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Section 4 Matters Related to Accountants and Financial Statements

Item 4.02 Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed
Interim Review

On August 14, 2006, Littlefield Corporation announced that it intended to amend its Form 10-KSB for the
year ended December 31, 2005, and that investors should no longer rely on its previously released, audited
financial statements for fiscal 2005. The decision to restate was made on August 14, 2006, by the Company's
management and Audit Committee and was discussed with the Company's independent auditors. The
Company expects to file its Amended Form 10-KSB with restated financial statements for 2005 prior to the
end of August.
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In July 2006, the Company announced that it would restate its first quarter 2006 financial statements because
of an error in recording compensation expense for stock options under newly adopted Statement of Financial
Accounting Standards 123R, Share Based Compensation. In reviewing past transactions and preparing to
restate the first quarter of 2006, the Company discovered additional errors requiring a restatement of the fiscal
2005 financial statement.

The amendment and restatement is expected to show a $66,750 increase in option-related compensation and a
corresponding decrease in net income for fiscal 2005. Originally, the Company estimated compensation
expense to increase by $100,000 for the year, but upon a full review of the underlying transactions, the
amount of the restated compensation expense was reduced. In early 2005, the company extended the option
termination dates for stock options previously awarded to four non-executive employees in recognition of
their service to the company. The extension of the option termination dates required the recognition of
additional compensation expense, which the company failed to record at the time.

In addition, the Company discovered that it failed to record a note receivable in the amount of $46,000 related
to the exercise of stock options.
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