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Tower Health Overview 
 

Tower Health (“Tower Health” or the “System”) is a Pennsylvania nonprofit corporation that serves as 
the parent  organization of seven acute care hospitals, an inpatient behavioral health facility, and 
related facilities that have formed an integrated healthcare system located in the Counties of Berks, 
Chester and Montgomery, Pennsylvania and the City of  Philadelphia, Pennsylvania. 

• Brandywine Hospital in Coatesville (171 licensed beds) 

• Chestnut Hill Hospital in Philadelphia (148 licensed beds) 

• Jennersville Hospital in West Grove (63 licensed beds) 

• Phoenixville Hospital in Phoenixville (144 licensed beds*) 

• Pottstown Hospital in Pottstown (232 licensed beds) 

• Reading Hospital, a teaching hospital in West Reading (737 licensed beds*, including 62 beds 
at a dedicated rehabilitation hospital) 

• St. Christopher’s Hospital for Children, in partnership with Drexel University (188 licensed 
beds) 

• Tower Behavioral Health, a 144-bed inpatient facility and ambulatory campus, opened under 
a joint venture with Acadia Healthcare 

• Tower Health Medical Group, a network of more than 167 ambulatory practices, that includes 
902 physicians and 383 Advanced Practice Providers 

• Tower Health Urgent Care - Tower Health owns and operates 28 urgent care sites across the 
region making Tower Health the largest operator of urgent care centers in the metropolitan 
Philadelphia area according to the Philadelphia Business Journal 

• Tower Health at Home, a regional home health and hospice organization 

• Tower Health Providers, a clinically integrated physician network with more than 3,100 
providers 

• Tower Health – UPMC Health Plan, a joint venture with UPMC Health Plan that offers 
affordable health insurance coverage and access to high quality care in nine counties, with 
over 47,500 member lives in all lines of business including Medicare Advantage, 
Administrative Services Only (ASO) for self-insured employers, Individual (Exchange), as well 
as Commercial Group, Special Needs Plans (SNP), Managed Medical Assistance, and 
Children’s Health Insurance Program (CHIP).  

• Drexel University College of Medicine at Tower Health – a new 120,000 square feet Medical 
School located a half mile from Reading Hospital that will educate 200 enrolled medical 
students annually when fully operational in 2024 

• Graduate Medical Education – Planned expansion to more than 500 Residents and Fellows 

*Number of licensed beds, excludes nursery 

** Provider numbers are current as of June 30, 2021 
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Tower Health at a Glance (excluding St. Christopher’s) 
 

 
1) 2021 Claritas estimate; Tower Health general acute care hospitals combined PSA 
2) CY2020 inpatient market share based on Tower Health combined PSA; PHC4 data  
3) Excludes nursery; Includes 61 beds at Reading Hospital Rehabilitation at Wyomissing; current as of Aug 2021 
4) Current as of June 30, 2021; Includes THMG, DUP, THP, THUC, THAH, TowerDirect, and hospitals except St. Christopher’s 
5) Excludes normal newborns 
6) Includes 175 residents; 970 THMG, 26 DUP, and 92 THUC providers; current as of June 30, 2021 
7) Includes all Tower entities except St. Christopher’s; Excludes Transaction Costs and CARES $ 
8) THMG primary and specialty care visits; excludes SCMG 
9) Includes 12,191 inpatient and 18,674 outpatient surgeries; Excludes endoscopies 

* All data is FY2021 unless otherwise noted 
 

St. Christopher’s Hospital for Children At-A-Glance 
 

 
1) 2021 Claritas estimate for patients aged 0-17 in the St. Christopher’s PSA 
2) CY2020 inpatient market share among patients aged 0-17 in the St. Christopher’s PSA; PHC4 data 
3) Current as of August 2021 
4) Includes 1,039 inpatient and 4,908 outpatient surgeries; Excludes endoscopies 
5) Includes 147 residents and 289 SCMG providers; current as of June 30, 2021 
6) SCMG primary and specialty care visits 
7) Excludes Transaction Costs and CARES $ 

* All data is FY2021 unless otherwise noted 
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Management Discussion and Analysis  
 

YTD Consolidated Statement of Operations for the 12-Months Ended June 
30, 2021 and 2020 

 
 
Long-Term Debt Service Ratio for Tower Health Obligated Group for the twelve months 
ended June 30, 2021 was 2.58x. 

 
Note: $50 million of CARES Act funds are included in revenue for the twelve months ended June 30, 2021. 
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Management Discussion and Analysis (cont’d) 
 

Subsequent Events Since June 30, 2021 

Tower Health Medical Group Restructuring 

Tower Health has continued its restructuring of Tower Health Medical Group (THMG) to focus on greater 

efficiency and productivity. A combination of practice closures and consolidations, transactions with third-

parties, returns to private practice, and restructuring of incentive programs have created greater alignment with 

recommended performance improvement initiatives. These efforts will continue through the remainder of the 

calendar year. 

Tower Health signs Letter of Intent with Penn Medicine to Explore 
Strategic Alliance 

On July 30, 2021 Tower Health and Penn Medicine announced that the two organizations had signed a non-

binding Letter of Intent (LOI) to begin the process of developing a strategic alliance between the two health 

systems. In the LOI, Tower Health and Penn Medicine agreed to establish an Affiliation Steering Committee, 

with equal representation from both organizations, that will take approximately six months to evaluate potential 

areas of collaboration. Both organizations emphasize that a strategic alliance is not a merger. 

The Strategic Alliance is a relationship between separate organizations focused on the joint development of 

innovative programs and initiatives that provide exceptional care and value and a high-quality patient 

experience to the community. Tower Health remains responsible for and focused on implementing its ongoing 

operational improvements to further strengthen its clinical programs and services, as well as the overall financial 

performance of the enterprise. 

Tower Health Transplant Institute Transfers to Penn Transplant Institute 

On August 25, 2021, Tower Health announced, with Penn Medicine, a plan to transition the Tower Health 

Transplant Institute (THTI) to the Penn Transplant Institute, effective by mid-December 2021. Reading Hospital 

will continue to provide pre- and post-transplant treatment and screening on-site, while transplant surgical 

procedures will be performed at the Hospital of the University of Pennsylvania. The Penn Transplant Institute 

will establish offices at Reading Hospital and a majority of THTI employees will transition to Penn Medicine. 

This development will sustain world-class kidney and liver transplant services for patients and communities in 

the Berk County region. 

Hospital Leadership Changes 

Effective September 2, 2021, Claire Mooney will step down as CEO of Brandywine and Jennersville Hospitals 

to take a position with another health system. Stephen Tullman, long-time CEO of Phoenixville Hospital, will 

become Chief Executive Officer for Brandywine and Jennersville Hospitals. Mr. Tullman knows the area served 

by the Brandywine and Jennersville Hospitals well and is a seasoned hospital leader. With Mr. Tullman taking 

on this new role, Richard Newell will expand his role to serve as CEO for Phoenixville Hospital, in addition to 

his CEO role at Pottstown Hospital. Mr. Newell knows the area served by Phoenixville Hospital and has long 

collaborated with the team at the Phoenixville Hospital. Both these changes are effective on September 3, 2021. 
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Management Discussion and Analysis (cont’d) 
 

Finance Leadership Team Changes 

Tower Health Treasurer Sean O’Connell is no longer with the organization. Robert Ehinger, Tower Health’s 

Senior Vice President, Financial Operations, is assuming the Treasurer role and will be supported by Jordan 

Melick of Warbird Consulting Partners. 

Operational Performance Quarter and 12-Months Ended June 30, 2021 vs 
June 30, 2020 and March 31, 2021  

Tower Health (“Tower” or “System”) operating performance for the quarter ended June 30, 2021 (Q4 FY2021) 

reflects a significant improvement over the quarter ended March 31, 2021 (Q3 2021).  Operating income in Q4 

FY2021 was positive $528 thousand compared to Q3 FY2021 operating income of negative $61.7 million.  In 

Q4 FY2021, total revenue increased by 5.36% over Q3 FY2021, and the System generated a positive operating 

margin of 0.1% in Q4 FY 2021 in comparison to a Q3 FY2021 operating margin of negative 11.5%. Last quarter 

includes no funds for CARES Act grant funds received from the federal government, whereas $4.7 million were 

received in Q3 FY2021. All CARES Act grant funds received were recognized and recorded in other operating 

revenue.   

Twelve-months operating performance through June 30, 2021 compared to twelve-months through June 30, 

2020 reflects significant improvement. In the twelve-month period ended June 30, 2021, total revenue increased 

by 16.08% compared with the twelve-month period ended June 30, 2020, the System generated an operating 

margin of negative 11.5% in comparison to operating margin of negative 26.7%, respectively. 

Twelve-months ended June 30, 2021 includes $39.3million of one-time, non-recurring expenses. Of the $39.3 

million, there was an $18 million education grant provided to Drexel University and $8.3 million was related to 

EPIC implementation costs at the Urgent Care and the St. Christopher Hospital for Children project, with the 

remainder related to other one-time transaction costs. Excluding the $39.3 million in one-time, non-recurring 

expenses, the System’s operating income in the twelve-month period ended June 30, 2021 was negative 

$166.9 million, resulting in an operating margin of negative 7.8%, compared with negative 21.2% in the twelve-

month period ended June 30, 2020.   

Excluding $39.3 million in one-time, non-recurring expenses, the System’s operating cash flow margin* for the 

twelve-month period ended Jun 30, 2021 was negative 0.3%, compared with negative 13.2% in for the twelve-

month period ended June 30, 2020.  

Across the system Tower has seen volumes increases for Q4 2021 from Q3 FY 2021. Admissions are up 2.7%, 

ER inpatient visits are up 1.6% and outpatient ER visits are up 25.7%. Inpatient surgeries are up 10.2% while 

outpatient surgeries are up 14.07%. OP registrations are up 11.3%. 

Reading Hospital continued to generate significant operating income. Reading Hospital produced $175.6 million 

in operating income (15.8% op. margin) for the twelve-month period ended June 30, 2021 compared with 1.4% 

in the twelve-month period ended June 30, 2020. And Reading Hospital’s operating cash flow margin* was 

24.0%, compared with 10.2%, respectively.    

  *as defined on the prior pages 
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Management Discussion and Analysis (cont’d) 
 

Total revenue for the CMP hospitals for the twelve month period ending June 30, 2021 increased 22.36% as 
compared with the prior year, while total expenses (including interest, depreciation, and amortization) 
decreased by 5.16%.  The CMP hospitals’ results improved in the twelve-month period ending June 30, 2021 
as compared to the prior year, generating an operating income of negative $124.4 million, for an operating 
margin of negative 22.7%, compared with the twelve-month period ending June 30, 2020, which had an 
operating loss of $261.0 million and an operating margin of negative 58.33%.  The CMP hospitals generated 
operating cash flow* of negative $54.2 million and operating cash flow margin* of negative 9.9% for the twelve-
month period ending June 30, 2021 compared to negative $206.6 million and negative 46.2% for the twelve- 
month period ending June 30, 2020. 

  *as defined on the prior pages 

Guidehouse Recommendations 

Guidehouse’s assessment identified $163 million in potential improvement to Operations and $18 million in 

Cash Acceleration / Balance Sheet improvement opportunities, incremental to performance improvement 

initiatives already underway at Tower Health.  The assessment opportunities were categorized into the following 

areas, with Revenue Cycle and the Physician Enterprise making up half of the improvement opportunity: 

 

• Enterprise-wide Revenue Cycle  

• Physician Services 

• Pharmacy – 340b 

• Supply Chain 

• System Laboratory  

• Corporate Overhead 

• Workforce Productivity 
 
Since the end of the assessment, Tower Health and Guidehouse have developed a comprehensive set of 
solutions to begin rapidly implementing initiatives to improve the systems bond ratings and credit quality, while 
still supporting Tower’s mission of providing safe and high-quality care to its communities. Tower Health and 
Guidehouse have formed ‘SWAT’ implementation teams to rapidly implement opportunities identified from the 
assessment.   

As of the end of June 2021, Tower Health has implemented $108.4M in realized Net Revenue and Cost 

Reduction initiatives.  Realized improvements includes $36.8M in one-time savings and $71.6M in recurring 

benefits (estimated $144M in recurring annualized benefit to the health system). Tower recently announced 

restructuring plans for Tower Health Medical Group, which is an incremental benefit to Guidehouse’s original 

assessment. 

Impact of Changes in Accounting Methodologies and Asset Impairment 
on the Statement of Operations 

As part of a mid-year review of our accounting procedures, it was determined that a more conservative 
methodology would more accurately reflect the valuation of accounts receivable. The methodology was 
changed in December 2020 to reflect this updated valuation, which resulted in a total adjustment for the six 
months ended December 31, 2020 of approximately $25 million for Reading and the CMP hospitals.  
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Management Discussion and Analysis (cont’d) 
 

Tower continues to review all assets in the business portfolio as it pursues strategic options. Tower’s long-lived 
assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying 
amount of an asset may not be recoverable. Tower will be performing its goodwill and long-lived asset 
impairment analysis through the issuance date of the June 30, 2021 audited financial statements. If the carrying 
value of any of these assets is impaired, Tower may incur a material non-cash charge to earnings. 

Unrestricted Cash and Investments 

Total balance sheet unrestricted cash and board-designated investment funds for capital improvements was 

$701 million at June 30, 2021.  This represents a decrease of $28 million from March 31, 2021. Total days cash 

on hand for the consolidated group was 110 at June 30, 2021, representing a decrease of 2 days from March 

31, 2021.  Net assets were $257  million at June 30, 2021. This represents an increase of $100 million from 

March 31, 2020. 

Included in unrestricted cash and investments above is approximately $149 million of the remaining CMS 

Advance Payments received during FY2020, which equates to approximately 24 days cash on hand.  The 

amount started to be repaid using an amortized schedule beginning in April 2021. 

CARES Act Relief Funds 

As of June 30, 2021, Tower Health has received a total $148 million in grants from several phases of the CARES 

Act stimulus bill, which have been recognized as other operating revenue. 

 

 


















