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ITEM 1.02 Termination of a Material Definitive Agreement.

On July 31, 2009, Blue Dolphin Energy Company ("Blue Dolphin") entered
into a Loan and Option Agreement (the "Agreement") with Lazarus Energy Holdings,
LLC, a Delaware limited 1liability company ("LEH"), Lazarus Louisiana Refinery
II, LLC, a Delaware limited liability company ("LLRII"), Lazarus Energy, LLC, a
Delaware limited liability company, and Lazarus Environmental, LLC, a Delaware

limited liability company (collectively referred to herein as "Lazarus").

Under terms of the Agreement, Blue Dolphin loaned $2,000,000 to LLRII
and was granted an option (the "Option") to acquire certain assets owned by
Lazarus in exchange for 47,141,196 shares of its common stock. Blue Dolphin and
Lazarus have been unable to agree to terms of a definitive purchase and sale
agreement pursuant to which the Lazarus assets would have been acquired and the
Option has terminated.
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