00 19.63
1980
1st Two
Months .. .08 23.50 19.00

2,690, 146 passengers flew on executive class
flights in 1979.
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Following is management’s discus-
sion and analysis of the consolidated
statement of income as required under
Rule 14a-3 of the Securities and Ex-
change Commission.

1979 COMPARED TO 1978

Revenues

Revenues for 1979 increased by
68% over those in 1978. This increase
resulted largely from a 51% increase in
revenue passenger miles (RPM’s) and
general fare increases of 7% and 12%
which were implemented in July and
September 1979, respectively. The in-
crease in RPM’s is primarily attribut-
able to the added capacity created by
the addition of five Boeing 737-200
aircraft to Southwest’s fleet in 1979
and the use of one Boeing 727-200
which Southwest leased for part of the
year. This capacity, as measured in
available seat miles (ASM’s), was 49%
greater than that available in 1978. In
addition, during 1979 all of
Southwest’s aircraft were converted
from a 112 seat to a 118 seat configu-
ration. Thus, these capacity increases,
when combined with a slight increase
in load factor and a fairly substantial
increase in aircraft utilization, yielded
the overall increase in revenue passen-
ger miles flown.

Operating Expenses

Operating expenses increased by
79% from 1978 to 1979. The primary
factors contributing to this rise were a
38% increase in the number of trips
flown and substantial increases in the
average cost of jet fuel. With its ex-
panded fleet of aircraft Southwest flew
21,000 more trips in 1979 than in
1978. Rising prices of fuel during 1979
drove the per trip cost of fuel up by
65% over 1978 levels. The combined
effect of more trips and higher jet fuel
costs resulted in 1979 total fuel costs
being 128% higher than those in-
curred in 1978.

Operating Income

Operating income in 1979 in-
creased by 37% over 1978.

Interest Expense

Interest expense increased by 48%
over 1978. This resulted from succes-
sive increases in the prime interest
rate to which 48% of the Company’s
debt at year-end was tied and a net
addition of $27,865,000 of long-term
debt incurred in financing the five
new aircraft acquired in 1979.

Federal Income Tax

The total tax provision for 1979 was

$4,062,000, a decrease of 47%. In

Distribution of Expenses — 1979

32.5% Fuel and Qil

28.2% Personnel Cost — Including
Profit Sharing and
Employee Benefits

—— 7.4% Depreciation

—— 7.2% Interest Expense—Net
6.7% Outside Service and Repairs
5.4% Other Expense

4.9% Rentals

3.3% Traffic Commissions and
Charge Sale Discounts

2.4% Insurance and Taxes
— 2.0% Advertising and Promotion
100.0%

Passengers enjoy working in the convenient
lounge areas located in each aircraft.
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1979 federal income taxes of
$9,850,000 were offset by investment
tax credits of $5,788,000 which in-
cluded $873,000 generated by the
adoption of an Employee Stock
Ownership Plan in 1979. This yielded
an effective tax rate for 1979 of 20%
compared to the 1978 effective tax
rate of 32%.

Net Income

Partially as a result of the factors
outlined above, net income for 1979
decreased by 2% as compared to 1978.
However, 1978 included $5,191,000
of aftertax gain resulting from two
nonrecurring items: a gain on the dis-
position of aircraft (including three
non-advanced series Boeing 737's)
and the cumulative effect of a change
in accounting for maintenance ex-
penses. From this perspective, 1979
net operating income increased by
41% over that of 1978, excluding
1978’s nonrecurring items.

1978 COMPARED TO 1977

Revenues

Revenues for 1978 increased by
65% over those in 1977. The increase
resulted largely from a 55% increase in
revenue passenger miles and a general
fare increase of 11.5% which was im-
plemented in July 1978. The increase
in RPM's is primarily attributable to
added capacity from the net addition
of three aircraft to Southwest’s fleet in
1978. The capacity as measured in
ASM's was 54% greater in 1978 than
that available in 1977. Thus, these ca-
pacity increases, when combined with
slight increases in load factor and air-
craft utilization, yielded the overall in-
crease in revenue passenger miles
flown.

Operating Expenses

Operating expenses increased by
55% from 1977 to 1978. The primary
factors contributing to this rise were
an increase in the number of trips
flown and an increase in the average
cost of jet fuel. With its expanded fleet

of aircraft Southwest flew 55% more
trips in 1978 than in 1977. Rising
prices of fuel during 1978 increased
the per trip cost of fuel by 5% over
1977 levels.

Operating Income

Operating income in 1978 in-
creased 106% over 1977.

Interest Expense

Interest expense increased by 111%
over 1977. This resulted from succes-
sive increases in the prime rate to
which 50% of the Company’s long-
term debt was tied and the addition of
$15,000,000 of new debt incurred in

the acquisition of the new aircraft.

Federal Income Tax

Federal income taxes in 1978,
generated from operating income and
the gain on disposition of aircraft to-
taling approximately $11,462,000,
were offset by investment tax credits

of $3,775,000, while in 1977 the tax

~ liability was totally offset by invest-

ment tax credits.

Net Income

Net income for 1978 increased by
125% over 1977. 1978 net income
includes $4,456,000 in aftertax
gains on the disposition of three air-
craft and $735,000 cumulative effect
of a change in accounting for main-
tenance expenses. Excluding these
nonrecurring items, net income for
1978 increased by 57% over that of
1977.

Top: Southwest First Officer Ken Crowder
visits with one of the “future pilots” who fre-
quently fly unaccompanied on SWA flights.

Bottom: SWA is famous for its 10-minute
turnarounds. Pictured , front to back, are Don
Ouwerturf, Joe Nelson,and Ray Navarro in the
Dallas operations office who help make

this possible.
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Five Year Summary of Operations and Financial Results

Years ended December 31,

1979 1978 1977 1976 1975
OPERATIONS AND TRAFFIC
Revenue plane miles ............ 20,055,990 13,894,400 9,027,213 5,524,395 4,309,478
Available seat miles (000) ........ 2,320,371 1,556,173 1,011,048 618,732 477,166
THDS flOWN B o RE RGN 75,837 54,816 35,415 22,311 17,552
Average length of flight segment . .. 264 253 255 248 246
Size of B-737 fleet at year-end .. ... 18 13 10 6 5
Passengers carried ... o0l 5,000,086 3,528,105 2,339,524 1,539,113 1,136,318
Revenue passenger miles (000) .... 1,585,539 1,048,624 675,668 406,269 298,458
Average passenger fare .. ......... $ 2610 $§ 2199 $ 2007 $ 19.18 $ 19.07
Yield per passenger mile . ......... 8.23¢ 7.40¢ 6.95¢ 1.26¢ 7.26¢
Actual load factor .............. 68.3% 67.4% 66.8% 65.7% 62.5%
Break-even load factor®* . ........ 53.6% 49.9% 52.9% 47.0% 49.2%
CAPITAL STRUCTURE (000)
Total fassets SHREUNE BEeE e s $ 172,495 $ 118,706, $ 77,967 $ 43,703 $ 23,692
Aftertax return on total assets . . ... 11.7% 17.1% 12.2% 15.0% 15.3%
Working capital ....ooviiiiiinn $ 8195 $ 9,667 $§ 5052 $ 8,026 $ 1,392
Current ratio o vvu i e 1.64:1 3.39:1 2.82:1 3.83:1 2.03:1
Flight and ground
equUIpMent-net . .............. $ 150,576 $ 104,744 $ 69,853 $ 32,699 $ 20,787
Capital expenditures ............ $ 54,314 $ 40,204 $ 41,442 $ 13,730 $ 6,294
Long-termdebt . ..........o000s $ 87,374 $ 62,000 $ 47,000 $ 20,000 $ 14,500
Long-term debt as a % of
total invested capital .......... 59.9% 59.1% 63.8% 50.8% 66.2%
INVESTOR STATISTICS
Stockholders’ equity (000) ........ $ 58412 $ 42,889 $ 26,606 $ 19,345 $ 7,415
Return on Stockholders’ equity . . . . 33.1% 50.3%* 33.0% 39.4% 60.1%
Average number of common
shares outstanding . ........... 4,500,000 4,500,000 4,486,845 3,531,024 3,009,749
Common shares outstanding ...... 4,500,000 4,500,000 4,500,000 4,455,000 3,016,943
Earnings pershare .............. ST 17 O F S TS W7 SRS HEEE 1 168 S TR | 40 85 1.13
Dividends per share ............. $ 28 $ LTS I L .02 S
Book Value pershare . ........... $ 1298 $ 953 $ 591 $ 434 $ 2.46
PRODUCTIVITY AND UNIT COSTS
Number of employees at year-end . . 1,630 1,119 892 517 392
Average numbers of employees .. .. 1,450 1,024 750 4517 368
Passengers boarded per employee . . . 3,448 3,445 3,119 3,368 3,088
Revenue passenger miles
per employee (000) ........... 1,093 1,024 901 889 811
Revenue per employee .. ......... $ 93,872 $ 79,165 $ 65,395 $ 67,657 $ 62,003
Fuel costs per available seat mile . .. 1.6¢ 1.1¢ 1.0¢ 9¢ 8¢
All other operating costs
per available seat mile ......... 3.0¢ 2.8¢ 2.8¢ 2.9¢ 2.9¢
Total operating cost per '
available seat mile ............ 4.6¢ 3.9¢ 3.8¢ 3.8¢ 3.7¢
Fuel cost per gallon-average .. ..... 59.3¢ 38.2¢ 36.4¢ 30.7¢ 30.1¢
Fuel cost per gallon-year-end ... ... 71.3¢ 37.5¢ 37.2¢ 33.1¢ 31.1¢
Fuel as a % of operating costs ..... 35.1% 27.5% 26.2% 22.8% 22.4%
Daily block hours per aircraft ... .. 11:37 10:36 10:14 9:22 8:35




Five Year Summary of Operations and Financial Results

Years ended December 31,

1979 1978 1977 1976 1975
FINANCIAL (000)
Operating revenues:
Passenpers ot vt el $131,573  $ 78,537 $ 47,645 $ 29,998 $ 22,031
Package express ... .....0u.. 4,057 2,364 1,318 865 157
Other e e e s 484 164 84 57 29
Total operating revenues . . . 136,114 81,065 49,047 30,920 22,817
Operating expenses:
Piiel-and ol L s sa s o 37,598 16,509 10,152 5,302 4,007
Flight operations ........... 12,689 7,049 4,255 2,590 1,888
Maintenance .............. 7,675 5,711 4,834 3,147 2,385
Passenger services .......... 5,868 3,723 2,233 1,404 1,052
Terminal operations ......... 15,321 9,221 6,048 3,250 2,250
Promotion and sales ........ 6,749 3,718 2,588 1,594 1,328
Insurance, taxes and
administrative ........... 8,444 5,223 3,834 2,693 2,394
Depreciation and amortization 8,482 6,436 3,880 2,352 2,111
Employee profit sharing .. .. .. 4,302 2,353 961 904 445
Total operating expenses . . . 107,128 59,943 38,785 23,236 17,860
Operating income .......... 28,986 21,122 10,262 7,684 4,957
Non-Operating expense (income):
Interest and other income . . .. (441) (194) (60) (46) (10)
Interest expense ... ....ovvn s 8,713 5,882 2,783 1,220 1,296
8,272 5,688 2,717 1,174 1,286
Income before gain on disposition
of aircraft and federal
TREONTE tag e i v e 20,714 15,434 7,545 6,510 3,671
Gain on disposition of aircraft .. — 8,522 — — —
Income before federal income tax 20,714 23,956 1,545 6,510 3,671
Provision for federal income tax 4,062 1,687 — 1,571 1,507
Income before extraordinary items
and accounting change ...... 16,652 16,269 1,545 4,939 2,164
Extraordinary items ........... - L g L 1,236
Net cumulative effect of
accounting change ......... - 735 — — —
Netincome Sk e S s e $ 16652 $ 17,004 $ 7545 $ 4939 §$ 3,400
PER SHARE DATA

Weighted average common
and common equivalent
shares outstanding ........ 4,500,000
Before extraordinary items
and net cumulative effect
of accounting change ..... $ 3.70

4,500,000 4,486,845 3,531,024 3,009,749

$ 360 $ 168 $

140 $ v

NetIACOMe it e e v i $ 3.70

$ 378 § 168 $

1402t 1319

*Includes a net of tax gain on disposition of aircraft of $4,456,000 and net cumulative effect of an
accounting change of $735,000 for a total per share amount of $1.15.

* *Based on operating revenues per passenger needed to cover total expenses excluding profit sharing

and federal income tax.

Certain items previously reported have been reclassified to conform to the presentation at December 31, 1979.




Southwest Airlines Co.
Consolidated Balance Sheet

(in thousands)
December 31, 1979 and 1978

1979 1978
Assets
CURRENT ASSETS:
Cash, including certificates of deposit of $6,685
(S22 151NT19 (8 )] (INOTET ) B e e Sl e $ 10407 §$ 8,605
Accounts receivable ................ e S s 9,157 3,087
Inventories of parts and supplies, at cost . ...t 1,236 586
Prepald é3penses i iateitibisnis ssd s aisiNse coins gl 289 473
L OTAISGURR BN TEASS HTS e e s e 21,089 13,711
Flight and ground equipment (Note 2):
Flight equipment — aircraft (Note 3) ...t inne. 138,390 94,015
Other flight and ground equipment . ..........o0viiiinns SrasEES 3 241 60 22,403
170,550 116,418
Less allowance for depreciation i vt it eii s e 19,974 11,674
150,576 104,744
Deferred charges and other assets it ittt it s b i s s 830 251

$172,495 $118,706

Liabilities and Stockholders’ Equity

CURRENT LIABILITIES:
Current maturities of long-termdebt ........................... $ 2,541 $ s
Accounts: payable e e e e 5,533 3,247
Acctied abillties Tosr e nann sy s frea it eI S 4,820 797
TOTAL.CGURRENTEIABILITIES s s et e o 12,894 4,044
Long-term ide bt (N oG ) B e 87,374 62,000
Deferred federal income tax .. ..o it i B 12,919 9,410
Deferred compensation (Note 4) .. ..ot it 397 363
Deferted profitsharingl it o o iy s S e S 499 —

Total liabllities Ghrraas et R i e s e i, 114,083 75,817
Commitments and contingencies (Notes 2 and 9) :
STOCKHOLDERS' EQUITY (Notes 3 and 4):
Common stock, $1.00 par value; 15,000,000
shares authorized (5,000,000 shares in 1978);
4,500,000 shares issued and outstanding in

1979151000000 A T19 75 ) e e R 4,500 3,000
Capltal 1N e R CEsS O DATeyALUIS oo s e s 10,046 11,415
Retalnied earniios e s e s S A e B ) 43,866 28,474

Total Stockholders' Equity i v st i vs dr e b s 58,412 42,889

$172,495 $118,706

See accompanying notes.




Southwest Airlines Co.

Consolidated Statement of Income
(in thousands except for per share information)

Years Ended
December 31,
1979 1978
OPERATING REVENUES:
N T S 5k b e b b s S MRV AN i b BV e RS R $ 131,573 $ 178,537
Packape eXpress it v vnns Sesiii o suisiei o s ety 4,057 2,364
O T e e e s A R e 484 164
Total Operating reVenuUeSs ... ....vvvevuriet e iinneesns 136,114 81,065
OPERATING EXPENSES:
Bueland ol l gt ianp il e fuimscme s s s ihccmps e 37,598 16,509
Flight operations s s i R R 12,689 7,049
Mainfenance em e Al R S o e S s e 7,675 5,711
PASS e DT ST ViCes Y e o S e S R A 5,868 3,723
[erminal operations o 15,321 9,221
Promotion and Sales « v vttt it e e e 6,749 3,718
[nsurance, taxes, and administrative .........ccooiiiiiiiiin, 8,444 5,223
e PrECiAtiON Mo e A s e S D 8,482 6,436
Employee profit sharing (Note 5) ...covvviiiiiiiiiiiiii.s 4,302 2,353
Total operating eXpenses «.........ivurtieeiiiiiieenns 107,128 59,943
OPHERA T ING INEOM B e e e 28,986 21,122
NON-OPERATING EXPENSE
[fitetastrand Other: ICONIE e o o iy iy oy R (441) (194)
[AterestreXensol(NOTS 3 ) KMo S G o O AR SR 8,713 5,882
Net non-operating eXpense .« ..ot ve e vt os 8,272 5,688
Income before gain on disposition of aircraft
and federa] INcoOme (AR i i e B SR 20,714 15,434
(BATN 0N dISDOSIHON OTra1TC It [ R R Rty i St — 8,522
Income before federal incometax ........ ..o, 20,714 23,956
Provision for federal income tax (Note 6) + .\ oo vviir i iene., 4,062 1,687
Income before accounting change ... oo 16,652 16,269
Net cumulative effect of accounting change (Note 8) ............ — 735
NETHINCOMER S o i e s s S S ol et ] $ 16,652 $ 17,004
INCOME PER COMMON AND
COMMON EQUIVALENT SHARE:
Weighted average common and common
equivalent shares outstanding (1978
adjusted for 1979 stock split) .....ovviii i 4,500,000 4,500,000
Income before accounting change ... $3.70 $3.62
Net effect of accountingchange ...................000000 — .16
Net: Income S iaa b e asme e il et S $3.70 $3.78

See accompanying notes.

23




24

Southwest Airlines Co.
Consolidated Statement of Stockholders’ Equity

(in thousands)

Years Ended December 31, 1979 and 1978

Capital in
Common excessof  Retained
stock par value earnings Total
BALANCE AT DECEMBER 31, 1977 .... $2,000 $12,367 $12,240 $26,607
Three-for-two stock split «..ovvvvivivnn 1,000 (1,000) £ Ly
Cash dividends, $.17 per share ......... - — (770) (770)
Compensation element of executive '
stock options (Note 4) .............. e 48 = 48
Net income— 1978 .........vvvvnnn. = L 17,004 17,004
BALANCE AT DECEMBER 31, 1978 .... 3,000 11,415 28,474 42,889
Three-for-two stock split «.......oovvun 1,500 (1,500) — &l
Cash dividends, $.28 per share ......... il = (1,260) (1,260)
Compensation element of executive
stock options (Note 4) . ..ovvvvviiin, —_ 131 — 131
Net income—1979 ........covvvin, = — 16,652 16,652
BALANCE AT DECEMBER 31, 1979 .... $4,500 $10,046 $43,866 $58,412

See accompanying notes.
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Southwest Airlines Co.

Consolidated Statement of Changes in Financial Position

(in thousands)

Years Ended
December 31,

1979 1978

FINANCIAL RESOURCES WERE PROVIDED BY:
Working capital provided from operations:
Income before cumulative effect of

accounting change «.vceiviiii it e

$16,652 $16,269

[tems not affecting working capital
during the current period:

Depreciation « «++ e+ rrtt et iiitessiiiteaiiiiieiiiii 8,482 6,436
Deferred compensation and compensation ,
element of executive stock options .. ... 215 125
Deferred federal income tax ...o..voviiii it 3,460 7,726
Deferred prOﬁt sharing: v b o v s e e 499 £
(0] R R R R R R R R R 49 s
Total from Operations .. ....o.uviiiiiiiiieiiiieianiees 29,357 30,556
[ssuance of long-term debt «ovvviiiiiiii 57,865 15,000
Total source of funds « oo vviiiiiiiv i 87,222 45,556
FINANCIAL RESOURCES WERE UTILIZED FOR:
Net additions to flight and ground equipment . ...o.ooovvviiiiiin, 54,314 40,204
Cash dividends « « s eseerreettiieaiveiiiiiiiiiiietiiiiriees 1,260 770
Repayment of long-term debtoi s e R e 30,000 b,
Reduction of long-term debt «ooooovvviiiiiiiiiii 2,541 5
Additions to (reductions in) deferred
charges and othet@sseBEREEE s c i vis s Bihs et v E it th 579 (34)
Total application of fiIRds N R s N e s 88,694 40,940
INCREASE (DECREASE) IN WORKING CAPITAL .............. $(1,472) $ 4,616
CHANGES IN COMPONENTS OF WORKING CAPITAL:
Increase (decrease) in current assets:
Cash including certificates of deposit . ...t $ 1,742 $ 3,818
Accounts receivable «ociiiiiiiiiiiiiii i i 5,170 1,728
TVEREOTIES « ¢ s+t v st p et tetaetstiteituititteetosbotetnnt 650 101
Prepaid expenses ra it bdd d i ERGEI AT AL e I (184) 235
7,378 5,882
Increase (decrease) in current liabilities:
Current maturities of long-termdebt ...o.oooviiii i, SONE R 2,541 )
Accounts payable ........................................ 2,286 756
Accrued liabilities « ¢ o oo veetiia i 4,023 510
8,850 1,266
Increase (decrease) in working capital .....ovoii (i o A e R $(1,472) $ 4,616

See accompanying notes.
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Southwest Airlines Co.

Notes to Consolidated Financial Statements

December 31, 1979 and 1978

1. Basis of presentation and summary of significant
accounting policies

Basis of presentation —

The consolidated financial statements include the ac-
counts of the Company and its wholly owned subsidiary,
Midway (Southwest) Airway Co. All significant inter-
company balances and transactions have been
eliminated.

Reclassifications of amounts previously reported in the
financial statements at December 31, 1978, have been
made to conform to the presentation at December
31, 1979.

Depreciation and overhaul allowances —

Depreciation is computed by the straight-line method
over the estimated useful lives of the various classes of
depreciable assets after allowing for residual values. The
estimated useful lives are:

Estimated Residual

useful life value
ATTCrafte e R RE 15 years 10%
Support flight equipment . 12 years 4%
Ground equipment ........ 3-10 years 4%
Leasehold improvements . ... 3-20 years —

Upon sale or retirement of equipment, other than sup-
port flight equipment, the cost and related accumulated
depreciation are removed from the accounts and the re-
sulting gain or loss is included in income for the period.
When suppott flight equipment, which is depreciated on
a group basis, is sold or retired, proceeds are credited and
the related costs are charged to accumulated depreciation
and no gain or loss is recognized.

The Company expenses major aircraft maintenance
and overhaul costs as incurred. In years prior to 1978, the
Company provided an airworthiness reserve for such costs
(see Note 8).

Federal income tax —

Provision for federal income tax is based on financial
statement income before federal income tax. Deferred
federal income tax results principally from the use of
accelerated depreciation methods and nonrecognition of
gain on disposition of aircraft for federal income tax re-
turn purposes. [nvestment tax credits are accounted for by
the flow-through method.

Per share amounts —

Income per share computations are based upon the
weighted average number of shares outstanding during the
respective periods as adjusted for outstanding stock op-
tions which were considered as common stock equivalents
in periods where their inclusion had a material effect. Per

share information has been restated to reflect common
stock splits.

2. Flight and ground equipment

The Company’s investment in flight and ground equip-
ment other than aircraft is summarized as follows (in
thousands):

1979 1978

Progress payments on
additional aircraft ............ $ 9,562 $ 6,769
Support flight equipment . ....... 10,306 17,569
Ground equipment .. ..v.ovvvvns 7,266 4,434
Leasehold improvements ........ 3,810 3,256
Construction in progress ........ 1,216 375
$32,160 $22,403

At December 31, 1979, the Company had contractual
commitments of approximately $46,974,000 for the pur-
chase of six Boeing 737-200 aircraft to be delivered in
1980 and 1981 (See Note 3).

3. Long-term debt
Total long-term debt less current maturities at Decem-
ber 31, 1979 and 1978 was composed of the following (in

thousands):

1979 1978

10.40% Equipment Trust
Certificates due July 1, 1994
with semiannual principal and
interest payments starting
January 1, 1980 .............

10.30% Equipment Trust
Certificates due January 1, 1995
with semiannual principal and
interest payments starting July
11980 5 e e s

Bank Loan Agreement .........

Total long-term debt, less current
maturities Lns T

b2010 (48 S

20,300 —
42,000 62,000

$87,374 $62,000

As of July 17, 1979 and September 10, 1979, the Com-
pany entered into equipment trust agreements with
private lenders whereby the lenders agreed to lend to a
bank, as trustee, 80% of the cost of seven Boeing 737-200
advanced series aircraft. The Company supplied the re-
maining funds to allow the trustee to purchase the air-
craft. These loans are supported by Equipment Trust
Certificates, issued by the trustee and guaranteed by the
Company. When the semiannual payments to the trustee
equal the principal and accrued interest on the certifi-
cates, the Company will acquire free and clear title to the
aircraft. The Company also has the option to retire the



unpaid balance after July 1, 1986 and December 15,
1986, respectively. Depending on the conditions sur-
rounding such retirement, there could be a premium re-
quired for early retirement.

A third equipment trust agreement with principal of
$22,187,000 due July 1, 1995, similar in substance to the
1979 agreements,was executed on September 20,1979, to
be effective upon delivery of three Boeing 737-200 ad-
vanced series aircraft during the first quarter of 1980. This
agreement, bearing an interest rate of 10.30%, will re-
quire semiannual principal payments beginning January
1, 1981.

On July 6, 1979, the Company entered into a Revolv-
ing Credit Agreement with an agent bank and three other
banks, superseding a prior loan agreement. The new
agreement provides a $54,000,000 revolving line of credit
expiring March 31, 1981, followed by a six-year term loan
repayable in 24 quarterly installments beginning the first
day of the calendar quarter following conversion to the
term loan. The revolving line of credit is renewable annu-
ally for two-year periods with the consent of the banks.

The interest rate on borrowings under the revolving
credit is equal to the agent bank’s prime commercial rate
and is payable quarterly. The interest rate on the term
loan is equal to 2% over the agent bank’s prime commer-
cial rate. The commitment fee for the revolving credit
is ¥4% per annum on the unused portion of the commit-
ted credit.

The Revolving Credit Agreement, which is secured by
all aircraft not financed through the Equipment Trust
Certificates, also provides for the maintenance of certain
minimum net worth levels and working capital ratios and
for certain restrictions as to additional borrowings, capital
expenditures, and cash dividend payments. At December
31, 1979, the Company had retained earnings in the
amount of $3,330,000 available for payment of cash
dividends.

The Company and the various banks have an informal
understanding that the Company will endeavor to main-
tain on deposit average cash balances equal to 10% of the
total credit available plus 5% of borrowings under the
Revolving Credit Agreement. It is understood between
the parties that no such funds are restricted from with-
drawal by the Company at any time.

At December 31, 1979, the Company had available
$12,000,000 for future borrowings under the Revolving
Credit Agreement.

Long-term debt principal repayments due in each of the
next five years, but excluding the borrowings under the
revolving line of credit are (in thousands):

1980 s s e R e $2,541
198 | e e N R 3,191
1987 G A i s L 3,191
1983 5 e S 3,191
1984 00 R R e s ey 3,191

4., Deferred compensation and stock options

Pursuant to an agreement with a former officer, the
Company will pay him $50,000 annually, commencing in
1980 and continuing through the first quarter of 1991. At
December 31, 1979, the Company had accrued all ex-
penses under this deferred compensation agreement ex-
cept for continuing accruals of interest on the unpaid
balance at 7% per annum.

Executive options to purchase 22,500 shares of com-
mon stock at a purchase price of $1.00 per share were
outstanding at December 31, 1979. Options to purchase
7,500 of these shares were exercisable at December 31,
1979, and options to purchase 7,500 shares become exer-
cisable in each year 1980 and 1981. At the date of grant,
the market price of the Company’s common stock was
$18.42 per share ($414,000 total). The Company is re-
cording compensation expense ratably over the option
period for the difference between the exercise price and
market value at date of grant.

5. Employee profit sharing and cash bonus plans

Substantially all of the Company’s employees are mem-
bers of a profit sharing plan. The plan provides that the
Company may contribute, as determined by the Board of
Directors, the lesser of 15% of its adjusted pretax income
(as defined by the plan) in excess of $2,100,000 or the
maximum amount deductible for federal income tax
purposes.

The plan permits the Company to pay currently a por-
tion of each eligible employee's profit sharing amount in
the form of a cash bonus. The remaining profit sharing
amount is contributed to the employees’ profit sharing
trust to be invested in the common stock of the Com-
pany. The plan may be terminated at any time at the
discretion of the Company’s Board of Directors.

Effective January 1, 1980, the plan was amended to
permit voluntary employee contributions and to allow
employees to direct investment of 50% of annual Com-
pany contributions for their account in one or more of
four investment media, including the Company’s com-
mon stock.

During 1979, the Company adopted for both 1978 and
1979,an Employee Stock Ownership Plan which, under
Internal Revenue Service regulations, allows the Com-
pany to claim an additional 1% investment tax credit if
this amount is invested in Company stock on behalf of its
employees. The Company has recorded in 1979 an addi-
tional $873,000 of profit sharing expense and of invest-
ment tax credit as a result of adopting the plan.

6. Federal income tax

Provisions for federal income tax, net of investment tax
credits for the years 1979 and 1978, are as follows (in
thousands):

1979 1978
(1 Ll R $ 602 $oii—m
Deférted v s e i 3,460 7,687
$4,062 $7,687
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The provision for federal income tax reconciles to stat-
utory rates as follows (in thousands):

197985 % N 1973 8 8%

Income tax provision

on income before

accounting change at

statutory rate . ... ... ... $ 9,528 46 $11,498 48
Investment tax credit ... .. (4,915) (24) (3,775) (16)
ESOP tax credit ......... (873) (4) — —
Others 5 v et 322 2 (36) —

$ 4,062 20 § 7,687 32

Deferred federal income tax, resulting from timing dif-
ferences in the recognition of income and expenses for tax
and financial statement purposes, is principally due to the
use of accelerated depreciation methods for tax reporting
and nonrecognition of gain on disposition of aircraft for
federal income tax reporting, as follows (in thousands):

7. Quarterly financial data (unaudited)

Summarized quarterly financial data (in thousands of
dollars except for per share amounts) for 1979 and 1978
are as follows:

1979

Revenues

et INCOIIE L s r s L s s

Income! before. tax s it s s Sl s et o U e A0

1978

Revenues

(Operating INCOMmMe vikie £t s 1 ory ct L et R
Gain on disposition of aircraft ..................0.0..,
IACOME. befOte tax s Aitn i A ety e AR e
Net income before accounting change .................

NetiiNCOME Rt s e e e it

The adoption of an Employee Stock Ownership Plan
during the fourth quarter of 1979 generated $873,000 of
additional investment tax credit which resulted in a
$77,000 net tax credit for the quarter.

8. Accounting change
In years prior to 1978, the Company provided an air-
worthiness reserve for major aircraft maintenance and

.......................................

.................................

.......................................

................................

1979 1978

Timing differences in flight and

ground equipment ., .......... $3,967  $6,761
Deferred compensation not

deductible for tax purposes .. .. (98) (60)
Application of investment tax

CredFS Mo e e ) (409) 1,365
Federal income tax relating to

accounting change (net of

investment tax credit of

$186;000) lisais Famus e — (379)

$3,460  $7,687

At December 31, 1979, the Company had investment
credit carryforwards of $899,000 for federal income tax
purposes expiring in 1986 and none for financial state-
ment purposes.

Three months ended

March 31  June 30 Sept. 30 Dec. 31
fRn e $25,677  $32,272  $38,071  $40,094
.......... 6,198 7,187 8,804 6,797
.......... 4,425 5,257 6,743 4,289
.......... 3,328 4,061 4,897 4,366
.......... 14 .90 1.09 917

Three months ended

March 31  June 30 Sept. 30 Dec. 31
.......... $16,052  $19,608  $22,488  $22,857
.......... 31221 4,927 6,630 6,344
.......... — _— 5,867 2,655
.......... 1,969 3,543 11,055 7,389
.......... 1,969 3,012 6,765 4,523
.......... 2,704 3,012 6,765 4,523
.......... .60 .67 1.50 1.01

overhaul costs. These costs were accumulated in the re-
serve on a per-flight-hour basis. Actual expenditures for
major aircraft maintenance and overhaul costs were re-
lieved from the reserve as incurred.

Effective January 1, 1978, the Company changed its
method of accounting for major maintenance and over-
haul costs from the reserve method to that of expensing
such costs as incurred. The change was made to conform



the Company’s accounting for such costs to the predomi-
nant method in the airline industry and, in anticipation
of possible interstate route awards, to utilize the es-
tablished accounting policies of the Civil Aeronautics
Board (CAB). The Company believes that the direct ex-
pense method is preferable because of changes in the
physical manner in which airframes and engines are now
being maintained and an increase in the Company’s
fleet size.

Net income for the year ended December 31, 1978, has
been increased by approximately $735,000 (net of appli-
cable federal income taxes and profit sharing of approxi-
mately $388,000), which represents the cumulative effect
on years prior to 1978 of the aforementioned change.

9. Commitments and contingencies

In 1973, the United States District Court for the
Northern District of Texas declared that the Cities of
Dallas and Fort Worth and the Dallas-Fort Worth Re-
gional Airport Board could not prevent the Company
from serving Dallas Love Field as long as Love Field re-
mained open as an airport. This decision was affirmed by
the Fifth Circuit Court of Appeals, and the United States
Supreme Court declined to grant review.

Subsequently, in December, 1974, a Civil Aeronautics
Board of the United States (CAB) carrier (the Carrier)
filed an action in the Travis County, Texas District Court
seeking to exclude the Company from Love Field or, as
one of the alternatives, to close Love Field as an airport.
Certain other airlines serving DEW Airport joined the
Carrier in requesting this relief. The United States Dis-
trict Court for the Northern District of Texas entered a
temporary injunction prohibiting the Carrier and certain
other CAB air carriers serving DFW from proceeding with
that portion of the State Court suit which seeks to reliti-
gate the right of the Company to remain at Love Field.
Those carriers have appealed the entry of the temporary
injunction to the Fifth Circuit Court of Appeals which
Court ruled in favor of the Company. Some of the defen-
dants petitioned the United States Supreme Court to re-
view the Fifth Circuit Court’s decision, which petition
was denied by the Supreme Court. Since such denial, no
action has been taken by any party on the merits of
the case.

In December, 1978, the Company became subject to
the jurisdiction of the CAB by obtaining authority to
commence interstate air service between Houston, Texas
and New Orleans, Louisiana. The CAB thereafter issued
a certificate to the Company confirming its right to use
Love Field in conjunction with its intra-Texas service
over routes originally granted by the Texas Aeronautics
Commission.

Subsequently, the CAB granted the Company author-
ity to fly between Love Field and New Orleans, Louisi-
ana. This determination was appealed to the District of
Columbia Circuit Court of Appeals by certain of the
DFW Airport parties and certain homeowner organiza-

tions. This appeal is presently pending.

In 1980, federal legislation was enacted which autho-
rizes, under certain conditions met by the Company, air
service between Love Field and any points in Texas and
the four adjacent states of Arkansas, Louisiana, New
Mexico, and Oklahoma. Such legislation also validates
the Company'’s right to continue its Love Field — New
Orleans air service pursuant to the earlier grant of such
authority by the CAB.

Based on opinion of counsel, the Company believes
that its becoming subject to CAB jurisdiction and receiv-
ing a final CAB certificate authorizing use of Love Field
in connection with intra-Texas air service, plus the enact-
ment of the described legislation, establishes, as a matter
of federal law, the Company’s right to continue to use
Love Field for such intra-Texas service and, also, that
such legislation renders moot the appeal to the District of
Columbia Circuit from the CAB’s Love Field-New Or-

leans award.

Insofar as the Love Field lawsuits involve controversy
over the continued use and operation of Love Field as an
airport, the management of the Company and its legal
counsel expect to prosecute and defend successfully both
the Federal and State Court actions. In the event of an
adverse decision, no financial liability is indicated, al-
though the effect on future operations is not predictable
at this time. The Company is involved in several other
legal proceedings, the outcome of which in the opinion of
management and counsel will not have a material effect
on the financial statements.

Total rental expenses charged to operations in 1979
and 1978 were $3,127,000 and $2,248,000, exclusive of
landing fees of $2,557,000 and $856,000, respectively.
Landing fees are set by the governing bodies of the air-
ports served by the Company and are based upon usage of
airport runways.

The majority of the Company’s corporate office and
terminal operations space is leased through noncancella-
ble operating leases. Minimum future obligations on all
leases in effect at December 31, 1979 are as follows (in
thousands):

1980 & N SR e Rt PR $ 1,331
108 ] e bt st iR raden by 1,156
1982 lsiereinltr-agipde LR SR RGeas sl 958
1083 st s s e R s 801
1984 FnaBt i i Sy R D e R 639
Aftar: | 984 e sl e e e i 5,813
$10,698
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Auditor’s Report

The Board of Directors and Stockholders
Southwest Airlines Co.

We have examined the accompanying consolidated
balance sheet of Southwest Airlines Co. at December 31,
1979 and 1978, and the related consolidated statements
of income, stockholders’ equity and changes in financial
position for the years then ended. Our examinations were
made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the ac-
counting records and such other auditing procedures as we
considered necessary in the circumstances.

In our opinion, the statements mentioned above
present fairly the consolidated financial position of South-
west Airlines Co. at December 31, 1979 and 1978, and
the consolidated results of operations and consolidated
changes in financial position for the years then ended, in
conformity with generally accepted accounting principles
consistently applied during the period subsequent to the
change, with which we concur, made as of January 1,
1978, in the method of accounting for major mainte-
nance and overhaul costs as described in Note 8 to the
consolidated financial statements.

Dallas, Texas
January 30, 1980

Management’s Responsibility for
Financial Statements

The accompanying consolidated financial statements
and related information included in this Annual Report
were prepared by the management of Southwest Airlines
Co. in conformance with generally accepted accounting
principles appropriate in the circumstances applied on a
consistent basis. The primary responsibility for the integ-
rity of this financial information rests with management,

Southwest Airlines Co. maintains a system of internal
accounting controls which is designed to provide reason-
able assurance that assets are safeguarded, transactions are
executed in accordance with management’s authoriza-
tion, and financial records are reliable as a basis for prepa-
ration of financial statements. '

The independent public accountants provide an objec-
tive, independent review of management’s discharge of its
responsibilities as to the fairness of the financial state-
ments. They review the Company’s internal accounting
controls and perform the necessary tests of procedures and
accounting records to enable them to express their opin-
ion on the faimess of the financial statements.

The Audit Committee of the Board of Directors, com-
posed solely of Directors from outside the Company,
meets with the independent public accountants, manage-
ment, and the internal auditor periodically to review the
work of each and ensure that each is properly discharging
its responsibilities. The independent public accountants
have free access to this Committee, without management
present, to discuss the results of their audit work, the
adequacy of internal financial controls, and the quality of
financial reporting.

Howard D. Putnam, President & Chief Executive Officer

M.+, Xt

M. Philip Guthrie, Vice President — Finance & Chief
Financial Officer

During 1979, by converting the fleet to
slimline seats, Southwest added six seats per
aircraft, or nearly the equivalent of an
additional 737 to the fleet. Each aircraft now

seats 118 passengers.
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Barrett Phelps
Age Officer Since Age Officer Since

Herbert D. Kelleher 48 1967 J. L. Herring 56 1973

Chairman of the Board Vice President — Inflight Service
Howard D. Putnam 42 1978 Camille T. Keith 35 1978

President and Vice President — Public Relations

Chief Executive Officer Edward W. Lang 45 1978
Rollin W. King 48 1967 Vice President — Personnel

Advisor — Special Projects Donald G. Ogden 69 1971
M. Philip Guthrie 35 1979 Viice President — Flight Operations

Vice President — Finance John A. Vidal 61 1971

and Chief Financial Officer Vice President — Maintenance
Herman H. Farr 56 1973 Thomas ]. Volz 36 1979

Treasurer Vice President — Marketing
Gary Barron 35 1978 Colleen C. Barrett 35 1978

Vice President — Corporate Secretary

Services W. James Thomson 31 1976

William W. Franklin 52 1971 Assistant Treasurer

Vice President — Sherry L. Phelps 30 1976

Ground Operations Assistant Secretary




Directors

Bishop

Johnson  Putnam

Seated left to right:

*1Gene H. Bishop, Chairman of the Board and Chief Execu-
tive Officer, Merchantile Texas Corporation, Dallas, Texas

*Howard D. Putnam, President and Chief Executive Officer,
Southwest Airlines Co., Dallas, Texas

t1Sidney A. Adger, Senior Vice President, Milchem, Inc.,
Houston, Texas

*tHerbert D. Kelleher, Attorney, Oppenheimer, Rosenberg,
Kelleher & Wheatley, Inc., San Antonio, Texas

*Rollin W. King, Advisor Special Projects, Southwest Air-
lines Co., Dallas, Texas

Standing left to right:
tTravis C. Johnson, Attorney, Johnson & Bowen, El Paso,
Texas

t1+Samuel E. Barshop, President and Chairman of the Board of
Directors, LaQuinta Motor Inns, Inc., San Antonio, Texas

*Executive Committee
tCompensation Committee
tAudit Committee

Adger

Kelleher Barshop King
The following resolution was unanimously adopted by the
Board of Directors following the untimely death of John

D. Murchison:
WHEREAS, Mr. John D. Murchison of Dallas,

Texas, was one of the first shareholders and Directors of
Southwest Airlines Co. and a member of the Executive
Committee of the Board; and

WHEREAS, Mr. Murchison’s petsonal faith and
commitment to Southwest enabled the Company to
secure the capital necessary to prepare for commence-
ment of operations; and

WHEREAS, Mr. Murchison’s continuing counsel
and advice to the Directors of the Company were
invaluable; and

WHEREAS, the Directors of the Company greatly
valued his friendship and personal contributions; and

WHEREAS, the untimely demise of Mr. Murchison
has been a severe loss to Southwest Airlines Co. and
bereaved his friends on the Board of Directors;

BE IT RESOLVED, that the Board of Ditectors of
Southwest Airlines Co. extends to Mrs. John D.
Murchison and her children the sincere and profound
condolences of the Board and great appreciation for the
monumental contributions made by Mr. John D.
Murchison to the development and successful progress
of Southwest Airlines Co.
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Information for Southwest Airlines
Investors

Transfer Agent and Registrar
First National Bank in Dallas
Dallas, Texas

Stock Exchange Listing
New York Stock Exchange
Ticker Symbol: LUV

Auditors
Arthur Young & Company
Dallas, Texas

General Offices
P.O. Box 37611
Love Field

Dallas, Texas 75235

Annual Meeting

The Annual Meeting of Shareholders of Southwest Air-
lines Co. will be held at 10:00 a.m. on Tuesday, April 22,
1980 in the Auditorium of the Mercantile National Bank
Building located on its fourth floor at 1704 Main Street,
Dallas, Texas.

SEC Form 10-K

Stockholders may obtain free of charge a copy of the
Company’s Annual Report on Form 10-K as filed with the
Securities and Exchange Commission by writing to the
Chief Financial Officer, PO. Box 37611, Love Field,
Dallas, Texas 75235.

Notice to Stockholders
This notice is published in accordance with regulations of
the Civil Aeronautics Board (Economic Regulations,

Part 245).

Any person acquiring ownership, either beneficially or as
trustee, of more than 5 percent, in the aggregate, of any
class of the capital stock or capital of Southwest Airlines
Co. must file with the Civil Aeronautics Board within 10
days after such acquisition the report required by Civil
Aeronautics Board Economic Regulations, Subpart B,
Section 245.13. Any person who owns, either benefi-
cially or as trustee, more than 5 percent, in the aggregate,
of any class of the capital stock or capital of Southwest
Airlines Co. must file with the Civil Aeronautics Board a
report containing the information required by Section
245.12 of such regulations on or before April 1 as to such
shares or other interest owned as of December 31 of the
preceding year. Any bank or broker holding such an inter-
est as trustee on the last day of any quarter of a calendar
year must file a report under Section 245.14 of such regu-
lations within 30 days after the end of the quarter. Any
person who grants a security interest in more than 5 per-
cent of any class of the capital stock or capital of South-
west Airlines Co. must file a report under Section 245.15
within 30 days after such transaction. Any stockholder
who believes that he or she may be required to file a
report may obtain further information by writing to the
Director, Bureau of Pricing and Domestic Aviation, Civil

Aeronautics Board, Washington, D.C. 20428.

Top: The ground crew demonstrates its effi-
ciency in sorting and loading baggage during

- the ten minutes the aircraft is on the ground
between flights. (v to 1) Edwin Anderson,
Terry Greene, Joe Draper

Bottom: RUSH — Southwest's counter to
counter air freight service — shipped approxi-
mately 195,000 pieces of freight during 1979.

Pictured is Robert Wyckoff, of Dallas.
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Danny Wooldridge and Dale Mitchusson,
Dallas provisioning agents, are pictured pre-
paring to load the aircraft galley with some of
the 1,000,000 complimentary soft drinks
which were consumed on Southwest flights
during 1979.
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