MEDILASE CLARUS 1989 to 2012

My five years with MCT had been good, but | was anxious to work in the medical field again.
I made contact with a good headhunter, within a month, medical device start-up named Medilase
offered to hire me as their Director of Engineering.
| spent the following twenty-four years working for, and running this company.
Medilase was started in 1985 by former Medtronic executives, Whitney McFarlin and George
Heenan.
There were also two former Medtronic senior scientists involved at the start of the company, but
they were gone by the time | joined the company.
Medilase was founded based on the concept of laser angioplasty added fiber optics for vision.
Angioplasty means clearing blood vessels of plaque, primarily cholesterol.
The company was successful in developing the necessary technology and the product, but the
angioplasty market was taken by balloon angioplasty, which
was much safer, terrifically simpler, and tremendously cheaper.
The photo to the right illustrates the basic concept of a tiny
grey catheter passing through a major blood vessel, red,
encountering blockage caused by plague, yellow.
The laser beam emerges out of the end of the catheter and
obliterates the plague, thus clearing the artery.
Medilase’s version of that had three more functional elements.
a. Atiny pull-wire to make the catheter steerable.
b. A coherentfiber bundle with a microscopic lens on the end.
c. Afiberto convey light to deliver to scene of action within the vessel.
All within the small size of catheter.
Medilase accomplished all that by 1991, but by then the lucrative angioplasty market had moved on
to balloon angioplasty.
At that point, Medilase had spent $12 million of venture capital.
It would have been best to shut Medilase down and take the loss, but the Board of Directors was
totally populated by venture capitalists, and they did not want to accept the loss.
So, they brought in new venture capitalists, raised more money, changed the company’s name to
Clarus, and redirected the newly renamed company into other medical markets.
The company was burdened by over twenty million dollars in debt.
In 1991, | was named Vice President of Operations, with 60 of the over of 70 employees reporting to
me. All except Marketing and Finance. My friend Jim Phillips was in charge of Marketing.
| was well prepared for this position through education and experience.
It was the best job of my career.
In 1993, the Venture Capital Board had a serious disagreement with Whit McFarland, who was at
the President and Chief Executive Officer.
| was the obvious choice for President.
| had studied both Marketing and Finance at St. Thomas, but | lacked practical experience in both.
Jim Phillips coached me in marketing management, financial management, or more succinctly,
venture capital management, | learned from mistakes.
Between 1991 and 1995 Clarus built a new market and name for itself in neuroendoscopy, primarily
under the leadership of Miles Finn PHD.
The Board still wanted a quick sale and return of their investments.

In late 1993 the Board hired a new CEO.



They hired a recently retired senior executive with a terrific reputation and access to ever top leader
in the orthopedic industry.

Robert T. Rylee Il was born in Texas, the son of a prominent businessman, educated as a lawyer,
built an enduring law firm, built an orthopedic company, sold that company to Dow Corning
Corporation, rose to become the Chairman of Dow Corning Heath Care.

Bob had incredible leadership qualities.

In addition to deep knowledge and decisiveness, he exuded dignity, poise, and deliberative calm in
any tense situation.
Bob and | had close
relationship.

We traveled together to
many investor
presentations, potential
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Bob stayed with Gail and | at
our farm several times.

In the two years that Bob
was CEQ, we failed to sell
Clarus, but we did build a
strong commercial
relationship with Johnson
and Johnson.

In late 1995 Clarus’ venture capitalist board changed CEOs.
They hired a well-known senior marketing manager from Medtronic.
Medtronic had recently acquired a West Coast hydrocephalus management company that urgently
needed neuroendoscopy.
The neuroendoscopes that we were selling to Johnson and Johnson in bulk.
J & J and Medtronic were the two biggest companies in the hydrocephalus management field and
fierce competitors.
The current CEO was so certain that he was dealing with friends that he forbade me to notify J &J
until it was too late.
What the Medtronic negotiators initially laid out as a good deal for Clarus, morphed into a deal that
literally left Clarus for dead.
1. Medtronic required cancellation of the J &) supply contract immediately.
2. The contract locked out of the neuro market for seven years.
3. Gave them afree hand to interview and hire any of our personnel.
4. Made payments subject to ambiguous milestones that subject to endless delays.
5. Medtronic never made the final $250,000 although a first court and an appellate court
ruled, they owed it.
6. On the positive side we had a terrific reputation with surgeons world-wide, we had drawers
FDA clearances.



By 1997 Clarus/Medilase had gone through well over $20 million in venture capital, had been
shopped all around the medical device industry, and were known to be entangled in legal disputes
with the biggest medical device company in the world. full of FDA clearances for endoscopy, we
had seventy well trained designers and production experts.

| was President and CEO of Clarus.

We downsized the company, moved in half the space.

We had some OEM sales to other companies, some orthopedic sales.

We tried to increase both.

Amazingly, we managed to secure a two-million-dollar line credit TransAmerica Business Bank.

| worked franticly, traveled constantly, met with every doctor in the world who had a product idea,
met with every possible acquiring company.

By late in the year 2000, we had made substantial progress, but we still were not profitable, and we
had used up the bank loan, | slashed my salary, but only mine .

But now because of the bank loan, we had more options.

| asked TransAmerica to foreclose on their loan.

By US law the venture capitalists were totally out, and the employees were fully paid.

The company assets belonged to TransAmerica, and the assets were for sale.

| found a local businessman who owned a similarly sized medical company made laser peripherals.
We bought the assets, restarted Clarus, combined some job functions, moved into a shared
workspace, and were modestly profitable in the first year.

My partner was CEO, owned 90%, | was President, owned 10%.

| worked hard for a couple of more years to get the company started, then began cutting back my
work week to concentrate on my farm,

| retired from Clarus in 2012.

Clarus continues to this day and never missed a payroll.

| know learned a lot and | suppose | grew a lot in those twenty-three years.

Clarus’ products saved countless lives and an unimaginable amount of pain.

| kept my hand in designing medical devices to a total of thirteen US Patents.

| have been privileged to know many world-famous doctors and call them friends

| have traveled the world many times around the world to lecture surgeons and physicians.
On many US and foreign trips, | was able to have my wife, Gail, accompany me.

Tom Barthel.
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