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L E G A L  C O R N E R   

by Michael Hepburn

Ask the Attorney
Some Considerations for 
Commercializing In-house Software

] [ 

With continuing pressure to 
leverage all possible corporate 

assets, many organizations 
inventory their assets and 

discover potentially valuable, 
though overlooked, non-core 

in-house developed software. 
This software may have been 

developed to support the 
organization’s core business 
or may have been developed 

incidentally. It may have been 
acquired as an afterthought 

in an asset purchase or merger 
transaction, it may simply be 

the result of a now-terminated 
organizational project, 

or it may be the hitherto 
unsupported side project of the 

organization’s IT department. 
Regardless, when a “new” 

asset is discovered, there are 
several key legal concerns the 
organization should consider 

in evaluating whether to 
commercialize that software. 

Provenance 
Confirming What You Own 

A key first step in commercializing any 
in-house software is determining its prov-
enance, i.e., who owns the software. 

Organizations need to be aware of how 
the work-made-for-hire doctrine might ap-
ply to this particular software. While an 
employer will own the copyrighted software 
produced by its employees, it is generally 
good practice to have in place development 

agreements with employees, particularly to 
address the right of the employer to file for 
patents. Such agreements are critical when 
using independent contractors. 

Another pitfall in determining own-
ership of developed software relates to 
open source code and the licenses used 
in distributing it. While many developers 
like open source code due to its ready 
availability and high quality, certain open 
source licenses may require, for example, 
that any software incorporating the open 
source code be made available without cost 
and that the source code for that product 
also be freely available. Moreover, due to 
its nature, there can be no guarantee that 
any open source software does not violate 
third parties’ intellectual property rights. 
Incorporation of source code violating 
third parties’ intellectual property rights 
could subject the commercializing organi-
zation to extensive liability for infringement 
claims. 

Protection
Intellectual Property 
Protection for the Software 

Once the organization establishes what 
it owns, the organization must consider how 
to protect its software. 

Traditionally, software companies have 
relied upon a combination of copyright law 
(which precludes direct copying of the asset, 
but does not protect the underlying idea) 
and trade secret law (which prohibits par-
ties from appropriating trade secret informa-
tion so long as the disclosing party puts in 
place adequate safeguards, such as licenses 
restricting the ability of licensors to disas-
semble source code in a product). In more 
limited cases, patent protection may be avail-
able for software processes. Though patent 

protection is far more costly and time con-
suming to obtain, strong patent protection 
can more completely prevent others from 
exploiting the patented software product 
and its processes. Even if patent protection 
is not ultimately pursued, an organization 
should consider an evaluation of existing 
patents in the field. Such a search might 
identify patents 
that could cause 
problems for 
the commer-
cialization of the 
organization’s 
software prod-
uct. 

A n o t h e r 
consideration is 
whether to ob-
tain trademark 
protection in 
conjunction with 
the proposed marketing of the software 
product. Before substantial investment is 
made in any name for the proposed prod-
uct, an organization should undertake an 
evaluation of that name from a trademark 
perspective. The recent Cisco v. Apple 
iPhone trademark dispute is a high profile 
example of problems to avoid. 

Structure 
Models for 
Commercializing 

The next step for commercializing in-
house software is to consider how to make 
it available to potential licensees. 

In order to identify the appropriate 
type of licensing model, the organization 
should consider the following questions: 

• How much support does the organi-
zation desire to expend on this product? 

A key first step in 
commercializing 

any in-house 
software is 

determining its 
provenance, i.e., 

who owns the 
software.
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• Will there be a support organization 

in place to answer customers’ concerns? 
• Will the organization continue to 

update the product and provide solutions 
for problems as they are discovered? 

• Does the organization wish to control 
the product and simply provide access for 
use by third parties? 

• Does the organization want to host 
the application? 

The two most common models are the 
traditional software license model and the 
application service provider (software as a 
service) model. In the traditional license 
model, the organization has much less di-
rect control over how the software is used, 
however, the organization can structure 
the license to limit its responsibility to the 
licensee altogether, for example, not pro-
viding warranties for the product and not 
providing maintenance and support of the 
product (though this would certainly im-
pact the economic return the organization 
could expect to realize). Conversely, the 
ASP model gives greater control of how the 
software is used, allowing the organization 

to manage updates to the product and use 
of the product by its customers. However, 
this necessarily requires much greater sup-
port by the organization on an ongoing ba-
sis, including having infrastructure in place 
to run the software for customers. 

As non-core in-house developed 
software is, by definition, not a part of 
the organization’s primary business, the 
organization should consider setting up 
a separate legal entity or partnering with 
others and supporting and operating the 
software business through such entity in 

order to limit the parent organization’s 
liability and to access marketing, support 
and other competencies that may not be 
available within the organization. In ad-
dition, understanding how the organiza-
tion plans to view its relationship with its 
customers (either on a one-time basis or 
as a continuous one) will influence the 
terms both that the organization should 
be prepared to give to its customers, and 
that its customers will likely demand as 
to warranties for the software product, 
intellectual property indemnification 
and the overall limitation of liability for 
the organization.

The information provided is 
general and educational and not legal 
advice. Software commercialization 
and resorts and hospitality are among 
many of the areas supported by the 
law firm McGuireWoods. Co authors 
are Derek Roach, Stephen Gold and 
Michael Hepburn.  Michael Hepburn 
can be reached for comment at 
mhepburn@mcguirewoods. 

InterContinental Hotels Group (IHG) has 
properties in over 100 countries, and has three 
regional corporate offices in London, Atlanta 
and Singapore. Shrils explained they run the 
China operations from China with 68 hotels 
in the area and 125 planned by 2008. “China 
is a very big growth area for us. They built 20 
regional airports in the last 36 months,” he 
said. “We developed a franchise model that 
would work in China. (It took the last five years 
to do that.)” 

Shrils also agreed with Hickox, and said, 
“We shouldn’t underestimate the importance 
of double-wide characters, not only in guest-
facing, but back office environments.”

Shrils finds that many countries have 
regulatory or cultural issues barriers. His 
example is that a cinnamon roll in the United 
States isn’t as appetizing a breakfast in 
Mexico. “Adapting standards to local in-
terests is something we constantly do,” he 
said. “Even our franchising models have to 
change occasionally because of this.” He 
also explained how changes in the political 
environment in some countries like Venezu-
ela can cause problems. There, IHG cannot 

convert the local currency to U.S. dollars. The 
hardware available in the U.S. is not available 
in Brazil – another challenge when operating 
on a global level. Preferred vendors in those 
different areas of the world alleviate some of 
these problems. Even though he would like to 
centralize everything in Atlanta, Schrils knows 
IHG is very far from that.

Möevenpick has about 60 hotels in 23 
countries throughout Western Europe, Africa 
and Mid-Asia), with 100 planned by 2010. Ber-
net said the biggest challenge for his company 
is brand awareness. “Not many of you have 
probably heard of us,” he said. 

Bernet explained how at Möevenpick 
they also set up project teams on the technol-
ogy side and include IT standards as much as 
possible in plans.

One thing all five panelists agreed upon 
was the need for the CIO Summit and profes-
sional organizations like HFTP and HTNG. “We 
need to talk amongst ourselves through HTNG 
(and other groups) or at these types of events. 
The basics of the process is good communica-
tion,” Hickox said.

Many of the attendees agreed including 

Peck. “This is a great opportunity for us as 
leaders in our industry with very diverse 
backgrounds, diverse companies, different 
needs and wants, to get together and share 
ideas,” he said.

Cahill said, “Used properly, technol-
ogy can be a tremendous benefit or aide 
in achieving these goals (profitability), but 
if you don’t know what you are doing, you 
can make multimillion dollar mistakes, and 
not coming to an event like this intensifies 
the probability of you making those kinds of 
mistakes.” 

Cahill then summed up his experience 
at the event. “After 38 years in the industry,” 
Cahill said. “It is just wonderful to see how 
technology has made a difference.” 

And that it has. 

Thank you to the 2007 CIO Summit 
event sponsors: Agilysys, Capton, Inc., 
Microsoft, NCR/Teradata and HFTP, 
and travel sponsors: Digital Alchemy 
and Four Winds Interactive, without all 
of whom we could not have hosted such 
a successful event. 
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