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and comparing its operating performance to the performance of other communications, entertainment and media companies. SiriusXM believes investors
use current and projected adjusted EBITDA to estimate its current and prospective enterprise value and to make investment decisions. Because
SiriusXM funds and builds-out its satellite radio system through the periodic raising and expenditure of large amounts of capital, its results of operations
reflect significant charges for depreciation expense. The exclusion of depreciation and amortization expense is useful given significant variation in
depreciation and amortization expense that can result from the potential variations in estimated useful lives, all of which can vary widely across different
industries or among companies within the same industry. We also believe the exclusion of share-based payment expense is useful given the significant
variation in expense that can result from changes in the fair value as determined using the Black-Scholes-Merton model which varies based on
assumptions used for the expected life, expected stock price volatility and risk-free interest rates.
        
Adjusted EBITDA has certain limitations in that it does not take into account the impact to SiriusXM's statements of comprehensive income of certain
expenses, including share-based payment expense and certain purchase price accounting for the merger of Sirius and XM. SiriusXM endeavors to
compensate for the limitations of the non-GAAP measure presented by also providing the comparable GAAP measure with equal or greater prominence
and descriptions of the reconciling items, including quantifying such items, to derive the Non-GAAP measure.  Investors that wish to compare and
evaluate SiriusXM's operating results after giving effect for these costs, should refer to net income as disclosed in its consolidated statements of
comprehensive income. Since adjusted EBITDA is a non-GAAP financial performance measure, SiriusXM's calculation of adjusted EBITDA may be
susceptible to varying calculations; may not be comparable to other similarly titled measures of other companies; and should not be considered in
isolation, as a substitute for, or superior to measures of financial performance prepared in accordance with GAAP. The reconciliation of SiriusXM's
stand-alone net income to adjusted EBITDA is calculated as follows (in thousands):

 Unaudited

 
For the Three Months Ended June

30,
 2013  2012
    
Net income (GAAP): $ 125,522  $ 3,134,170
Add back items excluded from Adjusted EBITDA:    

Purchase price accounting adjustments:    
Revenues 1,813  1,867
Operating expenses (69,479)  (73,423)

Share-based payment expense (GAAP) 15,494  13,917
Depreciation and amortization (GAAP) 67,415  66,793
Interest expense, net of amounts capitalized (GAAP) 49,728  72,770
Loss on extinguishment of debt and credit facilities, net (GAAP) 16,377 15,650 15,650
Interest and investment (income) loss (GAAP)
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