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Item 1.01   Entry into a Material Definitive Agreement.

2006 Annual Incentive Plan

On February 23, 2006, the Board of Trustees of Pennsylvania Real Estate Investment Trust (the “Company”), upon
the recommendation of its Executive Compensation and Human Resources Committee (the “Compensation
Committee”), approved the Company’s 2006 annual incentive plan for the Company’s Chief Executive Officer and
the other members of the Company’s Office of the Chairman (collectively, the “Named Executive Officers”).
Determinations with respect to bonuses for 2005, restricted share grants and 2006 base salaries for the Named
Executive Officers have not yet been made.

For 2006, the Board of Trustees, upon recommendation of the Compensation Committee, established
performance goals applicable under the Company’s 2006 annual incentive plan. The Board of Trustees also
approved threshold (i.e., minimum), target and outperformance (i.e., maximum) cash bonus award levels,
expressed as a percentage of salary, that the Named Executive Officers are eligible to receive under the 2006
annual incentive plan. The level of the award that each of the Named Executive Officers is eligible to receive
depends upon the achievement of corporate goals, based upon the Company’s funds from operations (“FFO”) per
share and, to a lesser extent, on individual performance. FFO is a commonly used measure of operating
performance and profitability in the real estate industry. The Company computes FFO in accordance with
standards established by the National Association of Real Estate Investment Trusts.

The following table sets forth the incentive award opportunities for the Named Executive Officers under the 2006
annual incentive plan, expressed as a percentage of base salary:

Incentive Award as a Percentage of Base Salary

Title Threshold Target Outperformance

Chief Executive Officer 35% 70% 105%
Other Members of the
Office of the Chairman

30% 60% 90%

Compensation of Non-Employee Trustees

On February 23, 2006, the Board of Trustees, upon the recommendation of the Nominating and Governance
Committee, increased the annual retainer for non-employee Trustees to $30,000 per year, from $25,000 in 2005.
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     Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned hereunto duly authorized.

PENNSYLVANIA REAL ESTATE INVESTMENT TRUST

Date: March 1, 2006 By:
/s/  

Bruce Goldman        

Bruce Goldman
Executive Vice President, General Counsel and Secretary
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