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Overview
As the finiteness of petroleum resources becomes more evident and the easy-to-find large onshore petroleum reservoirs/fields and fields in the offshore shelf become infrequent, the oil and gas industry has to direct its discovery efforts to places that are remote, extremely challenging, and costly. The three prolific Atlantic Basin deepwater zones located in North America, Africa, and South America, have become key focal points for petroleum exploration and production investments. Nearly every top-twenty international oil and gas firm considers investing in these deepwater zones an essential component of its strategic business decisions keeping in perspective the balance between risks and rewards as reflected in price dynamics, fiscal arrangements, and exploration and development costs. 

The fiscal regimes driving exploration and exploitation of resources are particularly important.  They do play a major role in E&P investment decision-making. Thus, it is one thing for a producing region outside the U.S. territory to have cost and geologic advantage, but it is another thing entirely if balancing rewards with the risk of investment is out of sync because the underlying fiscal regime is regressive. 1 The fundamental question in  this study is whether the performance of E&P investments in the U.S. is superior  to  foreign E&P investments by U.S. E&P firms, assuming the objective of the firm is primarily to maximize profit in order to maximize shareholders’ value, ceteris paribus. A follow up question with respect to investing in the U.S. is whether tax incentives really do matter in order to make E&P investments as competitive as E&P investment abroad. Thus, the objectives of this paper are twofold. First, we review, analyze, and compare U.S. and non-U.S. E&P investment performance for selected U.S. E&P firms from 1977-2008. Secondly, we determine whether changes in crude oil prices and tax regimes do really matter to the extent that it can blight industry performance and its determinants, and whether such changes do affect investment performance differentially in the U.S. and non-U.S. 

Methods
The model framework adopted for this paper is as follows: 2
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Where NCF (t) is estimated net cash flow, and r is the rate of discount.
Two popular economic measures are adopted to evaluate investment performance using the above model framework. They are the net present value and internal rate of return, which  recognize the time value of money and are calculated on an after tax basis.  The present value, NPV, and internal rate of return, IRR, of the cash flow stream, NCF, is represented by equations (2) and (3), respectively.3
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r is the discount rate that equates the present value of the net cash flow to zero and it reflects the earning power of the investment, ceteris paribus.  
Results
The model is first estimated deterministically by coding each segment of the model equations in Microsoft Excel Spreadsheet to calculate economic measures on an after income tax (AIT) basis. The deterministic AIT net present worth and the earning power of the investment determines whether domestic and foregn E&P  investments performs favourably well over the period.  Meaning that the efficiency of oil and gas investment, given the assumed variables are comarable. 
Finally, to account for uncertainties inherent in the data assumptions, Oracle Crystal Ball is applied to quantify the impact of selected stochastic variables on relevant performance indicators and using Monte Carlo simulation approach.4 Sensitivity analysis of decision variables and stochastic variables in the model is applied. The paper reports the P50 value of selected economic and system indicators.
Conclusions
The approach adopted in the paper is quantifying the responsiveness of selected indicators of global E&P industry dynamics to changes in crude oil prices and tax regimes. The estimated responsiveness is applied to confirm whether investing in non-U.S. E&P ventures offers more promising rewards than investing in U.S. ventures using empirical modeling framework.
The paper demonstrates enough empirical evidence to suggest that positive changes in crude oil prices and taxes do matter significantly and differentially across petroleum producing regions worldwide. Perhaps, the oil and gas industry executives have genuine reasons to dissuade the U.S Congress from repealing E&P tax incentives if the U.S. is to retain its competitive advantage as the key focal point for deepwater E&P investments.
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