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Item 1.01.Entry into a Material Definitive Agreement.

On July 21, 2010, Blue Dolphin Exploration Company (“BDEX”), a subsidiary of Blue Dolphin Energy Company
(“BDEC”), Blue Sky Langsa Limited (“BSL”) and Blue Sky Energy and Power Inc., the parent company of BSL (the “BSL
Guarantor”), entered into the Sale and Purchase Agreement attached hereto as Exhibit 10.1 (the “SPA”), pursuant to
which BDEX purchased a 7% interest in a Technical Assistance Contract for the Langsa area, Offshore Indonesia (the
“TAC Langsa”) in a non-cash transaction.  Under the terms of the SPA, BDEC issued 342,857 shares of its common
stock on a post-split adjusted basis to BSL in exchange for the interest in the TAC Langsa.

On July 21, 2010, BSL and the BSL Guarantor granted to BDEX the right and option to acquire an additional 63%
interest in the TAC Langsa pursuant to the Option Agreement, attached hereto as Exhibit 10.2 (the “Option
Agreement”).   Pursuant to the Option Agreement, BDEC has been granted the option exercisable on or before
September 30, 2010 to require BSL and the BSL Guarantor to enter into a definitive Sale and Purchase Agreement in
the form attached to the Option Agreement (the “Option SPA”).  If the Option SPA is entered into pursuant to the terms
of the Option Agreement, BDEC will be required to issue BSL 3,085,714 shares of its common stock in exchange for
the transfer to BDEX of a 63% interest in the TAC Langsa, subject to certain closing conditions, including obtaining
the approval of the stockholders of BDEC.

BDEC issued a press release on July 26, 2010 announcing completion of the transaction, a copy of which is attached
hereto as Exhibit 99.1.

Item 9.01.Financial Statements and Exhibits.

(d)           Exhibits.

Exhibit
Number

Description of Exhibit

10.1 Sale and Purchase Agreement by an among Blue Dolphin Exploration Company, Blue Sky Langsa
Limited and Blue Sky Energy and Power Inc. dated July 21, 2010.

10.2 Option Agreement by and among Blue Dolphin Exploration Company, Blue Sky Langsa Limited and
Blue Sky Energy and Power Inc. dated July 21, 2010.

99.1 Blue Dolphin Energy Company Press Release Issued July 26, 2010.
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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.

Date:           July 27, 2010

Blue Dolphin Energy Company

/s/ IVAR SIEM
Ivar Siem
Chairman, Chief Executive Officer, President, Assistant
Treasurer and Secretary
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INDEX TO EXHIBITS

Exhibit
Number

Description of Exhibit

10.1 Sale and Purchase Agreement by an among Blue Dolphin Exploration Company, Blue Sky Langsa
Limited and Blue Sky Energy and Power Inc. dated July 21, 2010.

10.2 Option Agreement by and among Blue Dolphin Exploration Company, Blue Sky Langsa Limited and
Blue Sky Energy and Power Inc. dated July 21, 2010.

99.1 Blue Dolphin Energy Company Press Release Issued July 26, 2010.
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