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ROYALTY ROOTS

CAPITAL

•Financial (costs of production) and Marketing Capital:  Publisher

•Human Capital (writing):  Author

BOTH PARTIES CONTRIBUTE VALUE

•Royalty represents divided profit

•Royalty negotiations determine profit shares
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ROYALTY EVOLUTION
PRE-WEB
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POST-WEB
• Bundles 

• Used Books/Resale

• Rentals

• Subscription Models

• Inclusive Access

• Digital supplements

o Homework 

o Learning environments

• Channels

• Bundles 

• Bulk sales

• Print supplements

• Custom
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COPYRIGHT LAW

Derivative Work
Under the Copyright Act, a “‘derivative work’ is a work based upon one or more 
preexisting     works, such a translation, musical arrangement, dramatization, 
fictionalization, motion picture version, sound recording, art reproduction, 
abridgment, condensation, or any other form in which a work may be recast, 
transformed, or adapted. A work consisting of editorial revision, annotations, 
elaborations, or other modification which, as a whole, represent an original work of 
authorship, is a ‘derivative work.’” See 17 U.S.C. §101
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PUBLISHING AGREEMENT
• Publishing agreements are the codification of a business relationship entered into for the 

benefit of both parties

• Many agreements are complex. They are largely developed by the Publishers. Authors 

accept terms as standard without questioning

• It is left to others in the organization to calculate payment of royalties, others that may have 

never reviewed the agreement

• Still, many of today’s existing agreements do not contemplate new electronic delivery 

methods

• Publishers have made an effort to in recent years to update publishing agreements
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ROYALTY STATEMENT
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PUBLISHER PERFORMANCE
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*Revenue information of the year 2022 Not Available in public domain for MHE since it has been bought by Platinum Equity in 2021



PUBLISHER PERFORMANCE
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*Profit information of the year 2022 Not Available in public domain for MHE since it has been bought by Platinum Equity in 2021
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STATE OF THE MARKET
• New US learning app, Pearson+ launched in July 2021

• Pearson's introduction a generative AI tool

• Used across different products including MyLab, Mastering, and Pearson+

• Cengage and MHE merger called off in May 2020

• MHE purchased by private equity firm and taken private in 2021

• Lawsuits against Cengage and Mc-Graw Hill Education related to electronic 
offerings 

• MHE has changed royalty calculation method for Connect

• Pearson now offering subscription based model to students

9Information presented for training purposes only



RED FLAGS
• Calculations in reports that are not supported

• Insufficient detail

• Publisher’s inability to answer questions

• Late payments

• Escalation payments not in accordance with contract clauses

• Payments not as high as expected or do not follow market trends

• Repeated incorrect calculations

• Publisher’s poor internal controls – if public, watch for filings

• Change in royalty accountants / change in contact with knowledge of license

• Business mergers / acquisitions
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SAMPLE STATEMENT
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12

4 Things You Don’t Know



4 Things You Don’t Know
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Where is my book sold?

Information presented for training purposes only



4 Things You Don’t Know
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How am I paid for my content in packages?
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4 Things You Don’t Know
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Is my royalty statement missing any ISBNs?
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4 Things You Don’t Know
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Adjustments
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JULI SAITZ, CPA
917-535-9920

julisaitz@hka.com
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EDUCATION
• BS, Accounting, New York University

CERTIFICATIONS
• Certified Public Accountant 
• Certified in Financial Forensics by AICPA 
• Accredited in Business Valuation by AICPA

AFFILIATIONS
• American Institute of Certified Public Accountants
• New York State Society of Certified Public 

Accountants 
• The Authors Guild 
• Text and Academic Authors Association
• The Copyright Society of the USA
• Licensing Executives Society
• American Bar Association



HKA.COM

AGILE. COLLABORATIVE. CONFIDENT. INNOVATIVE. PASSIONATE.
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Q&A


