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Item 1.01. Entry itnto a Material Definitive Agreement

On June 20, 2007, Key Energy Services, Inc. (the �Company�) settled its litigation with its former chief executive officer, Francis D. John.  As
previously disclosed, on May 19, 2006, Mr. John filed a lawsuit against the Company in the U.S. District Court for the Southern District of
Texas, Houston Division in response to the Company�s notice to him of its intention to treat his termination of employment effective May 1,
2004 as �for cause� under his employment agreement with the Company.  In connection with the Company�s �for cause� termination, the Company
cancelled 3,910,000 stock options which had a weighted-average exercise price of $8.82 and would not have been required to pay Mr. John any
severance benefits.  In addition, the Company had sought to recover the unamortized balance of Mr. John�s prepaid retention bonus.

Under the terms of the settlement agreement (the �Settlement Agreement�) between the Company and Mr. John, the Company will pay Mr. John
$23 million in cash on or prior to July 5, 2007.  This payment is in complete settlement of all amounts sought by Mr. John, including claims for
payment for Mr. John�s severance and other benefits related to his employment agreement, the value of the cancelled stock options, expense
reimbursement, exemplary damages and attorney�s fees.  Mr. John will be responsible for any and all income taxes in connection with the
Settlement Agreement.  He will retain the unamortized balance of his prepaid retention bonus.  The Settlement Agreement precludes Mr. John
from competing with the Company for a period of two years.  The Settlement Agreement contains mutual, general releases of any and all claims
by and among the parties thereto, and a requirement that the Company and Mr. John submit a joint proposed order to the court dismissing, with
prejudice, all claims asserted in Mr. John�s lawsuit against the Company and the Company�s counterclaims against Mr. John.

The description of the Settlement Agreement contained herein does not purport to be complete and is qualified in its entirety by reference to the
Settlement Agreement, a copy of which is attached as Exhibit 10.1 to this Current Report on Form 8-K and is incorporated herein by reference.

Item 7.01.  Regulation FD Disclosure

On June 20, 2007, the Company issued a press release announcing selected financial data and that the Company has been informed by the staff
of the Enforcement Division of the Securities and Exchange Commission that its investigation as to the Company has been completed and that it
does not intend to recommend any enforcement action against the Company by the Commission.  A copy of the press release is filed as
Exhibit 99.1 to this Current Report in Form 8-K and is incorporated herein by reference

Item 9.01.  Financial Statements and Exhibits

(d)           Exhibits.

10.1         Settlement Agreement dated June 20, 2007 between Key Energy Services, Inc. and Francis D. John

99.1         Press release dated June 20, 2007 regarding the release of selected financial and closure of SEC investigation.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

KEY ENERGY SERVICES, INC.

Date: June 26, 2007 By: /s/ Newton W. Wilson III
Newton W. Wilson III
Senior Vice President, General Counsel
and Secretary
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Exhibit Index

Exhibit
No.

Description

10.1 Settlement Agreement dated June 20, 2007 between Key Energy Services, Inc. and Francis D. John
99.1 Press release dated June 20, 2007 regarding the release of selected financial and closure of SEC investigation.
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