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Item 2.03 Creation of a Direct Financial Obligation or an Obligation under an Off-Balance Sheet
Arrangement of a Registrant.

On December 13, 2006, Newcastle Investment Corp. (“Newcastle”) closed a $2 billion
asset-backed commercial paper facility. Newcastle, through a newly formed subsidiary, Windsor Funding
Trust, will issue commercial paper in the form of secured liquidity notes that are rated A-1+, P-1 and F-1+, by
Standard & Poor’s, Moody’s and Fitch, respectively, and have maturities of up to 250 days. The secured
liquidity notes will be used to finance agency residential mortgage-backed securities (“MBS”) and AAA-rated
MBS. The facility also permits for the issuance of subordinated notes rated at least BBB/Baa by Standard &
Poor’s, Moody’s or Fitch. The initial proceeds from the facility were used to repay a repurchase agreement of
approximately $1.14 billion, which Newcastle previously used to finance its portfolio of Agency MBS.
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