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Dan Selis, who began Mission Brewery nearly a decade ago in a former Wonder Bread bakery near Petco Park, is among the handful of beer company owners exploring a new kind of financing
called equity crowdiunding, which allows non-accredited as well as accredited inveslors to buy a plece of the company.

Mission:

S0 far, the brewing company has raised
nearly a quarter million via Wefunder,
one of the 30-odd funding portals autho-
rized to facilitate such offerings. Sehs said
the aim is to raise 300,000 mitially, then,
if that target 1s met, as much as 31 million

the maximum allowed per 12-month
period under equity crowdlunding regu-
lations. The minimum investment is 5200,
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Raising money this way comes with
financial reporting requirements.

Mission Brewery, in information
shared with prospective investors, report-
ed losing nearly $2.2 million in the year
ending Oct. 31, 2016, on 54.5 million in
sales, But Selis, who owns the company
with his wife, Sarah Selis, says its busincss
plan for 2018 — which they aren’t sharing
publicly - indicates the business wall be
cash-flow positive by May.

The funds being raised now are ear-
marked to fund the opening of six tasting
rooms, expansion of distnbuthion and
more marketing of the Mission Brewery
brand.

Selis has valued the company at about
%17 million; its shares, at $4.32 a pop.

Taking mmvestments from non-ac-
credited investors got regulators’ OK
in 2006, when Title 11T of the Jumpstart
our Business Startups (JOBS) Act took

effect. Investors need $1 million n the
bank or at least $200,000 in income per
year 1o be considered accredited. Sull,
under Title 11I there are some limits as
to how much can be invested.

Those with less than $100,000 may
invest $2,000 or 5 percent of their annual
meome: those who make more are ehgﬂale
to invest up to 10 percent of their income
or nel worth,

For business owners who aren’t ex-
perts in pitching to potential investors,
or simply don’t have the time, equity
crowdiunding could be a valuable tool,
said Dan Selis.

*| raised that amount of money (via
Welunder) in five weeks,” Selis said in
early November. “That would have taken
me two or three months, or longer de-
pending on when my initial contact was
with accredited investors.”
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In the past three years Selis has fi-
nanced the brewery by raising a total of
about $5.6 million in debt and equity.

“I know from personal experience
what it takes to rase capital and how
difficult it is,” Selis said.

In a previous hie, Selis worked lor
Wells Fargo. He was top in the nation in
his last yvear there [or business develop-
ment. All that is to say, Selis 15 familiar
— likely much more famibar than the
average owner of a beer company - with
the process of raising money. Still, even
he found the process laborious, tme-con-

suming and an exercise in salesmanship
he would rather avoid.

Raising funds is a do-or-die propo-
sitton in the capital-intensive brewing
industry.

“We're in the manufacturing business,
s0 there are a lot of capnal costs up
front to buy the equipment,” said Bart
Watson, chiel economist at the Brewers
Association.

Then, for established businesses like
Mission Brewery, “growing typically re-
guires spending a fair amount of money
on sales, particularly i a competitive
marketplace like we have today,” Wat-
son said. “We see a lot of brewernies that
maybe have enough money to spend on
the capital equipment. but if they want
to grow and be in the marketplace they
need Munds as well for that Ekj‘:au'n‘.i-.‘rn.“

That has spurred interest i ways ol
raising money not typically seen in the
manubfacturing industry,

“With growth rates slower than they
were 4 few vears ago, 1 think lenders
are being much more selective,” Watson
said, “That may be one reason why we
see more breweries looking for creative
solutions”

Watson said brewing companies pur-
suing crowdfunding tend to be banking
on not only funds from fans, but alsoe on
them sharing with others their zeal for
the beers the company in which they have
invested makes.

“In the best-case scenario, not only

are you raising funds but you're engaging
beer lovers and creating a set of consum-
ers who are invested 1n your success and
are really going to be passionate fans of
your brewery, Watson said.

Were the company to raise 51 million,
the maximum allowed under equity
crowdfunding regulations, those inves-
tors would collectively own 3.9 percent
of the San Diego brewmg company.

Investors would need a hgudity event
to see their money again, such as if the
company offered to buy back stock, was
purchased or went public.

Sclis said Mission Brewery recorded a
53 percent increase in core beer sales so
far in 201 7 compared to the same penod
in the prior vear: in Southern California,
1t was an 80 percent increase, he sad,
These trends underpin his belief in the
brewery’s profitability by May 2018,

He recently closed the largest sale in
the company’s history, an order from
Trader Joe's for 3,500 cases of 32-ounce
cans of a double IPA created in concert
with the grocer. A total of 42,000 cans
will be for sale in December in 350 stores
m 15 states

“At the end of the day [ have to follow
my gul and my mind to what | think is
the best direction for the company,” Selis
said. “Our business plan is working, we
just need to fund out the last portion
.. When you're in a cash flow positive
world, there are more opportunities for
a beer company.”



