Thomas Vallarino

Individual Investor

May 04, 2007
RE : Amendments to REG SHO Release No.: 34-54154, File No.: S7-12-06

Nancy M. Morris, Secretary
Securities and Exchange Commission
100 F Street, NE

Washington, DC 20549-0609

Dear Secretary :

This comment letter is late and only just now being submitted, as the SEC has only just now
released relevant data showing the abuse through the use of the market maker exemption in REG
SHO in a securities market. The data attached also contradicts the opinions expressed by the
following entities:

American Stock Exchange

Boston Options Exchange

Chicago Board Options Exchange
International Securities Exchange
NYSE/Arca

The Options Clearing Corporation
Philadelphia Stock Exchange

Exhibit A shows the manipulation and harm caused by through the use of the market maker
exemption. This is clear as the grand father clause only applies to fails before January 2005. The
lowest number of FTDs after this date is 47,257 FTDs Reported on July 05, 2005. So per the
grandfather exemption, only 47,257 NFI shares can be considered due to the grandfather clause
after July 05, 2005.

Fast forward to February 20, 2007 and NFI has 4,977,983 FTDs reported. So on this day,
4,930,726 shares are failed to deliver because of the market maker exemption, which represents
13.15% of company issued registered securities. Certainly, the SEC does not consider 13.15% of
securities being sold unregistered through the market maker exemption as acceptable?

Sincerely

Thomas Vallarino



Name

NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC
NOVASTAR FINANCIAL INC

Ticker
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFl
NFI
NFI
NFI
NFI
NFI
NFI
NFl
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI
NFI

TEMP

Settlement Date

20050103
20050104
20050105
20050106
20050107
20050110
20050111
20050112
20050113
20050114
20050118
20050119
20050120
20050121
20050124
20050125
20050126
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20050311
20050314
20050315
20050316

Fail Shares

1,802,165
1,669,491
1,355,616
1,279,582
1,281,382
1,254,953
873,113
540,699
593,655
594,724
586,149
572,260
582,485
616,040
616,433
630,046
381,031
227,231
198,656
224,086
227,979
227,562
252,978
267,344
263,031
238,713
227,966
268,294
308,867
283,570
334,697
325,741
359,708
404,424
452,594
311,243
387,903
389,335
397,634
474,308
620,435
633,448
652,484
634,212
634,964
677,851
627,328
567,486
491,233
451,853
463,846

Exhibit A

FTDs as released by the
SEC via FOIA requests
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459,276
452,963

404,163
622,674
532,500
430,439
423,242
417,313
323,263
322,333
332,188
235,192
282,336
244,025
238,493
258,970
218,014
182,540
160,393
195,250
167,327
225,330
272,876
230,451
211,736
331,859
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273,784
276,516
279,634
316,790
370,909
339,620
486,805
678,750
868,628
859,225
827,348
860,711
661,218
483,869
586,528
656,376
733,605
704,115
728,521
747,874
742,916
700,057
660,640
643,866
635,145
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361,826
407,332
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399,339
429,454
334,495
362,470
341,144
303,206
299,141
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164,917
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82,494
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93,377

75,369

89,380
120,135
240,749
266,595
286,792
323,527
196,556
222,138
242,666
312,967
340,092
370,539
333,632
274,366
256,671
307,762
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568,526
475,798
571,897
664,709
721,257
802,738
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742,569
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497,916
463,200
541,232
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600,349
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20051116
20051117
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20051205
20051206
20051207
20051208
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20051213
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20051215
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1,050,955
1,098,645
1,183,411
1,240,020
1,299,839
1,234,976
1,216,873
1,178,433
1,161,183
1,090,929
1,188,489
1,178,177
1,172,427
1,132,738
1,112,653
1,055,360
1,056,819
969,178
999,629
996,170
1,019,778
1,010,548
933,871
958,143
951,084
949,175
935,598
818,948
796,296
801,930
802,526
821,202
787,477
840,113
916,246
940,342
940,208
947,363
1,009,998
934,468
1,055,909
1,142,325
1,091,368
1,046,013
1,016,980
941,841
958,687
953,894
984,332
1,009,776
1,050,506

1,100,513
1,107,657
1,117,718



NOVASTAR FINANCIAL INC NFI 20060119 1,321,895
NOVASTAR FINANCIAL INC NFI 20060120 1,312,374
NOVASTAR FINANCIAL INC NFI 20060123 1,312,270
NOVASTAR FINANCIAL INC NFI 20060124 1,291,977
NOVASTAR FINANCIAL INC NFI 20060125 1,133,863
NOVASTAR FINANCIAL INC NFI 20060126 1,115,932
NOVASTAR FINANCIAL INC NFI 20060127 1,121,558
NOVASTAR FINANCIAL INC NFI 20060130 1,141,853
NOVASTAR FINANCIAL INC NFI 20060131 1,181,969
NOVASTAR FINANCIAL INC NFI 20060201 1,274,642
NOVASTAR FINANCIAL INC NFI 20060202 1,505,166
NOVASTAR FINANCIAL INC NFI 20060203 1,520,854
2/1/2006 NOVASTAR FINANCIAL INC 1274642
2/2/2006 NOVASTAR FINANCIAL INC 1505166
2/3/2006 NOVASTAR FINANCIAL INC 1520854
2/6/2006 NOVASTAR FINANCIAL INC 1516955
2/7/2006 NOVASTAR FINANCIAL INC 1581722
2/8/2006 NOVASTAR FINANCIAL INC 1529593
2/9/2006 NOVASTAR FINANCIAL INC 1569644
2/10/2006 NOVASTAR FINANCIAL INC 1487543
2/13/2006 NOVASTAR FINANCIAL INC 1473289
2/14/2006 NOVASTAR FINANCIAL INC 1550366
2/15/2006 NOVASTAR FINANCIAL INC 1569864
2/16/2006 NOVASTAR FINANCIAL INC 1517385
2/17/2006 NOVASTAR FINANCIAL INC 1447020
2/21/2006 NOVASTAR FINANCIAL INC 1583116
2/22/2006 NOVASTAR FINANCIAL INC 1726968
2/23/2006 NOVASTAR FINANCIAL INC 1849562
2/24/2006 NOVASTAR FINANCIAL INC 1831016
2/28/2006 NOVASTAR FINANCIAL INC 1716017
3/1/2006 NOVASTAR FINANCIAL INC 1939490
3/2/2006 NOVASTAR FINANCIAL INC 1846843
3/3/2006 NOVASTAR FINANCIAL INC 1888111
3/6/2006 NOVASTAR FINANCIAL INC 1967546
3/7/2006 NOVASTAR FINANCIAL INC 1993684
3/8/2006 NOVASTAR FINANCIAL INC 1971375
3/9/2006 NOVASTAR FINANCIAL INC 1951123
3/10/2006 NOVASTAR FINANCIAL INC 1893207
3/13/2006 NOVASTAR FINANCIAL INC 1868529
3/14/2006 NOVASTAR FINANCIAL INC 1913560
3/15/2006 NOVASTAR FINANCIAL INC 1913940
3/16/2006 NOVASTAR FINANCIAL INC 1922469
3/17/2006 NOVASTAR FINANCIAL INC 1994808
3/20/2006 NOVASTAR FINANCIAL INC 1858710
3/21/2006 NOVASTAR FINANCIAL INC 1964367
3/22/2006 NOVASTAR FINANCIAL INC 1628216
3/23/2006 NOVASTAR FINANCIAL INC 1764146
3/24/2006 NOVASTAR FINANCIAL INC 1896212
3/27/2006 NOVASTAR FINANCIAL INC 1921792
5/10/2006 NOVASTAR FINANCIAL INC 50360
5/11/2006 NOVASTAR FINANCIAL INC 84093




5/12/2006 NOVASTAR FINANCIAL INC 259784

5/15/2006 NOVASTAR FINANCIAL INC 471480

5/16/2006 NOVASTAR FINANCIAL INC 394254

5/17/2006 NOVASTAR FINANCIAL INC 982649

5/18/2006 NOVASTAR FINANCIAL INC 1530467
5/19/2006 NOVASTAR FINANCIAL INC 1605795
5/22/2006 NOVASTAR FINANCIAL INC 1557559
5/23/2006 NOVASTAR FINANCIAL INC 1449865
5/24/2006 NOVASTAR FINANCIAL INC 1425720
5/25/2006 NOVASTAR FINANCIAL INC 1471234
5/26/2006 NOVASTAR FINANCIAL INC 1493856
5/30/2006 NOVASTAR FINANCIAL INC 1544486
5/31/2006 NOVASTAR FINANCIAL INC 1543135
6/1/2006 NOVASTAR FINANCIAL INC 1540934
6/2/2006 NOVASTAR FINANCIAL INC 1502143
6/5/2006 NOVASTAR FINANCIAL INC 1547119
6/6/2006 NOVASTAR FINANCIAL INC 1562059
6/7/2006 NOVASTAR FINANCIAL INC 1778993
6/8/2006 NOVASTAR FINANCIAL INC 1753810
6/13/2006 NOVASTAR FINANCIAL INC 1660195
6/14/2006 NOVASTAR FINANCIAL INC 1781296
6/19/2006 NOVASTAR FINANCIAL INC 1886966
6/20/2006 NOVASTAR FINANCIAL INC 1911645
6/21/2006 NOVASTAR FINANCIAL INC 1586912
6/22/2006 NOVASTAR FINANCIAL INC 1426303
6/23/2006 NOVASTAR FINANCIAL INC 1482663
6/26/2006 NOVASTAR FINANCIAL INC 1399272
6/27/2006 NOVASTAR FINANCIAL INC 1404235
6/28/2006 NOVASTAR FINANCIAL INC 1373105
6/29/2006 NOVASTAR FINANCIAL INC 1320800
6/30/2006 NOVASTAR FINANCIAL INC 1278809
7/3/2006 NOVASTAR FINANCIAL INC 1270513
7/5/2006 NOVASTAR FINANCIAL INC 1245838
7/6/2006 NOVASTAR FINANCIAL INC 1112957
7/7/2006 NOVASTAR FINANCIAL INC 1081576
7/10/2006 NOVASTAR FINANCIAL INC 1072982
7/11/2006 NOVASTAR FINANCIAL INC 1072510
7/12/2006 NOVASTAR FINANCIAL INC 1054907
7/13/2006 NOVASTAR FINANCIAL INC 1090208
7/14/2006 NOVASTAR FINANCIAL INC 1101874
7/17/2006 NOVASTAR FINANCIAL INC 1114588
7/18/2006 NOVASTAR FINANCIAL INC 1104735
7/19/2006 NOVASTAR FINANCIAL INC 1071261
7/20/2006 NOVASTAR FINANCIAL INC 1119504
7/21/2006 NOVASTAR FINANCIAL INC 1083010
7/24/2006 NOVASTAR FINANCIAL INC 1311879
7/25/2006 NOVASTAR FINANCIAL INC 1279495
7/26/2006 NOVASTAR FINANCIAL INC 907762

7/27/2006 NOVASTAR FINANCIAL INC 934616

7/28/2006 NOVASTAR FINANCIAL INC 930124

7/31/2006 NOVASTAR FINANCIAL INC 932380

8/1/2006 NOVASTAR FINANCIAL INC 946741

8/2/2006 NOVASTAR FINANCIAL INC 920317




8/3/2006 NOVASTAR FINANCIAL INC 919255

8/4/2006 NOVASTAR FINANCIAL INC 952090

8/7/2006 NOVASTAR FINANCIAL INC 974522

8/8/2006 NOVASTAR FINANCIAL INC 1083989
8/9/2006 NOVASTAR FINANCIAL INC 1252567
8/10/2006 NOVASTAR FINANCIAL INC 1169709
8/11/2006 NOVASTAR FINANCIAL INC 1271202
8/14/2006 NOVASTAR FINANCIAL INC 1252487
8/15/2006 NOVASTAR FINANCIAL INC 1250457
8/16/2006 NOVASTAR FINANCIAL INC 1293330
8/17/2006 NOVASTAR FINANCIAL INC 1313965
8/18/2006 NOVASTAR FINANCIAL INC 1358932
8/21/2006 NOVASTAR FINANCIAL INC 1369471
8/22/2006 NOVASTAR FINANCIAL INC 1323446
8/23/2006 NOVASTAR FINANCIAL INC 1309745
8/24/2006 NOVASTAR FINANCIAL INC 1264847
8/25/2006 NOVASTAR FINANCIAL INC 1232728
8/28/2006 NOVASTAR FINANCIAL INC 1180624
8/29/2006 NOVASTAR FINANCIAL INC 1154048
8/30/2006 NOVASTAR FINANCIAL INC 1157457
8/31/2006 NOVASTAR FINANCIAL INC 1157855
9/1/2006 NOVASTAR FINANCIAL INC 1232033
9/5/2006 NOVASTAR FINANCIAL INC 1211263
9/6/2006 NOVASTAR FINANCIAL INC 1203191
9/7/2006 NOVASTAR FINANCIAL INC 1353173
9/8/2006 NOVASTAR FINANCIAL INC 1266105
9/11/2006 NOVASTAR FINANCIAL INC 1246214
9/12/2006 NOVASTAR FINANCIAL INC 1273748
9/14/2006 NOVASTAR FINANCIAL INC 1364224
9/15/2006 NOVASTAR FINANCIAL INC 1538352
9/18/2006 NOVASTAR FINANCIAL INC 1522154
9/19/2006 NOVASTAR FINANCIAL INC 1475894
9/20/2006 NOVASTAR FINANCIAL INC 2210881
9/21/2006 NOVASTAR FINANCIAL INC 2168296
9/22/2006 NOVASTAR FINANCIAL INC 2016249
9/26/2006 NOVASTAR FINANCIAL INC 997299

9/27/2006 NOVASTAR FINANCIAL INC 939836

9/28/2006 NOVASTAR FINANCIAL INC 927075

9/29/2006 NOVASTAR FINANCIAL INC 963718

10/2/2006 NOVASTAR FINANCIAL INC 946935

10/3/2006 NOVASTAR FINANCIAL INC 948217

10/4/2006 NOVASTAR FINANCIAL INC 917397

10/5/2006 NOVASTAR FINANCIAL INC 920175

10/6/2006 NOVASTAR FINANCIAL INC 947213

10/10/2006 NOVASTAR FINANCIAL INC 970243

10/11/2006 NOVASTAR FINANCIAL INC 1006784
10/12/2006 NOVASTAR FINANCIAL INC 1027640
10/13/2006 NOVASTAR FINANCIAL INC 1085640
10/16/2006 NOVASTAR FINANCIAL INC 1178810
10/17/2006 NOVASTAR FINANCIAL INC 1128206
10/18/2006 NOVASTAR FINANCIAL INC 1163767
10/20/2006 NOVASTAR FINANCIAL INC 1116197
10/23/2006 NOVASTAR FINANCIAL INC 1154140
10/24/2006 NOVASTAR FINANCIAL INC 1108474
10/25/2006 NOVASTAR FINANCIAL INC 1253157




10/26/2006 NOVASTAR FINANCIAL INC 1214023
10/27/2006 NOVASTAR FINANCIAL INC 1263889
10/30/2006 NOVASTAR FINANCIAL INC 1249488
10/31/2006 NOVASTAR FINANCIAL INC 1237290
11/1/2006 NOVASTAR FINANCIAL INC 1263158
11/6/2006 NOVASTAR FINANCIAL INC 1358123
11/7/2006 NOVASTAR FINANCIAL INC 1366372
11/8/2006 NOVASTAR FINANCIAL INC 1409296
11/9/2006 NOVASTAR FINANCIAL INC 1436855
11/10/2006 NOVASTAR FINANCIAL INC 1497575
11/13/2006 NOVASTAR FINANCIAL INC 1493224
11/14/2006 NOVASTAR FINANCIAL INC 1504125
11/15/2006 NOVASTAR FINANCIAL INC 1675722
11/16/2006 NOVASTAR FINANCIAL INC 1638192
11/17/2006 NOVASTAR FINANCIAL INC 1677286
11/20/2006 NOVASTAR FINANCIAL INC 3545978
11/21/2006 NOVASTAR FINANCIAL INC 3474800
11/22/2006 NOVASTAR FINANCIAL INC 1714266
11/24/2006 NOVASTAR FINANCIAL INC 1688439
11/27/2006 NOVASTAR FINANCIAL INC 1648416
11/28/2006 NOVASTAR FINANCIAL INC 1649875
11/29/2006 NOVASTAR FINANCIAL INC 1626882
11/30/2006 NOVASTAR FINANCIAL INC 1673031
12/1/2006 NOVASTAR FINANCIAL INC 1689019
12/4/2006 NOVASTAR FINANCIAL INC 1644648
12/5/2006 NOVASTAR FINANCIAL INC 1729179
12/6/2006 NOVASTAR FINANCIAL INC 2045544
12/7/2006 NOVASTAR FINANCIAL INC 2121041
12/8/2006 NOVASTAR FINANCIAL INC 2133319
12/11/2006 NOVASTAR FINANCIAL INC 2134169
12/12/2006 NOVASTAR FINANCIAL INC 2077201
12/13/2006 NOVASTAR FINANCIAL INC 2101422
12/14/2006 NOVASTAR FINANCIAL INC 2197780
12/15/2006 NOVASTAR FINANCIAL INC 2304270
12/18/2006 NOVASTAR FINANCIAL INC 2395760
12/19/2006 NOVASTAR FINANCIAL INC 2440560
12/20/2006 NOVASTAR FINANCIAL INC 2818466
12/22/2006 NOVASTAR FINANCIAL INC 2717457
12/26/2006 NOVASTAR FINANCIAL INC 2616542
12/27/2006 NOVASTAR FINANCIAL INC 2566517
12/28/2006 NOVASTAR FINANCIAL INC 2643436
12/29/2006 NOVASTAR FINANCIAL INC 2611745
1/2/2007 NOVASTAR FINANCIAL INC 2643649
1/3/2007 NOVASTAR FINANCIAL INC 2597340
1/4/2007 NOVASTAR FINANCIAL INC 2568320
1/5/2007 NOVASTAR FINANCIAL INC 2544780
1/8/2007 NOVASTAR FINANCIAL INC 2398733
1/9/2007 NOVASTAR FINANCIAL INC 2456276
1/10/2007 NOVASTAR FINANCIAL INC 2694135
1/11/2007 NOVASTAR FINANCIAL INC 2837897
1/12/2007 NOVASTAR FINANCIAL INC 2962609
1/16/2007 NOVASTAR FINANCIAL INC 2952170
1/17/2007 NOVASTAR FINANCIAL INC 2957785
1/18/2007 NOVASTAR FINANCIAL INC 3104512
1/19/2007 NOVASTAR FINANCIAL INC 3261342




1/22/2007 NOVASTAR FINANCIAL INC 3305249
1/24/2007 NOVASTAR FINANCIAL INC 3602936
1/25/2007 NOVASTAR FINANCIAL INC 3552448
1/26/2007 NOVASTAR FINANCIAL INC 3547711
1/29/2007 NOVASTAR FINANCIAL INC 3417808
1/30/2007 NOVASTAR FINANCIAL INC 3310708
1/31/2007 NOVASTAR FINANCIAL INC 3307071
2/1/2007 NOVASTAR FINANCIAL INC 3305856
2/2/2007 NOVASTAR FINANCIAL INC 3287531
2/5/2007 NOVASTAR FINANCIAL INC 3286944
2/6/2007 NOVASTAR FINANCIAL INC 3387739
2/7/2007 NOVASTAR FINANCIAL INC 3381085
2/8/2007 NOVASTAR FINANCIAL INC 3439544
2/9/2007 NOVASTAR FINANCIAL INC 3603922
2/12/2007 NOVASTAR FINANCIAL INC 3762246
2/13/2007 NOVASTAR FINANCIAL INC 4455565
2/14/2007 NOVASTAR FINANCIAL INC 4632584
2/15/2007 NOVASTAR FINANCIAL INC 4583598
2/16/2007 NOVASTAR FINANCIAL INC 4730956
2/20/2007 NOVASTAR FINANCIAL INC 4977983

Results based on ticker symbol provided and dates requested.

Data prior to March 22, 2004 and for August 9, 2004, November 3, 2004, and November 4, 2004 is not available
Otherwise, data includes all dates with at least 10,000 shares in total fails.

Data provided by National Securities Clearing Corporation.




