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                         Part I - FINANCIAL INFORMATION
Item 1. Financial Statements

                             Southwest Airlines Co.
                      Condensed Consolidated Balance Sheet
                                 (in millions)
                                  (unaudited)

                                             June 30, 2003   December 31, 2002
ASSETS

Current assets:
  Cash and cash equivalents                         $2,204            $1,815
  Accounts and other receivables                       128               175
  Inventories of parts and supplies, at cost            87                86
  Fuel hedge contracts                                 111               113
  Prepaid expenses and other current assets             51                43
    Total current assets                             2,581             2,232

Property and equipment, at cost:
  Flight equipment                                   8,211             8,025
  Ground property and equipment                      1,075             1,042
  Deposits on flight equipment purchase contracts      665               389
                                                     9,951             9,456
  Less allowance for depreciation and amortization   3,001             2,810
                                                     6,950             6,646
Other assets                                           107                76
                                                    $9,638            $8,954

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
  Accounts payable                                    $341              $362
  Accrued liabilities                                  599               529
  Air traffic liability                                575               412
  Income taxes payable                                  11                 -
  Current maturities of long-term debt                 132               131
    Total current liabilities                        1,658             1,434

Long-term debt less current maturities               1,539             1,553
Deferred income taxes                                1,388             1,227
Deferred gains from sale and leaseback of aircraft     176               184
Other deferred liabilities                             140               134
Stockholders' equity:
  Common stock                                         782               777
  Capital in excess of par value                       163               136
  Retained earnings                                  3,718             3,455
  Accumulated other comprehensive income                74                54
    Total stockholders' equity                       4,737             4,422
                                                    $9,638            $8,954
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