Pennsylvania Real Estate Investment Trust

Distribution Reinvestment and Share Purchase Plan

Plan Features

We are pleased to provide information about the Pennsylvania Real Estate Investment Trust (NYSE:PEI) (the “Trust”) Distribution Reinvestment and Share Purchase Plan (the “Plan”).  The Plan is a simple and convenient way to increase your investment in the Trust by automatically investing all or a portion of your quarterly cash dividends in additional shares of the Trust at a discounted price.  The Plan also provides participants with the opportunity to make optional cash payments, ranging from $250 to $5,000 per month, for the purchase of additional shares at a discounted price.  Optional cash payments in excess of $5,000 per month can only be made pursuant to an accepted Request for Waiver.

Each participant in the Plan may choose one of the three investment options listed below; however, dividends in excess of $25,000 may be reinvested only with the permission of the Trust:

1) Full Distribution Reinvestment – Participant reinvests all cash dividends on all shares registered in participant’s name and all cash dividends on all Plan shares, along with any permissible optional cash payments, toward the purchase of additional shares.

2) Partial Distribution Reinvestment – Participant reinvests all cash dividends on only those shares registered in the participant’s name that are specified on the Authorization Form and all cash dividends on all Plan shares, along with any permissible optional cash payments, toward the purchase of additional shares.
3) Optional Cash Payments Only – Participant will continue to receive cash dividends on all shares registered in participant’s name.  All cash dividends on all shares previously purchased through the Plan, however, along with any permissible optional cash payments, are invested toward the purchase of additional shares.
Plan shares will be purchased either directly from the Trust or purchased on the open market, solely at the option of the Trust.  The timing of purchases and the pricing methodology will differ under these two scenarios.  

Shares Acquired Directly from the Trust

The purchase of shares directly from the Trust will be made each month on the expected Investment Date.  The Investment Date for shares acquired directly from the Trust related to a dividend reinvestment will be the dividend payment date.  The price of shares purchased related to dividend reinvestment will be the average of the high and low sales prices on the dividend payment date, less a 1% discount.  

The Investment Date for shares acquired related to optional cash payments of between $250 and $5,000 will be the Pricing Period Investment Date, or the last day of the applicable pricing period (see Schedule A of the Plan Prospectus for a monthly listing of the expected Pricing Period Investment Dates for 2005 and 2006).  The price of shares acquired directly from the Trust related to optional cash payments will be the average of the high and low sales prices on the Pricing Period Investment Date, less a 1% discount.  

Shares Acquired Through Open Market Purchases
The purchase of shares through open market purchases will be made each month on the Investment Date.  The Investment Date for shares purchased in the open market by the Plan Administrator, Equiniti Trust Company, related to a dividend reinvestment will be a date chosen by Equiniti Trust Company, but no later than ten business days following the dividend payment date.  Shares acquired by the Plan in the open market will be priced at the weighted average of the actual prices paid for all shares purchased by Equiniti Trust Company, less a 1% discount.

The Investment Date for shares acquired in the open market by Equiniti Trust Company related to optional cash payments of between $250 and $5,000 shall be a date chosen by Equiniti Trust Company, but no later than 30 days from the corresponding Optional Cash Payment Due Date (see Schedule A of the Prospectus for a monthly listing of the expected Optional Cash Payment Due Dates).  Shares acquired by the Plan in the open market, for a given month, will be priced at the weighted average of the actual prices paid for all shares purchased by Equiniti Trust Company, less a 1% discount.  

The Trust will pay any brokerage commissions or other fees paid by Equiniti Trust Company in connection with the open market purchases.  Equiniti Trust Company may make open market purchases on any securities exchange where the shares are traded, in the over-the-counter market or by negotiated transactions, and may be subject to such terms with respect to price, delivery and other matters as agreed to by Equiniti Trust Company.  When making open market purchases, Equiniti Trust Company will use reasonable efforts to purchase shares at the lowest possible price.

Regardless of whether shares are purchased directly from the Trust or acquired in the open market, Equiniti Trust Company will provide for the safekeeping of certificates for shares credited to each Plan account.  Each participant will receive an account statement following each purchase of additional shares.

*     *     *     *     *     *

The foregoing description of the Plan is only a summary and does not constitute a “prospectus” pursuant to Section 2(a)(10)(a) of the Securities Act of 1933, as amended.  Offers and sales of shares are only made pursuant to the Plan Prospectus, a copy of which is enclosed herewith.  If you are interested in enrolling in the Plan, you should read the Plan Prospectus carefully for more complete information about the Trust and the Plan.  To enroll in the Plan, you must complete and forward the enclosed Authorization Form to Equiniti Trust Company in the enclosed pre-addressed envelope.  

Participation in the Plan is optional.  If you do not wish to participate in the Plan, you will continue to receive checks for your dividends as they are paid.  A participant may withdraw from the Plan or sell a portion of their plan shares at any time; however, the participant must pay a nominal fee per transaction to Equiniti Trust Company, any related brokerage commissions and any applicable share transfer taxes.  The Trust may suspend, terminate or amend the Plan at any time.

