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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); and 

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

 On July 14, 2020, 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 128 primary care and specialty care 
practices, that includes 890 physicians and 411 Advanced Practice Providers.  

 Tower Health Urgent Care - Tower Health acquired 19 urgent care locations from Premier 
Urgent Care in 2018 and has added 6 new locations, 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 organizations 

 Tower Health Partners, 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 50,000 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 – 120,000 square feet of new Medical 
School located ½ mile from Reading Hospital that will educate 200 enrolled medical students 
annually – starting July 2021 

 Medical Education Expansion to 600-700 Residents and Fellows. 

*Number of licensed beds, excludes nursery 

  



 

2 

 

Tower Health at a Glance (excluding St. Christopher’s) 
 

 
1) 2020 Environics Analytics Estimate based on Tower Health combined PSA  
2) FY2020 market share based on Tower Health combined PSA  
3) Excludes nursery beds and Observation; Includes 62 beds at Reading Hospital Rehabilitation at Wyomissing 
4) Current as of June 30, 2020; includes THMG, THP, THUC, THAH, TowerDirect and all hospitals except St. Christopher’s 
5) Excludes normal newborns 
6) Includes residents; 890 physicians and 411 APPs; source THMG as of June 30, 2020 
7) Includes THMG, THP, THUC, THAH, Clinics, Foundation, and all hospitals except St. Christopher’s 
8) Actual THMG primary and specialty care visits 
9) Includes 12,185 inpatient and 16,427 outpatient surgeries; Excludes endoscopies 
* All data is FY2020 unless otherwise noted 

 

St. Christopher’s Hospital for Children At-A-Glance 
(Dec 2019 - June 2020) 
 

 
(1) 2020 Environics Analytics Estimate 
(2) FY2020 PHC4 inpatient data; Patients age 0-17 
(3) Current as of June 30, 2020 
(4) Includes St. Christopher’s Hospital  for Children only 
(5) Includes 476 inpatient and 2,246 outpatient surgeries; Excludes endoscopies 
* All data is Dec 15, 2019-June 30, 2020 unless otherwise noted 

64,085
Total  

Admissions(5)

12,162    
Employees

(10,362 FTEs)(4)

906,277
PSA Population(1)

1,312
Staffed Beds(3)

$1.71 billion
Revenue(7)

28,612
Total Surgeries(9) 

44%
PSA Inpatient

Market Share(2)

4,643
Babies Delivered

246,408
Emergency Room Visits

328,618
Patient Days(5)

122,219
Adjusted  

Admissions

1,301
Employed Physicians and 

Healthcare Providers(6)

1.76 million
Physician Office Visits(8)

240,245
PSA Pediatric 

Population(1)

103
Staffed Beds

2,722
Total Surgeries (5) 

30%
PSA Pediatric 

Inpatient

Market Share (2)

27,223
Emergency Room Visits

13,670
Patient Days

$206 M
Revenue (4)

2,434
Total  

Admissions

5,309
Adjusted  

Admissions

2,034    
Employees

(1,589 FTEs)(3)
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Management Discussion and Analysis 
 

YTD Consolidated Statement of Operations for the 9-Months Ended March 
31, 2021 and 2020 

 
 
Long-Term Debt Service Ratio for Tower Health Obligated Group for the nine months ended 
March 31, 2021 was 2.00x. 

 
Note: $50 million of CARES Act funds are included in revenue for the nine months ended March 31, 2021. 
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Management Discussion and Analysis (cont’d) 
 

Subsequent Events Since March 31, 2021 

THMG Restructuring 

On May 10, 2021, Tower Health announced a restructuring of Tower Health Medical Group (THMG), our 
employed physician group. This action is expected to result in approximately $30M in financial performance 
improvement by June 30, 2021, with another $40M in improvements in FY 22. These changes are projected 
to impact up to 95 providers and 100 support staff.  
 
As part of this system-wide reconfiguration of THMG, Tower Health will: 

1. Consolidate practices to reduce expenses for office space leasing and equipment 
2. Close some practice locations with consistently high net operating loss 
3. Transition a number of providers from THMG employment to new agreements with other provider 

organizations or into independent practice.  
4. Maintain an adjustment to physician and Advanced Practice Provider (APP) incentive compensation 

for the Fiscal Year 2021 and Calendar Year 2021 to align with what was implemented the previous 
year. Specifically, incentives will be paid at 60 percent of eligible dollars for all participants in these 
plans. 

Operational Performance Quarter and 9-Months Ended March 31, 2021 vs 
March 31, 2020 and December 31, 2020  

Tower Health (“Tower” or “System”) operating performance for the quarter ended March 31, 2021 (Q3 FY2021) 

reflects a significant improvement over the quarter ended December 31, 2020 (Q2 2021).  Operating income in 

Q3 FY2021 was negative $70.4 million compared to Q2 FY2021 operating income of negative $101.4 million.  

In Q3 FY2021, total revenue increased by 1.8% over Q2 FY2021, and the System generated a negative 

operating margin of 13.2% in Q3 FY 2021 in comparison to a Q2 FY2021 operating margin of negative 19.3%. 

Last quarter includes CARES Act grant funds received from the federal government. In Q3 FY2021 Tower 

received $4.7 million for the Medical Group whereas no funds were received in Q2 FY2021. All CARES Act 

grant funds received were recognized and recorded in other operating revenue.  

Nine months operating performance through March 31, 2021 compared to nine months through March 31, 2020 

reflects a decline, particularly with the five Chester/Montgomery/Philadelphia (“CMP”) hospitals.  In the nine-

month period ended March 31, 2021, although total revenue increased by 0.37% compared with the nine-month 

period ended March 31, 2020, the System generated an operating margin of negative 15.6% in comparison to 

operating margin of negative 7.6%, respectively. 

Nine months ended March 31, 2021 includes $29.2million of one-time, non-recurring expenses. Of the $29.2 

million, there was an $18 million Education grant provided to Drexel University and $5.1 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 $29.2 million in one-time, non-recurring 

expenses, the System’s operating income in the nine month period ended March 31, 2021 was negative $170.5 

million, resulting in an operating margin of negative 10.8%, compared with negative 6.1% in the nine month 

period ended March 31, 2020.   

 

 

  *as defined on the prior pages  



 

5 

 

Management Discussion and Analysis (cont’d) 
 

Excluding $29.2 million in one-time, non-recurring expenses, the System’s operating cash flow margin* for the 

nine-month period ended March 31, 2021 was negative 3.1%, compared with positive 0.7% in for the nine-

month period ended March 31, 2020.  

Across the system Tower has seen volumes decline due to multiple snowstorms in February, for Q3 2021 from 

Q2 FY 2021. Admissions are down 3.2%, ER inpatient visits are down 3.2% and outpatient ER visits are down 

8.8%. Inpatient surgeries are down 5.2% while outpatient surgeries are down 4.0%. OP registrations are down 

1.4%. 

In the month of March volumes across the organization were either at or near a twelve-month high for 

Admissions, surgeries, OP registrations, Physician visits and Home Health visits. Total gross revenues were 

$61.6 million over budget while OP revenues were $35 million over budget versus the two previous months 

being $53 million under budget. Operating EBIDA was $10.6 million and Net operating income was negative 

$3.1 million in March.  

Reading Hospital continued to generate significant operating income.  Reading Hospital produced $98.3 million 

in operating income (12.13% op. margin) for the nine-month period ended March 31, 2021 compared with 

13.4% in the nine-month period ended March 31, 2020. And Reading Hospital’s operating cash flow margin* 

was 20.81%, compared with 20.89%, respectively.    

Total revenue for the CMP hospitals for the nine months ending March 31, 2021 decreased 19.4% as compared 
with the prior year, while total expenses (including interest, depreciation, and amortization) decreased by 6.1%.  
The CMP hospitals’ results declined in the nine month period ending March 31, 2021 as compared to the prior 
year, generating an operating income of negative $113.8 million, for an operating margin of negative 29.1%, 
compared with the nine-month period ending March 31, 2020, which had an operating loss of $52.6 million and 
an operating margin of negative 10.84%.  The CMP hospitals generated operating cash flow* of negative $61.8 
million and operating cash flow margin* of negative 15.81% for the nine-month period ending March 31, 2021 
compared to negative $12.2 million and negative 2.5% for the nine month period ending March 31, 2020. 

Guidehouse Recommendations 

Guidehouse’s assessment identified $140 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 defined on the prior pages 
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Management Discussion and Analysis (cont’d) 
 

As of the end of March 2021, Tower Health has implemented $42M in realized Net Revenue and Cost Reduction 

initiatives.  Realized improvements includes $13.5M in one-time savings and $28.9M in recurring benefits 

(estimated $120M 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. 

Strategic Process Lead by H2C 

In April, Tower received multiple Indications of Interest in response to an RFP issued on behalf of Tower Health. 

These covered several permutations and combinations of transactions and assets.  Tower’s Board has 

authorized H2C to continue to pursue strategic options, which may result in more than one transaction. The 

Tower Board has set mid-July as our goal for completing the review of these Indications of Interest and working 

with the interested parties. 

Impact of Changes in Accounting Methodologies on the Statement of 
Operations 

As part of a mid-year review of our accounting procedures it was determined that in order to more accurately 
reflect the valuation of the accounts receivable, we changed our methodology to be more conservative. 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.  

Unrestricted Cash and Investments 

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

$729 million at March 31, 2021.  This represents a decrease of $35 million from December 31, 2020. Total days 

cash on hand for the System was 112 at March 31, 2021, representing a decrease of 4 days from December 

31, 2020.  Net assets were $157 million at March 31, 2021. This represents a decrease of $66 million from 

December 31, 2020. 

Included in unrestricted cash and investments above is approximately $166 million of CMS Advance Payments 

received during FY2020, which equates to approximately 25 days cash on hand.  This amount is expected to 

start to be repaid using an amortized schedule beginning April 2021. 

CARES Act Relief Funds 

As of March 31, 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. 


















