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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549
AMENDMENT NO. 2
TO
FORM S-3
REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933
LIFEWAY FOODS, INC.
(Exact name of registrant as specified in its charter)

Illinois 2020 36-3442829
(State or other jurisdiction of (Primary Standard Industrial (I.R.S. Employer
incorporation or organization) Classification Code Number) Identification No.)
6431 West Oakton
Morton Grove, IL 60053
(847) 967-1010
(Address, including zip code, and telephone number, including area code, of
registrant s principal executive offices)
Julie Smolyansky
Chief Executive Officer and President
Lifeway Foods, Inc.
6431 West Oakton
Morton Grove, IL 60053
(847) 967-1010
(Name, address, including zip code and telephone number,
including area code, of agent for service)
With a copy to:
TIMOTHY R. LAVENDER, ESQ.
Kelley Drye & Warren LLP
333 West Wacker Drive
Chicago, IL 60606
(312) 857-7070
Approximate date of commencement of proposed sale to the public: From time to time after the effective date
of this registration statement.
If the only securities being registered on this form are being offered pursuant to dividend or interest reinvestment
plans, please check the following box. o
If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. p
If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
please check the following box and list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. o
If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the
following box and list the Securities Act registration statement number of the earlier effective registration statement
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for the same offering. o

If delivery of the prospectus is expected to be made pursuant to Rule 434, please check the following box. o

If this Form is a registration statement pursuant to General Instruction L.D. or a post-effective amendment thereto
that shall become effective upon filing with the Commission pursuant to Rule 462(e) under the Securities Act, check
the following box. o

If this Form is a post-effective amendment to a registration statement filed pursuant to General Instruction I.D.
filed to register additional securities or additional classes of securities pursuant to Rule 413(b) under the Securities
Act, check the following box. o

The registrant hereby amends this registration statement on such date or dates as may be necessary to delay
its effective date until the registrant shall file a further amendment which specifically states that this
registration statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act or
until the registration statement shall become effective on such date as the Commission, acting pursuant to said
Section 8(a), may determine.
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Subject to Completion. Dated July 10, 2007
PROSPECTUS
202,650 Shares
Common Stock

This prospectus relates to the resale by certain selling security holders of Lifeway Foods, Inc. ( Lifeway ) of 202,650
shares of our common stock, no par value (the Common Stock ), the only class of common equity of Lifeway.

The selling security holders may offer to sell the shares of our common stock being offered by this prospectus at
fixed prices, at prevailing market prices at the time of sale, at varying prices, or at negotiated prices.

The shares of our common stock are listed for trading on The Nasdaq Stock Market Global Market under the
symbol LWAY.

On July 9, 2007 the last reported sale price of our common stock on the Nasdaq was $12.80 per share.

We will not receive any proceeds from the resale of shares of our common stock by the selling security holders.

We will pay the expenses of this offering.
See Risk Factors beginning on page 7 for a discussion of factors that you should consider before buying shares of our
common stock.

Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or passed upon the adequacy or accuracy of this prospectus. Any representation
to the contrary is a criminal offense.

, 2007
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ABOUT THIS PROSPECTUS

It is important for you to read and consider all of the information contained in this prospectus and any applicable
prospectus supplement before making a decision whether to invest in our common stock. You should also read and
consider the information contained in the documents that we have incorporated by reference as described in Where
You Can Find More Information and Incorporation of Certain Documents By Reference in this prospectus.

You should rely only on the information provided in this prospectus and any applicable prospectus supplement,
including the information incorporated by reference. We have not authorized anyone to provide you with additional or
different information. If anyone provides you with additional, different or inconsistent information, you should not
rely on it. We are not offering to sell or soliciting offers to buy, and will not sell, any securities in any jurisdiction
where it is unlawful. You should assume that the information contained in this prospectus or in any prospectus
supplement, as well as information contained in a document that we have previously filed or in the future will file with
the SEC and incorporate by reference in this prospectus or any prospectus supplement, is accurate only as of the date
of this prospectus, the applicable prospectus supplement or the document containing that information, as the case may
be. Our financial condition, results of operations, cash flows or business may have changed since that date.

WHERE YOU CAN FIND MORE INFORMATION

We are required to file periodic reports, proxy statements and other information relating to our business, financial
and other matters with the SEC under the Securities Exchange Act of 1934 (the Exchange Act ). Our filings are
available to the public over the Internet at the SEC s web site at http://www.sec.gov. You may also read and copy any
document we file with the SEC at, and obtain a copy of any such document by mail from, the SEC s public reference
room located at 100 F Street, N.E., Washington, D.C. 20549, at prescribed charges. Please call the SEC at
1-800-SEC-0330 for further information on the public reference room and its charges.

We have filed with the SEC a registration statement on Form S-3 under the Securities Act of 1933 (the Securities
Act ) with respect to our securities described in this prospectus. References to the registration statement or the

registration statement of which this prospectus is a part mean the original registration statement and all
amendments, including all schedules and exhibits. This prospectus does not, and any prospectus supplement will not,
contain all of the information in the registration statement because we have omitted parts of the registration statement
in accordance with the rules of the SEC. Please refer to the registration statement for any information in the
registration statement that is not contained in this prospectus or a prospectus supplement. The registration statement is
available to the public over the Internet at the SEC s web site described above and can be read and copied at the
location described above.

Each statement made in this prospectus or any prospectus supplement concerning a document filed as an exhibit to
the registration statement is qualified in its entirety by reference to that exhibit for a complete description of its
provisions.

INCORPORATION OF CERTAIN DOCUMENTS BY REFERENCE

The SEC allows us to incorporate by reference in this prospectus the information contained in other documents
filed separately with the SEC. This means that we can disclose important information to you by referring you to other
documents filed with the SEC that contain such information. The information incorporated by reference is an
important part of this prospectus and prospectus supplement. Information disclosed in documents that we file later
with the SEC will automatically add to, update and change information previously disclosed. If there is additional
information in a later filed document or a conflict or inconsistency between information in this prospectus or a
prospectus supplement and information incorporated by reference from a later filed document, you should rely on the
information in the later dated document.

We incorporate by reference the documents listed below (and the documents incorporated by reference therein) that
we have previously filed, and any documents that we may file in the future, with the SEC under
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Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act, until the offerings contemplated by this prospectus are
completed:
Our annual report on Form 10-KSB for the fiscal year ended December 31, 2006, filed with the SEC on
April 2, 2007;

Our amendment to annual report on Form 10-KSB/A No. 1 for the fiscal year ended December 31, 2006, filed
with the SEC on April 30, 2007;

Our amendment to annual report on Form 10-KSB/A No. 2 for the fiscal year ended December 31, 2006, filed
with the SEC on April 30, 2007;

Our quarterly report on Form 10-QSB for the period ended March 31, 2007, filed with the SEC on May 15,
2007;

Our current report on Form 8-K, dated January 3, 2007, filed with the SEC on January 3, 2007; and

The description of our common stock contained in our registration statement on Form S-18, Registration
No. 33-14329C, final prospectus dated September 29, 1987 and filed with the SEC on October 5, 1987.

Any statement made in this prospectus, a prospectus supplement or a document incorporated by reference in
this prospectus or a prospectus supplement will be deemed to be modified or superseded for purposes of this
prospectus and any applicable prospectus supplement to the extent that a statement contained in an amendment to the
registration statement, any subsequent prospectus supplement or in any other subsequently filed document
incorporated by reference herein or therein adds, updates or changes that statement. Any statement so affected will not
be deemed, except as so affected, to constitute a part of this prospectus or any applicable prospectus supplement.

You may obtain a copy of these filings, excluding exhibits (but including exhibits that are specifically
incorporated by reference in any such filing), free of charge, by oral or written request directed to: Lifeway Foods,
Inc., 6431 W. Oakton Morton Grove, Illinois 60053.

FORWARD-LOOKING STATEMENTS
Various statements contained in this prospectus or incorporated by reference into this prospectus constitute

forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995.
Forward-looking statements are based on current expectations and are indicated by words or phrases such as believe,

expect, may, will, should, seek, plan, intend or anticipate or the negative thereof or comparable terminc
discussion of strategy. Forward-looking statements represent as of the date of this prospectus our judgment relating to,
among other things, future results of operations, growth plans, sales, capital requirements and general industry and
business conditions applicable to us. Such forward-looking statements are based largely on our current expectations
and are inherently subject to risks and uncertainties. Our actual results could differ materially from those that are
anticipated or projected as a result of certain risks and uncertainties, including, but not limited to, a number of factors,
such as:

successful integration of acquired businesses;

the effect of our indebtedness on our financial condition and financial flexibility, including, but not limited to,
the ability to obtain necessary financing for our business;

economic and market conditions;
the performance of our targeted markets;

changes in business relationships with our major customers;



Edgar Filing: LIFEWAY FOODS INC - Form S-3/A

competitive product and pricing pressures; and
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the other risks and uncertainties that are described under Risk Factors and elsewhere in this prospectus and
from time to time in our filings with the SEC.

Except as otherwise required to be disclosed in periodic reports required to be filed by public companies with
the SEC pursuant to the SEC s rules, we have no duty to update these statements, and we undertake no obligation to
publicly update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. In light of these risks and uncertainties, we cannot assure you that the forward-looking information
contained in this prospectus will in fact transpire.

3




Edgar Filing: LIFEWAY FOODS INC - Form S-3/A

PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus, any prospectus supplement and the
documents incorporated by reference. It does not contain all of the information that you should consider before
making a decision to invest in our common stock. You should read carefully the entire prospectus, any applicable
prospectus supplement and the documents incorporated by reference, including Risk Factors and the Consolidated
Financial Statements and Notes thereto included elsewhere or incorporated by reference in this prospectus or any
prospectus supplement.

In this prospectus, Lifeway , we, wus, our andthe Company refer to Lifeway Foods, Inc. and its subsidiaries un
the context otherwise requires.

OUR BUSINESS

Lifeway Foods, Inc. commenced operations in February 1986, and was incorporated under the laws of the State of
[linois on May 19, 1986. The Company s principal business activity is the manufacturing of probiotic, cultured,
functional dairy and non-dairy health food products. Lifeway s primary products are kefir, a drinkable dairy beverage
similar to but distinct from yogurt, in several flavors sold under the name Lifeway Kefir ; a line of various drinkable
yogurts sold under the LaFruta and Tuscan brands; and BasicsPlus, a dairy based immune-supporting dietary
supplement beverage. The Company also produces several soy-based kefir beverages under the SoyTreat trademark.
In addition to the drinkable products, Lifeway manufactures Lifeway Farmer Cheese, a line of various farmer cheeses;

Sweet Kiss, a fruit sugar-flavored spreadable cheese similar in consistency to cream cheese; and a line of assorted fruit
and vegetable flavored cream cheese under the brand Cream Cheese Gourmet. The Company also manufactures and
markets a vegetable-based seasoning under the Golden Zesta brand. In the Chicago metropolitan area, Lifeway
distributes its products on its own trucks and via one distributor. The Company distributes Cream Cheese Gourmet
branded cream cheese products in the Philadelphia metropolitan area using its own trucks. Lifeway manufactures all
of its products at Company-owned facilities and distributes its products primarily throughout the United States.

On September 30, 1992, Lifeway formed a wholly-owned subsidiary, LFI Enterprises, Inc. ( LFIE ), incorporated in
the State of Illinois. Until August 1, 2001, LFIE operated a Russian theme restaurant and supper club facility. On
August 1, 2001, Lifeway ceased operations at the facility after condemnation proceedings were initiated by the
Village of Niles, Illinois, which sought to control the property for municipal purposes. This property was sold in
January 2003 for a capital gain of approximately $1.2 million.

On March 19, 2004, LFIE formed Lifeway Foods Canada, LLC, an Illinois limited liability company ( LFC ), to
serve as a holding company for prospective operations within Canada. LFIE is the manager and sole member of LFC.

On July 26, 2004, Lifeway, through its subsidiary LFIE, acquired certain assets and inventory of Ilya s Farms, Inc.,
a privately-held gourmet cream cheese producer based in the Philadelphia metropolitan area. No prior relationship
existed between Ilya s Farms, Inc. or its principal, Michael Kofman, and either the Company or LFIE.

The total cash purchase consideration of $575,600 for the assets and inventory of Ilya s Farms, Inc. was paid by
LFIE in cash from Company funds without financing. Additionally, there are certain royalty payments to be made in
connection therewith. The Company provided a guaranty of payment for the transaction. The acquisition included
approximately $64,000 of tangible assets (including certain manufacturing equipment and a delivery truck) and
inventory as well as the brand name Ilya s Farms and other trademarks and the recipes and manufacturing processes
previously used by Ilya s Farms, Inc. The equipment acquired by LFIE from Ilya s Farms, Inc. was previously used to
manufacture cream cheese products. The inventory which was purchased by LFIE consisted entirely of different
varieties of cream cheese. The founder of Ilya s Farms, Inc., Michael Kofman, assisted LFIE
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over a one-month transition period and is available, if needed, on a consulting basis going forward. Additionally, LFIE
has hired the 10 employees formerly employed by Ilya s Farms, Inc.

On July 27, 2006, Lifeway acquired all of the outstanding equity interests of Helios Nutrition, Ltd. ( Helios ) and its
wholly-owned subsidiary Pride Main Street Dairy, L.L.C. ( Pride ), Minnesota-based Kefir and other dairy products
manufacturers. The purchase price of such equity interests was a combination of 202,650 shares of Lifeway s common
stock (adjusted for the 2 for 1 stock split completed in August, 2006), a promissory note issued by the Company in
favor of the stockholders of Helios in the principal amount of $4,200,000 and a cash payment of $2,500,000. Helios
and Pride represents the second largest Kefir manufacturer (Lifeway being the largest) and allows Lifeway in
expanding its manufacturing capacity of Kefir and other dairy products.

5
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THE OFFERING

202,650 shares (1)

16,806,226 shares

16,806,226 shares

We will not receive any proceeds from the resale of shares of Common Stock by

the selling security holders.

LWAY

11
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sold.
This prospectus contains our trademarks, tradenames and servicemarks and also contains certain trademarks,

tradenames and servicemarks of other parties.
6
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RISK FACTORS
An investment in our Common Stock involves a high degree of risk and uncertainty. You should carefully consider the
risks described below before deciding to invest in Common Stock. The risks described below are not the only ones
facing the Company. Additional risks not presently known to us or that we presently consider immaterial may also
adversely affect the Company. If any of the following risks occur, our business, financial condition, results of
operations and prospects could be materially adversely affected. In that case, the trading price of the Common Stock
could decline, and you could lose all or part or your investment. In assessing these risks, you should also refer to the
other information included or incorporated by reference in this prospectus, including the consolidated financial
statements and notes thereto of the Company.
Risks relating to our business
Changing consumer preferences make demand for our products unpredictable.
As is the case with other companies marketing dairy products, Lifeway is subject to changing consumer preferences
and nutritional and health-related concerns. Our business could be affected by certain consumer concerns about dairy
products, such as the fat, cholesterol, calorie, sodium, lactose content or contamination of such products. Lifeway
could become subject to increased competition from companies whose products or marketing strategies address these
consumer concerns more effectively.
Adverse medical research relating to milk and demand for milk could decrease the demand for our products.
Periodically, medical and other studies are released and announcements by medical and other groups are made which
raise concerns over the healthfulness of cow s milk in the human diet. A study may be published or an announcement
made concerning the healthfulness of cow s milk which may result in a decrease in demand for dairy products.
Possible volatility of raw milk costs makes our operating costs difficult to predict, and a steep cost increase
could cause our profits to diminish significantly.
There is a risk of price volatility in the dairy industry, making our net income difficult to predict. If prices escalate,
our costs will rise which will lead to a decrease in profits.
The dairy business is highly competitive and, therefore, we face substantial competition in connection with the
marketing and sale of our products.
In general, milk products are price sensitive and affected by many factors beyond our control, including changes in
consumer tastes, fluctuating commodity prices and changes in supply due to weather, production, feed costs and
natural disasters. Our products compete with other premium quality dairy brands as well as less expensive,
non-premium brands. Most of our competitors are well established, have significant financial, marketing, personnel
and other resources and have products that have gained wide customer acceptance in the marketplace. The dairy
industry is also characterized by the frequent introduction of new products, accompanied by substantial promotional
campaigns. We may be unable to compete successfully or our competitors may develop products which have superior
qualities or gain wider market acceptance than ours.
We face the potential risk of product liability associated with food products.
Lifeway faces the risk of liability in connection with the sale and consumption of milk products should the
consumption of such products cause injury, illness or death. Lifeway currently maintains product liability insurance,
which may be insufficient to cover potential claims or the level of insurance coverage needed may be unavailable at a
reasonable cost. A partially or completely uninsured successful claim against Lifeway would drive up our costs to
defend such claim or pay damages and could cause reputational damage which would hurt our revenues. Either of
these results would in turn reduce our profitability.
7
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Many of our corporate actions may be controlled by our officers, directors and principal stockholders; these
actions may benefit these principal stockholders more than our other stockholders.
As of July 9, 2007, our directors, executive officers and principal stockholders beneficially own, directly or indirectly,
in the aggregate, approximately 71.6% of our outstanding Common Stock. In particular, as of the filing date,
Mrs. Ludmila Smolyansky, Chairperson of the Board of Directors, beneficially holds 7,608,273 shares of Common
Stock. These stockholders, and Mrs. Smolyansky herself, will have significant influence over our business affairs,
with the ability to control matters requiring approval by our security holders, including elections of directors and
approvals of mergers or other business combinations. Also, certain corporate actions directed by our officers may not
necessarily inure to the proportional benefit of other stockholders of our company.
We depend upon common carriers to ship our products to our customers; Our shipping costs and the
dependability of our carriers are therefore beyond our control.
We use common carriers to distribute our products. Any disruption in our distribution system or increase in its costs is
therefore beyond our control and could have a material adverse impact on our business.
Possible increase in energy costs makes our operating costs difficult to predict; A steep cost increase could
cause our profits to diminish significantly.
Significant increases in gas and energy prices could adversely affect our operating costs, which would in turn diminish
our profit margin.

Risks relating to the offering
The liquidity of the Common Stock is uncertain; the limited trading volume of the Common Stock may depress
the price of such stock or cause it to fluctuate significantly.
Although shares of the Common Stock are listed on NASDAQ, there has been a limited public market for the
Common Stock and there can be no assurance that a more active trading market for the Common Stock will develop.
As a result, you may not be able to sell your shares of Common Stock in short time periods, or possibly at all. The
absence of an active trading market may cause the price per share of the Common Stock to fluctuate significantly.
Substantial resales or future issuances of the Common Stock could depress our stock price.
The market price for the Common Stock could decline, perhaps significantly, as a result of resales or issuances of a
large number of shares of the Common Stock in the public market or even the perception that such resales or
issuances could occur, including resales of the shares being registered hereunder pursuant to the registration statement
of which this prospectus is a part.
We may not be able to maintain listing on NASDAQ, which may adversely affect the ability of purchasers in
this offering to resell their securities in the secondary market.
The Common Stock is presently listed on NASDAQ. However, we cannot assure you that the company will meet the
criteria for continued listing on NASDAQ. If the company were unable to meet the continued listing criteria of
NASDAQ and the Common Stock became delisted, trading of the Common Stock could thereafter be conducted in the
over-the-counter market in the so-called pink sheets or, if available, on the NASD s Electronic Bulletin Board. In such
case, an investor would likely find it more difficult to dispose of, or to obtain accurate market quotations for, the
company S securities.
If the shares of Common Stock were to be delisted from NASDAQ, they may become subject to Rule 15g-9 under the
Exchange Act, which imposes sales practice requirements on broker-dealers that sell such securities to persons other
than established customers and accredited investors. Application of this Rule could adversely affect the ability and/or
willingness of broker-dealers to sell the company s securities and may adversely affect the ability of purchasers in this
offering to resell their securities in the secondary market.

8
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USE OF PROCEEDS
We will receive no proceeds from the sale of any of or all of the shares being offered by the selling security holders
under this prospectus.
SELLING STOCKHOLDERS
The following table sets forth as of July 9, 2007, certain information with respect to the beneficial ownership of the
common stock as to each selling stockholder. As of July 9, 2007, 16,806,226 shares Common Stock were outstanding.

Shares which
may be
offered
Shares Beneficially Pursuant to
Owned this Shares Beneficially
Prior to Offering Offering Owned After Offering
Name Number Percent Number Number (a) Percent

Amani Holdings, LLC 176,242 1.0% 176,242
Stephen Chao 202,650(b) 1.2% 26,408

*  Less than 1%
(a) Assumes the sale of all shares of Common Stock offered hereunder by each selling stockholder.

(b) Includes 176,242 shares owned by Amani Holdings, LLC. Stephen Chao is the CEO of Amani Holdings, LLC.
Mr. Chao disclaims beneficial ownership with respect to the shares held by Amani Holdings, LLC.

Each selling stockholder acquired the shares of Common Stock being offered hereunder in connection with the
sale to the Company of shares of common stock of Helios Nutrition, Ltd. in August 2006 (the Helios Transaction ). No
selling stockholder has or has had any other relationship with the Company.

PLAN OF DISTRIBUTION

Each selling stockholder and any of their pledgees, assignees and successors-in-interest may, from time to time,
sell any or all of their shares of common stock on the Nasdaq or any other stock exchange, market or trading facility
on which the shares are traded or in private transactions. These sales may be at fixed or negotiated prices. A selling
stockholder may use any one or more of the following methods when selling shares:

ordinary brokerage transactions and transactions in which the broker-dealer solicits purchasers;

block trades in which the broker-dealer will attempt to sell the shares as agent but may position and resell a
portion of the block as principal to facilitate the transaction;

purchases by a broker-dealer as principal and resale by the broker-dealer for its account;
an exchange distribution in accordance with the rules of the applicable exchange;
privately negotiated transactions;

settlement of short sales entered into after the effective date of the registration statement of which this
prospectus is a part;

broker-dealers may agree with the selling stockholders to sell a specified number of such shares at a stipulated
price per share;

a combination of any such methods of sale;

15
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through the writing or settlement of options or other hedging transactions, whether through an options
exchange or otherwise; or
9
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any other method permitted pursuant to applicable law.

The selling stockholders may also sell shares under Rule 144 under the Securities Act, if available, rather than
under this prospectus.

Broker-dealers engaged by the selling stockholders may arrange for other broker-dealers to participate in sales.
Broker-dealers may receive commissions or discounts from the selling stockholders (or, if any broker-dealer acts as
agent for the purchaser of shares, from the purchaser) in amounts to be negotiated, but, except as set forth in a
supplement to this prospectus, in the case of an agency transaction not in excess of a customary brokerage commission
in compliance with NASDR Rule 2440; and in the case of a principal transaction a markup or markdown in
compliance with NASDR IM-2440.

In connection with the sale of the Common Stock or interests therein, the selling stockholders may enter into
hedging transactions with broker-dealers or other financial institutions, which may in turn engage in short sales of
Common Stock in the course of hedging the positions they assume. The selling stockholders may also sell shares of
Common Stock short and deliver these securities to close out their short positions, or loan or pledge Common Stock to
broker-dealers that in turn may sell these securities. The selling stockholders may also enter into option or other
transactions with broker-dealers or other financial institutions or the creation of one or more derivative securities
which require the delivery to such broker-dealer or other financial institution of shares offered by this prospectus,
which shares such broker-dealer or other financial institution may resell pursuant to this prospectus (as supplemented
or amended to reflect such transaction).

The selling stockholders and any broker-dealers or agents that are involved in selling the shares may be deemed
to be underwriters within the meaning of the Securities Act in connection with su