ALLI ED PROPERTI ES REAL ESTATE | NVESTMENT TRUST ANNOUNCES
EXPANSI ON | NTO QUEBEC CI TY AND $32 M LLI ON PUBLI C EQUI TY OFFERI NG

Toronto, July 26, 2006 -- Allied Properties REIT (TSX AP. UN) announced
today that it has entered into an agreenent to purchase a portfolio of
predomnantly Class | office properties in Quebec City' s burgeoning
Saint Roch office node for $32.5 million. The acquisition is expected
to close on or about Septenber 5, 2006, subject to customary
condi ti ons.

The REIT also announced that it has entered into an agreenent with a
syndi cate of underwriters led by Scotia Capital Inc. to issue to the
public, on a bought deal basis, 1.9 mllion units from treasury at a
price of $17.00 per unit for gross proceeds of $32.3 mllion. The
issue will be offered in all provinces of Canada. The units being
offered have not been, and wll not be, registered under the U S.
Securities Act of 1933 and state securities laws. Cosing of the
offering is expected to occur on or about Septenber 5, 2006, and is
subject to regulatory approvals. The REIT intends to use the net
proceeds of the offering to fund the cash portion of the purchase
price of the portfolio, to repay the anpbunt drawn on its acquisition
lines of credit and for general corporate purposes.

“This is a promsing expansion for us,” said Mchael Enory, President
and CEQO “Quebec City is a strong office market with a significant
concentration of Class | properties. Saint Roch is one of the finest
urban nei ghbourhoods in Canada, in Jlarge part because of the
character, consistency and quality of its buildings. The portfolio
we’'ve agreed to acquire is conprised largely of Class | properties and
represents a strategic foothold in Quebec Cty. And the vendor, GV
Devel opnment, is a like-mnded organization with which we hope to
develop a long-term nutually beneficial relationship.”

Sai nt Roch

A downt own nei ghbourhood that has undergone extensive revitalization
in the past five years, Saint Roch is anchored by a concentration of
restored historic buildings and new buil dings al ong Charest Boul evard
and Saint Joseph Street, just to the north of Parliament HIl. Like
t he ot her urban nei ghbourhoods in which the REIT has portfolio assets,
Sai nt Roch has attracted high-quality office and retail users, as well
as a growing nunber of residential wusers. The different users are
mutually reinforcing and provide vitality and stability to the
nei ghbour hood.

GM Devel oprent

GM Devel opment has been, and continues to be, a driving force in the
revitalization of Saint Roch. It is the developer and current owner of
the portfolio. It also owns a nunber of other properties in Saint Roch
at various stages of devel opnent or redevel opnent. The REIT has agreed
to retain GM Devel opnment to nanage the portfolio jointly with its



property managenent subsidiary, Allied Properties Managenent Linmted
Par t ner shi p.

The Porfolio

The portfolio is conprised of 183,870 square feet of gross |easable
area (“GLA’) and is 98.6% leased to tenants consistent in character
and quality with the REIT s tenant base. The major tenants of the
portfolio include Ubisoft, Prormutuel, Desjardins, Mountain Equipnent
Co- @ and the Province of Quebec.

One of the buildings in the portfolio was constructed recently, and
the other four are historic structures that were thoroughly renovated
and retrofitted for office and ancillary retail use, nmking them d ass
I buildings. The following is a brief summary of the buildings
conprising the portfolio:

Addr ess GLA Cccupancy Bui | t Renovat ed
390 Charest Boul evard 73,119 99. 0% 2002 NA
410 Charest Boul evard 24,937 94. 8% 1933 2004
420 Charest Boul evard 57, 336 99. 1% 1880s and 1930 1999 and 2003
622 Saint Joseph Street 6, 920 100% 1880 2003
633 Sai nt Joseph Street 21,558 100% 1890 2002
Tot al 183, 870 98. 6%

The Acquisition

The purchase price of $32.5 mllion represents a capitalization rate
of 7.7% and a cost of $177 per square foot of GLA. On closing, each
property in the portfolio wll be subject to an existing first
nortgage. The weighted average interest rate on the existing first
nortgages is 6.2% per year. The REIT intends to work with the existing
nmortgage holders to fix the aggregate anount of first nortgage
financing on the portfolio at approximately $20 milli on.

Cautionary Statenents

This press release may contain forward-|ooking statements with respect
to the REIT, its operations, strategy, financial performance and
condi tion. These statenents generally can be identified by use of
forward |ooking words such as “my”, “wll”, “expect”, "“estinate”,
“anticipate”, intends”, “believe” or “continue” or the negative
thereof or similar variations. The actual results and performance of
the REIT discussed herein could differ materially from those expressed
or inplied by such statenments. Such statenents are qualified in their
entirety by the inherent risks and uncertainties surrounding future
expectations, including that the transactions contenplated herein are
conpl et ed. Important factors that could cause actual results to
differ materially from expectations include, anong other things,
gener al economic and market factors, conpetition, changes in
government regulations and the factors described under “Risk Factors”
in the Annual Information Form of the REIT which is available at
WWW. Sedar. com The cautionary statements qualify all forward-I|ooking
statenents attributable to the REIT and persons acting on their
behal f. Unless otherwi se stated, all forward-|ooking statenents speak
only as of the date of this press release and the parties have no
obligation to update such statenents.

“Capitalization rate” is not a nmeasure recognized under Canadi an
generally accepted accounting principles (“GAAP’) and does not have
standardi zed nmeani ngs prescribed by GAAP. Capitalization rate is

presented in this press release because managenent of the REIT
believes that this non-GAAP neasure is relevant in interpreting the
purchase price of the property being acquired. Capitalization rate,
as conputed by the REIT, may differ from simlar conputations as



reported by other simlar organizations and, accordingly, nmay not be
conparable to capitalization rate reported by such organi zati ons.

Allied Properties REIT is a leading owner and nanager of ass |
office properties in Canada, with portfolio assets in the urban areas
of Montreal, Toronto and Wnni peg. The objectives of the REIT are to
provide stable and growing cash distributions to unitholders and to
maxi m ze unithol der value through effective managenent and accretive
portfolio growth.
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Presi dent and Chi ef Executive Oficer
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