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KEY ENERGY SERVICES, INC.
PROSPECTUS
UpP TO 17,425,818 SHARES OF COMMON STOCK

Q SERVICES, INC.
PROXY STATEMENT
FOR SPECIAL MEETING OF SHAREHOLDERS
TO BE HELD ON JUNE 28, 2002

This proxy statement/prospectus is being furnished to the holders of common
stock, no par value, series A preferred stock, no par value, and series B
preferred stock, no par value, of Q Services, Inc., a Texas corporation, in
connection with the solicitation of proxies by the board of directors of Q
Services for use at its special meeting of shareholders to be held on June 28,
2002, at the time and place set forth in the Notice of Special Meeting of
Shareholders, for the purpose of voting upon and approving:

- the Plan and Agreement of Merger dated as of May 13, 2002, as amended,

among Key Energy Services, Inc., a Maryland corporation, Key Merger Sub,
Inc, a Texas corporation and a wholly-owned subsidiary of Key Energy
Services, Inc., and Q Services, Inc., a Texas corporation, pursuant to

which Key Merger Sub will be merged into Q Services with Q Services being
the surviving corporation, and the transactions contemplated therein; and

- to consider and transact such other business as may properly be brought
before the special meeting or any adjournment thereof.

If the merger is consummated, former holders of Q Services common stock will
become Key shareholders and Q Services will become a wholly-owned subsidiary of
Key.

This proxy statement/prospectus also is being used in connection with the
distribution of shares of the common stock, par value $.10 per share, of Key in
connection with the proposed merger and, after the effective date of the merger,
in connection with resales of Key's common stock by the selling shareholders
named in this proxy statement/prospectus.

Key's common stock is currently traded on the New York Stock Exchange under
the symbol "KEG." The last reported sale price of Key's common stock on the New
York Stock Exchange on June , 2002 was $ . Neither the common stock
nor the series A or series B preferred stock of Q Services is traded on any
securities exchange.

PLEASE CONSIDER CAREFULLY THE RISK FACTORS BEGINNING ON PAGE 15 IN THIS PROXY
STATEMENT/PROSPECTUS.

NEITHER THE SEC NOR ANY STATE SECURITIES COMMISSION HAS APPROVED THESE
SECURITIES
OR DETERMINED THAT THIS PROXY STATEMENT/PROSPECTUS
IS ACCURATE OR COMPLETE. ANY REPRESENTATION TO THE CONTRARY IS ILLEGAL.

This proxy statement/prospectus is dated June , 2002 and was
first mailed to Q Services shareholders on or about June , 2002
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ADDITIONAL INFORMATION

Key has filed a registration statement on Form S-4 with the SEC with respect
to the securities it may offer, including the common stock to be issued to the
holders of Q Services common stock in the merger. This proxy
statement/prospectus is part of that registration statement, and constitutes
both a prospectus of Key and a proxy statement of Q Services for its special
meeting. However it does not contain important business and financial
information about Key. This information is available to you without charge. See
"Where You Can Find More Information" on page 85 of this proxy statement/
prospectus for additional information about Key, and information on file with
the SEC. You may also request these documents from Key.

TO OBTAIN TIMELY DELIVERY, Q SERVICES SHAREHOLDERS MUST REQUEST THIS
INFORMATION BY JUNE 20, 2002. You may obtain these documents without charge by
writing or calling Key at the following address and telephone number:

KEY ENERGY SERVICES, INC.
400 South River Road
New Hope, Pennsylvania 18938
Attn: General Counsel
(215) 862-7900
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—-— Plan and Agreement of Merger dated as of May 13, 2002 among

Key Energy Services, Inc., a Maryland corporation, Key
Merger Sub, Inc., a Texas corporation and Q Services, Inc.,
a Texas corporation, as amended by the First Amendment to
Plan and Agreement of Merger dated as of May 30, 2002 among
Key Energy Services, Inc., a Maryland corporation, Key
Merger Sub, Inc., a Texas corporation, and Q Services, Inc.,
a Texas corporation

Opinion of Lehman Brothers, Inc. dated as of May 10, 2002
Articles 5.12 and 5.13 of the Texas Business Corporation Act

Annual Report on Form 10-K, as amended, of Key Energy
Services, Inc. for the fiscal year ended June 30, 2001

Quarterly Report on Form 10-Q of Key Energy Services, Inc.

for the quarter ended March 31, 2002

iii

QUESTIONS AND ANSWERS ABOUT THE MERGER

WHAT IS THE PROPOSED TRANSACTION?

A wholly-owned subsidiary of Key Energy Services, Inc. will
merge into Q Services. As a result, former Q Services common
shareholders will become Key common shareholders, and Q
Services will become a wholly-owned subsidiary of Key.

WHY ARE THE COMPANIES PROPOSING THE MERGER?

The boards of directors of Key and Q Services believe the
following benefits will be realized in the merger:

- combining the two companies will enhance two of the
business lines that Key currently operates;

- a wider geographic area will be covered by the
combined company than is covered by either company
individually;

- substantial synergies and economies of scale can be
realized through the combination of the two companies;

- Key's ability to respond to its overall customer base
during peak activity periods will be enhanced;

— the expanded service capability of Key will allow Key
to better meet its customer needs and to provide a
"total solution" service capability; and
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— Key will have the opportunity to enter into markets
where it does not currently operate.

WHAT IS THE PURCHASE PRICE THAT KEY IS PAYING FOR Q
SERVICES?

The purchase price for Q Services is the agreed upon
enterprise value of $265.0 million LESS certain reductions.
These reductions include the following:

- Q Services' total balance sheet liabilities, excluding

deferred income tax liability, reduced by Q Services'
current assets, each calculated as of the date the
merger closes. For purposes of the calculation,
liabilities will also include:

— severance benefits to certain Q Services
employees; and

- Q Services' transaction costs, which consist
primarily of fees of a financial advisor and legal
and accounting fees;

— amounts necessary to redeem Q Services' issued and
outstanding series A preferred stock and series B
preferred stock.

WHAT WILL I RECEIVE IN THE MERGER?

Holders of Q Services common stock will receive Key common
stock in the merger. The number of shares of Key common
stock issuable in exchange for each share of Q Services
common stock will be based on, among other things:

— the purchase price that Key is paying for all
outstanding Q Services common stock as described above;
and

— the value of Key common stock based on the average of

the closing prices of Key common stock on the New York
Stock Exchange over the 10-day trading period
immediately preceding the day before the effective
date of the merger, but in no event below $11.00 or
above $13.00 per share.

HOW MANY KEY SHARES WILL I RECEIVE FOR EACH SHARE OF Q
SERVICES COMMON STOCK THAT I HOLD?

Since the calculation of the number of shares of Key common
stock issuable in exchange for each share of Q Services
common stock is subject to the variables described above and
a post-closing adjustment, as of the date of this proxy
statement/prospectus, it is not possible to calculate the
exact number of shares of Key common stock that you will
receive in the merger. However, assuming the purchase price
reductions equal those described above and the Q Services
balance sheet used to calculate the final merger
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consideration is identical to the Q Services March 31, 2002
balance sheet included elsewhere in this proxy
statement/prospectus, approximately 1.0723 shares and
approximately 0.9073 shares of Key common stock would be
issuable in exchange for each share of Q Services common
stock assuming a Key share price of $11.00 or lower and
$13.00 or higher, respectively. As of June , 2002, the
closing price of Key common stock was $ and the 10-day
average share price was $

WHAT IS THE PURCHASE PRICE HOLDBACK AND HOW DOES IT WORK?

Because of the post-closing adjustment described below, the
number of shares of Key common stock issuable in the merger
cannot be determined with precision on the effective date of
the merger. Therefore, 5% of the merger consideration
payvable to Q Services common shareholders and to holders of
options and warrants to purchase Q Services common stock on
the effective date of the merger will be held back by Key.
The purchase price holdback will be used to satisfy
adjustments to the purchase price based on differences
between the estimated and final balance sheets of Q Services
as described above.

— If the final purchase price is less than the purchase

price estimated at closing by more than the amount of
the holdback, then the Q Services common shareholders,
option holders and warrant holders will not receive
the amount of the merger consideration that was held
back, and they will be required to pay back to Key
their pro rata share of the purchase price adjustment
that is in excess of the 5% holdback.

— If the final purchase price is less than the purchase

price estimated at closing, but in an amount less than
the amount of the 5% holdback, then Key will retain an
amount equal to the difference in the final and
estimated purchase price, and the Q Services common
shareholders, option holders and warrant holders will
receive the balance of the holdback.

— If the final purchase price is greater than the

purchase price estimated at closing, then Key will
distribute the entire holdback amount to the Q
Services common shareholders, option holders and
warrant holders and will also pay to such persons any
additional merger consideration necessary for the
final purchase price to have been paid in full.

IS THE PURCHASE PRICE SUBJECT TO A POST-CLOSING ADJUSTMENT?

Yes, the purchase price will be adjusted post-closing. The
purchase price paid at closing will be calculated using an
estimated Q Services balance sheet as of that date. After
the closing, a final balance sheet will be prepared and then
compared to the estimated balance sheet to calculate the
final purchase price.
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WHO MUST APPROVE THE MERGER?

In addition to governmental and other regulatory approvals,
the merger agreement and the merger must be approved by Q
Services' common and preferred shareholders voting together
as a single class. Approval by Key's shareholders is not
required.

WHAT SHAREHOLDER VOTE IS REQUIRED TO APPROVE THE MERGER?

Approval of the merger requires the affirmative vote of
two-thirds of the issued and outstanding Q Services common
stock, series A preferred stock and series B preferred
stock, voting as a single class.

HOW MANY VOTES MAY I CAST?

Each holder of Q Services common stock is entitled to one
vote per share. Each holder of Q Services series A preferred
stock and series B preferred stock is entitled to the number
of votes determined by dividing the number of shares of Q
Services series A preferred stock or series B preferred
stock held by the holder by ten. Any fractional votes are
adjusted up or down as follows: a holder of ten shares of Q
Services series A preferred stock or series B preferred
stock is entitled to one vote, a holder of 15 shares of Q
Services series A preferred stock or series B preferred
stock is entitled to one vote, and a holder of 16 shares of
QO Services series A preferred stock or series B preferred
stock is entitled to two votes.

DOES THE Q SERVICES BOARD OF DIRECTORS RECOMMEND VOTING IN
FAVOR OF THE MERGER?

Yes. After careful consideration, the Q Services board of
directors unanimously recommends that its common and
preferred shareholders vote in favor of the merger agreement
and merger. In recommending approval of the merger, the
board of directors has considered the opinion of Lehman
Brothers, Inc. dated as of May 10, 2002, to the shareholders
of Q Services to the effect that as of the date of the
written opinion, and based upon and subject to certain
matters stated in the opinion, the merger consideration is
fair from a financial point of view to Q Services' common
shareholders.

WHAT IF THE MERGER IS NOT COMPLETED?

If the merger is not completed, then holders of Q Services
common stock, series A preferred stock and series B
preferred stock will remain shareholders of Q Services.

WHAT DO I NEED TO DO NOW?

We urge you to read this proxy statement/prospectus,
including the exhibits, carefully, and to consider how the
merger will affect you as a shareholder of Q Services. You
also should review the documents referenced under "Where You
Can Find More Information" on page 85.

HOW DO I VOTE?
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You may vote by mailing a signed proxy card in the enclosed
return envelope as soon as possible so that your shares of Q
Services common or preferred stock may be represented at the
special meeting. You may also attend the special meeting and
vote in person.

CAN I CHANGE MY VOTE?

Yes. You may change your vote by delivering a later-dated,
signed proxy card to Q Services' secretary before the
special meeting, by delivering a written notice of
revocation or by attending the special meeting and voting in
person.

AM I ENTITLED TO DISSENTERS' RIGHTS?

Yes. If you are a holder of Q Services common stock and wish
to dissent from the merger, you must deliver to Q Services,
before the taking of the vote on the merger of the special
meeting, a written objection to the merger setting out that
your right to dissent will be exercised if the merger is
effective. There are additional procedural requirements you
must follow to exercise your dissenters' rights. These
procedures are described in this proxy statement/prospectus
under the caption "The Merger--Dissenters' Rights" on page
39.

WHEN AND WHERE IS THE SPECIAL MEETING?
The special meeting will be held on June 28, 2002,
9:00 a.m., Houston, Texas time, at The Briar Club, 2603

Timmons Lane, Houston, Texas 77027.

AM I BEING ASKED TO VOTE ON ANY OTHER PROPOSALS AT THE
MEETING?

No. Q Services is not aware of any additional items to be
voted upon at the meeting.

WHEN DO YOU EXPECT THE MERGER TO BE COMPLETED?

Key and Q Services are working to complete the merger as
quickly as possible. If the conditions to the merger are
satisfied or waived, Key and Q Services hope to complete the
merger promptly following the special shareholders meeting.
SHOULD I SEND IN MY STOCK CERTIFICATES NOW?

No. If the merger is completed, Key will promptly send you
written instructions for sending in your stock certificates
in exchange for the merger consideration to be issued at
closing.

WHOM CAN I CALL WITH QUESTIONS?

If you have any questions about the merger or any related

10
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transactions, please call David Schorlemer, the chief
financial officer of Q Services, at (713) 353-0191.

SUMMARY

This summary highlights selected information from this proxy
statement/prospectus and may not contain all of the information that is
important to you. To understand the merger fully, and for a more complete
description of the legal terms of the merger, you should read carefully this
entire document and the documents to which we have referred. In particular, you
should read the documents attached to this proxy statement/prospectus, including
the merger agreement, which is attached as Exhibit A. Also see "Where You Can
Find More Information" on page 85. We have included page references
parenthetically to direct you to more complete descriptions of the topics
presented in this summary.

INTRODUCTION

Key will use this proxy statement/prospectus for the distribution of Key
common stock to Q Services' common shareholders in the merger. Q Services is
delivering this proxy statement/prospectus to its common and preferred
shareholders in connection with the solicitation of votes for approval of the
merger.

THE COMPANIES (see page 22)

KEY ENERGY SERVICES, INC. Based on available industry data, Key is the
largest onshore, rig-based well servicing contractor in the world. Key provides
a complete range of well services to major oil companies and independent oil and
natural gas production companies. Key conducts well servicing operations in
various regions of the continental United States and internationally in
Argentina and Canada. Key also is a leading onshore drilling contractor and
conducts land drilling operations in a number of major domestic producing
basins, as well as in Argentina and in Ontario, Canada. In addition to its other
businesses, Key also produces and develops o0il and natural gas reserves in the
Permian Basin region and Texas Panhandle.

Key's Annual Report on Form 10-K, as amended, for the fiscal year ended
June 30, 2001 and its Quarterly Report for the quarter ended March 31, 2002,
accompany this proxy statement/prospectus as exhibits.

Key's headquarters are located at 6 Desta Drive, Midland, Texas 79705, and
its telephone number at that address is (915) 620-0300.

QO SERVICES, INC. Q Services 1is an oilfield service company specializing in
the delivery of products and services related to the production of natural gas
and oil. Its customers include over 1,500 major and independent operating
companies. Q Services' primary service lines include:

- fishing and rental tool services;
- field production services, including oilfield fluid transportation and
logistics, frac tank rental, completion and production chemicals, lease

crew services and site construction; and

— pressure pumping services, including fracturing, acidizing, cementing and
nitrogen services.

Q Services' headquarters are located at 3100 Timmons Lane, Suite 300,

11
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Houston, Texas 77027, and its telephone number at that address is
(713) 869-6020.

THE MERGER (see page 26)
A wholly-owned subsidiary of Key formed for the purpose of effecting the
merger will merge into Q Services. As a result, Q Services common shareholders

will become Key common shareholders, and Q Services will become a wholly-owned
subsidiary of Key.

KEY'S REASONS FOR THE MERGER (see page 28)

Key's board of directors and management believe the merger will benefit Key
and its shareholders because the acquisition:

- will expand its current oilfield trucking and fishing and rental tool
service lines into new geographic markets;

- will add pressure pumping as a new service line;
- will allow Key to expand its existing customer base;
- will increase Key's exposure to the natural gas markets;

- is expected to be immediately accretive to earnings per share and cash
flow per share; and

will reduce Key's debt-to-capitalization ratio.
Q SERVICES' REASONS FOR THE MERGER (see page 28)

QO Services' board of directors and management believe the merger will
benefit Q Services and its shareholders for the following reasons:

the combined company provides a strategic platform for future growth;

— the combined company will have adequate capital sources to facilitate
internal and external growth, which will result in an increased ability to
focus on operational growth VS. capital structure;

- the management team of the combined company will benefit from added depth
and industry experience;

- Q Services' shareholders will have the opportunity to participate in the
potential for equity growth in a well-established larger public company
after the merger;

- the acquisition allows the Q Services shareholders greater liquidity
through access to public markets following the merger; and

— the merger will potentially reduce the risk of Q Services shareholders'
investment after the merger as a result of the combined company having
greater capital resources and being more geographically diversified.

RISK FACTORS (see page 15)
See "Risk Factors" for a discussion of certain risks that should be

considered by Q Services common and preferred shareholders in evaluating whether
to approve the merger agreement and the merger.

12
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WHAT YOU WILL RECEIVE IN THE MERGER (see page 43)

As a result of the merger, each share of Q Services common stock that you
own will be converted into the right to receive a number of shares of Key common
stock determined in accordance with the merger agreement. Each share of Q
Services preferred stock will be redeemed pursuant to its terms and under
procedures set forth in the merger agreement and described in this proxy
statement/ prospectus.

THE Q SERVICES SPECIAL MEETING (see page 24)

The special meeting of the Q Services shareholders will be held on June 28,
2002, at 9:00 a.m., Houston, Texas time, at The Briar Club, 2603 Timmons Lane,
Houston, Texas 77027. At the special meeting, Q Services' shareholders will be
asked to vote "FOR" approval of the merger agreement and the merger.

RECORD DATE; SHAREHOLDERS ENTITLED TO VOTE (see page 24)

The record date for holders of Q Services common stock, series A preferred
stock and series B preferred stock entitled to notice of and to vote at the
special meeting is June 1, 2002. On the record date, there were 15,630,762
shares of Q Services common stock, 72,000 shares of Q Services series A
preferred stock and 2,600 shares of Q Services series B preferred stock issued
and outstanding and entitled to vote at the special meeting.

VOTE REQUIRED (see page 24)

The vote required to approve the merger agreement and the merger is the
affirmative vote of at least two-thirds of the issued and outstanding Q Services
common stock, series A preferred stock and series B preferred stock, voting
together as a single class.

VOTING AGREEMENTS (see pages 25 and 51)

Holders of Q Services common stock owning an aggregate of approximately 73%
of the combined voting power of all Q Services issued and outstanding common
stock, series A preferred stock and series B preferred stock have agreed to vote
all their shares "FOR" the merger agreement and merger. Consequently, approval
of the merger agreement by Q Services' common and preferred shareholders is
assured. However, because there are other conditions to closing that have not
yet been fulfilled, closing of the merger is not assured.

FAIRNESS OPINION (see page 29)

Lehman Brothers has delivered a written opinion, dated as of May 10, 2002,
to the board of directors of Q Services to the effect that as of the date of the
opinion, and based upon and subject to certain matters stated in the opinion,
the merger consideration is fair from a financial point of view to the
shareholders of Q Services. The full text of the Lehman Brothers opinion, which
sets forth the assumptions and matters considered and the limitations under the
review undertaken, is attached to this proxy statement/prospectus as Exhibit B
and should be read carefully and in its entirety. Key did not obtain a fairness
opinion in connection with the merger and Lehman Brothers' opinion was issued
for the benefit of the Q Services shareholders only and does not in any manner
address the fairness, from a financial point of view, of the consideration paid
by Key in connection with the merger.

RECOMMENDATION OF THE BOARD OF DIRECTORS OF Q SERVICES (see pages 24 and 41)

After careful consideration, the Q Services board of directors unanimously
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recommends that its common and preferred shareholders vote "FOR" the merger
agreement and the merger.

MATERIAL FEDERAL INCOME TAX CONSEQUENCES (see page 37)

The merger has been structured as a reorganization for federal income tax
purposes. Assuming the merger is treated as a reorganization, the Q Services
common shareholders generally will not recognize gain or loss for federal income
tax purposes on the exchange of their Q Services common stock for Key common
stock in the merger, except for any gain on receipt of cash in respect of a
purchase price adjustment payment.

ACCOUNTING TREATMENT (see page 39)

Key will account for the merger as a purchase of a business, which means
that the assets and liabilities of Q Services will be recorded at their fair
value, with the remaining purchase price over the fair value of net identifiable
assets and liabilities to be reflected as goodwill. The results of operations
and cash flows of Q Services will be included in Key's results prospectively
after the effective date of the merger.

INTERESTS OF CERTAIN PERSONS IN THE MERGER (see page 36)

In considering the recommendation of the Q Services board of directors
regarding the merger, you should be aware of the interests that certain officers
and directors of Q Services have in the merger that are different from your and
their interests as shareholders.

In connection with the merger, Craig M. Johnson, the president of Q
Services, and David S. Schorlemer, the chief financial officer of Q Services,
will enter into three year employment agreements with Key. Pursuant to these
agreements, these individuals will be entitled to various benefits, including an
annual base salary and discretionary cash bonus, participation in Key's stock
option plan, reimbursement of certain expenses, guaranteed vacation, and other
fringe benefits such as medical, life and disability insurance, retirement plans
and a vehicle allowance. Several officers and directors of Q Services, including
Messrs. Johnson and Schorlemer, will receive substantial severance payments upon
the consummation of the merger, and some of those persons will remain employed
by QO Services or Key after the merger. In addition, Messrs. Johnson and
Schorlemer will be entitled to severance benefits if their employment with Key
should be terminated under certain circumstances.

David M. Johnson, chairman and chief executive officer of Q Services, will
enter into a consulting and non-competition agreement with Key pursuant to which
he will be entitled to receive, among other things, $150,000 per year for a
period of two years. Mr. Johnson will also receive substantial severance
payments from Q Services upon consummation of the merger.

Officers and directors of Q Services who own Q Services common stock will
participate in the merger on the same terms and conditions as Q Services' other
common shareholders. Many members of Q Services' management and directors,
however, have a substantial number of options to purchase Q Services common
stock. Under the terms of the option agreements, the vesting of those options
will accelerate as a result of the merger. All outstanding Q Services' options
will either be converted into cash or exercised for shares of Q Services common
stock, which will then be converted into Key common stock in the merger.
Therefore, holders of options to purchase Q Services' common stock will receive
immediate financial benefits as a result of the merger that they would not
immediately receive if the merger were not occurring.

14
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REGULATORY APPROVALS (see page 39)

Key and Q Services are not aware of any governmental or regulatory
requirements for consummation of the merger other than compliance with state
corporate securities and federal antitrust laws, including compliance with the
Hart-Scott-Rodino Antitrust Improvements Act of 1976.

EFFECTS OF THE MERGER ON THE RIGHTS OF Q SERVICES SHAREHOLDERS (see page 69)

After the merger, holders of Q Services common stock will become holders of
Key common stock. On consummation of the merger, the certificate of
incorporation and bylaws of Key, in addition to the applicable provisions of
Maryland law, will govern the rights of all former holders of Q Services common
stock.

REGISTRATION OF KEY SHARES (see page 35)

The merger agreement requires Key to use its reasonable efforts to maintain
the effectiveness under the Securities Act of the registration statement of
which this proxy statement/prospectus is a part, and to make this proxy
statement/prospectus available for use by Q Services' shareholders who are
affiliates of Q Services for resale of the Key shares they receive in the
merger. Key may from time to time require that selling Q Services' shareholders
identified in this proxy statement/prospectus refrain from effecting any public
sales or distributions of the Key common stock they receive in the merger due to
the existence of material and nonpublic information the disclosure of which
would be required in this proxy statement/prospectus. However, this proxy
statement/prospectus must be available for use by selling Q Services'
shareholders identified in this proxy statement/prospectus for the resale of
their Key shares received in the merger for a period of at least 22 consecutive
trading days immediately after the effective date of the merger.

LISTING OF KEY COMMON STOCK (see page 49)

The shares of Key common stock to be issued to the Q Services shareholders
in the merger will be listed for trading on the New York Stock Exchange.

DISSENTERS' RIGHTS (see page 39)

If you object to the merger, Texas law permits you to seek relief as a
dissenting shareholder. If you are a Q Services shareholder and wish to dissent,
you must deliver to Q Services, before the taking of the vote on the merger at
the special meeting, a written objection to the merger that sets out that your
right to dissent will be exercised if the merger is effective, and you also must
supply certain other information. A proxy or vote against the merger is not
sufficient to make this demand. You also must not vote in favor of the merger
agreement.

The provisions of Texas law relating to the exercise of appraisal rights are
complicated, and failure to strictly adhere to those provisions may terminate or
result in a waiver of your appraisal rights. Therefore, if you decide to
exercise your appraisal rights to obtain an appraisal of the fair value of your
Q Services shares, you may wish to consult with a qualified attorney.

Copies of Articles 5.12 and 5.13 of the Texas Business Corporation Act,
which govern this process, are attached as Exhibit C to this proxy

statement/prospectus.

CONDITIONS PRECEDENT TO THE MERGER (see page 49)
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Key and Q Services are not obligated to complete the merger unless certain
conditions are satisfied or waived by them. These include the following:

- All waiting periods required under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976 shall have expired or early termination with
respect thereto shall have been obtained;

— Certain actions shall have been taken with respect to Q Services' issued
and outstanding options and warrants;

— All of Q Services series A preferred and series B preferred stock shall
have been redeemed;

- Key shall have paid certain obligations of Q Services under Q Services'
credit agreement;

— The SEC shall have declared the post-effective amendment to the
registration statement, of which this proxy statement/prospectus forms a
part, effective under the Securities Act and such effectiveness shall not
have been revoked on or before the effective date of the merger;

— Q Services shall have terminated all shareholder, voting or similar
agreements before the effective date of the merger;

— Certain Q Services employees shall have executed and delivered employment
agreements with Key;

— Certain individuals shall have entered into noncompetition agreements with
Key;

— Certain related party transactions to which Q Services is subject shall be
amended to provide that Q Services may terminate those agreements on
30 days' notice without penalty; and

— The satisfaction of certain other conditions customary in transactions
similar to the merger.

The party entitled to the benefit of any of these conditions may waive any
of these conditions. Neither Key nor Q Services can make assurances that the
conditions will be satisfied or waived or that the merger will occur.

NO SOLICITATION OF COMPETING TRANSACTIONS (see page 48)

The merger agreement restricts Q Services' ability to solicit, initiate,
encourage or enter into any alternative acquisition transactions with third
parties. Q Services must promptly notify Key if it receives offers, proposals or
expressions of interest for any such alternative transactions.

EFFECTIVE DATE (see page 42)

The merger will become effective on the filing of the articles of merger
with the Secretary of State of Texas. The articles of merger will be filed as
soon as practicable after all conditions to the obligations of Key and Q
Services to consummate the merger have been satisfied or waived.

TERMINATION OF THE MERGER AGREEMENT (see page 50)
Key and Q Services can agree at any time to terminate the merger agreement

without completing the merger, and the merger agreement may be terminated by
either company if any of the following occurs:
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- the merger is not completed by July 17, 2002, subject to extension until
October 15, 2002 to obtain certain governmental approvals; or

— a court or other governmental authority seeks to prevent or prohibit the
merger.

Key may terminate the merger agreement if:

— there has been a material adverse effect in the financial condition or
business of Q Services since March 31, 2002;

- Q Services' representations and warranties contained in the merger
agreement concerning environmental matters and operation of saltwater
disposal wells are not true as of the effective date of the merger, and
all of those untrue representations and warranties in the aggregate would
be reasonably likely to result in costs, damages, diminution in value,
expenses, losses or liabilities with respect to the business, operations,
assets or liabilities of Q Services of more than $5 million;

- Q Services has failed to perform any of its covenants or agreements
contained in the merger agreement and the failure has not been waived by
Key; or

— the holders of shares of Q Services' common stock representing in excess
of 0.5% of the issued and outstanding shares of Q Services' common stock
elected to exercise their dissenters' rights described above.

10
Q Services may terminate the merger agreement if:

— Key has failed to perform any of its covenants or agreements contained in
the merger agreement and the failure has not been waived by Q Services; or

— there has been a material adverse effect in the financial condition or
business of Key and its subsidiaries since March 31, 2002.

FORWARD-LOOKING STATEMENTS IN THIS PROXY STATEMENT/PROSPECTUS (see page 85)

This proxy statement/prospectus and the documents incorporated by reference
into this proxy statement/prospectus contain forward-looking statements within
the "safe harbor" provisions of the Section 27A of the Securities Act and
Section 21E of the Securities Exchange Act of 1934. Words such as "anticipates,"
"expects," "intends," "plans," "believes," "seeks," "estimates," and similar
expressions identify forward-looking statements. These forward-looking
statements are not guarantees of future performance and are subject to risks and
uncertainties that could cause actual results to differ materially from the
results contemplated by the forward-looking statements. In evaluating the
merger, you should carefully consider the discussion of risks and uncertainties
in the section entitled "Risk Factors" beginning on page 15.

COMPARATIVE MARKET PRICE DATA

KEY. Key's common stock is traded on the New York Stock Exchange under the
symbol "KEG."

On May 13, 2002, the last trading day before the public announcement of the
proposed merger, the last sale price of Key's common stock, as reported by the
New York Stock Exchange was $12.14 per share. On June , 2002, the last trading
date before the date of this proxy statement/prospectus, the last sale price of
Key's common stock, as reported by the New York Stock Exchange was $
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The market price of Key's common stock fluctuates and you are advised to
obtain current market quotations for Key's common stock.

Q SERVICES. Because there is no established trading market for the shares
of Q Services common stock, information with respect to market prices for Q
Services common stock has been omitted.

11
SUMMARY FINANCIAL INFORMATION
SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF KEY

Key 1s providing the following financial information to help you in your
analysis of the financial aspects of the merger. The annual selected historical
consolidated financial data presented below have been derived from Key's audited
consolidated financial statements. The data presented for each of the nine-month
periods ended March 31, 2002 and 2001 has been derived from Key's unaudited
consolidated interim financial statements. As this information is only a
summary, it should be read in conjunction with Key's historical consolidated
financial statements (and related notes) contained in its annual and quarterly
reports and other information that Key has filed with the SEC, which are
attached as Exhibits D and E to this proxy statement/prospectus.

YEAR ENDED
JUNE 30,

NINE MONTHS END
MARCH 31,

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

STATEMENT OF OPERATIONS DATA

REVENUE S s 4 v vt ettt ettt tee e eeeeeeeeeeeeeeeeeeenns $ 873,262 $ 637,732 S
FEarnings from operations.......c.o.ooiiiiitinnnnneenn. 298,324 175,346
Net earnings (loss) before extraordinary item(l)... 62,281 (20,570)
Net €arnNings (lOSS) e v v v vttt iee et eeeeeeeeeeannenn 62,710 (18,559)

Net earnings (loss) per share before extraordinary

item
= 1= = X 0.63 (0.25)
3 T I Y 0.61 (0.25)

BALANCE SHEET DATA (AT END OF PERIOD)

Working capital. ...ttt ittt eee e e e 90,597 160,741
Property and equipment, net...........cciiiiiiee... 793,716 760,561
Total ASSEE S . ittt ittt ittt it ettt ettt ee et 1,228,284 1,246,265

Long-term debt and lease obligations, net of
current POrLion. ...ttt ittt e e e e e e 485,961 651, 945

Stockholders' equUity. ..ottt ittt 476,878 382,887

632,815
208,833
46,999

44,009

110,083
801,196

1,231,907

437,349

546,215
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(1) Key recorded extraordinary items, net of the related tax effects, on early
extinguishment of certain debt obligations.

12
SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA OF Q SERVICES

The annual selected historical consolidated financial data of Q Services
presented below has been derived from Q Services' audited consolidated financial
statements for such periods. The data presented for each of the three-month
periods ended March 31, 2002 and 2001 has been derived from Q Services'
unaudited consolidated interim financial statements. The audited consolidated
financial statements of Q Services for the years ended December 31, 2001 and
2000, and the unaudited consolidated interim financial statements of Q Services
for the three-month periods ended March 31, 2002 and 2001, have been included
elsewhere within this proxy statement/prospectus. Such financial statements and
the related footnotes should be referenced when reviewing the selected
consolidated financial data for such periods. Additionally, the selected
consolidated financial data should be read in conjunction with "Management's
Discussion and Analysis of Q Services' Financial Condition and Results of
Operations" for such periods, included elsewhere within this proxy
statement/prospectus.

YEAR ENDED THREE MONTHS ENDED
DECEMBER 31, MARCH 31,
2001 2000 2002 2001

(IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

STATEMENT OF OPERATIONS DATA

=D o L $179,115 $78,929 $ 38,612 $31,800
FEarnings from operationsS. .. ... iiii et itneeeeeeennns 30,416 10,810 2,063 6,500
Net earnings before extraordinary item(l)............. 14,365 4,971 295 2,998
Net €arningsS (2) ¢ vt i i i ittt ettt ettt eaeeeeeeeeenaenns 11,757 4,971 295 2,998

Net earnings per share

BALANCE SHEET DATA (AT END OF PERIOD)

Working capital. ...ttt ittt et e et eeaeenns 7,199 5,001 8,009
Property and equipment, net........ ...ttt 95, 966 42,103 96,181
TOtaAl GBS S S et ittt ittt ettt et e eeeeeseeeeeeanaeeeeneens 201,121 78,845 201,803

Long-term debt and lease obligations, net of current
et e o 66,855 32,571 68,492

Shareholders' equUity. ...ttt ittt ettt 84,698 27,360 85,298
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(1) Q Services recorded an extraordinary loss of $2,365, net of the related tax
benefit of $1,277, in 2001 related to the early extinguishment of certain of
its debt obligations.

(2) Net earnings represents the amount applicable to Q Services common
shareholders after accrued preferred stock dividends. Q Services had accrued
but unpaid preferred stock dividends of $243 during the year ended
December 31, 2001 and $133 during the three months ended March 31, 2002.
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SELECTED HISTORICAL CONSOLIDATED PRO FORMA FINANCIAL INFORMATION

The following table sets forth unaudited pro forma combined summary
financial data, which are presented to give effect to the merger under the
purchase method of accounting. The statements of operations data for the
nine-month period ended March 31, 2002 and for the year ended June 30, 2001,
have been prepared assuming that the merger was consummated on July 1, 2000. The
balance sheet data assume that the merger was consummated on March 31, 2002.

The unaudited pro forma combined summary financial data do not purport to
represent what the financial position or results of operations of Key actually
would have been had the merger occurred on the dates indicated or to project
Key's financial results or results of operations for any future date or period.
Furthermore, the unaudited pro forma combined summary financial data do not
reflect any cost savings or other synergies that may result from the merger or
any other changes that may occur as the result of post-combination activities
and other matters. In addition, the unaudited pro forma combined summary
statements of operations data exclude estimates of non-recurring charges
directly attributable to the merger that will be charged to operations in the
quarters after which the merger is actually consummated.

The unaudited pro forma combined summary financial data should be read in
conjunction with the historical consolidated financial statements of Key and Q
Services, including the notes thereto, and the unaudited pro forma financial
statements, including the notes thereto, contained elsewhere within this proxy
statement/prospectus.

NINE MONTHS ENDED YEAR ENDED
MARCH 31, JUNE 30,
2002 2001

(IN THOUSANDS, EXCEPT PER SHARE

AMOUNTS)

STATEMENT OF OPERATIONS DATA
ROV BN S e 4 4 vttt et ettt et e et e e eeee e eeeeeeeeeeeeneeeeeeas $ 775,451 $992,990
FEarnings from operations (1) ...ttt iineeeeeeeenneeeenns 266,745 355,975
Income from continuing operations...........iiiiiinneeennnn 55,342 80,417
Income from continuing operations per share

2= T 1 $ 0.46 S 0.76

0 oY P 0.45 0.73
BALANCE SHEET DATA
WOorking Capital. v e e i ettt it ittt ettt et eeeeeeeaneaeeeeens $ 86,968
Property and equipment, nNet....... ..ttt ennnneennn 942,363
Total ASSEE S e i ittt ittt ettt et ettt ettt ettt e e 1,521,066
Long-term debt and lease obligations, net of current

ST e ¥ o 487,777
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Shareholders' eqUity ...ttt ittt ettt eeeeeeeeaeenns 737,899

(1) Earnings from operations is total revenues less well servicing, contract
drilling and other expenses.
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RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE FOLLOWING IMPORTANT FACTORS, IN ADDITION
TO THE OTHER INFORMATION INCLUDED AND INCORPORATED BY REFERENCE IN THIS PROXY
STATEMENT/PROSPECTUS, TO DETERMINE WHETHER TO VOTE FOR THE MERGER.

RISKS RELATING TO THE MERGER

THE MERGER CONSIDERATION ISSUED ON THE EFFECTIVE DATE OF THE MERGER IS SUBJECT
TO ADJUSTMENT. HOLDERS OF Q SERVICES COMMON STOCK MAY NEVER RECEIVE MERGER
CONSIDERATION HELD BACK AS OF THE EFFECTIVE DATE OF THE MERGER AND MAY BE
REQUIRED TO REFUND KEY A PORTION OF THE MERGER CONSIDERATION PREVIOUSLY GIVEN
THEM TO SATISFY ANY POST-CLOSING ADJUSTMENTS.

The purchase price to be paid by Key in the merger will be based in part
upon an estimated balance sheet of Q Services as of the effective date of the
merger. The purchase price will be adjusted based on a final balance sheet to be
agreed to between Key and a representative of Q Services' shareholders following
the effective date of the merger. Since the final balance sheet and the
estimated balance sheet as of the effective date of the merger may differ, the
ultimate purchase price Key will be required to pay for Q Services may differ
from the price Key pays at the closing of the merger. Therefore, 5% of the
merger consideration payable to Q Services' shareholders and to holders of
options and warrants to purchase Q Services common stock on the effective date
of the merger will be held back by Key. The purchase price holdback will be used
to satisfy adjustments to the purchase price based on differences between the
estimated and final balance sheets of Q Services as described above.

Holders of Q Services common stock may never receive any of the merger
consideration held back as of the effective date of the merger and may be
required to refund to Key a portion of the merger consideration previously given
to them following the effective date of the merger.

HOLDERS OF Q SERVICES COMMON STOCK MAY NOT KNOW THE NUMBER OF SHARES OF KEY
COMMON STOCK THEY WILL RECEIVE UNTIL AFTER THE SPECIAL MEETING.

The actual number of shares of Key common stock to be issued for each share
of Q Services common stock will be determined based on the average closing
prices of the Key common stock on the New York Stock Exchange for the ten
trading days immediately preceding the day before the effective date of the
merger, but will not be less than $11.00 nor more than $13.00 per share. The
number of shares of Key common stock to be issued in the merger also will be
based on an estimated balance sheet for Q Services as of the effective date of
the merger, and will be subject to adjustment based on a final balance sheet as
of the effective date to be delivered after consummation of the merger. Since it
is not possible, as of the date of this proxy statement/prospectus, to determine
the date the merger will become effective or the actual Key share price or the
estimated or final balance sheet of Q Services as of such date, Q Services
shareholders may be required to vote on approval of the merger without knowing
the exact number of shares of Key common stock they will receive in the merger.
Assuming the final Q Services balance sheet as of the effective date of the
merger is identical to the balance sheet of Q Services as of March 31, 2002,
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contained elsewhere within this proxy statement/prospectus, each share of Q
Services common stock will be converted into approximately 1.0723 or
approximately 0.9073 shares of Key common stock, assuming the Key share price is
$11.00 or lower or $13.00 or higher, respectively. There can be no assurance
that the estimated or final balance sheet of Q Services as of the effective date
of the merger will not be substantially different from the March 31, 2002
balance sheet contained elsewhere within this proxy statement/prospectus.
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HOLDERS OF Q SERVICES COMMON STOCK MAY RECEIVE SHARES OF KEY COMMON STOCK THAT
HAVE A CURRENT MARKET PRICE THAT IS LOWER THAN THE PRICE ATTRIBUTED TO THOSE
SHARES FOR PURPOSES OF THE MERGER AT THE EFFECTIVE DATE OF THE MERGER.

The actual number of shares of Key common stock to be issued for each share
of Q Services common stock will be determined based upon the market value of the
Key common stock as described above, but will not be less than $11.00 nor more
than $13.00 per share. On the effective date of the merger, the holders of Q
Services common stock could receive shares of Key common stock that have a
current market price that is lower than the price attributed to those shares for
purposes of the merger. For example, if the closing price of the Key common
stock is less than $11.00 per share on the effective date of the merger, Q
Services common shareholders would receive Key shares that have a current market
price of less than $11.00 per share. As a result, the Q Services common
shareholders would be unable to sell their shares of Key stock at the price at
which it was valued for purposes of the merger until the market price of the Key
common stock is at or above $11.00 per share.

THE TRANSACTIONS CONTEMPLATED BY THE MERGER AGREEMENT MAY NOT BE CONSUMMATED
EVEN IF SHAREHOLDER APPROVAL FOR THE MERGER IS OBTAINED.

The merger agreement contains conditions that, if not satisfied or waived,
would result in the merger not occurring, even though the Q Services
shareholders may have approved it. You cannot be assured that all of the closing
conditions to the merger will be satisfied, that any unsatisfied conditions will
be waived or that the merger will occur.

Q SERVICES MAY LOSE AN OPPORTUNITY TO ENTER INTO A MERGER OR BUSINESS
COMBINATION WITH ANOTHER PARTY ON MORE FAVORABLE TERMS BECAUSE OF PROVISIONS IN
THE MERGER AGREEMENT.

While the merger agreement is in effect, Q Services is prohibited from
entering into or soliciting, initiating or encouraging any inquiries or
proposals that may lead to a proposal, or offer to enter into certain
transactions such as a merger, sale of assets or other business combination,
with any person other than Key. In addition, certain of Q Services common
shareholders have entered into voting agreements with Key pursuant to which they
have agreed to vote all of their shares of Q Services common stock in favor of
the merger. The shares subject to the voting agreements are a sufficient number
to assure that Q Services will receive the requisite vote for approval of the
merger. As a result, Q Services may lose an opportunity to enter into a more
favorable transaction.

THE PRICE OF KEY COMMON STOCK MAY BE AFFECTED BY FACTORS DIFFERENT FROM THOSE
AFFECTING THE VALUE OF Q SERVICES.

Upon completion of the merger, holders of Q Services common stock will
become Key common shareholders. Key's business differs from that of Q Services,
and Key's results of operations, as well as the price of Key common stock, may
be affected by factors different from those affecting Q Services' operations.

SOME OF Q SERVICES' DIRECTORS AND OFFICERS HAVE INTERESTS THAT DIFFER IN SEVERAL
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RESPECTS FROM Q SERVICES SHAREHOLDERS.

In considering the recommendation of the Q Services board of directors to
approve the merger agreement and the merger, you should consider that some of Q
Services' directors and officers have interests that differ from, or are in
addition to, their interests as Q Services shareholders generally. These
interests include benefits provided to them by Key under employment agreements
and the continuation of certain indemnification arrangements. In addition, one
of Q Services' officers and directors will enter into a consulting and
non-competition agreement with Key that provides him benefits that will not be
available to other Q Services shareholders. Certain officers and directors of Q
Services also will receive substantial compensation in the form of severance
payments and accelerated

16

vesting and subsequent payout of their stock options that would not be available
to them unless the merger is consummated.

KEY WILL FACE SIGNIFICANT CHALLENGES IN INTEGRATING THE OPERATIONS OF KEY AND Q
SERVICES AND, AS A RESULT, MAY NOT REALIZE THE BENEFITS OF CONSOLIDATION, SUCH
AS ENHANCEMENT OF KEY'S BUSINESS LINES, EXPANDED GEOGRAPHIC COVERAGE AND
REALIZATION OF SYNERGIES AND ECONOMICS OF SCALE.

Integrating the operations and personnel of Key and Q Services will be a
complex process, and Key cannot be certain that the integration will be
completed in a timely manner or that the anticipated benefits of the merger will
be achieved. The successful integration of Key and Q Services will require,
among other things, the integration of the Companies' finance, human resources,
operations and marketing groups and the coordination of the Companies'
information systems. The diversion of the attention of Key's management and any
difficulties encountered in the process of combining the companies could cause
the disruption of, or a loss of momentum in, the activities of Key's business.

RISKS RELATED TO KEY

KEY'S BUSINESS IS DEPENDENT ON CONDITIONS IN THE OIL AND NATURAL GAS INDUSTRY,
ESPECIALLY THE CAPITAL EXPENDITURES OF OIL AND NATURAL GAS COMPANIES.

The demand for Key's services is primarily influenced by current and
anticipated oil and natural gas prices. Prices for oil and natural gas
historically have been extremely volatile and have reacted to changes in the
supply of and demand for oil and natural gas (including changes resulting from
the ability of the Organization of Petroleum Exporting Countries to establish
and maintain production quotas for oil prices), domestic and worldwide economic
conditions and political instability in oil producing countries. Weakness in oil
and natural gas prices may cause lower rates and lower utilization of available
well service equipment. In addition, when oil and natural gas prices are weak,
fewer wells are drilled, resulting in less drilling and less maintenance work
for Key. Additional factors that affect demand for Key's services include:

— the level of development, exploration and production activity of, and
corresponding spending by, oil and natural gas companies;

- 0il and natural gas production costs;
- government regulation; and
— conditions in the worldwide oil and natural gas industry.

In addition, Key anticipates prices for oil and natural gas will continue to
be volatile and affect the demand for and pricing of its services. Reductions in
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0il and natural gas prices can result in a reduction in the trading prices and
value of Key common stock, even if the reduction in oil and natural gas prices
does not affect its business generally. However, a material decline in oil or
natural gas prices or activities over a sustained period of time could
materially adversely affect the demand for Key's services and, therefore, its
results of operations and financial condition.

Periods of diminished or weakened demand for Key's services have occurred in
the past. Since the end of the first quarter of fiscal 2002 and continuing
through the third quarter, Key has experienced a decrease in the demand for its
services. Key believes this trend is due to an overall weakening of demand for
onshore well services, which is attributable to lower prices for oil and natural
gas and general economic uncertainty. If these conditions continue or worsen,
they could have a material adverse effect on Key's financial condition and
results of operations. In light of these and other factors relating to the oil
and natural gas industry, Key's historical operating results may not be
indicative of future performance.
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AN ECONOMIC DOWNTURN MAY ADVERSELY AFFECT KEY'S BUSINESS.

An economic downturn may cause reduced demand for petroleum-based products
and natural gas. In addition, many oil and natural gas production companies
often reduce or delay expenditures to reduce costs, which in turn may cause a
reduction in the demand for Key's services during these periods. According to
industry data, in July 2001, there were approximately 1,293 active drilling rigs
in North America. In March 2002, the number of active drilling rigs had been
reduced to 768. The number of active drilling rigs may be indicative of demands
for services such as those Key provides. If the economic environment worsens,
Key's business may be further adversely impacted.

KEY'S BUSINESS INVOLVES CERTAIN OPERATING RISKS, WHICH ARE PARTIALLY
SELF-INSURED, AND KEY'S INSURANCE MAY NOT BE ADEQUATE TO COVER ALL LOSSES OR
LIABILITIES IT MIGHT INCUR IN ITS OPERATIONS.

Key's operations are subject to many hazards and risks, including the
following:

- blow-outs;

- reservoir damage;

- loss of well control;
- cratering;

- fires;

- accidents resulting in serious bodily injury and the loss of life or
property;

- pollution and other damage to the environment; and

— liabilities from accident or damage by our fleet of trucks.

If these hazards occur they could result in suspension of operations, damage
to or destruction of Key's equipment and the property of others and injury or

death to personnel.

Key self-insures a significant portion of these liabilities. For losses in
excess of Key's self-insurance limits, Key maintains insurance from unrelated
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commercial carriers. However, its insurance may not be adequate to cover all
losses or liabilities that it might incur in its operations. There can be no
assurance that Key's insurance will adequately protect it against liability from
all of the hazards of its business. Moreover, Key also is subject to the risk
that it may not be able to maintain or obtain insurance of the type and amount
it desires at a reasonable cost. If Key were to incur a significant liability
for which it were not fully insured, it could have a material adverse effect on
Key's financial position and results of operations.

KEY IS SUBJECT TO THE ECONOMIC, POLITICAL AND SOCIAL INSTABILITY RISKS OF DOING
BUSINESS IN CERTAIN FOREIGN COUNTRIES.

Key has investments and may make additional investments in Argentina and
other foreign countries, including Canada and Egypt. As a result, Key is exposed
to currency exchange rate fluctuations. Key also is exposed to other risks of
international operations, including:

- increased governmental ownership and regulation of the economy in the
markets where it operates;

- inflation and adverse economic conditions stemming from governmental
attempts to reduce inflation, such as imposition of higher interest rates
and wage and price controls;

- increased trade barriers, such as higher tariffs and taxes on imports of
agricultural commodities and commodity products;

— exchange controls or other currency restrictions;
18
— civil unrest or significant political instability;

— expropriation, confiscatory taxation and nationalization of its assets
located in the markets where it operates; and

— governmental policies limiting returns to foreign investors.

In fiscal 2001, Key's foreign operations accounted for less than 7% of its
revenues. A substantial portion of these revenues were derived from its
operations in Argentina. For fiscal 2001, revenues from operations in Argentina
were $48.5 million, which accounted for 5.6% of Key's total revenues for this
period. For fiscal 2001, net income from operations in Argentina was
$4.5 million. For the nine months ended March 31, 2002, revenues from operations
in Argentina were $28.0 million, which accounted for 4.4% of Key's total revenue
for this period.

Recently, Argentina has been negatively affected by volatile economic and
political conditions. In December 2001, the Argentine government announced that
it would restrict bank account withdrawals and would not service its public
sector debt. Furthermore, in early January 2002, the Argentine government
abandoned its decade-old fixed peso-dollar exchange rate and created a dual
exchange rate system. As a result of this abandonment of the fixed peso-dollar
exchange rate system, Key translated the assets of its Argentine subsidiary,
which resulted in accumulated foreign currency translation losses of
approximately $43.5 million and $24.2 million at March 31, 2002 and
December 31, 2001, respectively. Additionally, the Argentine government has
indicated that as part of its monetary policy changes, it will redenominate
certain consumer loans from U.S. dollar denominated to Argentine peso
denominated. As a result, Key recorded a foreign currency transaction loss of
$1.8 million in the three months ended December 31, 2001 related to accounts
receivable subject to certain U.S. dollar denominated contracts held by Key's
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Argentine subsidiary, which are subject to redenomination.

Key believes that all of these events will negatively affect oil production
in Argentina, and accordingly will have a negative effect on demand for Key's
services in Argentina. The economic conditions in Argentina continue to be
unstable and further devaluation of the Argentine peso may occur. Key continues
to evaluate the structure of its operations in Argentina, but is currently
unable to predict the effect that further instability in Argentina will have on
its financial position.

KEY HISTORICALLY HAS EXPERIENCED A HIGH EMPLOYEE TURNOVER RATE. ANY DIFFICULTY
KEY EXPERIENCES REPLACING OR ADDING WORKERS COULD ADVERSELY AFFECT ITS BUSINESS.

Key historically has experienced an annual employee turnover rate of over
50%. The high turnover rate is caused by the nature of the work, which is
physically demanding and performed outdoors. As a result, workers may choose to
pursue employment in fields that offer a more desirable work environment at wage
rates that are competitive with Key's. Key cannot assure that at times of high
demand it will be able to retain, recruit and train an adequate number of
workers. Potential inability or lack of desire by workers to commute to its
facilities and job sites and competition for workers from other industries are
factors that could affect Key's ability to attract and retain workers. Key
believes that its wage rates are competitive with the wage rates of its
competitors and other potential employers. A significant increase in the wages
other employers pay could result in a reduction in Key's workforce, increases in
its wage rates, or both. Either of these events could diminish Key's
profitability and growth potential.

KEY IS SUBJECT TO ENVIRONMENTAL, HEALTH AND SAFETY LAWS AND REGULATIONS THAT
EXPOSE IT TO POTENTIAL LIABILITY.

Key's operations are regulated under a number of foreign, federal, state and
local laws that govern, among other things, the handling, storage and disposal
of waste materials, some of which are classified as hazardous substances, and
the discharge of hazardous materials into the environment. Key's operations are
subject to stringent regulations relating to protection of the environment and
waste handling. In addition to liability for its own noncompliance, these
regulations may expose Key to
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liability for noncompliance of other parties, without regard to whether it was
negligent. Sanctions for noncompliance with applicable environmental laws and
regulations may include administrative, civil and criminal penalties, revocation
of permits and corrective action orders. Furthermore, Key may be liable for
costs for environmental clean-up at currently or previously owned or operated
properties or off-site locations where it sent, disposed of, or arranged for
disposal of hazardous materials. Compliance with existing laws or regulations,
the adoption of new laws or regulations or the more vigorous enforcement of
environmental laws or regulations could have a material adverse effect on Key's
operations by increasing its expenses and limiting its future business
opportunities.

KEY HAS A SIGNIFICANT AMOUNT OF INDEBTEDNESS AND COULD INCUR ADDITIONAL
INDEBTEDNESS, WHICH COULD MATERIALLY ADVERSELY AFFECT ITS FINANCIAL CONDITION,
RESULTS OF OPERATIONS AND BUSINESS PROSPECTS AND PREVENT IT FROM FULFILLING ITS
OBLIGATIONS UNDER ITS OUTSTANDING INDEBTEDNESS.

Key had approximately $445.7 million of long-term indebtedness outstanding
at March 31, 2002. Key is permitted under the indentures governing its public
debt securities to incur additional debt, subject to certain limitations. If Key
incurs additional debt, its increased leverage could, for example:
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- make it more difficult for Key to satisfy its obligations under its public
debt securities or other indebtedness and, if Key fails to comply with the
requirements of the other indebtedness, that failure could result in an
event of default on its public debt securities or other indebtedness;

- require Key to dedicate a substantial portion of its cash flow from
operations to required payments on indebtedness, thereby reducing the
availability of cash flow for working capital, capital expenditures and
other general business activities;

- limit Key's ability to obtain additional financing in the future for
working capital, capital expenditures and other general corporate
activities;

- limit Key's flexibility in planning for, or reacting to, changes in its
business and the industry in which it operates;

— detract from Key's ability to successfully withstand an industry or
general economic downturn; and

- place Key at a competitive disadvantage against less leveraged
competitors.

KEY MAY NOT BE ABLE TO GENERATE SIGNIFICANT CASH FLOW TO MEET ITS DEBT SERVICE
OBLIGATIONS.

Key's ability to make payments on and to refinance its indebtedness, and to
fund planned capital expenditures, will depend on its ability to generate cash
in the future. This, to a certain extent, is subject to general economic,
financial, competitive, legislative, regulatory and other factors that are
beyond Key's control.

Key cannot assure you that its business will generate sufficient cash flow
from operations to service its outstanding indebtedness, that future borrowings
will be available to it under its credit facility in an amount sufficient to
enable it to pay its indebtedness or to fund other liquidity needs. Key may need
to refinance all or a portion of its existing indebtedness on or before
maturity. Key cannot assure you that it will be able to refinance any of its
indebtedness, including its credit facility, on commercially reasonable terms or
at all.

KEY'S DEBT INSTRUMENTS IMPOSE RESTRICTIONS ON IT THAT MAY AFFECT ITS ABILITY TO
SUCCESSFULLY OPERATE ITS BUSINESS.

Key's credit facility and the terms of the indentures for its public debt
securities limit Key's ability to take various actions, such as:

incurring additional indebtedness;
- paying dividends;
20
- repurchasing junior indebtedness;
- making investments;
- entering into transactions with affiliates;

- merging or consolidating with other entities; and
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- selling all or substantially all of our assets.

In addition, Key's credit facility requires it to maintain certain financial
covenant ratios and satisfy certain financial condition tests, several of which
become more restrictive over time and may require it to take action to reduce
its debt or take some other action in order to comply with them. These
restrictions also could limit Key's ability to obtain future financings, make
needed capital expenditures, withstand a downturn in its business or the economy
in general, or otherwise conduct necessary corporate activities. Key also may be
prevented from taking advantage of business opportunities that arise because of
the limitations imposed on it by the restrictive covenants under its credit
facility and indentures for its public debt securities.

KEY HAS PURSUED AND CONTINUES TO PURSUE STRATEGIC ACQUISITIONS. KEY'S BUSINESS
MAY BE ADVERSELY AFFECTED IF IT CANNOT EFFECTIVELY INTEGRATE ACQUIRED
OPERATIONS.

A component of Key's strategy includes acquiring complementary businesses.
Acquisitions involve a number of risks and challenges including:

- Key's ability to integrate acquired operations;

- potential loss of key employees and customers of the acquired companies;
and

— an increase in Key's expenses and working capital requirements.

Any of these factors could adversely affect Key's ability to achieve
anticipated levels of earnings and cash flow from acquisitions or realize other
anticipated benefits. Furthermore, competition from other potential buyers could
reduce Key's acquisition opportunities or cause Key to pay a higher price than
it otherwise might pay.

THE TRADING PRICE OF KEY'S COMMON STOCK COULD BE SUBJECT TO SIGNIFICANT
FLUCTUATIONS.

The trading price of Key's common stock has been volatile. Factors such as
announcements of fluctuations in Key's or its competitors' operating results and
market conditions for oil and gas related stocks in general could have a
significant impact on the future trading prices of Key's common stock. In
particular, the trading price of the common stock of many oil and gas companies
has experienced extreme price and volume fluctuations, which have at times been
unrelated to the operating performance of the companies whose stocks were
affected. In addition, the trading price of Key's common stock could be subject
to significant fluctuations in response to variations in Key's prospects and
operating results, which may in turn be affected by weakness in oil prices,
changes in interest rates and other factors. There can be no assurance that
these factors will not have an adverse effect on the trading price of Key's
common stock.
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THE COMPANIES
KEY
Based on available industry data, Key is the largest onshore, rig-based well
servicing contractor in the world. Key provides a complete range of well
services to major oil companies and independent o0il and natural gas production

companies, including:

- rig-based well maintenance, workover, completion, and recompletion
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services (including horizontal recompletions);
oilfield trucking services; and

ancillary oilfield services.

Key conducts well servicing operations onshore internationally in Argentina
and in Ontario, Canada and in the following regions of the continental United
States:

Gulf Coast (including South Texas, Central Gulf Coast of Texas and South
Louisiana);

Permian Basin of West Texas and Eastern New Mexico;

Mid-Continent (including the Anadarko, Hugoton and Arkoma Basins and the
ArkLaTex region);

Four Corners (including the San Juan, Piceance, Uinta and Paradox Basins);
Eastern (including the Appalachian, Michigan and Illinois Basins);

Rocky Mountains (including the Denver-Julesberg, Powder River, Wind River,
Green River and Williston Basins); and

California (the San Joaquin Basin).

Key also is a leading onshore drilling contractor and conducts land drilling
operations in a number of major domestic producing basins, as well as in
Argentina and in Ontario, Canada. In addition to its other businesses, Key
produces and develops oil and natural gas reserves in the Permian Basin region
and Texas Panhandle.

Key has built its leadership position in part through the acquisition of

small,
which

regional well service companies. Key has also implemented a strategy,
has also contributed to its position within the industry, to:

improve its balance sheet and reduce its level of debt;

build strong customer relationships by offering a broad range of equipment
and services that will meet most of its customer's needs at the wellsite;

maximize utilization of its rig fleet by actively refurbishing its rigs
and related equipment; and

train and professionally develop its employees, with an emphasis on
safety.

Q SERVICES

Q

Services specializes in the delivery of products and services that enhance

and maintain the production quality of existing oil and gas wells. Q Services'
business lines include:

fishing and rental tool services used in the workover maintenance process
and in drilling operations;
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field production services, which consist of oilfield fluid transportation

and disposal services, frac tank rental, completion and production
chemicals, lease crews and on-site construction services; and
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— pressure pumping services, which consist of fracturing, acidizing,
cementing and nitrogen services used in well stimulation and maintenance
processes.

Q Services currently provides services in the following regions with over
1,000 personnel in 60 operating locations:

- Northwest Texas and Oklahoma;

— The Gulf Coast Region of Texas and Louisiana, including the inland waters
and offshore in the Gulf of Mexico;

- South Texas;

- ArkLaTex Region;

— Permian Basin of West Texas and Eastern New Mexico; and

— Four Corners.

Q Services has pursued a selective acquisition strategy to enhance its
existing operations and to increase the breadth of its service offerings to its

customers.

QO Services conducts its business by following certain operating principles
including:

- a decentralized management structure;

— continued investment in equipment and technology to improve operational
efficiency and safety; and

— customized products and services to meet the individual needs of its
customers.
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THE SPECIAL MEETING
This proxy statement/prospectus is being furnished in connection with the
solicitation of proxies by the Q Services board of directors for use at the

special meeting of Q Services shareholders to vote for approval of the merger.
This proxy statement/prospectus is also being furnished as a prospectus in

connection with the issuance by Key of shares of Key common stock in the merger.

This proxy statement/prospectus and the enclosed form of proxy are first being
mailed to shareholders of Q Services on or about June , 2002.

DATE, TIME AND PLACE

The special meeting will be held on June 28, 2002, at The Briar Club, 2603
Timmons Lane, Houston, Texas 77027, commencing at 9:00 a.m., Houston, Texas
time.
MATTERS TO BE CONSIDERED AT THE SPECIAL MEETING

At the special meeting, holders of shares of Q Services common stock,
series A preferred stock and series B preferred stock will be asked to consider

and vote on:

- a proposal to approve and adopt the merger agreement and the merger; and
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- any other matters that may properly come before the meeting.
BOARD OF DIRECTORS RECOMMENDATION

After careful consideration, the Q Services board of directors has
unanimously declared that the merger agreement and the merger are advisable and
fair to and in the best interests of Q Services' shareholders. THE Q SERVICES
BOARD OF DIRECTORS HAS UNANIMOUSLY APPROVED THE MERGER AGREEMENT AND UNANIMOUSLY
RECOMMENDS THAT HOLDERS OF SHARES OF Q SERVICES COMMON STOCK, SERIES A PREFERRED
STOCK AND SERIES B PREFERRED STOCK VOTE TO APPROVE THE MERGER AGREEMENT AND THE
MERGER.

RECORD DATE

The Q Services board of directors has fixed the record date for the
determination of the shareholders entitled to notice of and to vote at the
special meeting as of the close of business on June 1, 2002. Accordingly, only
shareholders of record of Q Services common stock, series A preferred stock and
series B preferred stock at the close of business on June 1, 2002 are entitled
to notice of and to vote at the special meeting. As of the record date, there
were 15,630,762 shares of Q Services common stock, 72,000 shares of Q Services
series A preferred stock and 2,600 shares of Q Services series B preferred stock
outstanding.

QUORUM

The presence at the special meeting, in person or by proxy, of the holders
of a majority of the outstanding shares of Q Services common stock, series A and
series B preferred stock will constitute a quorum for the transaction of
business at the special meeting. Abstentions and non-votes will be considered
present at the special meeting for the purpose of determining the presence of a
quorum. If a quorum is not present, the shareholders represented in person or by
proxy at the special meeting may adjourn the meeting until such time and to such
place as may be determined by a vote of the holders of a majority of the shares
represented in person or by proxy at the meeting.

VOTE REQUIRED

The vote required to approve the merger agreement and the merger is the
affirmative vote of at least two-thirds of the issued and outstanding Q Services
common stock, series A preferred stock and series B preferred stock, voting
together as a single class.

Each holder of Q Services common stock is entitled to one vote per share of
Q Services common stock held by such holder. Each holder of Q Services series A
preferred stock or series B preferred stock is entitled to the number of votes
determined by dividing the number of shares of Q Services
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series A preferred stock or Series B preferred stock held by such holder by ten.
Any fractional votes are adjusted up or down as follows: a holder of ten shares
of Q Services series A preferred stock or series B preferred stock is entitled
to one vote, a holder of 15 shares of Q Services series A preferred stock or
series B preferred stock is entitled to one vote and a holder of 16 shares of
series A preferred stock or series B preferred stock is entitled to two votes.

VOTING AGREEMENTS
Certain common shareholders of Q Services have entered into voting

agreements with Key. Under the voting agreements, each of these shareholders has
agreed to vote all of the shares of Q Services common stock held by it in favor
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of approving the merger agreement and has also granted an irrevocable proxy to
Key representatives to vote its shares of Q Services common stock at the special
meeting. As of the record date, 10 shareholders of Q Services who executed
voting agreements held in the aggregate 11,480,327 shares of Q Services common
stock, which is approximately 73% of the combined voting power of all issued and
outstanding Q Services common and preferred stock. Therefore, approval of the
merger agreement by the Q Services shareholders is assured. However, because
there are other conditions to closing that have not yet been fulfilled, closing
of the merger is not assured.

PROXIES

This proxy statement/prospectus is accompanied by a form of proxy to be used
at the Q Services special meeting. Each Q Services common and preferred
shareholder is requested to complete, sign and date the accompanying proxy and
promptly return it in the enclosed envelope or otherwise mail it to Q Services.

Shares of Q Services common stock and preferred stock represented by a
properly executed proxy will, unless revoked, be voted in accordance with the
instructions indicated or, if no instructions are indicated, will be voted "FOR"
approval of the merger agreement and the merger, and in the best judgment of the
individuals named in the proxy on any other matters which may properly come
before the special meeting.

You may abstain from voting by properly marking the "ABSTAIN" box on the
proposal from which you wish to abstain. Your abstention will be counted as
present for the purpose of determining the existence of a quorum. Abstentions
will have the same effect as a vote against the approval of the merger
agreement.

REVOCABILITY OF PROXIES
You may revoke any proxy you have given at any time before its use by:
- delivering to Q Services a written notice of revocation;
- delivering to Q Services a proxy signed on a later date; or
- voting in person at the special meeting.

Attendance at the special meeting is not in itself sufficient to revoke a
Proxy.

SOLICITATION OF PROXIES

Proxies are being solicited by and on behalf of the Q Services board of
directors. Q Services will bear the cost of the solicitation of proxies from its
shareholders. In addition to soliciting proxies by mail, officers, directors and
employees of Q Services, without receiving additional compensation, may solicit
proxies by telephone, in person or by other means.
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THE MERGER

This section of the proxy statement/prospectus, as well as the next section
titled "The Merger Agreement" beginning on page 42, describes certain aspects of
the proposed merger. These sections highlight significant information about the
merger agreement and the merger, but may not include all the information that
you would like to know. The merger agreement, as amended, is attached as
Exhibit A to this proxy statement/prospectus. We urge you to read the merger
agreement in its entirety.
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GENERAL DESCRIPTION OF THE MERGER

On May 13, 2002, Key, Key Merger Sub, Inc. and Q Services entered into a
Plan and Agreement of Merger pursuant to which Key Merger Sub would be merged
into Q Services with Q Services being the surviving corporation. Upon
consummation of the merger, all common shareholders of Q Services will become
holders of Key common stock and Q Services will be a wholly-owned subsidiary of
Key. The merger will be effective when Key Merger Sub and Q Services file
articles of merger with the Secretary of State of Texas.

In connection with the merger, Q Services will redeem all of its issued and
outstanding series A and series B preferred stock before consummation of the
merger under procedures described elsewhere in this proxy statement/prospectus.
In addition, all outstanding options and warrants to purchase Q Services common
stock will have been amended to provide for cashless exercise and exercised, or
classified as "cash out options" or "cash out warrants," with the cash wvalue
being paid to the holders in the form of notes under procedures set forth in the
merger agreement and described elsewhere in this proxy statement/prospectus.

BACKGROUND OF THE MERGER

On or about August 11, 2001, David M. Johnson, the chief executive officer
of Q Services, received a telephone call from Thomas K. Grundman, then the chief
financial officer of Key, in which Mr. Grundman requested a meeting with
Mr. Johnson to discuss the two companies and their current strategic directions.

On August 15, 2001, Mr. Johnson and David S. Schorlemer, the chief financial
officer of Q Services, met with Mr. Grundman in Houston, Texas, and discussed Q
Services' current strategy, its recent acquisition activity and business plan.
Mr. Grundman indicated that, if Q Services was interested, Key would be
interested in discussing a possible business combination and would be willing to
assemble an acquisition team to review financial and other data in preparation
of an offer. Mr. Johnson indicated that Q Services' current plan was to pursue
its acquisition strategy and that Q Services would not be interested in pursuing
a combination at that time.

On September 5, 2001, Mr. Johnson, Mr. Schorlemer and Q Services' president,
Craig M. Johnson, attended an industry conference in New York, New York, at
which time a representative of Lehman Brothers introduced Mr. Craig Johnson and
Mr. Schorlemer to Key's chairman and chief executive officer, Francis D. John.
At that meeting, the parties discussed current market conditions and
opportunities, including the prospect of a business combination between the
companies.

During the fall of 2001, Lehman Brothers, at the request of Key, contacted Q
Services and its majority shareholder with respect to Key's desire to pursue
discussions with Q Services. Q Services responded to Lehman Brothers that Q
Services was not interested in entering into acquisition negotiations at that
time.

On or about February 25, 2002, Mr. Schorlemer contacted Key's current chief
financial officer, Royce W. Mitchell, in Midland, Texas, to discuss with him
matters involving the renewal of Q Services' insurance and Key's experience in
those matters. During the call, the parties discussed the prospect of merging
the companies.
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On or about February 26, 2002, Mr. Craig Johnson contacted Lehman Brothers

to request that Lehman Brothers organize a meeting between Q Services' and Key's
management groups to discuss the prospect of a business combination. It was
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determined that the meeting would be held in Orlando, Florida, where both
parties would be attending investor conferences.

On March 6, 2002, at the investor conference in Orlando, Florida,
representatives of Q Services, Key and Lehman Brothers met and discussed the
potential benefits a merger could provide to their respective shareholders. The
parties agreed to conduct another meeting between Q Services' and Key's chief
financial officers to exchange information and further discuss the prospects of
a merger further.

On March 12, 2002, the parties executed a confidentiality agreement in
preparation for the exchange of data between the companies. On March 13, 2002,
Mr. Mitchell and Mr. Schorlemer met in Dallas, Texas to exchange data. During
the meeting, the parties discussed the aspects of the potential merger and
reviewed selected financial and operational data to better familiarize each
other with the respective companies and their operating philosophies.
Additionally, a preliminary time frame was established for Key to submit an
offer and to request additional data to continue Key's internal analysis.

On March 27, 2002, a meeting took place in Houston, Texas to introduce each
company's management team to each other and to further discuss the respective
companies' businesses and operating philosophies. In particular, Key was
interested in understanding Q Services' fishing and rental tool business and
pressure pumping operations. Another time frame was discussed regarding
additional data requests and timing for an offer.

During the last week of March 2002 and continuing into the first week of
April 2002, Q Services and Key conducted purchase price negotiations with the
parties agreeing to a merger consideration to be based on a $265 million
enterprise valuation. On April 3, 2002, Mr. John and Key's general counsel,
Mr. Jack D. Loftis, presented Mr. Schorlemer with a written non-binding term
sheet at Q Services' headquarters in Houston, Texas.

On April 8, 2002, Q Services met with its majority shareholder to discuss
other strategic alternatives and the contemplated merger with Key. The other
alternatives discussed included other potential business combinations that Q
Services could consider and pursue.

On April 10, 2002, Q Services held a board meeting at which representatives
of Lehman Brothers presented an overview of the contemplated transaction for the
purpose of discussing the $265 million enterprise valuation and requesting an
approval by the board of directors for management to proceed with negotiations.
Before the presentation by Lehman Brothers, the board of directors approved the
execution of a letter agreement with Lehman Brothers for advisory services
related to the contemplated merger transaction. Q Services' board of directors
unanimously approved the action to proceed and requested that management update
the board of directors on the status of the negotiations as they progressed.

On April 11, 2002, Key held a board meeting to discuss, among other matters,
Key's acquisition of Q Services. Mr. John made a brief presentation of the
acquisition to the other members of the board at which time representatives of
Lehman Brothers were invited to participate in the discussion. Lehman Brothers
presented an overview of Q Services and an analysis of the business combination
to the board. Lehman Brothers was then excused from the meeting at which time
the board continued their discussion. The meeting concluded with the board
recommending that Key proceed toward a definitive agreement.

On April 17, 2002, Q Services met with the Key due diligence team in
Houston, Texas, to discuss due diligence and transition planning, as well as to
discuss the conceptual organization of the merged entities. Various
representatives of Q Services and Key participated in separate meetings over the
course of several days regarding various aspects of the operations, benefit
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plans and financial statements of the companies.
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On or about April 17, 2002, Key requested their counsel, Porter &
Hedges, L.L.P., begin drafting a definitive merger agreement between Key and Q
Services. At that time, Q Services requested that their counsel, Vinson &
Elkins L.L.P., provide assistance in this matter.

Between April 17, 2002 and May 13, 2002, Key and Q Services and their
respective legal and management teams completed their pre-signing due diligence
efforts and conducted negotiations with respect to the merger agreement,
employment agreements and other ancillary agreements.

On May 9, 2002, Key held a telephonic board meeting in which Mr. John
reviewed the status of negotiations on the definitive agreement with the other
members of the board who unanimously approved the terms of the merger as
outlined by Mr. John. Mr. Loftis delivered to the board members an executive
summary of the transaction and a written consent approving the merger, which was
executed by each board member.

On May 10, 2002, Q Services' board of directors held a special meeting in
Houston, Texas to consider the merger transaction with Key. During the meeting,
Q Services' senior management team presented the proposed transaction and the
terms of the merger agreement to its board of directors. Representatives of
Lehman Brothers presented a summary of its financial analysis related to the
proposed merger and addressed the fairness, from a financial point of view, of
the consideration to be received by the shareholders of Q Services. A
representative of Vinson & Elkins L.L.P. reviewed with the board its fiduciary
duties under applicable law in connection with the proposed transaction. The
board then discussed and reviewed the benefits and the potential risks and
drawbacks of the proposed transaction and asked questions about the proposed
merger. After a significant period of discussion and questions, the board
authorized management to finalize the negotiations with Key, including the
execution of all necessary legal documents and other matters.

On May 13, 2002, a definitive merger agreement was executed between Key and
Q Services.

KEY'S REASONS FOR THE MERGER

Key's board of directors and management believe the merger will benefit Key
and its shareholders because the acquisition:

- will expand its current oilfield trucking and fishing and rental tool
service lines into new geographic markets;

- will add pressure pumping as a new service line;
- will allow Key to expand its existing customer base;
- will increase Key's exposure to the natural gas markets;

- is expected to be immediately accretive to earnings per share and cash
flow per share; and

— will reduce Key's debt-to-capitalization ratio.
Q SERVICES' REASONS FOR THE MERGER

Q Services' board of directors and management believe the merger will
benefit Q Services and its shareholders for the following reasons:
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- the combined company provides a strategic platform for future growth;

— the combined company will have adequate capital sources to facilitate
internal and external growth which will result in an increased ability to
focus on operational growth VS. capital structure;

- the management team of the combined company will benefit from added depth
and industry experience;

- Q Services' shareholders will have the opportunity to participate in the
potential for equity growth in a well-established larger public company
after the merger;
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- the acquisition allows the Q Services shareholders greater liquidity
through access to public markets following the merger; and

— the merger will potentially reduce the risk of Q Services shareholders'
investment after the merger as a result of the combined company having
greater capital resources and being more geographically diversified.

OPINION OF Q SERVICES' FINANCIAL ADVISOR

The following section sets forth a description of Lehman Brothers' fairness
opinion provided to the board of directors of Q Services in connection with the
merger. Key did not obtain a fairness opinion in connection with the merger and
Lehman Brothers' opinion was issued for the benefit of the Q Services common
shareholders only and does not in any manner address the fairness, from a
financial point of view, of the consideration paid by Key in connection with the
merger.

Lehman Brothers acted as Q Services' financial advisor in connection with
the merger. Q Services instructed Lehman Brothers, in its role as financial
advisor, to evaluate the fairness, from a financial point of view, of the
consideration offered to Q Services shareholders in the merger. On May 10, 2002,
Lehman Brothers delivered its oral and written opinion to the Q Services board
of directors that, as of such date and based upon and subject to certain
conditions stated therein, from a financial point of view, the consideration
offered to Q Services shareholders in the merger was fair to such shareholders.

QO Services and Key entered into a transaction pursuant to which

- Q Services will merge with a Key subsidiary and become a wholly-owned
subsidiary of Key; and

— upon effectiveness of the merger, each outstanding share of Q Services
common stock will be converted into the right to receive that number of
shares of Key common stock determined by

- a fraction, the numerator of which shall be $265.0 million less total
liabilities, as reflected on Q Services' estimated balance sheet, the
amount required to redeem the preferred stock at closing, transaction
fees and expenses, and certain severance costs plus total current
assets, as reflected on Q Services' estimated balance sheet, and
deferred tax liability, and the denominator of which is Key's average
share price for the 10 trading days immediately preceding the day
before the closing date; DIVIDED BY

— the total number of shares of Q Services common stock issued and
outstanding as of the closing date.
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Based on Q Services' estimated balance sheet as of March 31, 2002, the
implied equity value for the merger is $193.9 million or $11.83 per Q Services
share. The implied equity value and equity value per share may change based on Q
Services' balance sheet as of the closing date and other terms and conditions as
set forth in the merger agreement. The consideration offered to Q Services by
Key 1s also subject to a collar on the value of the stock it delivers to Q
Services shareholders of $11.00 to $13.00 per Key share. This fixes the number
of Key shares for each share of Q Services common stock based on Key's average
share price for the 10 trading days immediately preceding the day before the
closing date if that price is below $11.00 or above $13.00.

THE FULL TEXT OF THE LEHMAN BROTHERS WRITTEN OPINION, DATED AS OF MAY 10,
2002, WHICH SETS FORTH, AMONG OTHER THINGS, THE ASSUMPTIONS MADE, PROCEDURES
FOLLOWED, MATTERS CONSIDERED AND LIMITATIONS ON THE REVIEW UNDERTAKEN BY LEHMAN
BROTHERS IS ATTACHED TO THIS PROXY STATEMENT/PROSPECTUS AS EXHIBIT B, AND IS
INCORPORATED HEREIN BY REFERENCE. YOU ARE URGED TO READ THIS OPINION CAREFULLY
IN ITS ENTIRETY. THE FOLLOWING IS A SUMMARY OF THE MATERIAL PROVISIONS OF LEHMAN
BROTHERS' OPINION AND IS QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH OPINION.

No limitations were imposed by QO Services on the scope of Lehman Brothers'
investigation or the procedures to be followed by Lehman Brothers in rendering
its opinion. The form and amount of the consideration to be received by O
Services shareholders in the merger was determined through
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arm's-length negotiations between the parties. Lehman Brothers' advisory
services and opinion were provided for the use and benefit of the Q Services
board of directors in connection with its consideration of the merger. Lehman
Brothers' opinion is not intended to be and does not constitute a recommendation
to any Q Services shareholder as to how such shareholder should vote with
respect to the merger. Lehman Brothers was not requested to opine as to, and its
opinion does not address, Q Services' underlying business decision to proceed
with the merger. In addition, Lehman Brothers' opinion does not address the
prices at which shares of Key common stock will actually trade after the merger.

In connection with rendering its opinion, Lehman Brothers reviewed and
analyzed, among other things, the following:

- the merger agreement and the specific terms of the merger;

— publicly available information concerning Key that Lehman Brothers
believed to be relevant to its analysis, including the Annual Report on
Form 10-K for the fiscal year ended June 30, 2001 and Quarterly Reports on
Form 10-Q for the quarters ended September 30, 2001, December 31, 2001 and
March 31, 2002;

— financial and operating information with respect to the business,
operations and prospects of Q Services and Key furnished to Lehman
Brothers by Q Services;

- a trading history of the common stock of Key from April 10, 2001 to
May 10, 2002 and a comparison of that trading history with those of other
companies that Lehman Brothers deemed relevant;

- a comparison of the historical financial results and present financial
condition of each of Q Services and Key with each other and with those of
other companies that Lehman Brothers deemed relevant;

- a comparison of the financial terms of the merger with the financial terms
of certain other recent public and private oil services transactions that
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Lehman Brothers deemed relevant;

- published estimates of third party research analysts with respect to the
future financial performance of Key;

- the pro forma consequences of the merger on the future financial
performance of Key, including the potential synergies and cost savings
expected by managements of Q Services and Key to result from the merger;
and

- Q Services' current ability to fund future capital requirements to support
the growth of Q Services as set forth in Q Services' business plan.

In addition, Lehman Brothers had discussions with the management of Q
Services concerning its business, operations, assets, financial condition and
prospects and undertook such other studies, analyses and investigations as it
deemed appropriate.

In rendering its opinion, Lehman Brothers assumed and relied upon, without
independent verification, the accuracy and completeness of the financial and
other information reviewed by it for the purpose of its opinion and further
relied upon the assurances of management of Q Services and Key that they are not
aware of any facts or circumstances that would make such information inaccurate
or misleading. Lehman Brothers assumed that the financial forecasts have been
reasonably prepared on a basis reflecting the best currently available estimates
and judgments of the management of each of Q Services and Key as to the future
financial performance of Q Services and Key and that each of Q Services and Key
will perform substantially in accordance with such projections. In addition,
Lehman Brothers assumed that the merger would be consummated in accordance with
the terms set forth in the merger agreement; and upon advice of Q Services,
Lehman Brothers assumed that the amounts and timing of the expected synergies
are reasonable and that the expected synergies will be realized substantially in
accordance with such estimates. In arriving at its opinion, Lehman Brothers did
not
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conduct a physical inspection of the properties and facilities of each of Q
Services and Key and did not make or obtain any evaluations or appraisals of the
assets or liabilities of Q Services or Key, nor was Lehman Brothers furnished
with any such appraisals. In addition, the Q Services board of directors did not
authorize Lehman Brothers to solicit, and Lehman Brothers did not solicit any
indications of interest from any third party with respect to the purchase of all
or a part of Q Services' business. Upon advice of Q Services and its legal and
accounting advisors, Lehman Brothers assumed that the merger will qualify as a
reorganization within the meaning of Section 368 (a) of the Internal Revenue Code
of 1986, as amended, and therefore as a tax-free transaction to the shareholders
of Q Services. Lehman Brothers' opinion was necessarily based upon market,
economic and other conditions in effect on, and evaluated as of, May 10, 2002.

In arriving at its opinion, Lehman Brothers made its determination as to the
fairness, from a financial point of view, of the consideration offered to Q
Services' shareholders on the basis of the financial and comparative analyses
described below. The preparation of a fairness opinion involves various
determinations as to the most appropriate and relevant methods of financial and
comparative analysis and the application of those methods to the particular
circumstances. As a result, fairness opinions are not readily susceptible to
summary description. Furthermore, in arriving at its opinion, Lehman Brothers
did not attribute any particular weight to any analysis or factor considered by
it, but rather made qualitative judgments as to the significance and relevance
of each analysis and factor. Accordingly, Lehman Brothers believes that its
analyses must be considered as a whole and that considering any portion of such
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analyses and of the factors considered, without considering all analyses and
factors, could create a misleading or incomplete view of the process underlying
its opinion. In performing its analyses, Lehman Brothers made numerous
assumptions with respect to industry performance, general business and economic
conditions and other matters, many of which are beyond the control of Q Services
or Key. None of Q Services, Key, Lehman Brothers or any other person assumes
responsibility if future results are materially different from those discussed.
Any estimates contained in the analyses are not necessarily indicative of actual
values or predictive of future results or values, which may be significantly
more or less favorable than as set forth therein. In addition, analyses relating
to the value of businesses do not purport to be appraisals or to reflect the
prices at which businesses may actually be sold.

FINANCIAL ANALYSES

The following is a summary of the material financial analyses performed by
Lehman Brothers in connection with providing its oral and written opinion to the
Q Services board of directors. Certain of the summaries of financial analyses
include information presented in tabular format. In order to fully understand
the financial analyses used by Lehman Brothers, the table must be read together
with the text of each summary. The table alone does not constitute a complete
description of the financial and comparative analyses. In particular, in
applying the various valuation methodologies to the particular businesses,
operations and prospects of Q Services and Key and the particular circumstances
of the merger, Lehman Brothers made qualitative judgments as to the significance
and relevance of each analysis. In addition, Lehman Brothers made numerous
assumptions with respect to industry performance, general business and economic
conditions and other matters, many of which are beyond the control of Q Services
and Key. Accordingly, analyses set forth in the table and described below must
be considered as a whole. Considering any portion of such analyses, including
the implied exchange ratios set forth in the table below, and of the factors
considered without considering all analyses, factors and the assumptions
underlying these analyses, could create a misleading or incomplete view of the
process underlying, and conclusions represented by, Lehman Brothers' opinion.
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IMPLIED EXCHANGE RATIO SUMMARY
IMPLIED EXCHANGE
VALUATION METHODOLOGY SUMMARY DESCRIPTION OF VALUATION METHODOLOGY RATIO

Discounted Cash Flow Net present valuation of management 0.784--1.392
Analysis projections of after-tax cash flows using

selected discount rates and terminal value

multiples
Comparable Company Trading Market valuation benchmark based on the 0.777--1.331
Analysis common stock trading multiples of selected

comparable companies

Comparable Acquisitions Market valuation benchmark based on 0.590--1.273
Analysis consideration paid in selected comparable

transactions
Implied Exchange Ratio in 0.994

the Merger (a)

Implied Exchange Ratios 0.910--1.076
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Based on Collar
Range (a) (b)

(a) As calculated under the terms of the merger agreement and based on Q
Services' estimated balance sheet as of March 31, 2002.

(b) The exchange ratio as of the date of Lehman Brothers' analysis which would
prevail, respectively, i1if Key's average share price for the 10 trading days
immediately preceding the day before the closing date is higher than $13.00
or lower than $11.00.

DISCOUNTED CASH FLOW ANALYSIS. Lehman Brothers estimated the present value
of the future after-tax cash flows expected to be generated from Q Services'
operations based on information and projections by Q Services for the years 2002
through 2006, multiples to estimate the terminal value, and discount rates of
13.0% and 15.0% for the low and high ends of the discounted cash flow analysis
range, respectively, assuming a tax rate of 38.0%. The discounted cash flow
analysis performed on Q Services assumes that Q Services operations continue as
a going concern in perpetuity.

Lehman Brothers also estimated the present value of the future after-tax
cash flows expected to be generated from Key's operations based on information
and projections by Key for the years 2002 through 2006, multiples to estimate
the terminal value, and discount rates of 11.0% and 13.0% for the low and high
ends of the discounted cash flow analysis range, respectively, assuming a tax
rate of 38.0%. The discounted cash flow analysis performed on Key assumes that
Key's operations continue as a going concern in perpetuity.

A comparison of the discounted cash flow analyses of Q Services and Key
implies an exchange ratio range of 0.784 to 1.392. The implied exchange ratio in
the merger as of the date of Lehman Brothers' analysis of 0.994 falls within
this range, as does the implied exchange ratios based on the collar range.

COMPARABLE COMPANY TRADING ANALYSIS. With respect to Q Services, Lehman
Brothers reviewed the public stock market trading multiples for selected
oilfield services companies, including, but not limited to, the following:

- Key Energy Services, Inc.;
- 0il States International, Inc.;
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- RPC, Inc.;
— Superior Energy Services, Inc.; and
- W-H Energy Services, Inc.

For each of the selected oilfield services companies, using publicly
available information, Lehman Brothers calculated and analyzed the common equity
market value multiples of certain projected financial criteria based upon
published analyst estimates, such as net income and discretionary cash flow.
Lehman Brothers also calculated and analyzed the adjusted capitalization
multiples of certain projected financial criteria based upon published analyst
estimates, such as EBITDA (earnings before interest, taxes, depreciation and
amortization). The adjusted capitalization of each company was obtained by
adding long-term debt to the sum of the market value of its common equity, the
value of its preferred stock based upon its market value if publicly traded and
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its liquidation value if privately held, and the book value of any minority
interest minus the cash balance. Lehman Brothers then applied reference
multiples to the relevant Q Services financial statistics to arrive at an
indicative comparable company valuation range.

Because of the inherent differences between the businesses, operations and
prospects of Q Services and the companies included in the comparable companies
group, Lehman Brothers believed that it was inappropriate to, and therefore did
not, rely solely on the quantitative results of the analysis. Accordingly,
Lehman Brothers also made qualitative judgments concerning the differences
between the financial and operating characteristics of Q Services and the
companies in the comparable companies group that would affect the equity wvalues
of Q Services and such comparable companies.

With respect to Key, Lehman Brothers reviewed the public stock market
trading multiples for selected land drilling companies, including, but not
limited to, the following:

- Grey Wolf, Inc.;

- Helmerich & Payne, Inc.;

- Nabors Industries, Inc.;

- Patterson-UTI Enerqgy, Inc.;

- Precision Drilling, Inc.; and
- Unit, Inc.

For each of the selected land drilling companies, using publicly available
information, Lehman Brothers calculated and analyzed the common equity market
value multiples of certain projected financial criteria based upon published
analyst estimates, such as net income and discretionary cash flow. Lehman
Brothers also calculated and analyzed the adjusted capitalization multiples of
certain projected financial criteria based upon published analyst estimates,
such as EBITDA. The adjusted capitalization of each company was obtained by
adding long-term debt to the sum of the market value of its common equity, the
value of its preferred stock based upon its market value if publicly traded and
its liquidation value if privately held, and the book value of any minority
interest minus the cash balance. Lehman Brothers then applied reference
multiples to the relevant Key financial statistics to arrive at an indicative
comparable company valuation range.

Because of the inherent differences between the businesses, operations and
prospects of Key and the companies included in the comparable companies group,
Lehman Brothers believed that it was inappropriate to, and therefore did not,
rely solely on the quantitative results of the analysis. Accordingly, Lehman
Brothers also made qualitative judgments concerning the differences between the
financial and operating characteristics of Key and the companies in the
comparable companies group that would affect the equity values of Key and such
comparable companies.
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A comparison of the comparable company trading analyses of Q Services and
Key implies an exchange ratio range of 0.777 to 1.331. The implied exchange
ratio in the merger as of the date of Lehman Brothers' analysis of 0.994 falls
within this range, as does the implied exchange ratios based on the collar
range.

COMPARABLE ACQUISITIONS ANALYSIS. With respect to Q Services, Lehman
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Brothers reviewed certain publicly available information on selected domestic
U.S. and international transactions which were announced from June of 1995 to
February of 2002 including, but not limited to, the following:

- Weatherford International, Inc. / Enterra Corporation;

- BJ Services Company / Nowsco Well Service, Ltd.;

- EVI, Inc. / Weatherford Enterra, Inc.;

- Key Energy Group, Inc. / Dawson Production Services, Inc.;

— Nabors Industries, Inc. / Pool Energy Services Company;

— Precision Drilling Corporation / Plains Energy Services, Ltd.;

— Tuboscope, Inc. / Varco International, Inc.;

- Patterson Energy, Inc. / UTI Energy, Inc.; and

BJ Services Company / OSCA, Inc.

For each transaction, Lehman Brothers calculated enterprise value multiples
based on the EBITDA during the last twelve months period prior to announcement
of the transaction, the one year forward estimated EBITDA at announcement of the
transaction and the two year forward estimated EBITDA at announcement of the
transaction.

Lehman Brothers then applied reference multiples to Q Services'
above-mentioned statistics to arrive at an indicative comparable acquisitions
valuation range.

Because the market conditions, rationale and circumstances surrounding each
of the transactions analyzed were specific to each transaction and because of
the inherent differences between the businesses, operations and prospects of Q
Services and the companies involved in the transactions analyzed, Lehman
Brothers believed that it was inappropriate to, and therefore did not, rely
solely on the quantitative results of the analysis. Accordingly, Lehman Brothers
also made qualitative judgments concerning the differences between the
characteristics of these transactions and the merger that would affect the
enterprise values of Q Services and such other companies.

With respect to Key, Lehman Brothers reviewed certain publicly available
information on selected domestic U.S. and international transactions which were
announced from June of 1995 to February of 2002 including, but not limited to,
the following:

— Weatherford International, Inc. / Enterra Corporation;

- BJ Services Company / Nowsco Well Service, Ltd.;

- EVI, Inc. / Weatherford Enterra, Inc.;

- Key Energy Group, Inc. / Dawson Production Services, Inc.;

— Nabors Industries, Inc. / Pool Energy Services Company;

— Precision Drilling Corporation / Plains Energy Services, Ltd.;

— Tuboscope, Inc. / Varco International, Inc.;

- Patterson Energy, Inc. / UTI Energy, Inc.; and
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- BJ Services Company / OSCA, Inc.

For each transaction, Lehman Brothers calculated enterprise value multiples
based on the EBITDA during the last twelve months period prior to announcement
of the transaction, the one year forward estimated EBITDA at announcement of the
transaction and the two year forward estimated EBITDA at announcement of the
transaction.

Lehman Brothers then applied reference multiples to Key's above-mentioned
statistics to arrive at an indicative comparable acquisitions valuation range.

Because the market conditions, rationale and circumstances surrounding each
of the transactions analyzed were specific to each transaction and because of
the inherent differences between the businesses, operations and prospects of Key
and the companies involved in the transactions analyzed, Lehman Brothers
believed that it was inappropriate to, and therefore did not, rely solely on the
quantitative results of the analysis. Accordingly, Lehman Brothers also made
qualitative judgments concerning the differences between the characteristics of
these transactions and the merger that would affect the enterprise values of Key
and such other companies.

A comparison of the comparable acquisitions analyses of Q Services and Key
implies an exchange ratio range of 0.590 to 1.273. The implied exchange ratio in
the merger as of the date of Lehman Brothers' analysis of 0.994 falls within
this range, as does the implied exchange ratio based on the collar range.

PRO FORMA MERGER CONSEQUENCES ANALYSIS

Lehman Brothers analyzed the pro forma impact of the merger on Key's
projected earnings per share and discretionary cash flow per share. Projected
net income and discretionary cash flow for calendar years 2002 and 2003 were
based on management projections. Lehman Brothers compared the earnings and
discretionary cash flow of Key on a standalone basis to the earnings and
discretionary cash flow attributable to pro forma Key. The analysis indicated
that the merger will be accretive to Key's net income and discretionary cash
flow per share in 2002 and 2003.

ABOUT LEHMAN BROTHERS

Lehman Brothers is an internationally recognized investment banking and
advisory firm. Lehman Brothers, as part of its investment banking and financial
advisory business, is continuously engaged in, among other things, the valuation
of businesses and their securities in connection with mergers and acquisitions,
negotiated underwritings, competitive bids, secondary distributions of listed
and unlisted securities, private placements and valuations for corporate and
other purposes. The Q Services board of directors selected Lehman Brothers
because of its expertise, reputation and familiarity with Q Services in
particular and the oilfield service industry in general and because its
investment banking professionals have substantial experience in transactions
comparable to the merger.

Pursuant to the terms of an engagement letter dated March 7, 2002, between
Lehman Brothers and Q Services, Q Services agreed to pay Lehman Brothers a
customary fee at the closing of the transaction. Q Services also agreed to
reimburse Lehman Brothers for its reasonable expenses incurred in connection
with its engagement, and to indemnify Lehman Brothers and certain related
persons against certain liabilities and expenses in connection with its
engagement. Lehman Brothers has previously rendered financial advisory and
investment banking services to Q Services and Key for which it has received
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customary compensation.
RESALE OF KEY COMMON STOCK; REGISTRATION UNDER THE SECURITIES ACT

The issuance of the shares of Key common stock to holders of Q Services
common stock in the merger will be registered under the Securities Act. Upon
issuance, these shares may be traded freely
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and without registration by those shareholders not deemed to be "affiliates" of
Q Services as that term is defined for purposes of Rule 145 under the Securities
Act. An affiliate of Q Services for this purpose is a person or entity that
directly or indirectly, through one or more intermediaries, controls, is
controlled by or is under common control with Q Services. Any subsequent
transfer by an affiliate of Q Services must be permitted by the resale
provisions of Rule 145 or Rule 144 promulgated under the Securities Act in the
case of any person who became an affiliate of Key in the merger. Subject to
black—-out periods, this proxy statement/prospectus may be used by affiliates to
resell their Key shares without regard to the restrictions on resale imposed by
Rule 145 or Rule 144.

In the merger agreement, Key has agreed to take commercially reasonable
actions requested by a broker-dealer effecting block sales under this proxy
statement/prospectus of the Key common stock on behalf of an affiliate,
consistent with customary practice for transactions of this type. Key also has
agreed, with certain exceptions, not to issue any shares of Key common stock for
60 days following the effective date of the merger.

INTERESTS OF CERTAIN PERSONS IN THE MERGER; CONFLICTS OF INTEREST

In considering the recommendation of the Q Services board of directors in
favor of the merger, Q Services' shareholders should be aware that certain of Q
Services' directors and executive officers have interests in the merger that are
different from or in addition to the interests of other Q Services shareholders.

EMPLOYMENT AGREEMENTS. In connection with the merger agreement, Key will
enter into an employment agreement with each of Craig M. Johnson, the president
of Q Services, and David S. Schorlemer, chief financial officer of Q Services.
Pursuant to these agreements, these individuals are entitled to various
benefits, including, an annual base salary and discretionary cash bonuses,
participation in Key's stock option plan, reimbursement of certain expenses,
guaranteed vacation, and other fringe benefits, such as medical, life and
disability insurance, retirement plans, and a vehicle allowance. Several
officers and directors of Q Services, including Messrs. Johnson and Schorlemer,
will receive substantial severance benefits upon consummation of the merger, and
some of those persons will remain employees of Q Services or Key after the
merger. Messrs. Johnson and Schorlemer will, collectively, receive severance
payments of approximately $1,152,000 from Q Services upon consummation of the
merger due to the change in control and change of duties of Messrs. Johnson and
Schorlemer resulting from the merger. Messrs. Johnson and Schorlemer will be
entitled to additional severance benefits from Key if their employment with Key
should be terminated under certain circumstances.

CONSULTING AND NON-COMPETITION AGREEMENT. In connection with the merger
agreement, Key will enter into a consulting and non-competition agreement with
David M. Johnson, chairman and chief executive officer of Q Services. Pursuant
to the agreement, for a period of two years after the effective date of the
merger, Mr. Johnson will be paid $150,000 per year and receive medical benefits
and office support in exchange for certain noncompetition obligations to be set
forth in the agreement. Since Mr. Johnson's employment agreement with
Q Services will not continue beyond the merger, Mr. Johnson will receive
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severance payments in the approximate amount of $450,000 from Q Services upon
consummation of the merger.

ACCELERATION OF STOCK OPTIONS. Officers and directors of Q Services who own
Q Services common stock will participate in the merger on the same terms and
conditions as Q Services' other shareholders. Many members of Q Services'
management and directors, however, have a substantial number of options to
purchase Q Services common stock. Under the terms of the option agreements, the
vesting of those options will accelerate as a result of the merger. All
outstanding options will either be converted into cash or will be exercised
before the merger for Q Services common stock and converted into Key common
stock in the merger. Therefore, holders of options to purchase Q Services
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common stock will receive immediate financial benefits as a result of the merger
that they would not receive if the merger were not occurring.

INDEMNIFICATION. The merger agreement provides that the surviving
corporation will continue to indemnify each person who is or was a director or
an executive officer of Q Services before the merger pursuant to any
indemnification provision contained in Q Services' articles of incorporation or
bylaws, each as in effect on the date of the merger agreement. In addition, the
merger agreement provides that the surviving corporation will, for a period of
not less than three years, maintain directors' and officers' liability insurance
covering Q Services' directors and executive officers that are currently covered
by Q Services directors' and officers' liability insurance policy on terms that
are not materially different.

CERTAIN UNITED STATES FEDERAL INCOME TAX CONSEQUENCES

The following is a summary of the material federal income tax consequences
of the merger to the holders of Q Services common stock, preferred stock, cash
out warrants or cash out options. This summary is based in part on the opinion
of Porter & Hedges, L.L.P., counsel to Key, described below to the effect that
the merger will qualify as a reorganization under Section 368 (a) of the Internal
Revenue Code of 1986, as amended. This summary is based upon current provisions
of the Code, existing regulations under the Code and current administrative
rulings and court decisions, all of which are subject to change. No attempt has
been made to comment on all federal income tax consequences of the merger that
may be relevant to particular holders, including holders that are subject to
special tax rules, including the following:

- dealers in securities;

- foreign persons;

- mutual funds;

- insurance companies;

- tax-exempt entities; and

- holders who do not hold their shares as capital assets.

Holders of Q Services common stock, preferred stock, cash out warrants or
cash out options are advised and expected to consult their own tax advisors
regarding the federal income tax consequences of the merger in light of their
personal circumstances and the consequences under applicable state, local and

foreign tax laws.

Porter & Hedges, L.L.P. has provided to Key an opinion to the effect that
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the merger will be treated for federal income tax purposes as a reorganization
qualifying under Section 368 (a) and Section 368(a) (2) (E) of the Code. This
opinion is based upon:

- the merger agreement;

— facts set forth in this proxy statement/prospectus;

— certificates of officers of Key, Key Merger Sub and Q Services;
- current provisions of the Code;

- existing regulations under the Code;

- current administrative rulings of the Internal Revenue Service;
- court decisions; and

- the assumption that the transactions contemplated by the merger agreement
will be carried out strictly in accordance with the terms of the merger
agreement.
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This opinion is not binding on the IRS and no assurance can be given that
the IRS will not adopt a contrary position or that a court would not sustain a
contrary position. The opinion of Porter & Hedges, L.L.P. to Key has been filed
as an exhibit to the post-effective amendment to the registration statement of
which this proxy statement/prospectus is a part. Except to the extent that a
holder makes arrangements with its personal tax advisor, none of the holders of
Q Services common stock, preferred stock, cash out warrants or cash out options
will receive or be provided with an opinion regarding the federal income or
other tax consequences of the merger.

Assuming the merger is treated as a reorganization within the meaning of
Section 368 (a) of the Code:

- no gain or loss will be recognized by a Q Services common shareholder upon
the receipt of Key common stock in exchange for Q Services common stock
except with respect to cash, if any, received in respect of a Key
adjustment payment;

- the aggregate tax basis of the shares of Key common stock received by a O
Services common shareholder in the merger will be the same as the
aggregate tax basis of the shares of Q Services common stock surrendered
in exchange therefor minus the amount of any cash received and plus any
gain recognized by such shareholder on the exchange;

— the holding period of the shares of Key common stock received by a Q
Services common shareholder in the merger will include the holding period
of the shares of Q Services common stock surrendered in exchange, provided
that the shares of Q Services common stock are held as capital assets at
the effective date of the merger;

— holders of Q Services preferred stock will recognize gain or loss equal to
the difference, if any, between the shareholders' tax basis in the Q
Services preferred stock and the amount of cash received therefor. The
gain or loss will be capital gain or loss if the preferred stock is held
by the stockholder as a capital asset at the effective date of the merger.
In the case of an individual, the tax rate applicable to the capital gain
or loss will depend on the holding period for the preferred stock as of
that time;
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— holders of Q Services preferred stock will recognize ordinary income equal
to the amount of cash received as accrued dividends on such preferred
stock;

— holders of Q Services cash out warrants will recognize gain or loss equal
to the difference, if any, between the warrant holders' tax basis in the Q
Services cash out warrants and the amount of cash received therefor. The
gain or loss will be capital gain or loss 1f the warrants are held by the
holder as a capital asset at the effective date of the merger. In the case
of an individual, the tax rate applicable to the capital gain or loss will
depend on the holding period for the cash out warrants as of that time;

— holders of Q Services cash out options who receive cash in exchange for
the cancellation of such cash out options will recognize ordinary
compensation income equal to the amount of cash received and such income
will be subject to withholding of tax; and

— a holder of Q Services common stock who receives cash in respect of any
adjustment payment made by Key will recognize taxable gain if the fair
market value of the Key common stock plus cash received exceeds the
holder's tax basis in the Q Services common stock exchanged therefor. Any
such gain will be limited to the amount of cash received. The gain will be
capital gain if the Key common stock is held by the shareholder as a
capital asset at the effective date of the merger. In the case of an
individual, the tax rate applicable to the capital gain will depend on the
holding period of the Q Services stock as of that time.
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ACCOUNTING TREATMENT

The merger will be accounted for as a purchase business combination for
financial reporting and accounting purposes under generally accepted accounting
principles. Under the purchase method of accounting, the purchase price paid by
Key for Q Services (including indirect costs of the merger) will be allocated to
the identifiable assets and liabilities of Q Services based upon the fair value
of Q Services identifiable assets and liabilities as of the effective date of
the merger, with the excess of the purchase price over the fair value of net
identifiable assets being allocated to goodwill. After consummation of the
merger, the financial condition and results of operations of Q Services will be
included (but not separately reported) in the consolidated financial position
and results of operations of Key.

GOVERNMENT AND REGULATORY APPROVALS

The merger is subject to the Hart-Scott-Rodino Antitrust Improvements Act of
1976, which requires prior notice to the United States Federal Trade Commission
and the Department of Justice of certain mergers before the consummation of the
merger to allow the FTC and the DOJ an opportunity to review the proposed merger
and, if deemed necessary, to oppose it for any anti-competitive effect.
Following notification, the parties are subject to a waiting period of a minimum
of 30 days during which the FTC and the DOJ review the proposed merger and may
request additional information. Key and Q Services filed all required
notifications with the FTC and the DOJ on June , 2002.

Neither Key nor Q Services is aware of any other material governmental or
regulatory approval required for completion of the merger.

DISSENTERS' RIGHTS

If the merger is consummated, shareholders of Q Services who did not vote in
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favor of the merger will have certain rights to dissent and demand the appraisal
of and payment in cash for the fair value of their shares of Q Services common
stock pursuant to the Texas Business Corporation Act. Under the TBCA, these
rights, if the statutory procedures are complied with, could lead to a judicial
determination of the fair value, which will be the value as of the day
immediately preceding the special meeting (excluding any depreciation or
appreciation in anticipation of the merger), required to be paid in cash to the
dissenting holders for their shares of Q Services common stock. The value so
determined could be more or less than the merger consideration pursuant to the
merger agreement.

Any shareholder contemplating the exercise of appraisal rights is urged to
review carefully the provisions of Articles 5.12 and 5.13 of the TBCA (copies of
which is attached as Exhibit C to this proxy statement/prospectus), particularly
with respect to the procedural steps required to perfect the right of appraisal.
If the right of appraisal is lost due to the shareholder's failure to comply
with the procedural requirements of Articles 5.12 and 5.13 of the TBCA, the
shareholder will receive the consideration without interest for each share owned
as of the effective date of the merger. Set forth below is a summary of the
procedures relating to the exercise of the right of appraisal, which should be
read in conjunction with the full text of Articles 5.12 and 5.13 of the TBCA.

Article 5.12 of the TBCA provides that a shareholder wishing to exercise its
rights for appraisal with respect to the merger must file, before the special
meeting, a written objection to the merger stating that the shareholder's right
to dissent will be exercised if the merger becomes effective and giving the
shareholder's address, to which notice of the approval of the merger will be
delivered or mailed in such event. If the merger is effected and the shareholder
did not vote in favor of the merger, Key will, within ten days after the
closing, deliver or mail to the shareholder written notice that the merger has
been effected. To exercise the right of appraisal, a shareholder must, within
ten days from the delivery or mailing of the notice from Key make a written
demand on Key for payment of the fair value of the shareholder's shares of
QO Services common stock. The demand must state the number of
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shares of Q Services common stock owned by such shareholder, and the
shareholder's estimate of the fair value of such shares of Q Services common
stock. Any shareholder failing to make the demand within the ten-day period will
be bound by the merger.

The demand should be executed by or for the shareholder of record, fully and
correctly, as the shareholder's name appears on the certificate(s) formerly
representing the shares of Q Services common stock. If shares of Q Services
common stock are owned of record in a fiduciary capacity, such as by a trustee,
guardian or custodian, execution of the demand should be made in the appropriate
capacity. If shares of Q Services common stock are owned of record by more than
one person, as in a joint tenancy or tenancy in common, the demand should be
executed by or for all joint owners. Any shareholder who has made a demand may
withdraw the demand at any time before payment for the shares of Q Services
common stock is made or before any petition asking for a determination of the
fair value of the shares of Q Services common stock is filed.

Within 20 days after making a demand, the shareholder must submit the
certificates representing the shares of Q Services common stock to Key for
notation thereon that a demand has been made. The failure of a shareholder to
submit the certificates will terminate the shareholder's rights of appraisal.

Within 20 days after receipt of a demand, Key must deliver or mail to the
shareholder a written notice that either:
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— accepts the amount claimed in the demand and agrees to pay such amount
within 90 days after the closing upon the surrender of the duly endorsed
certificates formerly representing such shareholder's shares of Q Services
common stock; or

- contains an estimate by Key of the fair value of the shares of Q Services
common stock together with an offer to pay such amount within 90 days
after the closing.

If Key responds to the demand with an estimate of the fair value of the
shares of Q Services common stock and the shareholder wishes to accept Key's
estimate, Key must receive written notice from the shareholder accepting such
estimate within 60 days after the shareholder receives the estimate from Key and
surrendering the duly endorsed certificates formerly representing such
shareholder's shares of Q Services common stock. If, within 60 days after the
closing, the value of the shares of Q Services common stock is agreed upon
between the shareholder and Key, payment for the shares of Q Services common
stock will be made within 90 days after the closing and upon surrender of the
certificates duly endorsed. Upon payment of the agreed value, the shareholder
will cease to have any interest in the shares of Q Services common stock or Q
Services.

If, within the period of 60 days after the closing, the shareholder and Key
do not agree on the fair value of the shares of Q Services common stock, then
the shareholder or Key may, within 60 days following the expiration of such
60 day period, file a petition in any court of competent jurisdiction in the
county in which the principal office of Key is located, to obtain a judicial
finding and determination of the fair value of the shareholder's shares of Q
Services common stock. Upon filing the petition, the shareholder must serve Key
with a copy of such petition. Within 10 days after being served with a copy of
the petition, Key must file with the court a list of the names and addresses of
shareholders who have demanded payment for their shares of Q Services common
stock and with whom agreements as to the value of their shares have not been
reached. If the petition is filed by Key, the petition must contain such a list.
All shareholders will be notified by registered mail as to the time and place of
the hearing of the petition. All shareholders so notified and Key will then be
bound by the final judgement of the court. After the hearing of the petition,
the court will determine the shareholders who have complied with the provisions
of Article 5.12 and appoint one or more qualified appraisers who will determine
the fair value of the shares of Q Services common stock and will file a report
of that value with the clerk of the court. Each party will have reasonable
opportunity to submit to the appraisers pertinent evidence
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as to the value of the shares of Q Services common stock. Either party may make
exceptions to the appraiser's report. The court will then determine the fair
value of the shares of Q Services common stock and will direct Key, upon receipt
of the duly endorsed certificates formerly representing such shares of Q
Services common stock, to pay the value together with interest thereon beginning
on the 91st day after the closing to the date of the judgment to such
shareholders entitled to payment. Upon payment of the judgment, the dissenting
shareholders will cease to have any interest in the shares of Q Services common
stock or Q Services.

CERTAIN OTHER EFFECTS OF THE MERGER

Q Services is a Texas corporation and Key is a Maryland corporation. The
rights of Q Services' shareholders who receive Key common stock in the merger
will be governed by Maryland law and also by the articles of incorporation and
bylaws of Key. The rights of Q Services' shareholders under Maryland law and
under Key's articles of incorporation and bylaws will differ in certain respects
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from their current rights under Texas law and Q Services' articles of
incorporation and bylaws. See "Comparison of Rights of Shareholders of Key and Q
Services" beginning on page 69.

RECOMMENDATION OF THE BOARD OF DIRECTORS OF Q SERVICES

The board of directors of Q Services has determined that the merger and the
transactions contemplated by the merger agreement are advisable and fair to and
in the best interest of its common shareholders. The board of directors of Q
Services unanimously recommends that its common and preferred shareholders vote
"FOR" the merger and the merger agreement.

VOTE REQUIRED

Approval of the merger requires the affirmative vote of two-thirds of the
issued and outstanding Q Services common stock, series A preferred stock and
series B preferred stock, voting as a single class.

Each holder of Q Services common stock is entitled to one vote per share of
Q Services common stock held by such holder. Each holder of Q Services series A
preferred stock or series B preferred stock is entitled to the number of votes
determined by dividing the number of shares of series A preferred stock or
series B preferred stock held by the holder by ten. Any fractional votes are
adjusted up or down as follows: a holder of ten shares of series A preferred
stock or series B preferred stock is entitled to one vote, a holder of 15 shares
of series A preferred stock or series B preferred stock is entitled to one vote
and a holder of 16 shares of Q Services series A preferred stock or series B
preferred stock is entitled to two votes.

Shareholders of Q Services owning an aggregate of approximately 73% of the
combined voting power of Q Services issued and outstanding common stock,
series A preferred stock and series B preferred stock have agreed to vote all
their shares in favor of the merger agreement. Consequently, approval of the
merger agreement by Q Services common and preferred shareholders is assured.
However, because there are other conditions to closing that have not yet been
fulfilled, closing of the merger is not assured.

The officers and directors of Q Services beneficially own approximately
12,965,080 shares of Q Services common stock and no shares of preferred stock.
No shares of common or preferred stock of Q Services are owned by any director
or officer of Key.
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THE MERGER AGREEMENT

This section of the proxy statement/prospectus describes certain aspects of
the merger, including the material provisions of the merger agreement and
certain additional agreements being entered into in connection with the merger.
The following summary of the material terms and provisions of the merger
agreement is qualified in its entirety by reference to the merger agreement. The
merger agreement, as amended is attached as Exhibit A to this proxy
statement/prospectus and is incorporated herein by reference. You are encouraged
to read the merger agreement in its entirety for a more complete description of
the merger.

THE MERGER

GENERAL STRUCTURE OF THE MERGER. On May 13, 2002, Key, Merger Sub and Q
Services entered into a Plan and Agreement of Merger pursuant to which Merger
Sub would be merged into Q Services with Q Services being the surviving
corporation. The merger agreement was later amended by the parties on May 30,
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2002. Upon consummation of the merger, all common shareholders of Q Services
will become holders of Key common stock and Q Services will be a wholly-owned
subsidiary of Key. The merger will be effective when Key, Merger Sub and Q
Services file articles of merger with the Secretary of State of Texas.

At the effective date of the merger, all shares of Q Services common stock
will automatically be cancelled and will cease to exist. At that time, each
holder of a certificate representing shares of Q Services common stock (other
than shares as to which dissenters' rights to appraisal have been perfected)
will cease to have any rights as a shareholder except the right to receive Key
common stock in the merger. Holders who exercise and perfect dissenters' rights
will be paid cash in an amount determined as described in "The
Merger—-Dissenters' Rights" on page 39 and will not receive a portion of the
merger consideration.

In connection with the merger:

- all issued and outstanding shares of Q Services common stock will be
converted into Key common stock as described below;

— all shares of Q Services series A and series B preferred stock will be
redeemed immediately before the effective date of the merger through the
issuance of a non-interest bearing promissory redemption note to each such
holder, with the redemption notes being paid in cash on the effective date
of the merger;

- certain options to receive Q Services common stock will be designated as
"cash out options." Each cash out option will be surrendered to Q Services
immediately before the effective date of the merger in exchange for a
non-interest bearing promissory option note to each holder of a cash out
option. Each option note will be in a principal amount equal to the cash
value related to the option less any applicable withholding obligations.
Option notes will be paid in cash on the effective date of the merger;

- options other than the cash out options will be amended to allow a
cashless exercise and will be exercised for Q Services common stock
immediately before the effective date of the merger. The Q Services common
stock issued with respect to these options will be converted into Key
common stock (less any applicable withholding obligations) pursuant to the
merger;

- certain warrants to receive Q Services common stock will be designated as
"cash out warrants." Each cash out warrant will be surrendered to Q
Services immediately before the effective date of the merger in exchange
for a non-interest bearing promissory warrant note to each holder of a
cash out warrant. Each warrant note will be in a principal amount equal to
the cash value
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related to the warrant less any applicable withholding obligations.
Warrant notes will be paid in cash on the effective date of the merger;
and

- warrants other than the cash out warrants will be amended to allow a
cashless exercise and will be exercised for Q Services common stock
immediately before the effective date of the merger. The Q Services common
stock issued with respect to these warrants will be converted into Key
common stock (less applicable withholding obligations) pursuant to the
merger.

A more complete description of the conversion of Q Services common stock
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into Key common stock, the redemption of the Q Services series A and series B

preferred stock and the treatment of options and warrants to purchase Q Services

common stock is set forth below.

CALCULATION OF PURCHASE PRICE. The aggregate merger consideration for the
outstanding shares of Q Services common stock is $265.0 million:

- LESS "total liabilities" as recorded on the Q Services balance sheet,
including all of Q Services' transaction costs associated with the merger
and related expenses, but excluding "deferred income tax liability, net";
and

- LESS the aggregate principal amount of the promissory notes issued in
connection with the redemption of Q Services series A and series B
preferred stock (approximately $7,460,000);

— PLUS the amount of Q Services' total current assets.

The "total liabilities" will include, among other things, approximately
$1,600,000 of severance payments to executive officers and approximately
$3,500,000 of transaction costs, including finder's fees.

MERGER CONSIDERATION. The merger consideration to be received for each
share of Q Services common stock will be that number of Key shares equal to the

result determined by:

— DIVIDING the sum of the aggregate merger consideration plus the total

proceeds that would be received by Q Services upon exercise of all options

and warrants assuming all options and warrants are exercised for cash
immediately before the effective date of the merger, and not taking into
account any cashless exercise effected in connection with the merger;

— BY the Key share price, which is the average of the closing prices of the
Key common stock on the New York Stock Exchange over the ten trading days

ending on the day immediately before the effective date of the merger, but

in any event, not less than $11.00 nor greater than $13.00 per share; and

— DIVIDING the results of that calculation by the number of fully-diluted Q
Services shares outstanding.

The aggregate merger consideration to be received by each holder of Q
Services common stock will be equal to the result obtained by:

— MULTIPLYING the merger consideration as calculated above;

— BY the number of shares of Q Services common stock owned by such holder of

Q Services common stock.

Since the calculation of the number of shares of Key common stock issuable
in exchange for each share of Q Services common stock is subject to several
variables (including a post-closing adjustment), as of the date of this proxy
statement/prospectus, it is not possible to calculate the number of shares of
Key common stock that each Q Services shareholder will receive in the merger.
However, assuming the Q Services balance sheet used to calculate the merger
consideration is identical to the Q Services March 31, 2002 balance sheet
included elsewhere in this proxy statement/prospectus, approximately 1.0723
shares and approximately 0.9073 shares of Key common stock would be issuable in
exchange for
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each share of Q Services common stock assuming the Key share price of $11.00 or
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lower and $13.00 or higher, respectively.

TREATMENT OF Q SERVICES PREFERRED STOCK. The merger agreement provides that
immediately before the effective date of the merger, each issued and outstanding
share of Q Services series A and series B preferred stock will be redeemed in
accordance with their certificates of designation. In connection with that
redemption, immediately before the effective date of the merger, Q Services will
issue a non-interest bearing promissory note to each holder of issued and
outstanding shares of Q Services series A and series B preferred stock in the
amount required to effect redemption in accordance with their respective
certificates of designation (or in accordance with agreements with holders of Q
Services series A or series B preferred stock). Upon the issuance of the
redemption notes, all shares of series A and series B preferred stock shall be
redeemed, cancelled and cease to exist. The aggregate principal amount of the
redemption notes will equal:

- the stated value of the outstanding shares of series A and series B
preferred stock;

— PLUS accrued dividends payable in accordance with the respective
certificates of designation of the series A and series B preferred stock
through the date of redemption.

On the effective date of the merger, the redemption notes will be paid in
cash to each holder of those notes.

TREATMENT OF Q SERVICES STOCK OPTIONS. The merger agreement provides that
as one of Key's conditions to closing, all issued and outstanding options to
purchase Q Services' common stock must be exercised or cancelled before the
effective date of the merger. Certain options may be classified as "cash out
options" that will be paid out in cash on the effective date of the merger. The
aggregate amount of cash to be paid for the cash out options may not exceed
$1,000,000. The cash out options will be amended to allow the holder to be
issued a note in the principal amount equal to the "option payout" with respect
to the option. The option payout is the dollar amount to be paid with respect to
an option calculated as:

— the number of shares of Q Services common stock subject to the option
MULTIPLIED BY,

- the "option spread," which is an amount equal to the "effective price per
share" of the option less the exercise price of the option.

Upon issuance and delivery of the option notes (less any applicable
withholding obligations) to the holders of the cash out options, Q Services will
cancel the cash out options and they will cease to exist. On the effective date
of the merger, the option notes will be paid in cash subject to the purchase
price holdback described below.

Options that are not cash out options will be amended to provide for
cashless exercise, and the Q Services common stock issued upon exercise of those
options will be converted into Key common stock (less any applicable withholding
obligations) in the merger.

TREATMENT OF WARRANTS. The merger agreement provides that as one of Key's
conditions to closing, all issued and outstanding warrants to purchase Q
Services common stock must be exercised before the effective date of the merger.
Certain warrants may be classified as "cash out warrants" that will be
surrendered to Q Services immediately before the effective date in exchange for
a "warrant payout." The aggregate amount of cash to be paid for the cash out
warrants may not exceed $500,000.
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A warrant payout means the dollar amount to be paid with respect to each
warrant calculated as:

- the number of shares of Q Services common stock the holder would have been
entitled to receive had the holder exercised the warrant MULTIPLIED BY,
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- the "warrant spread," which is the amount equal to the "effective price
per share" of the warrant less the exercise price of the warrant.

Upon surrender of a cash out warrant, Q Services will issue a non-interest
bearing promissory warrant note in a principal amount equal to the warrant
payout less any applicable withholding obligations. Upon issuance and delivery
of the warrant notes to the holders of the cash out warrants, the cash out
warrants will be canceled and cease to exist. On the effective date of the
merger, the warrant notes will be paid in cash subject to the purchase price
holdback provisions described below.

Warrants that are not cashout warrants will be amended to provide for
cashless exercise. Warrants exercised pursuant to the cashless exercise will
result in the issuance of Q Services common stock that will be converted into
Key common stock in the merger.

PURCHASE PRICE HOLDBACK. Because of the post-closing balance sheet
adjustments, the number of shares of Key common stock issuable in the merger
cannot be determined with precision on the effective date of the merger.
Therefore, 5% of the Key shares and cash payable as merger consideration payable
to Q Services' shareholders and to holders of options and warrants to purchase Q
Services common stock on the effective date will be held back by Key. The
escrowed shares and escrowed cash will be used to satisfy the adjustments to the
purchase price based on differences between the estimated and final balance
sheets of Q Services.

PURCHASE PRICE ADJUSTMENT PAYMENT. The calculation of the purchase price to
be paid at closing will be determined using an estimated balance sheet delivered
by Q Services at closing. After closing, Key and a Q Services representative
will agree on a "final balance sheet." The final balance sheet will be used to
determine the final merger consideration to be paid to:

- the holders of Q Services common stock;
- the holders of cash out options; and
- the holders of cash out warrants.

If the final merger consideration determined using the final balance sheet
EQUALS the merger consideration payable at closing:

- the holders of the Q Services common stock will be entitled to receive
from Key all of the escrowed shares in accordance with their PRO RATA
ownership of Q Services common stock; and

— the holders of cash out options and cash out warrants will be entitled to
receive the escrowed cash in accordance with their respective option notes
or warrant notes, as the case may be.

If the final merger consideration determined using the final balance sheet

EXCEEDS the merger consideration payable at closing, in addition to receiving

the escrowed consideration:

- the holders of the Q Services common stock will be entitled to receive
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from Key the difference between that holder's aggregate final merger
consideration and that holder's aggregate merger consideration already
received; and

— the holders of cash out options and cash out warrants will be entitled to
receive from Key the difference between the holder's final option or
warrant payout and the holder's option payout and warrant payout already
received.

The difference between the final merger consideration and merger
consideration payable at closing will be paid by Key in either cash or
additional shares of Key common stock.
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If the final merger consideration determined using the final balance sheet
IS LESS THAN the merger consideration payable at closing and the amount of the
deficiency is less than the aggregate value of the escrowed consideration, then
Key will:

- deduct from the escrowed cash for each noteholder the difference between
the holder's final option payout or final warrant payout and the holder's
option payout or warrant payout already received;

— deduct from the escrowed shares the number of shares of Key common stock
equal to the Q Services adjustment payment (less the amount of escrowed
cash divided by the Key share price); and

— distribute the balance, if any, of the escrowed consideration to the
holders of Q Services common stock, cash out options and cash out
warrants.

If the final merger consideration determined using the final balance sheet
IS LESS THAN the merger consideration payable at closing and the amount of the
deficiency is greater than the aggregate value of the escrowed consideration:

- Key will retain the escrowed consideration;

— the holders of the Q Services common stock will pay Key the difference
between that holder's aggregate final merger consideration and that
holder's aggregate merger consideration already received (after giving
effect to the escrowed consideration); and

— the holders of cash out options and cash out warrants will pay Key the
difference between the holder's final option or warrant payout and the
holder's option payout and warrant payout already received (after giving
effect to the escrowed consideration).

The deficiency payable by the holders of Q Services common stock, cash out
options and cash out warrants may be paid, at such holder's option, by tendering
shares of Key common stock already received or paying cash.

FRACTIONAL SHARES. Key will not issue any fractional shares in the merger.
If the number of shares of Key common stock issuable to a holder of Q Services
common stock pursuant to the merger agreement results in a fractional share,
then the number of shares of Key common stock issuable to such holder will be
rounded up to the next whole number.

EXCHANGE OF CERTIFICATES. Before the effective date of the merger, Key will
designate a paying agent and will make available to the paying agent shares of
Key common stock in amounts and at the times necessary for the payment of the
merger consideration on surrender of certificates representing Q Services common
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stock. As soon as reasonably practical after the effective date of the merger,
but in any event within five days following the effective date, the paying agent
will mail to each holder of record of a certificate of Q Services common stock a
letter of transmittal and instructions for use by surrendering holders of Q
Services common stock to exchange the Q Services common stock certificates for
certificates representing that number of shares of Key common stock, reduced by
the number of shares that will be withheld as part of the escrow fund described
above. You should not surrender your Q Services stock certificates for exchange
until you receive the letter of transmittal and instructions. At and after the
merger and until so surrendered, the Q Services stock certificates will
represent only the right to receive the merger consideration.

If any Q Services stock certificate is lost, stolen or destroyed, a Q
Services shareholder must provide an appropriate affidavit of that fact. Key may
require a Q Services shareholder to deliver a bond in a reasonable amount as
indemnity against any claim that may be made against Key with respect to any
lost, stolen or destroyed certificate.
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REPRESENTATIONS AND WARRANTIES OF Q SERVICES. The merger agreement includes

customary representations and warranties by Q Services to Key, including

representations and warranties as to:

- due and valid corporate organization, good standing and authority to do
business in all jurisdictions in which Q Services conducts business;

- capitalization of Q Services;

— the authorization, execution, delivery and enforceability of the merger
agreement and certain other agreements contemplated by the merger
agreement and related matters;

— the identity of all Q Services common and preferred shareholders and the
identity of each holder of options or warrants to purchase Q Services

common stock;

— the identity of all Q Services subsidiaries and Q Services ownership of
those subsidiaries;

- Q Services' financial statements;

- the absence of certain changes in Q Services' business since March 31,
2002;

- the filing of all tax returns, the payment of all taxes due and other tax
matters;

— intellectual property matters;

- title to and condition of assets;

- contracts of Q Services and its subsidiaries;

— possession of necessary licenses and permits to conduct business;
- pending or threatened litigation;

- environmental matters;

- compliance with applicable laws;
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- Q Services' employee benefit plans and other related matters;

- operation of saltwater disposal wells;

- regulatory matters relating to the merger;

- Q Services' title to the properties it leases and owns;

- insurance matters;

- compliance with the rules and regulations of the United States Department
of Transportation and any applicable state department of transportation;
and

— broker's and finder's fees in connection with the merger.

None of the representations or warranties of Q Services to Key survive the
closing of the merger.

REPRESENTATIONS AND WARRANTIES OF KEY. The merger agreement also contains
customary representations and warranties by Key to Q Services, including

representations and warranties as to:

- due and valid corporate organization, good standing and authority of Key
to do business in all jurisdictions in which Key conducts business;

- regulatory matters relating to the merger;
- capitalization of Key;

— the authorization, execution, delivery and enforceability of the merger
agreement by Key;

- effectiveness of the registration statement of which this proxy
statement/prospectus forms a part;

- the authorization and wvalidity of shares of Key common stock to be issued
pursuant to the merger agreement;

- absence of certain changes in Key's business since March 31, 2002; and
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— broker's and finder's fees in connection with the merger.

None of the representations and warranties of Key to Q Services survive the
closing of the merger.

AGREEMENTS OF KEY AND Q SERVICES. Each of Key and Q Services has agreed
that from the date of the merger agreement until the effective date of the

merger, other than contemplated by the merger agreement, it will:

— operate its business only in the usual, regular and ordinary manner and
preserve its business as it currently is being operated;

— maintain its properties in customary repair and condition, reasonable wear
and tear excepted;

- maintain its books of account and records in the usual, regular and
ordinary manner;

- comply in all material respects with all laws applicable to it and the
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conduct of its business;

permit the other party and its officers and authorized representatives,
during normal business hours, to inspect its records and to consult with
its officers, employees, attorneys and agents for the purpose of
determining the accuracy of the representations and warranties made in the
merger agreement and the compliance with the covenants made in the merger
agreement; and

use its reasonable best efforts to obtain all authorizations, consents,
orders and approvals of federal, state, local and foreign regulatory
bodies and officials that may become necessary for performance of their
obligations under the merger agreement, including, without limitation,
filing of a Notification and Report Form pursuant to Hart-Scott-Rodino
Antitrust Improvements Act of 1976.

ADDITIONAL AGREEMENTS OF Q SERVICES. Q Services has agreed from the date of
merger agreement to the effective date of the merger it will:

not enter into any employment contracts that cannot be terminated on
14 days' notice or that provide for certain severance payments or
benefits;

not incur certain borrowings;

not enter into commitments of a capital expenditure nature or any
contingent liability except as may be necessary for the maintenance of
existing facilities, machinery and equipment in good operating condition
and repair, not to exceed $1,000,000 in the aggregate;

not sell, dispose of or encumber any property or assets;

maintain its insurance at current levels;

not amend its articles of incorporation or bylaws;

not issue or sell or issue options or rights to subscribe to any shares of
Q Services capital stock;

not declare or pay any dividend on shares of its capital stock or make any
other distribution of assets to holders of its capital stock other than
the accrual of dividends on its series A and series B preferred stock;

no sooner than 20 days, but in any event as soon as practical after the
date of this proxy statement/prospectus, call and hold a shareholders'
meeting to vote for approval of the merger agreement and the merger;
not directly or indirectly solicit or encourage any ingquiries regarding
any acquisition proposal from any third party other than the proposals
contemplated by the merger agreement; and

collect in full all related party receivables and advances to employees.
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ADDITIONAL AGREEMENTS OF KEY. Key has agreed that it will:

- file a post-effective amendment to its registration statement on Form S-4

relating to the merger and resales of shares of Key common stock issued in
the merger by individuals who may be deemed to be underwriters;

— list the shares of Key common stock to be issued in connection with the
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merger for trading on the New York Stock Exchange;

— indemnify those individuals identified as selling shareholders in this
proxy statement/prospectus against certain liabilities under the
Securities Act;

- not issue any shares of Key common stock during the 60 calendar day period
beginning on the effective date of the merger, except for:

— the issuance of Key common stock under the merger agreement;
— issuance of any options granted to employees or directors of Key;

— the issuance of any equity securities in connection with the
acquisition of the equity interest, business or assets of any
unaffiliated entity;

— the issuance of equity securities of Key in exchange for outstanding
securities of Key; and

— the issuance of equity securities of Key upon the exercise of
outstanding options, warrants or other securities convertible into or
exchangeable for equity securities of Key.

CONDITIONS PRECEDENT TO THE OBLIGATIONS OF Q SERVICES. The obligation of Q
Services to consummate the merger is conditioned upon the satisfaction of
certain conditions, including the following:

— the representations and warranties of Key in the merger agreement must be
true with the same effect as though made at the effective date of the
merger, except as effected by transactions permitted or contemplated by
the merger agreement, and except for breaches of such representations and
warranties, which in the aggregate would not be reasonably likely to
result in a material adverse effect on the financial condition or business
of Key and its subsidiaries taken as a whole;

- no material litigation shall be pending or threatened that seeks to
prevent or prohibit the merger or that may have a material adverse effect
on the value of the consolidated assets of Key;

- the delivery of certain opinions of counsel;

— listing of the Key common stock to be issued in connection with the merger
for trading on the New York Stock Exchange;

— all waiting periods required by the Hart-Scott-Rodino Antitrust
Improvements Act of 1976 shall have expired with respect to the

transactions contemplated by the merger agreement;

— Key shall have entered into employment agreements with certain Q Services
employees;

— the approval by the requisite common and preferred shareholders of Q
Services for the transactions contemplated by the merger agreement;

— redemption of all issued and outstanding Q Services series A and series B
preferred stock;

— Key shall have paid obligations payable pursuant to Q Services' credit
agreement; and

— the SEC shall declare the post-effective amendment to the registration
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statement of which this proxy statement/prospectus forms a part effective
under the Securities Act.

CONDITIONS PRECEDENT TO THE OBLIGATIONS OF KEY. The obligation of Key to
consummate the transactions contemplated by the merger agreement is subject to
the satisfaction of certain conditions, including the following:
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- the representations and warranties of Q Services contained within the
merger agreement must be true as of the effective date of the merger,
except for breaches:

— caused by transactions permitted or contemplated by the merger
agreement;

— of certain representations and warranties concerning environmental
matters and the operation of salt water disposal wells that would not
be reasonably likely to result in costs, damages, expenses, losses or
liabilities with respect to the operations, assets or liabilities of Q
Series and its subsidiaries taken as a whole of more than $5,000,000;
or

- breaches of representations and warranties, other than those relating
to environmental matters or the operation of salt water disposal wells,
which in the aggregate would not be reasonably likely to result in a
material adverse effect on the financial condition or business of Q
Services and its subsidiaries taken as a whole;

- no material litigation shall be pending or threatened that seeks to
prevent or prohibit the merger or that may have a material adverse effect
on Key;

- the delivery of certain opinions of counsel;

— all waiting periods required under Hart-Scott-Rodino Antitrust
Improvements Act of 1976 shall have expired;

— each of the officers and directors of Q Services and each of its
subsidiaries shall have resigned as an officer or director;

— certain Q Services employees shall have entered into employment agreements
with Key;

— certain individuals shall have entered into noncompetition agreements with
Key;

- the approval of the requisite shareholder vote of the common and preferred
shareholders of Q Services with respect to the transactions contemplated
by the merger agreement;

- Q Services shall have terminated any shareholder voting or similar
agreements on or before the effective date of the merger;

— certain agreements between Q Services and its officers, directors,
employees or affiliates will have been amended to provide for termination
by Q Services on 30 days' notice without penalty;

- all issued and outstanding options to purchase Q Services common stock
shall have been either amended to provide for cashless exercise and shall
have been exercised, or classified as cash out options, and the aggregate
option payout with respect to the cash out options will not exceed
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$1,000,000;

- all issued and outstanding warrants to purchase Q Services common stock
shall either have been amended to provide for cashless exercise and such
warrants shall have been exercised, or classified as a cash out warrant,
and the aggregate warrant payout with respect to all cash out warrants
will not exceed $500,000;

— Q Services shall have taken all necessary steps to ensure that its
series A and series B preferred stock has been redeemed;

- Q Services shall terminate any severance policy of Q Services or any Q
Services subsidiary without cost to either Q Services or Key; and

— all severance agreements or policies shall have been terminated.

TERMINATION. The merger agreement may be terminated at any time before the
effective date of the merger, whether before or after approval of the merger
agreement and the merger by the Q Services shareholders, by mutual written
consent of Key and Q Services. The merger agreement may also be terminated by
either Q Services or Key if the merger does not occur before July 17, 2002.
However, this date may be extended until October 15, 2002 if the failure to
consummate the merger results from a delay in the effectiveness of the
post-effective amendment to Key's registration statement
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of which this proxy statement/prospectus is a part. The merger agreement also
may be terminated by Key or Q Services as follows:

TERMINATION BY KEY. Key may terminate the merger agreement if:

— the holders of more than 0.5% of Q Services issued and outstanding common
stock elect to exercise their right to dissent to the merger;

- Q Services has failed to perform any of its covenants or agreements
contained in the merger agreement and such failure has not been waived by
Key;

— there has been a material adverse effect in the financial condition or
business of Q Services and its subsidiaries since March 31, 2002; or

— there has been a breach by Q Services of its representations or warranties
concerning environmental matters or salt water disposal wells, and all of
those untrue representation and warranties in the aggregate would be
reasonably likely to result in costs damages, dimunitive in value,
expenses, losses or liabilities of Q Services of more than $5,000,000.

TERMINATION BY Q SERVICES. Q Services may terminate the merger agreement
if:

— Key has failed to perform any of its covenants or agreements contained in
the merger agreement and such failure has not been waived by Q Services;
or

— there has been a material adverse effect on the financial condition or
business of Key and its subsidiaries since March 31, 2002.

EFFECT OF TERMINATION. If the merger agreement is terminated in accordance
with its terms, the merger agreement will become void and have no force or
effect, without any liability on the part of any party thereto. Notwithstanding
the foregoing, the termination of the merger agreement will not relieve any
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party thereto from any liability for damages incurred as a result of a willful
breach by such party of its covenants and agreements under the merger agreement
occurring before the termination. Both Key and Q Services acknowledge that, in
connection with a termination, breaches of a representation or warranty under
the merger agreement shall not give rise to liability for damages unless the
breach resulted from a knowing and intentional act involving actual fraud or an
intent to mislead or deceive. In addition, if Key terminates the merger
agreement under circumstances in which Key and Q Services are unable to agree as
to the amount of a potential liability from a breach of certain environmental
representations or warranties or certain representations or warranties relating
to the operation of salt water disposal wells, and Key was not permitted to
conduct environmental testing with respect to the disputed potential liability,
then the termination will be without liability to Key.

VOTING AGREEMENTS

Certain officers, directors and shareholders of Q Services have entered into
voting agreements with Key, pursuant to which they have agreed to vote all of
their shares of Q Services common stock in favor of the merger. Each of these
shareholders has also granted an irrevocable proxy to Key representatives to
vote such shareholder's shares of Q Services common stock at the special
meeting. On the record date, these Q Services shareholders collectively owned
11,480,327 shares of Q Services common stock, representing approximately 73% of
the shares of the combined voting power of Q Services issued and outstanding
common stock, series A preferred stock and series B preferred stock.
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In addition, pursuant to the terms of the voting agreements, certain of
these shareholders have agreed that, without the written consent of Key, they
will not:

— sell or otherwise dispose of or transfer any of their shares of Q Services
common stock;

- purchase any Key common stock or securities convertible for Key common
stock; or

- consent to any amendment to the Q Services articles of incorporation or
bylaws; and

- that, without the written consent of SCF-IV, L.P., during a period of
90 days from the effective date of the merger they will not:

- sell, or otherwise dispose of or transfer any shares of Key common
stock or any securities convertible into for Key common stock; or

— enter into any swap or any other agreement or any transaction that
transfers the economic consequence of ownership of Key common stock.

NONCOMPETITION AGREEMENTS

As a condition to the closing of the merger agreement, certain shareholders
of Q Services will enter into a noncompetition agreement, which provides, among
other things, that for a period of five years from the closing of the merger
agreement, they will not, directly or indirectly:

— engage in business conducted by QO Services or any subsidiaries of Q
Services (and their predecessors in interest) during the three-year period
ending on the effective date of the merger agreement in Texas, all of the
parishes of Louisiana, Arkansas, New Mexico, Oklahoma and offshore and the
inland waters of the Gulf Coast;
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- request any customers or suppliers of Key or any affiliate of Key to
curtail or cancel their business with Key or any affiliate of Key;

- disclose to any person, firm or corporation any trade, technical or
technological secrets of Key or any affiliate of Key or any details of
their organization or business affairs except as required by law or legal
process; or

- induce or actively attempt to influence any employee of Key or any
affiliate of Key to terminate his employment or hire any former employee
of Key or any affiliate of Key within six months of his termination date
with Key or any affiliate of Key.

EMPLOYMENT AGREEMENTS

As a condition to the closing of the merger agreement, Craig M. Johnson,
president of Q Services, and David S. Schorlemer, chief financial officer of Q
Services, will each enter into an employment agreement with Key. Each of the
employment agreements provides for an initial term of three years.

Mr. Johnson's employment agreement provides, among other things, that

Mr. Johnson will serve as vice president of Key and will receive a base annual
salary of $204,000. Mr. Schorlemer's employment agreement provides, among other
things, that Mr. Schorlemer will serve as a vice president of Key and will
receive a base annual salary of $180,000. Each of the employment agreements
provides that if employment is terminated for cause or by either Mr. Johnson or
Mr. Schorlemer, as the case may be, for any reason, Key shall have no further
obligations except that the affected employee will be entitled to receive
accrued but unpaid salary and unpaid expense reimbursements. If employment is
terminated by Key other than for cause (including death or disability), the
employee will be entitled to receive severance compensation equal to two times
his base salary in effect on the termination date, payable in 24 equal monthly
installments. Under certain circumstances, such as a change in control, the
severance benefit will be payable in one lump sum. In addition, during the
employment period, and for an additional period ranging between 12 and

24 months (depending upon the reason for the termination)
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after termination, the employee may not, directly or indirectly, participate or
engage, any competing enterprise, such as any business engaged in the business
of furnishing oilfield services, including, without limitation:

— fluid hauling and disposal services;

- trucking services;

- frac tank rentals;

- fishing and rental tools;

- pressure pumping services;

- contract drilling;

- workover, completion and well maintenance; and

— construction and field consulting
in any of the onshore or offshore o0il or natural gas producing regions in the

continental United States, Canada and Argentina or in any other oil or natural
gas producing region throughout the world in which Key or any of its
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subsidiaries or affiliates conduct their business or operations during the
employment period or the 12 to 24 month period thereafter.

The employment agreements also provide that the employee shall not, directly or
indirectly:

— solicit, raid, entice or otherwise induce any employee of Key or any of
its subsidiaries or affiliates to be employed by competing enterprise or
to otherwise leave the employ of Key; or

— hire any former employee of Key or any of its subsidiaries or affiliates
within six months of the termination of such employee's employment with
Key.

SECOND AMENDMENT TO AMENDED AND RESTATED SHAREHOLDERS AGREEMENT

In connection with the execution and delivery of the merger agreement, the
shareholders of Q Services amended the existing Amended and Restated
Shareholders Agreement dated as of September 28, 2000, as previously amended.
The Second Amendment to Amended and Restated Shareholders Agreement amended the
termination provisions so that, in addition to the previous termination events,
the shareholders agreement would automatically terminate upon the closing of the
transactions contemplated by the merger agreement.
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UNAUDITED PRO FORMA COMBINED FINANCIAL INFORMATION

The Unaudited Pro Forma Combined Financial Statements of Key have been
prepared to give effect to the acquisition of Q Services. On May 13, 2002, Key
signed a definitive merger agreement with Q Services whereby Key will acquire
all of the capital stock of Q Services. The Unaudited Pro Forma Combined Balance
Sheet gives effect to the acquisition as if such transaction had taken place on
March 31, 2002 and the Unaudited Pro Forma Combined Statements of Operations
gives effect to the acquisition as if such transaction had taken place on
July 1, 2000.

The pro forma adjustments are based on available information and upon
certain assumptions that Key believes are reasonable under the circumstances.
The unaudited pro forma combined financial statements and accompanying notes
should be read in conjunction with Key's historical consolidated financial
statements, including the notes thereto, incorporated herein by reference and
the financial statements of Q Services, including the notes thereto, included
within this filing.

THESE UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS ARE PROVIDED FOR
INFORMATIONAL PURPOSES ONLY AND SHOULD NOT BE CONSTRUED TO BE INDICATIVE OF THE
FINANCIAL CONDITION OR RESULTS OF OPERATIONS OF KEY HAD THE TRANSACTIONS
DESCRIBED THEREIN BEEN CONSUMMATED ON THE RESPECTIVE DATES INDICATED AND ARE NOT
INTENDED TO BE PREDICTIVE OF THE FINANCIAL CONDITION OR RESULTS OF OPERATIONS OF
KEY AT ANY FUTURE DATE OR FOR ANY FUTURE PERIOD.
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KEY ENERGY SERVICES, INC.

UNAUDITED PRO FORMA COMBINED BALANCE SHEET
MARCH 31, 2002

PRO FORMA
KEY Q SERVICES ENTRIES

PRO FORMA
COMBINELD
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Current assets:

Cash and cash equivalents.................. $ 42,967

Accounts receivable, net of allowance for

doubtful accounts. ...ttt 122,734
Prepaild expenses and other current

F S i = R 20,671
Total current assetLS. .. .u ittt teeeeneennn 186,372
Net property and equipment................... 801,196
Goodwill, Net ...ttt ittt ettt te et 200,287
Other asSSelL S . ittt ittt ettt ettt eeeenenn 44,052
ToLAl ASSEE S .t ittt ittt ettt ettt et et $1,231,907

Current liabilities:

Accounts payable.. ...ttt $ 20,521
Other accrued liabilities.................. 42,299
Accrued interest......ii ittt 5,099
Current portion of long-term debt and
capital lease obligations................ 8,370
Total current liabilities..........iiieieon.. 76,289
Long-term debt, less current portion......... 437,349
Other liabilities.........iiiiiiiiiinninnnnn 20,857
Deferred tax liability.........cccoiiiiinn.. 151,197

Commitments and contingencies................
Mandatorily redeemable preferred stock.......
Stockholders' equity:

Common StOCK . v ittt ittt it e e ettt ettt 11,007
Additional paid-in capital.............oo.... 513,378
L= = 0 -
Treasury stock, at cost......... ... (9,682)
Accumulated other comprehensive income

[ I X 7= 1 (44,083)
Retained earnings.......ou ittt eneeeeennnnn 75,595
Total stockholders' equity........cccviviv.... 546,215
Total liabilities and stockholders' equity... $1,231,907

(THOUSANDS)
$ 3,667 $ (42,000) (b)
(1,500) (a)
26,578 -
10,795 2,000 (a)
41,040
96,181 44,986 (a)
56,117 86,912 (a)
1,000 (f)
8,465 (4,042) (a)
$201,803
$ 5,693 —=
11,226 5,100 (a)
(376) (c)
1,000 (f)
171 (171 ) (b
15,941 (15,929) (b)
33,031
68,492 (68,443) (b)

SEE THE ACCOMPANYING NOTES TO THE UNAUDITED PRO FORMA COMBINED FINANCIAL

STATEMENTS .
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KEY ENERGY SERVICES, INC.

UNAUDITED PRO FORMA COMBINED STATEMENT OF OPERATIONS

FOR THE NINE MONTHS ENDED MARCH 31,

2002

42,543 (b)
7,836 (c)

16,870 (a)

(7,460) (c)

1,743 (a)
(80,379) (a)
189,941 (a)

(4,196) (a)

)

s 26,21
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PRO FORMA PRO FORWM
KEY Q SERVICES ENTRIES COMBINED
(THOUSANDS, EXCEPT SHARE DATA)
REVENUES :
Well SEerVICING . vttt ettt ettt ettt e eeeeaeeeennnns $552,901 $143,792 - $696, 693
Contract drilling.....eeee ittt ieeeeeeeeennnnnns 73,624 - - 73,624
[ oL 6,290 (1,1506) - 5,134
632,815 142,636 775,451
COSTS AND EXPENSES:
Well SerVICING . vttt ittt ettt ettt eeeeaeeeennens 368,932 84,724 - 453, 656
Contract drilling.....eeee it ieneeeeeeeennnnns 49,920 —— —— 49,920
Depreciation, depletion and amortization........ 57,482 10,569 S 73