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Stockholders’ Equity
For many entities, shareholder contributions are among the primary sources of financing. In the balance sheet, the shareholders or stockholders’ equity section details the value of the investments made by the stockholders in the entity. Hence the stockholders’ equity may be defined as the value of the assets left in an entity after the settling of all liabilities and it is usually given by the shareholders capital plus any retained earnings and donated capital less the dividends issued (Kimmel, Weygandt, & Kieso, 2016). The balance sheet calculation of the stockholders’ entity is given by: 
 Stockholders equity = Total assets – Total liabilities 
Another method of calculating that yields the same answer is: 
Stockholders’ equity = Shareholders capital + retained earnings – treasury stock 
The calculation of stockholders’ equity helps in the determination of the amount of money an entity has retained with a negative value more so when coupled with a significant debt liability being a warning sign of bankruptcy. 
The balance sheet of Foot Locker Inc. contains various stockholder equity items. The first item is the shareholders capital, which refers to the amount issued in common stock 
Shareholders capital				 2,519,000,000
Share-based compensation expense		22,000,000
Share repurchases 				375,000,000
Cash Dividends				158,000,000
Income 					541,000,000
(SEC, 2019)
As can be seen from the balance sheet of Foot Locker Inc. the company is actively engaged in the repurchasing of treasury stock. Treasury stock, which is also referred to as reacquired stock refers to stock that the issuing company buys back thereby reducing the amount of stock that is outstanding on the open market. When repurchasing stock, the management may want to retire the repurchased shares permanently or it may simply want to hold them with the intention of reissuing or reselling those shares at a later date. At Foot Locker, reacquired shares are retired by returning them to the authorized but unissued status with the cost method being used to account for such transactions. In 2018, a total of 9 million shares were retired thus leading to a $400 million reduction in the treasury stock (SEC, 2019). 
There are various reasons why an organization may decide to engage in a stock repurchase. In the case of Foot Locker Inc. one potential reason for the stock repurchase program is that the organization intends to increase the earnings per share by reducing the total amount of shares that are available (Kimmel, Weygandt, & Kieso, 2016). Because share prices are primarily determined by the forces of demand and supply, a reduction in the shares available for purchase may ultimately cause the prices of Foot Locker stock to rise. A stock repurchase therefore serves as a corrective action where an entity feels that its stock is undervalued in the market. The higher stock prices then serve as a value maximization strategy for the shareholders who decide not to participate in the repurchase program. 
Another reason why Foot Locker may have decided to repurchase stock is to mitigate the impact of dilution of stock arising from employee incentive compensation plans. Foot Locker has an Employee Stock Purchase Plan (ESPP), which allows eligible staff members an opportunity to buy company stock at discounted rates. The exercise of this option entails the issuance of authorized but unissued units of common stock to qualifying employees, which increases the number of shares outstanding thus leading to dilution. Consequently, the repurchasing and subsequent retirement of the treasury stock helps to counter the dilution that may have arisen due to the ESPP. 
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