Southwest Airlines - 11.1 new reporting
Issue: In accordance with ASC 842, a Company must disclose the Option to Extend terms in the 10-K disclosure. Southwest must disclose Real Estate, Asset and Aircraft Asset class separately. The 11.1 Options Master Report does not allow parameters to run it based on Contract Type.  In addition, there is no Contract Type in the report to be able to FILTER it for each type. Thus, we are utilizing our BIRT 10.6.1 report as it can be run for each type.  In addition, this would be something we would recommend adding to ALL disclosure reports. We opened an IDEA to add contract type to each report, but have not heard back in the portal on this. If contract type was there, we could potentially filter the 11.1 report to get the necessary disclosures. 
Guidance:
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10-K disclosures by Real Estate, Aircraft (Asset class) and Other Assets
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Disclosure

General

842.20-50-1 The objective of the disclosure requirements is to enable users of
financial statemens {o assess the amount, timing, and uncertainty of cash flows
arising from leases. To achieve that objeciive, a lessee shalldisclose qualtative
‘and quanttative information about allof the following:

2. Its leases (as described in paragraphs 842-20-50-3(@) through (b) and
842-20.50-7 through 50-8)

b, The signifcant judgments made in applying the requiremens n this Topic.
o those leases (as described in paragraph 842-20-50-3(0))

. The amounts recognized in the financial statements relating o those
leases (as described in paragraphs 842-20-50-4 and 842-20-50-6).

842.20-50-2 A lessee shall consider the level of detail necessary to satisfy the
disclosure objective and how much emphasis 1o place on each of the various
requirements. A lessee shall aggregate or disaggregate disclosures so that useful
information is not obscured by including a large amount of nsignificant defail or by
‘aggregating tems that have different characterisics.

842.20-50-3 A lessee shalldisclose al of the following:

. Information about the nature of ts leases, including:
1. A general description of those leases.
2. The basis and terms and condiions on which variable lease.

tons
terminate the lease. A lessee should provide narrative disclosure

about the options that are recognized as part of its right-of-use

guarantos provded by he essee.
5. The restrictions or covenants imposed by leases, for example, those.

relating to dividends or incurring additional financial obligations.
Alessee should identify the information relating to subleases included in
the disclosures provided in (1) through (5), as applicable.
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As of December 31, 2023, the Company held aircraft leases with remaining terms extending up to 10 years. The aircraft leases generally can  rates based on the fair market value at the end

of the lease term. Residual value guaraniees included in the Company's lease agreements are not material.
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At each airport where the Company conducts flight operations, the Company has lease agreements, generally with a governmental unit or author
maintenance facilities. These leases are classified as operating lease agreements and have remaining lease terms extending up to 37

leases contain certain provisions for periodic adjustments to rates that depend upon airport operafing costs or use of the facilities, and are
as aright-of-use asset or a lease liability on the Consolidated Balance Shet.

for the use of terminals airfields, office

ace, cargo warehouses, gates, and/or
‘Certain leases can be renewed from one year (o 11

he majority of the airport terminal
rates, these leases are not recorded
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‘The Company also leases certain technology assets, fuel storage tanks, and various other equipment that qualify as leases under the applicable accounting guidance wi
renewed from six months to one year.





image5.png
Lease Disclosure Report: 1000026
General  System  Reports
(Required): Select the Report Name to display the Parameters and BIRT Report section. Create Currency Conversion records for the selected periods before processing the report.
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