SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
FORM 11-K

)
\\\\\\\\\\}\§)\\L\\>\>\§\>\\\\\ ANNUAL REPORT

PURSUANT TO SECTION 15(d) OF THE o
SECURITIES EXCHANGE ACT OF 1934 \ ol

For the fiscal year ended December 31, 2002
A. Full title of the Plan:
Aetna Inc. Incentive Savings Plan

B. Name of issuer of the securities held pursuant to the plan and the address of its
principal executive office:

Aetna Inc.

151 Farmington Avenue

Hartford, Connecticut 06156 PRQCESSED
REQUIRED INFORMATION: ﬁUN 302003

THOMSON
The following documents for the plan are set forth on page 2 and in Exhibit I: FINANCIAL

Independent Auditors’ Consent
ExhibitI: Index, Financial Statements and Independent Auditors’ Report
as of December 31, 2002

Pursuant to the requirements of the Securities Exchange Act of 1934, the persons
who administer the Plan have duly caused this annual report to be signed on its
behalf by the undersigned hereunto duly authorized.

2 IyNTIV VINGS PLAN
y: A 4/, A

mes H. Goulgd, 11
Vice President, Compensation and Benefits
Aetna Inc.

Dated: June 26, 2003

SEC FORM 11-K ANNUAL REPORT 2002 \x



Independent Auditors’ Consent

Aetna Inc.
Incentive Savings Plan Committee:

We consent to the incorporation by reference in the registration statement (No. 333-73052) on
Form S-8 of Aetna Inc. Incentive Savings Plan of our report dated June 16, 2003, with respect to

. the statements of net assets available for benefits of Aetna Inc. Incentive Savings Plan as of

December 31, 2002 and 2001, and the related statement of changes in net assets available for
benefits for the year ended December 31, 2002, and the 2002 supplemental schedule, which
report appears in the December 31, 2002, annual report on Form 11-K of Aetna Inc. Incentive
Savings Plan.

KPre LIP

Hartford, Connecticut
June 26, 2003
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hepnac

One Financial Plaza
Hartford, CT 06103-2608

Independent Auditors’ Report

Plan Administrator and Participants of
Aetna Inc. Incentive Savings Plan

We have audited the accompanying statements of net assets available for benefits of Aetna Inc.
Incentive Savings Plan as of December 31, 2002 and 2001, and the related statement of changes
in net assets available for benefits for the year ended December 31, 2002. These financial
statements are the responsibility of the Plan’s management. Our responsibility is to express an
opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the net assets available for benefits of Aetna Inc. Incentive Savings Plan as of December 31,
2002 and 2001, and the changes in net assets available for benefits for the year ended
December 31, 2002 in conformity with accounting principles generally accepted in the United
States of America.

Our audits were performed for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplemental Schedule of Assets Held At End Of Year is
presented for the purpose of additional analysis and is not a required part of the basic financial
statements but is supplementary information required by the Department of Labor’s Rules and
Regulations for Reporting and Disclosure under the Employee Retirement Income Security Act
of 1974. This supplemental schedule is the responsibility of the Plan’s management. The
supplemental schedule has been subjected to the auditing procedures applied in the audits of the
basic financial statements and, in our opinion, is fairly stated in all material respects in relation to
the basic financial statements taken as a whole.

KPP LIP

June 16, 2003

l . . . KPMG LLP KPMG LLF a U.S. fimited liability partnership, is
a member of KPMG International, a Swiss association,



Aetna Inc.

Incentive Savings Plan

Statement of Net Assets Available for Benefits

Assets:
Investments (Notes 3, 4)

Receivables:
Contribution receivable (Note 12)
Loans receivable
Total receivables

Total assets
Liabilities: |
Distributions payable to ING Plan (Note 8)

Distributions payable (Note 5)
Total liabilities

Net assets available for benefits

(Thousands)
December 31

2002 2001
$ 2,286,483 $ 2,489,923
42,857 -
40,772 44,506
83,629 44,506
2,370,112 2,534,429
- 69,842
158 -
158 69,842
$ 2,369,954 $ 2,464,587

See Accompanying Notes to Financial Statements



Aetna Inc. Incentive Savings Plan
Statement of Changes in Net Assets Available for Benefits

(Thousands)
Year Ended
December 31, 2002
Additions:
Additions to net assets attributed to:
Investment income (loss):
Net depreciation in fair value of investments (Note 3) $ (167,246)
Interest 76,944
Dividends | 7,093
Total investment income (loss) (83,209)
Contributions:
Participant 99,940
Employer I 74,696
Total contributions 174,636
Transfer of assets (Note 9) 206
Total additions 91,633
Deductions:

Deductions from net assets attributed to:

Benefits paid to participants (185,562)
Administrative Expenses | (704)
Total deductions ‘ (186,266)
Net decrease: (94,633)
- Net assets available for benefits:
Beginning of year 2,464,587
End of year $ 2,369,954

See Accompanying Notes to Financial Statements



Aetna Inc. Incentive Savings Plan
Notes to Financial Statements

December 31, 2002 and 2001

1. Description of Plan

The following description of the Aetna Inc. Incentive Savings Plan (“the Plan”) provides only general

information. Participants should refer to the Plan document for a more complete description of the
Plan’s provisions.

a. General

The Plan, a defined contribution plan, is subject to the provisions of the Employee Retirement
Income Security Act of 1974 (ERISA). The Plan is a voluntary savings plan that provides retirement
income to eligible employees. Effective January 1, 2002, Employees of Aetna Inc. (the Company),
are immediately eligible for Plan participation upon employment commencement date. During 2001,
employees were eligible for Plan participation upon attainment of age 18 with one year of service.

b. Administration

The Plan has multiple investment options for eligible employees. Mellon Bank is the Plan Trustee
and holds the Plan’s units of Aetna Inc. common stock and the mutual funds. Aetna Life Insurance
Company ("ALIC"), which is a wholly-owned subsidiary of Aetna Inc., holds the general account
portion of the Stable Value Option account and ING Life Insurance and Annuity Company

(“ILIAC”), which is an indirect subsidiary of ING Groep N.V., holds the separate account
investments for the Stable Value Option account.

¢. Contributions

Participant Contributions — Effective June 10, 2002, non-highly compensated employees may elect to
contribute 1% to 40% of their eligible pay on a pre-tax basis and highly compensated employees may
defer up to 10% of pre-tax eligible pay, up to a maximum of $11,000 in 2002. Prior to June 10,
2002, participants including highly compensated employees were able to contribute 1% to 10% of

pre-tax eligible pay' to a maximum of $11,000 for the year 2002 and $10,500 for the year 2001 in
accordance with the Internal Revenue Code (IRC).

To encourage personal savings, the Age 50 Catch-up Provision was adopted on June 10, 2002. This
provision allows active participants age 50 and older to make an additional pretax contribution to the

ISP over and above the plan limits. The maximum amount allowed for catch-up contributions in
2002 was $1,000.

Participants may also contribute 1% to 5% of their after-tax eligible pay unless the participant is a
highly compensated employee’. Lastly, participants may contribute amounts representing eligible

! Base pay plus certain other forms of cash compensation.
? Employee whose eligible compensation exceeded $90,000 for the year 2002 and $85,000 for the year 2001.

4



Aetna Inc. Incentive Savings Plan
Notes to Financial Statements

December 31, 2002 and 2001

rollover distributions from other qualified defined benefit or defined contribution plans. These deferred
amounts are considered to be participant contributions. Participants direct the investment

of their contributions into seventeen investment options offered by the Plan. Participants may change
their investment options without restriction.

Employer Contributions — Effective January 1, 2002, after one year of service the Company matches the
deferral contribution 50% of the first 6% of a participant’s eligible pay for eligible participants.
However, if the Company meets specific performance targets established each year, all eligible
employees will receive an annual contribution to their ISP accounts of up to 3% of eligible pay (Note
12). Eligible employees who do not participant in the plan will have accounts set up for them to receive
their allocation of the performance-based employer contribution. Prior to January 1, 2002, the Company
matched the deferral contribution 100% up to 5% of a participant's eligible pay. Prior to January 1,
2002, the Plan did not include a performance-based contribution.

Prior to August 6, 2001, the Company’s employer-matching contribution was made in cash. Effective
as of the August 6, 2001 pay period, the Company’s employer-matching contribution is made in
company stock, rather than in cash. Employees are not required to keep the employer-matching
contribution in the Aetna Common Stock Fund. After the employer contribution is posted to the -
participant’s account, employees may direct the employer contribution into any investment option.

These amounts and earnings on deferral and matching contributions are not taxed until withdrawal. The

maximum dollar amount of contributions may vary from year to year, based on the IRC limitations.
Contributions are funded biweekly.

. Participant Accounts

Biweekly, each contributing participant’s account is credited with the participant’s contribution and the

Company match. Earnings on investments are allocated based on account balances and are credited
daily. Mutual fund earnings are net of expenses.

Vesting

Participants are vested immediately in their deferral contributions plus actual earnings thereon.
Effective January 1, 2002, participants are immediately vested in the Company’s matching
contributions. Additionally, all participants with at least one year of service not previously vested in the
Company’s matching contribution prior to January 1, 2002 became vested. Participants are vested in
the Company’s performance-based contribution after completing three years of service. If a participant
leaves service due to disability, the entire account balance becomes vested.

Participant Loans

Participants may borrow from the Plan the lesser of $50,000 or 50% of the current value of their vested
account balances. Loans bear interest at prime plus 1% at the time granted. The rate in effect



Aetna Inc. Incentive Savings Plan
Notes to Financial Statements

December 31, 2002 and 2001

on the first of each month is used for loans granted during that month. The amounts held for loans
receivable approximate fair value.

g. Payment of Benefits

On termination of service, a participant with a vested interest greater than $5,000 may elect to receive
a lump-sum amount equal to the value of the participant’s account, or various installment payout
options, or may defer payment to a later date.

h. Participant Forfeitures

If a participant terminates employment unvested, the Company contributions are forfeited. For the
years ended December 31, 2002 and 2001, forfeited nonvested accounts totaled approximately
$1,555,000 and $1,431,000, respectively. These accounts will be used to reduce future employer
contributions or to offset plan expenses. Forfeited nonvested accounts did not reduce employer
contributions for the year ended 2002 and reduced employer contributions by $1,289,000 for the year
ended 2001. Forfeited contributions are held in the Stable Value Option Account.

2. Summary of Accounting Policies

a. Basis of Presentation

The accompanying financial statements of the Plan have been prepared on the accrual basis of

accounting in accordance with accounting principles generally accepted in the United States of
America.

b. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect

the amounts reported in the financial statements and accompanying notes to financial statements.
Actual results could differ from reported results using those estimates.

¢. Investment Valuation and Income Recognition

The Plan’s investments are stated at fair value with changes in fair value included in net depreciation
of fair value of investments on the Statement of Changes in Net Assets Available for Benefits except
for the Stable Value Option ("SVO") account which is valued at contract value (Note 4).

Units in the Aetna Common Stock Fund are presented at fair value plus value of cash. Quoted

marKet prices are used to value investments. Shares of mutual funds are valued at the net asset value
of shares held by the Plan at year-end.



Aetna Inc. Incentive Savings Plan
Notes to Financial Statements

December 31, 2002 and 2001

Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on
the accrual basis. Dividends are recorded on the ex-dividend date.

d. Plan Expenses
Effective July 1, 2002 participants pay a quarterly plan administration fee of $6.50. As a result,
participants pay the majority of the expenses incident to the administration of the Plan. This fee is
not applicable if the participant’s total account balance is below $500. Effective April 1, 2002,

participants pay a loan origination fee of $85 per loan.

e. Payment of Benefits

Benefit amounts due to participants are not reflected as liabilities but as a component of net assets
available for plan benefits.

3, Investments

The following presents investments that represent five percent or more of the Plan’s net assets
(thousands):

2002 2001
Stable Value Option (Note 4) $1,394,203 $1,345,181
Aetna Common Stock Fund

(4,743,779 and 4,605,206 shares, respectively) 230,026 $181,307

During 2002, the Plan’s investments (including gains and losses on investments bought and sold,
as well as held during the year) (depreciated) in value by $167,246 thousand as follows
(thousands):

Mutual Funds $(210,930)
Aetna Common Stock 43,684
Total Investments $(167,246)

4, Stable Value Option Account

The SVO is presented at contract value. Contract value represents contributions plus interest
less funds used to pay benefits.

The Stable Value Option (SVO) account is invested in two group annuity contracts.

Group annuity contract DC 10305 is invested in an ALIC General Account Participating
Accumulation Fund, which is backed primarily by commercial mortgages and real estate.
ING Life Insurance and Annuity Company (ILIAC) group annuity contract GA 14589 is an

l December 31



Aetna Inc. Incentive Savings Plan
Notes to Financial Statements

December 31, 2002 and 2001

investment in ILIAC’s Separate Accounts 398 and 399. Separate Account 398 invests
primarily in mortgage-backed securities issued or guaranteed by the U.S. Government or

federal agency. Separate Account 399 invests primarily in debt obligations of the U.S.
Government and corporate bonds.

The interest rate earned by the SVO is a blended rate based upon the actual investment
return experienced by ALIC and ILIAC during the year. The SVO credited a rate of
interest of 5.70% for the period January 1, 2002 through June 30, 2002 and 5.45% for the

period July 1, 2002 through December 31, 2002. Participants will receive contract value
upon payment of benefits.

Distributions Payable

Subsequent to the end of the 2002 Plan year, the Plan determined that the levels of certain
participants’ contributions were in excess of allowable “nondiscrimination” limitations
prescribed by the IRC. The “nondiscrimination” limitations provide limits for the deferral
percentages of “highly compensated” participants (as defined in the IRC) based on the
deferral percentage of the remaining participants. Excess participants’ contributions and
gains and losses through December 31, 2002 attributed to these contributions were
distributed in 2003 to affected participants. Amounts to be distributed were recorded in

the accompanying financial statements as distributions payable at December 31, 2002 and
approximate fair value.

Plan Termination

Although it has expressed no intent to do so, the Company has the right to terminate the
Plan subject to the provisions of ERISA. In the event of Plan termination, the Company
shall make no further contributions. The Plan's trust shall be continued, however, as long
as the trustee deems it to be necessary for the effective discharge of any remaining duties
of the Plan. Participants will receive their account value (at fair market value) after
allocation of interest, dividends, gains, losses and expenses.

Tax Status

The Internal Revenue Service has informed the Plan administrator in correspondence dated
March 7, 2003, that as of that date the Plan was qualified and the trust established under
the Plan was tax-exempt, under the applicable sections of the Internal Revenue Code (the
"Code"). The Plan was previously covered by a Tax Determination letter dated October 7,

1999. The Plan administrator believes that the Plan continues to be qualified under the
Code.



Aetna Inc. Incentive Savings Plan
Notes to Financial Statements

December 31, 2002 and 2001

8. Transfer of ING Participants From Plan

As a result of the sale of former Aetna’s financial services and international businesses,
certain employees were released from the Plan and their account balances were transferred
to a Plan sponsored by ING Groep N.V. In 2001, ING assets totaling approximately
$82,377,000 were transferred to the ING Plan. The remaining assets totaling
approximately $69,842,000 were transferred in January 2002.

9. Merger of Criterion Communications, Inc. Savings Plan into the Plan

On April 4, 2002, the Criterion Communications, Inc. Savings Plan was merged into the

Aetna Inc. Incentive Savings Plan, transferring all of its assets, totaling approximately
$206,000.

10. Changes to Emplover Match Contribution

Effective January 1, 2003 the employer matching contribution will be made in cash.

11. Related-Party Transactions

The Plan invests in certain investments (e.g. SVO, Aetna Common Stock Fund) that are

investments of the Plan Sponsor and, therefore these transactions qualify as party-in-
interest transactions.

12. Subsequent Event

The Company’s 2002 performance-based targets were attained. As a result, on February
19, 2003, a Performance-Based Employer Contribution, totaling approximately
l $42,857,000 was made for all eligible employees relating to the 2002 performance year.
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