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PART I

Item 1.   Business

The Company

Tanger Factory Outlet Centers, Inc. and subsidiaries is one of the largest owners and operators of factory outlet centers
in the United States.  We are a fully-integrated, self-administered and self-managed real estate investment trust, or
REIT, which focuses exclusively on developing, acquiring, owning, operating and managing factory outlet shopping
centers.  As of December 31, 2008, we owned and operated 30 outlet centers, with a total gross leasable area of
approximately 8.8 million square feet.   These factory outlet centers were 97% occupied and contained over 1,900
stores, representing approximately 370 store brands.  We also operated and had partial ownership interests in three
outlet centers totaling approximately 1.4 million square feet.

Our factory outlet centers and other assets are held by, and all of our operations are conducted by, Tanger Properties
Limited Partnership and subsidiaries.  Accordingly, the descriptions of our business, employees and properties are
also descriptions of the business, employees and properties of the Operating Partnership.  Unless the context indicates
otherwise, the term “Company” refers to Tanger Factory Outlet Centers, Inc. and subsidiaries and the term “Operating
Partnership” refers to Tanger Properties Limited Partnership and subsidiaries.  The terms “we”, “our” and “us” refer to the
Company or the Company and the Operating Partnership together, as the text requires.

We own the majority of the units of partnership interest issued by the Operating Partnership, through our two
wholly-owned subsidiaries, the Tanger GP Trust and the Tanger LP Trust.  The Tanger GP Trust controls the
Operating Partnership as its sole general partner.  The Tanger LP Trust holds a limited partnership interest.  The
Tanger family, through its ownership of the Tanger Family Limited Partnership, holds the remaining units as a limited
partner.  Stanley K. Tanger, our Chairman of the Board, is the sole general partner of the Tanger Family Limited
Partnership.

As of December 31, 2008, our wholly-owned subsidiaries owned 15,833,751 units of the Operating Partnership and
the Tanger Family Limited Partnership owned the remaining 3,033,305 units.  Each Tanger Family Limited
Partnership unit is exchangeable for two of our common shares, subject to certain limitations to preserve our status as
a REIT.  As of February 1, 2009, our management beneficially owned approximately 19% of all outstanding common
shares (assuming Tanger Family Limited Partnership’s units are exchanged for common shares but without giving
effect to the exercise of any outstanding share and partnership unit options or the conversion of the exchangeable
notes).

Ownership of our common shares is restricted to preserve our status as a REIT for federal income tax
purposes.  Subject to certain exceptions, a person may not actually or constructively own more than 4% of our
common shares or 9.8% of our 7.5% Class C Cumulative Preferred Shares, or Class C Preferred Shares.  We also
operate in a manner intended to enable us to preserve our status as a REIT, including, among other things, making
distributions with respect to our outstanding common shares equal to at least 90% of our taxable income each year.

We are a North Carolina corporation that was formed in March 1993.  Our executive offices are currently located at
3200 Northline Avenue, Suite 360, Greensboro, North Carolina, 27408 and our telephone number is (336)
292-3010.  Our website can be accessed at www.tangeroutlet.com.  A copy of our 10-K’s, 10-Q’s, 8-K’s and any
amendments thereto can be obtained, free of charge, on our website as soon as reasonably practicable after we file
such material with, or furnish it to, the Securities and Exchange Commission, or the Commission.
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Recent Developments

Washington, Pennsylvania and Deer Park (Long Island), New York

On August 29, 2008, we held the grand opening of our 371,000 square foot outlet center located south of Pittsburgh in
Washington, Pennsylvania.  Tenants include Nike, Gap, Old Navy, Banana Republic, Coach and others. At December
31, 2008, the outlet center was 85% leased.  Based upon the response by customers at this center’s grand opening
events, we believe there is tenant interest in the remaining available space and additional signed leases will be
completed over time.

On October 23, 2008, we held the grand opening of the initial phase of the Deer Park, New York project.  The project
contains approximately 685,000 square feet including a 32,000 square foot Neiman Marcus Last Call store, which is
the first and only one on Long Island. Other tenants include Anne Klein, Banana Republic, BCBG, Christmas Tree
Shops, Eddie Bauer, Reebok, New York Sports Club and others.  Regal Cinemas has also leased 67,000 square feet
for a 16-screen Cineplex, one of the few state of the art cineplexes on Long Island.  The project also includes
approximately 29,000 square feet of warehouse space that is utilized to support the operations of our tenants. The
project was 78% occupied as of December 31, 2008.

Acquisition of Interest in Myrtle Beach Highway 17 Joint Venture

On January 5, 2009, we purchased the remaining 50% interest in the Myrtle Beach Hwy 17 joint venture for a cash
price of $32.0 million which was net of the assumption of the existing mortgage loan of $35.8 million.  The
acquisition was funded by amounts available under our unsecured lines of credit.

Potential Future Developments

We currently have an option for a new development site located in Mebane, North Carolina on the highly traveled
Interstate 40/85 corridor, which sees over 83,000 cars daily.  The site is located halfway between the Research
Triangle Park area of Raleigh, Durham, and Chapel Hill, and the Triad area of Greensboro, High Point and
Winston-Salem.  During the option period, we are analyzing the viability of the site and determining whether to
proceed with the development of a center at this location.

We currently have an option for a new development site located in Irving, Texas, which would be our third in the
state. The site is strategically located west of Dallas at the North West quadrant of busy State Highway 114 and Loop
12 and will be the first major project planned for the Texas Stadium Redevelopment Area.  It is also adjacent to the
upcoming DART light rail line (and station stop) connecting downtown Dallas to the Las Colinas Urban Center, the
Irving Convention Center and the Dallas/Fort Worth Airport.

At this time, we are in the initial study period on these potential new locations.  As such, there can be no assurance
that either of these sites will ultimately be developed. These projects, if realized, would be primarily funded by
amounts available under our unsecured lines of credit but could also be funded by other sources of capital such as
collateralized construction loans, public debt or equity offerings as necessary or available.  In the fourth quarter of
2008, we made the decision to terminate our purchase options in Port St. Lucie, Florida and Phoenix, Arizona.  As a
result, we recorded a $3.9 million charge relating to our predevelopment costs on these and other projects deemed no
longer probable.

Store Closings Related to Current Economic Environment
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Our country and the world are facing some of the most difficult financial times in recent history.  This uncertainty has
affected all sectors of business and the retail outlet sector is no exception.  Following is a listing of significant tenants
that had store closings in 2008 and those that have informed us of their intention to close in the coming year:

Tenants

Time period
 of closing Square feet

Square feet
 re-leased

% increase
in base rent upon

re-lease
Mikasa, Borders,

Springmaid, Bombay,
WestPoint Stevens,

Little Me

1st half 2008 236,000 60% 64%

Geoffrey Beene, Big
Dog, Pepperidge

Farms
2nd half 2008 93,000 31% 63%

Pfaltzgraff, S&K
Menswear, Koret, Sag
Harbor, KB Toys

2009 171,000 --- ---
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Much of this space is being re-leased with substantial increases in base rental rates.  However, given current economic
conditions it may take longer to re-lease the remaining space and more difficult to achieve similar increases in base
rental rates.  Also, there may be additional tenants that have not informed us of their intentions and which may close
stores in the coming year.  There can be no assurances that we will be able to re-lease such space.  While the timing of
an economic recovery is unclear and these conditions may not improve quickly, we believe in our business and our
long-term strategy.

Financing Transactions

On February 15, 2008, our $100.0 million, 9.125% unsecured senior notes matured.  We repaid these notes with
amounts available under our unsecured lines of credit.

During the first quarter of 2008, we increased the maximum availability under our existing unsecured lines of credit
by $125.0 million, bringing our total availability to $325.0 million.  The terms of the increases were identical to those
included within the existing unsecured lines of credit.  Five of our six lines of credit, representing $300.0 million, have
maturity dates of June 2011 or later.  One line of credit, representing $25.0 million and for which no amounts were
outstanding on December 31, 2008 is scheduled to expire in June 2009.

During the second quarter of 2008, we closed on a $235.0 million unsecured three year syndicated term loan
facility.  Based on our current debt ratings, the facility bears interest of LIBOR plus 160 basis points.  Depending on
our investment grade debt ratings, the interest rate can vary from LIBOR plus 125 basis points to LIBOR plus 195
basis points.

In June 2008, proceeds from the term loan were used to pay off our mortgage loan with a principal balance of
approximately $170.7 million.  A prepayment premium, representing interest through the July payment date, of
approximately $406,000 was paid at closing.  The remaining proceeds of approximately $62.8 million, net of closing
costs, were applied against amounts outstanding on our unsecured lines of credit and to settle two interest rate lock
protection agreements.

In July 2008 and September 2008, we entered into interest rate swap agreements with Wells Fargo Bank, N.A. and
Branch Banking and Trust Company, or BB&T, for notional amounts of $118.0 million and $117.0 million,
respectively.  The purpose of these swaps was to fix the interest rate on the $235.0 million outstanding under the term
loan facility completed in June 2008.  The swaps fixed the one month LIBOR rate at 3.605% and 3.70%,
respectively.  When combined with the current spread of 160 basis points which can vary based on changes in our
debt ratings, these swap agreements fix our interest rate on the $235.0 million of variable rate debt at 5.25% until
April 1, 2011.

In October 2008, our debt rating was upgraded by the Standard and Poor’s Ratings Services from BBB- to BBB,
making us one of only two REITs to receive a ratings upgrade in 2008.  We currently have an investment grade rating
with Moody’s Investors Service of Baa3.  Because of this upgrade, one of our line of credit borrowing rates decreased
to LIBOR plus 60 basis points.  Of the $161.5 million outstanding on our unsecured lines of credit as of December 31,
2008, the borrowing rates range from LIBOR plus 60 basis points to LIBOR plus 75 basis points.

We believe our current balance sheet position is financially sound, however due to the current weakness in and
unpredictability of the capital and credit markets we can give no assurance that affordable access to capital will exist
between now and 2011 when our next debt maturities occur.  As a result, our current primary focus is to strengthen
our capital and liquidity position by controlling and reducing construction and overhead costs, generating positive
cash flows from operations to cover our dividend and reducing outstanding debt.
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The Factory Outlet Concept

Factory outlets are manufacturer-operated retail stores that sell primarily first quality, branded products at significant
discounts from regular retail prices charged by department stores and specialty stores. Factory outlet centers offer
numerous advantages to both consumers and manufacturers.  Manufacturers selling in factory outlet stores are often
able to charge customers lower prices for brand name and designer products by eliminating the third party
retailer.  Factory outlet centers also typically have lower operating costs than other retailing formats, which enhance
the manufacturer’s profit potential.  Factory outlet centers enable manufacturers to optimize the size of production runs
while continuing to maintain control of their distribution channels.  In addition, factory outlet centers benefit
manufacturers by permitting them to sell out-of-season, overstocked or discontinued merchandise without alienating
department stores or hampering the manufacturer’s brand name, as is often the case when merchandise is distributed
via discount chains.

We believe that factory outlet centers will continue to present attractive opportunities for capital investment in the
long-term. We further believe, based upon our contacts with present and prospective tenants that many companies will
continue to utilize the factory outlet concept as a profitable distribution vehicle.  However, due to present economic
conditions and illiquidity in the financial and credit markets, new development or expansion may not provide the
attractive investment returns historically achieved.

Our Factory Outlet Centers

Each of our factory outlet centers carries the Tanger brand name.  We believe that national manufacturers and
consumers recognize the Tanger brand as one that provides factory outlet shopping centers where consumers can trust
the brand, quality and price of the merchandise they purchase directly from the manufacturers.

As one of the original participants in this industry, we have developed long-standing relationships with many national
and regional manufacturers.  Because of our established relationships with many manufacturers, we believe we are
well positioned for the long-term.

Our factory outlet centers range in size from 24,619 to 729,315 square feet and are typically located at least 10 miles
from major department stores and manufacturer-owned, full-price retail stores.  Manufacturers prefer these locations
so that they do not compete directly with their major customers and their own stores. Many of our factory outlet
centers are located near tourist destinations to attract tourists who consider shopping to be a recreational activity.  Our
centers are typically situated in close proximity to interstate highways that provide accessibility and visibility to
potential customers.

As of February 1, 2009, we had a diverse tenant base comprised of approximately 370 different well-known, upscale,
national designer or brand name concepts, such as Polo Ralph Lauren, Off Saks Fifth Avenue, Neiman Marcus, GAP,
Banana Republic, Old Navy, Liz Claiborne, Juicy, Kate Spade, Lucky Brand Jeans, Reebok, Tommy Hilfiger,
Abercrombie & Fitch, Hollister, Eddie Bauer, Coach Leatherware, Brooks Brothers, BCGB, Michael Kors, Nike and
others.  Most of the factory outlet stores are directly operated by the respective manufacturer.

No single tenant (including affiliates) accounted for 10% or more of combined base and percentage rental revenues
during 2008, 2007 and 2006.  As of February 1, 2009, our largest tenant, The Gap Inc., including all of its store
concepts, accounted for approximately 8.4% of our leasable square feet.  Because our typical tenant is a large, national
manufacturer, we have not experienced any significant problems with respect to rent collections or lease defaults.

Revenues from fixed rents and operating expense reimbursements accounted for approximately 91% of our total
revenues in 2008.  Revenues from contingent sources, such as percentage rents, vending income and miscellaneous
income, accounted for approximately 9% of 2008 revenues.  In conclusion, only small portions of our revenues are
dependent on contingent revenue sources.
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Business History

Stanley K. Tanger, the Company’s founder and Chairman of the Board of Directors, entered the factory outlet center
business in 1981.  Prior to founding our company, Stanley K. Tanger and his son, Steven B. Tanger, our President and
Chief Executive Officer, built and managed a successful family owned apparel manufacturing business,
Tanger/Creighton Inc., or Tanger/Creighton, which business included the operation of five factory outlet
stores.  Based on their knowledge of the apparel and retail industries, as well as their experience operating
Tanger/Creighton’s factory outlet stores, they recognized that there would be a demand for factory outlet centers where
a number of manufacturers could operate in a single location and attract a large number of shoppers.

In 1981, Stanley K. Tanger began developing successful factory outlet centers.  Steven B. Tanger joined the Company
in 1986.  By June 1993, the Tangers had developed 17 centers totaling approximately 1.5 million square feet. In June
1993, we completed our initial public offering, making Tanger Factory Outlet Centers, Inc. the first publicly traded
outlet center company.  Since our initial public offering, we have grown our portfolio through the strategic
development, expansion and acquisition of outlet centers and are now one of the largest owner operators of factory
outlet centers in the country.

Business Strategy

Our company has been built on a firm foundation of strong and enduring business relationships coupled with
conservative business practices.  We partner with many of the world’s best known and most respected retailers and
manufacturers.  By fostering and maintaining strong tenant relationships with these successful, high volume
companies, we have been able to solidify our position as a leader in the outlet industry for more than a quarter
century.  The confidence and trust that we have developed with our retail partners from the very beginning has
allowed us to forge the impressive retail alliances that we enjoy today with approximately 370 brand name
manufacturers.

Nothing takes the place of experience.  We have had a solid track record of success in the outlet industry for the past
28 years.  In 1993, Tanger led the way by becoming the industry’s first outlet center company to be publicly
traded.  Our seasoned team of real estate professionals utilizes the knowledge and experience that we have gained to
give us a competitive advantage and a history of accomplishments in the manufacturers’ outlet business.

We are proud to report that as of December 31, 2008, our wholly- owned outlet centers were 97% occupied with
average tenant sales of $328 per square foot.  Our properties have had an average occupancy rate of 95% or greater on
December 31st of each year since 1981. The ability to achieve this level of performance is a testament to our
long-standing relationships, industry experience and our expertise in the development and operation of manufacturers'
outlet centers.
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Growth Strategy

Growth doesn’t happen by chance.  Our goal is to build shareholder value through a comprehensive, conservative plan
for sustained, long-term growth.  We focus our efforts on increasing rents in our existing centers, renovation and
expansion of our mature centers and reaching new markets through the ground-up development or acquisition of new
outlet centers.

Increasing Rents at Existing Centers

Our leasing team implements an ongoing strategy designed to positively impact our bottom line.  This is accomplished
through the aggressive marketing of available space to maintain our standard for high occupancy levels.  Leases are
negotiated to provide for inflation-based contractual rent increases or periodic fixed contractual rent increases and
percentage rents.  Due to the overall high performance of our shopping centers, we have historically been able to
renew leases at higher base rents per square-foot and attract stronger, more popular brands to replace under
performing tenants.

Developing New Centers and Expanding Existing Centers

We believe that there continue to be opportunities to introduce the Tanger brand in untapped or under-served markets
across the United States of America in the long-term.  As we search the country looking for new markets, we do our
homework and determine site viability on a timely and cost-effective basis.  Our 28 years of outlet industry
experience, extensive development expertise and strong retail relationships give us a distinct competitive
advantage.  Keeping our shopping centers across the nation vibrant and growing is a key part of our formula for
success.  In order to maintain our reputation as the premiere outlet shopping destination in the markets that we serve,
we have an ongoing program of renovations and expansions taking place at our outlet centers coast to coast.  We hope
that the current difficult conditions will moderate over time but the timing of an economic recovery is unclear and
these conditions may not improve quickly. While we expect development to continue to be important to the growth of
our portfolio in the long-term, we expect decreasing levels of development activity in 2009 as compared to prior
years.

We follow a general set of guidelines when evaluating opportunities for the development or acquisition of new
centers.  This typically includes seeking locations within markets that have at least 1 million people residing within a
30 to 40 mile radius with an average household income of at least $65,000 per year, frontage on a major interstate or
roadway that has excellent visibility and a traffic count of at least 55,000 cars per day.  Leading tourist, vacation and
resort markets that receive at least 5 million visitors annually are also on our development radar and are closely
evaluated.  Although our current goal is to target sites that are large enough to support centers with approximately 75
stores totaling at least 300,000 square feet, we maintain the flexibility to vary our minimum requirements based on the
unique characteristics of a site and our prospects for future growth and success.

In order to help ensure the viability of proceeding with a project, we gauge the interest of our retail partners
first.  Historically, we required that at least 50% of the space in each center is pre-leased prior to acquiring the site and
beginning construction.  Given the current economic environment, we are taking a cautionary approach to
development in order to insure the success of our future projects.  Our pre-leasing policy is consistent with our
conservative financing perspective and the discipline we impose upon ourselves.  Construction of a new factory outlet
center has normally taken us nine to twelve months from groundbreaking to the opening of the first tenant
stores.  Construction for expansion and renovation to existing properties typically takes less time, usually between six
to nine months depending on the scope of the project.

Acquiring Centers
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As a means of creating a presence in key markets and to create shareholder value, we may selectively choose to
acquire individual properties or portfolios of properties that meet our strategic investment criteria.  We believe that
our extensive experience in the outlet center business, access to capital markets, familiarity with real estate markets
and our management experience will allow us to evaluate and execute our acquisition strategy successfully over time.
Through our tenant relationships, our leasing professionals have the ability to implement a remerchandising strategy
when needed to increase occupancy rates and value.  We believe that our managerial skills, marketing expertise and
overall outlet industry experience will also allow us to add long-term value and viability to these centers.
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Operating Strategy

Increasing cash flow to enhance the value of our properties and operations remains a primary business objective.
Through targeted marketing and operational efficiencies, we strive to improve sales and profitability for our tenants
and our shopping centers as a whole.  Achieving higher base and percentage rents and generating additional income
from temporary leasing, vending and other sources also remains an important focus and goal.

Leasing

The long-standing retailer relationships that we enjoy allow us the ability to provide our shoppers with a collection of
the world’s most popular outlet stores. Tanger customers shop and save on their favorite brand name merchandise
including men's, women's and children's ready-to-wear, lifestyle apparel, footwear, jewelry & accessories, tableware,
housewares, luggage and domestic goods.  In order that our centers can perform at a high level, our leasing
professionals continually monitor and evaluate tenant mix, store size, store location and sales performance.  They also
work to assist our tenants through re-sizing and re-location of retail space within each of our centers for maximum
sales of each retail unit across our portfolio.

Marketing

Our marketing plans deliver compelling, well-crafted messages or enticing promotions and events to targeted
audiences for tangible, meaningful and measurable results.  Our plans are based on a basic measure of success –
increase sales and traffic for our retail partners and we will create successful centers.  Utilizing a strategic mix of print,
radio, television, direct mail, website, internet advertising and public relations, we consistently reinforce the message
that “Tanger is the place to shop for the best brands and the biggest outlet savings - direct from the manufacturer”.  Our
marketing efforts are also designed to build loyalty with current Tanger shoppers and create awareness with potential
customers.  The majority of consumer-marketing expenses incurred by us are reimbursable by our tenants.

Capital Strategy

We believe we achieve a strong and flexible financial position by attempting to: (1) manage our leverage position
relative to our portfolio when pursuing new development and expansion opportunities, (2) extend and sequence debt
maturities, (3) manage our interest rate risk through a proper mix of fixed and variable rate debt, (4) maintain access to
our liquidity by using our lines of credit in a conservative manner and (5) preserve internally generated sources of
capital by strategically divesting our underperforming assets and maintaining a conservative distribution payout ratio.

Our goal is to retain the ability to raise additional capital, including public debt or equity, to pursue attractive
investment opportunities that may arise and to otherwise act in a manner that we believe to be in our shareholders’ best
interests.  We believe our current balance sheet position is financially sound; however, due to the current weakness
and unpredictability in the capital and credit markets, we can give no assurance that affordable access to capital will
exist between now and 2011 when our next debt maturities occur.  As a result, our current primary focus is to
strengthen our capital and liquidity position by controlling and reducing construction and overhead costs, generating
positive cash flows from operations to cover our dividend and reducing outstanding debt.

At the 2007 Annual Shareholders’ Meeting, we increased our authorized common shares from 50.0 million to 150.0
million and added four additional classes of preferred shares with an authorized number of four million shares
each.  We are a well known seasoned issuer with a shelf registration that allows us to register unspecified amounts of
different classes of securities on Form S-3.  We intend to update our shelf registration during the second quarter of
2009.  To generate capital to reinvest into other attractive investment opportunities, we may also consider the use of
additional operational and developmental joint ventures, the sale or lease of outparcels on our existing properties and
the sale of certain properties that do not meet our long-term investment criteria.  Based on cash provided by
operations, existing credit facilities, ongoing negotiations with certain financial institutions and our ability to sell debt
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or equity subject to market conditions, we believe that we have access to the necessary financing to fund the planned
capital expenditures during 2009.

In October 2008, our debt rating was upgraded by the Standard and Poor’s Ratings Services from BBB- to BBB,
making us one of only two REITs to receive a ratings upgrade in 2008.  We currently have an investment grade rating
with Moody’s Investors Service of Baa3.  Because of this upgrade, one of our line of credit borrowing rates decreased
to LIBOR plus 60 basis points.  Of the $161.5 million outstanding on our unsecured lines of credit as of December 31,
2008, the borrowing rates range from LIBOR plus 60 basis points to LIBOR plus 75 basis points.

Competition

We carefully consider the degree of existing and planned competition in a proposed area before deciding to develop,
acquire or expand a new center.  Our centers compete for customers primarily with factory outlet centers built and
operated by different developers, traditional shopping malls and full- and off-price retailers.  However, we believe that
the majority of our customers visit factory outlet centers because they are intent on buying name-brand products at
discounted prices.  Traditional full- and off-price retailers are often unable to provide such a variety of name-brand
products at attractive prices.
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Tenants of factory outlet centers typically avoid direct competition with major retailers and their own specialty stores,
and, therefore, generally insist that the outlet centers be located not less than 10 miles from the nearest major
department store or the tenants’ own specialty stores.  For this reason, our centers compete only to a very limited extent
with traditional malls in or near metropolitan areas.

We compete with two large national owners of factory outlet centers and numerous small owners.  During the last
several years, the factory outlet industry has been consolidating with smaller, less capitalized operators struggling to
compete with, or being acquired by, larger, national factory outlet operators.  High barriers to entry in the factory
outlet industry, including the need for extensive relationships with premier brand name manufacturers, have
minimized the number of new factory outlet centers. This consolidation trend and the high barriers to entry, along
with our national presence, access to capital and extensive tenant relationships, have allowed us to grow our business
and improve our market position.

Corporate and Regional Headquarters

We rent space in an office building in Greensboro, North Carolina in which our corporate headquarters are located.  In
addition, we rent a regional office in New York City, New York under a lease agreement and sublease agreement to
better service our principal fashion-related tenants, many of whom are based in and around that area.

We maintain offices and employ on-site managers at 31 centers. The managers closely monitor the operation,
marketing and local relationships at each of their centers.

Insurance

We believe that as a whole our properties are covered by adequate comprehensive liability, fire, flood, earthquake and
extended loss insurance provided by reputable companies with commercially reasonable and customary deductibles
and limits.  Northline Indemnity, LLC, or Northline, a wholly-owned captive insurance subsidiary of the Operating
Partnership, is responsible for losses up to certain levels for property damage (including wind damage from
hurricanes) prior to third-party insurance coverage.  Specified types and amounts of insurance are required to be
carried by each tenant under their lease agreement with us.  There are however, types of losses, like those resulting
from wars or nuclear radiation, which may either be uninsurable or not economically insurable in some or all of our
locations.  An uninsured loss could result in a loss to us of both our capital investment and anticipated profits from the
affected property.

Employees

As of February 1, 2009, we had 207 full-time employees, located at our corporate headquarters in North Carolina, our
regional office in New York and our 31 business offices.  At that date, we also employed 233 part-time employees at
various locations.
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Item 1A.Risk Factors

Risks Related to our Business

We face competition for the acquisition of factory outlet centers, and we may not be able to complete acquisitions that
we have identified.

One component of our business strategy is expansion through acquisitions, and we may not be successful in
completing acquisitions that are consistent with our strategy. We compete with institutional pension funds, private
equity investors, other REITs, small owners of factory outlet centers, specialty stores and others who are engaged in
the acquisition, development or ownership of factory outlet centers and stores. These competitors may affect the
supply/demand dynamics and, accordingly, increase the price we must pay for factory outlet centers we seek to
acquire.  These competitors may succeed in acquiring those factory outlet centers themselves. Also, our potential
acquisition targets may find our competitors to be more attractive acquirers because they may have greater marketing
and financial resources, may be willing to pay more, or may have a more compatible operating philosophy. In
addition, the number of entities competing for factory outlet centers may increase in the future, which would increase
demand for these factory outlet centers and the prices we must pay to acquire them. If we pay higher prices for factory
outlet centers, our profitability may be reduced. Also, once we have identified potential acquisitions, such acquisitions
are subject to the successful completion of due diligence, the negotiation of definitive agreements and the satisfaction
of customary closing conditions.  We cannot assure you that we will be able to reach acceptable terms with the sellers
or that these conditions will be satisfied.
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The economic performance and the market value of our factory outlet centers are dependent on risks associated with
real property investments.

Real property investments are subject to varying degrees of risk. The economic performance and values of real estate
may be affected by many factors, including changes in the national, regional and local economic climate, inflation,
unemployment rates, consumer confidence, local conditions such as an oversupply of space or a reduction in demand
for real estate in the area, the attractiveness of the properties to tenants, competition from other available space, our
ability to provide adequate maintenance and insurance and increased operating costs.

Real property investments are relatively illiquid.

Our factory outlet centers represent a substantial portion of our total consolidated assets.  These assets are relatively
illiquid.  As a result, our ability to sell one or more of our factory outlet centers in response to any changes in
economic or other conditions is limited.  If we want to sell a factory outlet center, there can be no assurance that we
will be able to dispose of it in the desired time period or that the sales price will exceed the cost of our investment.

Our earnings and therefore our profitability are entirely dependent on rental income from real property.

Substantially all of our income is derived from rental income from real property. Our income and funds for
distribution would be adversely affected if a significant number of our tenants were unable to meet their obligations to
us or if we were unable to lease a significant amount of space in our centers on economically favorable lease terms. In
addition, the terms of factory outlet store tenant leases traditionally have been significantly shorter than in other retail
segments. There can be no assurance that any tenant whose lease expires in the future will renew such lease or that we
will be able to re-lease space on economically favorable terms.

We are subject to the risks associated with debt financing.

We are subject to the risks associated with debt financing, including the risk that the cash provided by our operating
activities will be insufficient to meet required payments of principal and interest.  If the national and world-wide
financial crisis continues, disruptions in the capital and credit markets may adversely affect our operations, including
the ability to fund the planned capital expenditures and potential new developments or acquisitions.  Further, there is
the risk that we will not be able to repay or refinance existing indebtedness or that the terms of any refinancing will
not be as favorable as the terms of existing indebtedness. If we are unable to access capital markets to refinance our
indebtedness on acceptable terms, we might be forced to dispose of properties on disadvantageous terms, which might
result in losses.

We are substantially dependent on the results of operations of our retailers.

Our operations are necessarily subject to the results of operations of our retail tenants. A portion of our rental revenues
are derived from percentage rents that directly depend on the sales volume of certain tenants. Accordingly, declines in
these tenants' results of operations would reduce the income produced by our properties. If the sales of our retail
tenants decline sufficiently, such tenants may be unable to pay their existing rents as such rents would represent a
higher percentage of their sales. Any resulting leasing delays, failures to make payments or tenant bankruptcies could
result in the termination of such tenants' leases.

A number of companies in the retail industry, including some of our tenants, have declared bankruptcy or have
voluntarily closed certain of their stores in recent years. The bankruptcy of a major tenant or number of tenants may
result in the closing of certain affected stores, and we may not be able to re-lease the resulting vacant space for some
time or for equal or greater rent. Such bankruptcy could have a material adverse effect on our results of operations and
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could result in a lower level of funds for distribution.
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We are required by law to make distributions to our shareholders.

To obtain the favorable tax treatment associated with our qualification as a REIT, generally, we are required to
distribute to our common and preferred shareholders at least 90.0% of our net taxable income (excluding capital
gains) each year. We depend upon distributions or other payments from our Operating Partnership to make
distributions to our common and preferred shareholders.

Our failure to qualify as a REIT could subject our earnings to corporate level taxation.

We believe that we have operated and intend to operate in a manner that permits us to qualify as a REIT under the
Internal Revenue Code of 1986, as amended. However, we cannot assure you that we have qualified or will remain
qualified as a REIT. If in any taxable year we were to fail to qualify as a REIT and certain statutory relief provisions
were not applicable, we would not be allowed a deduction for distributions to shareholders in computing taxable
income and would be subject to U.S. federal income tax (including any applicable alternative minimum tax) on our
taxable income at regular corporate rates. Our failure to qualify for taxation as a REIT would have an adverse effect
on the market price and marketability of our securities.

We depend on distributions from our Operating Partnership to meet our financial obligations, including dividends.

Our operations are conducted by our Operating Partnership, and our only significant asset is our interest in our
Operating Partnership.  As a result, we depend upon distributions or other payments from our Operating Partnership in
order to meet our financial obligations, including our obligations under any guarantees or to pay dividends or
liquidation payments to our common and preferred shareholders.  As a result, these obligations are effectively
subordinated to existing and future liabilities of the Operating Partnership.  Our Operating Partnership is a party to
loan agreements with various bank lenders that require our Operating Partnership to comply with various financial and
other covenants before it may make distributions to us.  Although our Operating Partnership presently is in
compliance with these covenants, we cannot assure you that it will continue to be in compliance and that it will be
able to make distributions to us.

We may be unable to develop new factory outlet centers or expand existing factory outlet centers successfully.

We continue to develop new factory outlet centers and expand factory outlet centers as opportunities arise. However,
there are significant risks associated with our development activities in addition to those generally associated with the
ownership and operation of established retail properties. While we have policies in place designed to limit the risks
associated with development, these policies do not mitigate all development risks associated with a project. These
risks include the following:

•significant expenditure of money and time on projects that may be delayed or never be completed;

•higher than projected construction costs;

•shortage of construction materials and supplies;

•failure to obtain zoning, occupancy or other governmental approvals or to the extent required, tenant approvals; and

•late completion because of construction delays, delays in the receipt of zoning, occupancy and other approvals or
other factors outside of our control.

Any or all of these factors may impede our development strategy and adversely affect our overall business.
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An uninsured loss or a loss that exceeds our insurance policies on our factory outlet centers or the insurance policies
of our tenants could subject us to lost capital or revenue on those centers.

Some of the risks to which our factory outlet centers are subject, including risks of war and earthquakes, hurricanes
and other natural disasters, are not insurable or may not be insurable in the future. Should a loss occur that is
uninsured or in an amount exceeding the combined aggregate limits for the insurance policies noted above or in the
event of a loss that is subject to a substantial deductible under an insurance policy, we could lose all or part of our
capital invested in and anticipated revenue from one or more of our factory outlet centers, which could adversely
affect our results of operations and financial condition, as well as our ability to make distributions to our shareholders.

Under the terms and conditions of our leases, tenants generally are required to indemnify and hold us harmless from
liabilities resulting from injury to persons and contamination of air, water, land or property, on or off the premises,
due to activities conducted in the leased space, except for claims arising from negligence or intentional misconduct by
us or our agents. Additionally, tenants generally are required, at the tenant's expense, to obtain and keep in full force
during the term of the lease, liability and property damage insurance policies issued by companies acceptable to us.
These policies include liability coverage for bodily injury and property damage arising out of the ownership, use,
occupancy or maintenance of the leased space. All of these policies may involve substantial deductibles and certain
exclusions.  Therefore, an uninsured loss or loss that exceeds the insurance policies of our tenants could also subject
us to lost capital or revenue.

We may be subject to environmental regulation.

Under various federal, state and local laws, ordinances and regulations, we may be considered an owner or operator of
real property and may be responsible for paying for the disposal or treatment of hazardous or toxic substances released
on or in our property or disposed of by us, as well as certain other potential costs which could relate to hazardous or
toxic substances (including governmental fines and injuries to persons and property). This liability may be imposed
whether or not we knew about, or were responsible for, the presence of hazardous or toxic substances.
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Historically high fuel prices may impact consumer travel and spending habits.

Our markets recently experienced historically high fuel prices. Most shoppers use private automobile transportation to
travel to our factory outlet centers and many of our centers are not easily accessible by public transportation.
Increasing fuel costs may reduce the number of trips to our centers thus reducing the amount spent at our centers.
Many of our factory outlet center locations near tourist destinations may experience an even more acute reduction of
shoppers if there were a reduction of people opting to drive to vacation destinations. Such reductions in traffic could
adversely impact our percentage rents and ability to renew and release space at current rental rates.

Increasing fuel costs may also reduce disposable income and decrease demand for retail products. Such a decrease
could adversely affect the results of operations of our retail tenants and adversely impact our percentage rents and
ability to renew and release space at current rental rates.

Item 1B.Unresolved Staff Comments

There are no unresolved staff comments from the Commission.

Item 2. Properties

As of February 1, 2009, our wholly-owned portfolio consisted of 31 outlet centers totaling 9.2 million square feet
located in 21 states. We operate and own interests in two other centers totaling approximately 950,000 square feet
through unconsolidated joint ventures.  Our centers range in size from 24,619 to 729,315 square feet.  The centers are
generally located near tourist destinations or along major interstate highways to provide visibility and accessibility to
potential customers.

We believe that the centers are well diversified geographically and by tenant and that we are not dependent upon any
single property or tenant.  Our Foley, Alabama and Riverhead, New York centers are the only properties that
represented more than 10% of our consolidated total assets or consolidated total revenues as of December 31, 2008.
See “Business and Properties - Significant Property”.

We have an ongoing strategy of acquiring centers, developing new centers and expanding existing centers. See
“Management’s Discussion and Analysis of Financial Condition and Results of Operations--Liquidity and Capital
Resources” for a discussion of the cost of such programs and the sources of financing thereof.

With the acquisition of the remaining 50% interest in the Myrtle Beach Hwy 17 joint venture in January 2009, we now
have one center which serves as collateral for a mortgage note payable.  Of the 31 outlet centers in our wholly-owned
portfolio, we own the land underlying twenty-seven and have ground leases on four. The land on which the Sevierville
center is located is subject to long-term ground leases expiring in 2046.  The land parcel on which the original
Riverhead center is located, approximately 47 acres, is also subject to a ground lease with an initial term that was
automatically renewed for an additional five years in 2004, with renewal at our option for up to six more additional
terms of five years each.  Terms on the Riverhead center ground lease are renewed automatically unless we give
notice otherwise.  The land parcel on which the Riverhead center expansion is located, containing approximately 43
acres, is owned by us.  The 2.7 acre land parcel on which part of the Rehoboth Beach center is located, is also subject
to a ground lease with an initial term expiring in 2044, with renewal at our option for additional terms of twenty years
each.  The approximately 40 acre land parcel on which the Myrtle Beach Hwy 17 center is located is subject to a
ground lease with an initial term that expires in 2026 and contains provisions for seven successive renewal options of
ten years each.
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The initial term of our typical tenant lease averages approximately five years.  Generally, leases provide for the
payment of fixed monthly rent in advance.  There are often contractual base rent increases during the initial term of
the lease. In addition, the rental payments are customarily subject to upward adjustments based upon tenant sales
volume.  Most leases provide for payment by the tenant of real estate taxes, insurance, common area maintenance,
advertising and promotion expenses incurred by the applicable center.  As a result, the majority of our operating
expenses for the centers are borne by the tenants.
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The following table summarizes certain information with respect to our wholly-owned outlet centers as of February 1,
2009.  

State
Number of
Centers

Square
Feet

%
of Square
Feet

South Carolina   4 1,569,268      17
Georgia   3    826,643       9
New York   1    729,315       8
Pennsylvania   2    625,678       7
Texas   2    619,806       7
Delaware   1    568,869       6
Alabama   1    557,185       6
Michigan   2    436,751       5
Tennessee   1    419,038       4
Missouri   1    302,992       3
Utah   1    298,379       3
Connecticut   1    291,051       3
Louisiana   1    282,403       3
Iowa   1    277,230       3
Oregon   1    270,280       3
Illinois   1    256,514       3
New Hampshire   1    245,563       3
Florida   1    198,950       2
North Carolina   2    186,413       2
California   1    171,300       2
Maine   2      84,313       1
Total 31 9,217,941 100
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The following table summarizes certain information with respect to our existing outlet centers in which we have an
ownership interest as of February 1, 2009.  Except as noted, all properties are fee owned.

Location
Square
Feet  

%      
Occupied

Wholly-Owned Outlet Centers
Riverhead, New York (1) 729,315 97
Rehoboth, Delaware (1) 568,869 98
Foley, Alabama 557,185 92
San Marcos, Texas 442,006 98
Myrtle Beach Hwy 501, South Carolina 426,417 88
Sevierville, Tennessee (1) 419,038 98
Myrtle Beach Hwy 17, South Carolina (1) 402,442 100
Hilton Head, South Carolina 388,094 89
Washington, Pennsylvania 370,526 83
Charleston, South Carolina 352,315 94
Commerce II, Georgia 347,025 94
Howell, Michigan 324,631 98
Branson, Missouri 302,992 96
Park City, Utah 298,379 100
Locust Grove, Georgia 293,868 97
Westbrook, Connecticut 291,051 96
Gonzales, Louisiana 282,403 100
Williamsburg, Iowa 277,230 99
Lincoln City, Oregon 270,280 95
Tuscola, Illinois 256,514 80
Lancaster, Pennsylvania 255,152 100
Tilton, New Hampshire 245,563 98
Fort Meyers, Florida 198,950 96
Commerce I, Georgia 185,750 72
Terrell, Texas 177,800 97
Barstow, California 171,300 100
West Branch, Michigan 112,120 98
Blowing Rock, North Carolina 104,235 100
Nags Head, North Carolina 82,178 97
Kittery I, Maine 59,694 100
Kittery II, Maine 24,619 100

9,217,941 95 (2)

Unconsolidated Joint Ventures
Wisconsin Dells, Wisconsin (50% owned) 264,929 97
Deer Park, New York (33.3% owned) (3) 684,952 78

(1)   These properties or a portion thereof are subject to a ground lease.
(2)  Excludes the occupancy rate at our Washington, Pennsylvania outlet center which opened during the third quarter

of 2008 and has not yet stabilized.
(3)  Includes a 29,253 square foot warehouse adjacent to the property utilized to support the operations of the retail

tenants.
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Lease Expirations

The following table sets forth, as of February 1, 2009, scheduled lease expirations for our wholly-owned outlet
centers, assuming none of the tenants exercise renewal options.

Year

No. of 
Leases
Expiring

Approx.
Square
Feet(1)

Average
Annualized

Base
Rent per sq. ft

Annualized
Base Rent (2)

% of Gross
Annualized
Base Rent
Represented

by
Expiring
Leases

2009 178 689,000 $ 17.09  $ 11,777,000 8
2010 318 1,315,000   17.98 23,642,000 16
2011 324 1,503,000   16.75 25,168,000 16
2012 313 1,491,000   16.90 25,191,000 16
2013 330 1,488,000   19.39 28,859,000 19
2014 126 643,000   16.82 10,815,000 7
2015 40 179,000   18.50 3,311,000 2
2016 45 194,000   20.61 3,999,000 3
2017 63 269,000   20.93 5,630,000 4
2018 63 286,000   27.77 7,942,000 5

2019 &
thereafter

48 271,000   23.63 6,404,000 4

1,848 8,328,000 $18.34 $152,738,000 100

(1) Excludes leases that have been entered into but which tenant has not yet taken
possession, vacant suites,  space under construction, temporary leases and
month-to-month leases totaling in the aggregate approximately 890,000 square feet.

(2) Annualized base rent is defined as the minimum monthly payments due as of February
1, 2009 annualized, excluding periodic contractual fixed increases and rents calculated
based on a percentage of tenants’ sales.
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Rental and Occupancy Rates

The following table sets forth information regarding the expiring leases for our wholly-owned outlet centers during
each of the last five calendar years.

Total Expiring
Renewed by Existing

Tenants

Year
       Square

Feet

% of
Total Center
Square Feet

      Square
Feet

% of
Expiring

Square Feet
2008 1,350,000 16 1,103,000 82
2007 1,572,000 19 1,246,000 79
2006 1,760,000 21 1,466,000 83
2005 1,812,000 22 1,525,000 84
2004 1,790,000 20 1,571,000 88

The following tables set forth the weighted average base rental rate increases per square foot on both a cash and
straight-line basis for our wholly-owned outlet centers upon re-leasing stores that were turned over or renewed during
each of the last five calendar years.

 Cash Basis (excludes periodic, contractual fixed rent increases)

Renewals of Existing Leases Stores Re-leased to New Tenants (1)

Average Annualized Base Rents
Average Annualized Base

Rents
($ per sq. ft.) ($ per sq. ft.)

Year Square Feet Expiring New
%     

Increase
Square
Feet Expiring New

%     
 Increase

2008 1,103,000 $ 17.33 $ 19.69 14 492,000 $ 18.39 $ 24.48      33
2007 1,246,000 $ 16.11 $ 17.85 11 610,000 $ 17.07 $ 22.26      30
2006 1,466,000 $ 15.91 $ 17.22 8 465,000 $ 16.43 $ 19.16      17
2005 1,525,000 $ 15.44 $ 16.37 6 419,000 $ 16.56 $ 17.74      7
2004 1,571,000 $ 13.63 $ 14.40 6 427,000 $ 16.43 $ 17.27      5

Straight-line Basis (includes periodic, contractual fixed rent increases) (2)

Renewals of Existing Leases Stores Re-leased to New Tenants (1)

Average Annualized Base Rents
Average Annualized Base

Rents
($ per sq. ft.) ($ per sq. ft.)

Year
Square
Feet Expiring New

%    
Increase

Square
Feet Expiring New

%      
Increase

2008 1,103,000 $ 17.29 $ 20.31 17 492,000 $ 18.03 $ 25.97 44
2007 1,246,000 $ 15.94 $ 18.15 14 610,000 $ 16.75 $ 23.41      40
2006 1,466,000 $ 15.65 $ 17.43 11 465,000 $ 16.19 $ 19.90      23

(1)
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The square footage released to new tenants for 2008, 2007, 2006, 2005 and 2004
contains 139,000, 164,000, 129,000, 112,000 and 94,000 square feet, respectively, that
was released to new tenants upon expiration of an existing lease during the current year.

(2) Information not available prior to 2006.
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Occupancy Costs

We believe that our ratio of average tenant occupancy cost (which includes base rent, common area maintenance, real
estate taxes, insurance, advertising and promotions) to average sales per square foot is low relative to other forms of
retail distribution.  The following table sets forth for tenants that report sales, for each of the last five years, tenant
occupancy costs per square foot as a percentage of reported tenant sales per square foot for our wholly-owned centers.

Year

Occupancy Costs
as a % of

Tenant Sales
2008 8.2
2007 7.7
2006 7.4
2005 7.5
2004 7.3
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Tenants
The following table sets forth certain information for our wholly-owned centers with respect to our ten largest tenants
and their store concepts as of February 1, 2009.

Tenant
Number
of Stores

Square
Feet

% of Total
Square Feet

The Gap, Inc.:
Old Navy 22 331,512 3.6
GAP 25 242,128 2.6
Banana Republic 20 167,542 1.8
Gap Kids 6 35,349 0.4

73 776,531 8.4
Phillips-Van Heusen Corporation:

Bass Shoe 29 186,518 2.0
Van Heusen 28 113,357 1.2
Calvin Klein, Inc. 14 76,891 0.9
Izod 18 48,952 0.5
Geoffrey Beene Co. Store 3 13,380 0.2

92 439,098 4.8
VF Outlet Inc.:

VF Outlet 8 199,541 2.2
Nautica Factory Stores 20 95,916 1.0
Vans 4 12,000 0.1
Nautica Kids 2 5,841 *

34 313,298 3.3
Nike:

Nike 21 295,724 3.2
Cole-Haan 3 9,223 0.1
Converse 1 3,158 *

25 308,105 3.3
Adidas:

Reebok 22 208,058 2.3
Adidas 8 74,030 0.8
Rockport 4 12,046 0.1

34 294,134 3.2
Liz Claiborne:

Liz Claiborne 23 240,409 2.6
Lucky Brand Jeans 4 12,106 0.1
DKNY Jeans 2 5,820 0.1
Juicy 2 5,275 0.1
Liz Claiborne Women 1 3,100 0.1
Liz Golf 1 2,884 *
Kate Spade 1 2,500 *

34 272,094 3.0
Dress Barn, Inc.:

Dress Barn 25 199,553 2.2
Maurice’s 9 36,027 0.4
Dress Barn Woman 3 18,572 0.2
Dress Barn Petite 2 9,570 0.1

39 263,722
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