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Honoring the Past.
Embracing the Future.

Last year, we officially celebrated Aetna’s 150th

anniversary. It was a great achievement. Not only

did we mark a milestone few companies ever reach,

we celebrated what we’ve been able to accomplish

in restoring Aetna’s pride and position in the

marketplace. We honored the past, yet embraced

the future, knowing that we built a strong

foundation for our company’s return to leadership.



JOHN W. ROWE, M.D.

Chairman and 
Chief Executive Officer
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Over the course of 
12 months, we produced

outstanding results.

TO OUR SHAREHOLDERS:

2003 was another great year for the company, bringing 
Aetna a major step closer to our goal of industry leadership. 

In January 2003, we set out some ambitious objectives. 
Entering the second half of the company’s turnaround, our
priorities were to further expand margins by continuing to 
lower our medical cost trend and reduce administrative expenses, 
while forging ahead with the implementation of our new
strategic plan. At the same time, we committed to enhancing 
our health care quality initiatives and strengthening our 
working relationships with doctors and hospitals. 

It was a lot of ground to cover, but over the course of 12 months,
we produced outstanding results. Aetna employees proved once
again that they know how to deliver on our promises. 

ACCOMPLISHING OUR FINANCIAL GOALS

In 2003, we made further significant progress on Aetna’s key
financial, operational and strategic goals. Last year, we reported
full-year operating earnings of $5.18 per share, more than 
double the $2.50 per share reported in 2002, excluding favorable
reserve development, realized capital gains and losses and other
items. At year-end, Aetna’s pretax operating margin was 
7.9 percent. At press time, our stock was trading at its highest
levels since becoming an independent health care company 
in December 2000.

We achieved these results by managing medical costs 
effectively — Aetna’s commercial risk medical cost increases
slowed to 8 percent in 2003, one of the lowest rates in the
managed care industry. In addition, we became more cost-
effective as an organization, reducing expenses by $194 million,
while continuing to improve customer satisfaction levels. 
We also ended our long decline in membership that began in
2001 and steadied our membership at approximately 13 million.
While we experienced some membership reductions in existing
accounts due to the economy — as did other insurers — which

Bringing Forth
A Stronger, New Aetna



affected our ability to grow in 2003, those reductions were offset
by solid new sales, and we now are on track to achieve profitable
growth this year. For 2004, we are projecting net membership
growth in the range of 500,000 to 700,000.

These excellent results are not a one-time event. Clearly, 
Aetna is back.

INNOVATION, INTEGRATION AND INFORMATION

In 2003, we also set our sights firmly on enhancing Aetna’s value
in the marketplace. A steady stream of new products and services
came out of our pipeline to support our strategy to innovate in
every aspect of our business, as well as integrate products and
information in order to facilitate customer decision making, 
help improve health care quality and lower costs.

Last year, we became the first full-service national competitor to
integrate a consumer-directed health plan with pharmacy, dental
and long-term care benefits. We continue to be pleased by the
favorable response to our industry-leading Aetna HealthFund®

consumer-directed product, which early experience indicates is
effectively controlling costs, while increasing utilization of
preventive care. We also introduced a new dental discount
program called Vital Savings by AetnaSM for employees and
retirees without access to dental insurance through their
employers; and rolled out a new integrated medical, disability
and behavioral health management model. With Aetna
Integrated Health and Disability, we can consider member 
needs from both a health- and work-related perspective. 
This holistic approach can lead to more coordinated care 
and reduced absenteeism.

In 2003, we also enhanced our online plan sponsor
administration tools and employee self-service Web sites.
Employers and consumers need innovative tools and information
to help them spend their health care dollars more wisely, 
and Aetna is one of the few companies with the scale and
infrastructure to help them. For example, with our award-
winning Aetna Navigator™, now with more than 3 million users,
members can price prescription drugs, determine their portion 
of the cost, order refills from Aetna Rx Home Delivery® and 
check order status – all through the same online portal. 

64%
Aetna’s stock price
increased 64 percent 
from year-end 2002 
to year-end 2003.
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Clearly, Aetna is back. 

2002 2003

$2.50 $5.18
FULL-YEAR OPERATING

EARNINGS (PER SHARE)



RESULTS

■ Aetna’s commercial risk
medical cost increases
slowed to 8 percent 
in 2003.

■ We reduced expenses 
by $194 million, 
while continuing to
improve customer
satisfaction levels. 

■ A steady stream of new
products and services 
came out of our pipeline 
to support our strategy.
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ENHANCING OUR QUALITY-OF-CARE INITIATIVES

Using information to improve access to high-quality and safe
medical care for members was also foremost in our minds. In
2003, we began piloting an innovative network of specialist
physicians, called AexcelSM, based on evidence of quality health
care outcomes and cost-effectiveness of care delivery in general
surgery, obstetrics-gynecology, orthopedics, cardiology,
cardiothoracic surgery and gastroenterology. 

Another effort was our innovative MedQuerySM program. This
program helps doctors identify opportunities to avert potential
medical errors, gaps and omissions in members’ health care by
providing physicians additional information they may not be
aware of and may want to consider in a patient’s treatment. To
date, we have identified more than 100,000 opportunities. We
also launched Aetna Rx CheckSM, a suite of six drug utilization
review programs designed to improve member safety by flagging
for physicians potentially harmful interactions, as well as identify
opportunities to reduce pharmacy costs for members.  

Our disease management programs and new medical case
management initiatives are helping Aetna reduce claim costs
while facilitating members’ access to quality care. We were 
very pleased when last October Aetna won the “Best Disease
Management Program in Managed Care” award from the 
Disease Management Association of America for our chronic
heart failure program.

USHERING IN A ‘NEW ERA OF COOPERATION’

Finally, last year we ushered in a “new era of cooperation” with
the medical community. When we first embarked on our effort
to rebuild Aetna, one goal we laid out was to strengthen our
relationships with doctors. On May 22, 2003, we announced 
an agreement with nearly 1 million physicians to settle a 
national class-action lawsuit. In August, we reached a similar
agreement with the American Dental Association on behalf 
of approximately 150,000 dentists.

We ushered in a “new era of cooperation” with the medical community.

Improved satisfaction among these constituents gives us a competitive

advantage in the marketplace, as well as a better opportunity to work

with them to improve health care costs, access and quality.



We Want You To KnowSM

Our new advertising 
and tagline signals 
that a new leader 

is emerging 
in the industry.

One example of Aetna’s 
2004 print advertising.



We will continue to take advantage of our strengths — 

information, innovation and integration — to provide 

end-to-end service excellence in every interaction and 

deliver a unique value proposition to our targeted customers.
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These landmark agreements — and related business practice
changes designed to make it easier to do business with Aetna —
have set a precedent in the industry. We already are seeing
improvement in satisfaction among these constituents, which is
giving us a competitive advantage in the marketplace, as well as 
a better opportunity to work with them to improve health care
costs, access and quality. We will continue to build on Aetna’s
leadership position in this area.

COMPLETING AETNA’S TRANSFORMATION

In 2004, we will build on our success and work toward
completing Aetna’s transformation. Our most important task 
will be to demonstrate profitable growth. This will be fueled by
continuing our industry leadership in medical cost control and
providing value-added innovations that serve customers’ needs.
This growth will be aided by strengthening the Aetna brand so
that it clearly differentiates us in the marketplace. 

Our new “We Want You To KnowSM” advertising and tagline
signals that a new leader is emerging in the industry, one 
that goes beyond simply paying claims for customers. Going 
forward, we will focus all of our energies on putting our
knowledge to work for customers to help them make better-
informed decisions about their health and financial well-being.
We will continue to take advantage of our strengths —
information, innovation and integration — to provide 
end-to-end service excellence in every interaction and deliver 
a unique value proposition to our targeted customers. 

Our goal will be to generate profitable business from new
customers, as well as expand existing accounts with additional
products from our comprehensive portfolio, including benefits
such as dental, pharmacy, behavioral health, long-term care,
disability and life insurance. In 2004, Aetna also is building 
on existing relationships with doctors and hospitals to launch 
a workers’ compensation network access product. 

In addition to growth in our existing product lines and markets,
our capital deployment strategy calls for targeted acquisitions 
that are relevant to our strategy, consistent with our brand and
grounded in the needs of customers. These acquisitions will be 



In 2003, the Aetna
Foundation provided
approximately 
$3 million in funding 
to programs focused
primarily on addressing
disparities in health 
and disease prevention.

We will focus all of our energies on putting our knowledge to work 

for customers to help them make better-informed decisions about 

their health and financial well-being.

COMMITTED

to shaping public policy 
on broad and complex 

issues facing our nation’s 
health care system
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manageable in size and must enhance our existing capabilities or
growth opportunities in the future. An excellent example is our
recent acquisition of The Chickering Group, a recognized leader
in the highly specialized student health insurance market.

We also will continue to look for ways to operate more 
efficiently, and achieve and maintain a competitive cost structure.
Through our disciplined approach to expense management, we
believe we can achieve a $150 million reduction in general and
administrative costs in 2004, which will be partially offset by 
a $100 million increase in selling costs.

TAKING A LEAD IN IMPROVING THE SYSTEM

Beyond our business priorities, this year we also will continue 
to lead our industry in helping to shape public policy on broad 
and complex issues facing our nation’s health care system. The
Medicare bill, for example, was a landmark piece of legislation
we supported because key provisions not only provided 
increased funding for the program, it introduced new health 
plan choices to seniors, a new prescription drug discount
program and new tax-deductible health savings accounts 
(HSAs). We will take this opportunity to provide Medicare
beneficiaries expanded products and services, and in 2004 we
will offer HSAs as part of our portfolio of consumer-directed
product solutions. 

We also will continue to raise awareness about other important
societal issues such as a still-growing population of uninsured
Americans. In the wealthiest country in the world, we now have
43.6 million uninsured individuals. We are learning more about
many subsets of this group — such as college students — and
working hard to offer affordable solutions. 

As part of Aetna’s comprehensive efforts to help address racial 
and ethnic disparities in health care — composed of research,
education, data collection and supporting initiatives — 
we are developing programs targeted to the needs of specific
populations such as a maternity management program for
African American women and a cervical cancer prevention 



program for Vietnamese women. These important initiatives in
our business are complemented by strong efforts in this area by
the Aetna Foundation. In 2003, the Aetna Foundation provided
approximately $3 million in funding to programs focused
primarily on addressing disparities in health and disease
prevention. In the future, we’ll continue to align our customer-
focused business efforts and our corporate philanthropic efforts. 

You can read more about these issues — and other issues such as
childhood obesity, malpractice reform, consumer-driven health
care, health care quality and safety, infectious diseases and
Medicaid — in the essays written by outside experts that are
included in our annual report. As in past years, Aetna remains
deeply committed to bringing together divergent views and acting
as a catalyst for change in our nation’s health care system. 

WHERE AETNA STANDS TODAY

We are very pleased with where Aetna stands today. We have
completed the first stage of our turnaround, our financial results
have improved, and we are gaining momentum on our quest to
be the leader in our industry.  

Our accomplishments in 2003 were a perfect way to celebrate
Aetna’s 150th anniversary. Through hard work and determination,
Aetna is emerging as a major force in the marketplace and
delivering business results our shareholders expect. Drawing
inspiration from our company’s history, we are bringing forth 
a stronger, new Aetna, one that is ready to embark on its future.

Thank you for your continued confidence in us. We believe there
is greater success to come.

JOHN W. ROWE, M.D.
Chairman and Chief Executive Officer 

Aetna is emerging 
as a major force in 
the marketplace 
and delivering 
business results our 
shareholders expect.

We believe there is 
greater success to come.

2003
First Stage of 

Turnaround Completed. 

Financial Results
Improved.

Gaining Momentum.
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FINANCIAL HIGHLIGHTS

(Millions, except share data and per common share data) 2003 2002

FOR THE YEAR

Revenue $17,976.4 $19,878.7

Operating Earnings1 818.8 383.3

Net Income (Loss)2 933.8 (2,522.5)

Pretax Operating Margin3 7.9% 4.1%

AT YEAR END

Assets $40,950.2 $40,047.5

Shareholders’ Equity 7,924.0 6,980.0

PER COMMON SHARE

Operating Earnings1 $ 5.18 $    2.50

Net Income (Loss)2 5.91 (16.49)

Shareholders’ Equity 51.95 46.54

Actual Common Shares Outstanding 152,523,670 149,966,082

1 Operating earnings excludes from net income (loss): net realized capital gains of $42 million in 2003 and $22 million in 2002, 
favorable prior-period reserve developments of $148 million in 2003 and $67 million in 2002 and other items of $75 million in 
2003 (settlement of a national physician class action) and $79 million in 2002 (severance and facilities charges, income tax reserve
release and a discontinued products reserve release). For 2002, operating earnings also exclude income from discontinued operations 
of $50 million and the cumulative effect charge of approximately $3 billion discussed in Note 2.

2 For 2002, the net loss includes income from discontinued operations of $50 million and a cumulative effect charge of approximately 
$3 billion related to the impairment of goodwill upon adoption of Financial Accounting Standard No. 142, Goodwill and Other
Intangible Assets.

3 Pretax operating margin (GAAP basis) was 8.0% in 2003 and 2.7% in 2002. Amounts excluded from operating earnings 
(favorable prior-period reserve developments, other items, amortization of intangibles and interest expense) had approximately offset
each other on a pretax operating margin basis in 2003, while they decreased pretax operating margin in 2002 by 1.4 percentage points
on a GAAP basis. 

The foregoing financial information should be read in conjunction with the financial statements and related notes as presented in 
Aetna Inc.’s 2003 Annual Report, Financial Report.



Aetna remains committed to playing a leading role

in helping to improve access to quality health care

in America, as are the individuals who penned the

essays in this year’s annual report. We thank them

for their contributions and encourage you to read

about their perspectives, unedited by us, on some

of the critical issues facing our nation.

Improving access to 
quality health care 

in America
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Leading Change 
In The System



DAVID SATCHER

M.D., PH.D. 

Director
National Center 
for Primary Care

Morehouse 
Medical School
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The epidemic of overweight and
obesity threatens to undo much
of our progress in public health
of the 20th century relative to
chronic diseases. In our report
we said, “Left unabated,
overweight and obesity may
soon cause as much preventable
disease and death as cigarette
smoking.” This epidemic must
not be left unabated; we must
respond in at least five settings
as outlined in detail in the 
Call to Action. These include
schools, home/community,
work sites, health care and
media. Health care providers
must identify overweight and
obesity in children as not only
concerns but problems, and
prescriptions for changed
behavior must be written.

The epidemic of 
overweight and 

obesity threatens to 
undo much of 
our progress in 

public health of the 
20th century.

In December 2001, we released the Surgeon General’s

Call to Action to Prevent and Decrease Overweight and Obesity. 

In defining overweight and obesity as an epidemic, we were 

on solid public health ground. An epidemic is an unusual 

increase in the occurrence of a disease or health problem above 

the expected. Nowhere is the obesity epidemic more apparent 

than in our children.

Since 1980 there has been 
a doubling of overweight 
and obesity in children in 
this country and an actual
tripling among adolescents.
This epidemic had a
disproportionate impact on 
low socioeconomic minority
children, especially African
Americans and Latinos, but the
epidemic is real in all groups. 

When examining the behavior 
of our children with respect to
physical activity and nutrition,
there is no reason to think that
this epidemic will end soon. 
The environment that we 
have created for our children
encourages overeating and
makes it difficult to be
physically active on a regular
basis. Many of our homes and
communities encourage the
consumption of fast food and
support sedentary lifestyles.
Our schools no longer 

require physical education for
grades K-12, as they struggle 
to meet academic requirements
and expectations. Likewise our
schools are not encouraging the
development of habits of good
nutrition, whether in school
meals or vending machines. 
The irony of this is that
children who experience good
nutrition and fitness perform
better academically. 

The concern here is not about
aesthetics or the appearance of
children. The concern is about
the health of our children. 
We know that overweight and
obese children will most likely 
be overweight and obese adults.
We also know that obesity
significantly increases the risk 
of chronic diseases such as
asthma, cardiovascular disease,
diabetes and cancers.

Confronting The Epidemic
Of Childhood Obesity



HARVEY V. FINEBERG

M.D., PH.D.

President
Institute of Medicine
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a case where consistent
institutional policy, training,
reinforcement and ready access
to suitable products can save
hundreds, if not thousands, 
of lives every year.

Advances in quality can come
from other changes such as
payment linked to quality,
reform in the malpractice
system, better professional
education and a comprehensive
health information
infrastructure. While much
remains to be done, advancing
the quality of care has become 
a central objective for many
professional groups, health 
and health-related institutions,
employers, payers and
government agencies. No
improvement could be more
fundamental to building 
the health care system the
American public deserves.

Individual negligence 
accounts for only a tiny

fraction of errors. 
Rather, these reports 
stress that safety and 
quality are properties 
of the system of care.

Every year, medical errors account for tens of thousands of

deaths among hospitalized patients in the United States. If these

fatalities were attributable to a new medical condition, it would

rank among the top 10 causes of death in America. According 

to a recent, comprehensive study, only about one-half of patients

with chronic conditions actually receive the care they should

(McGlynn et al., N Eng J Med 2003:348:2635-45).

Two reports from the Institute 
of Medicine, To Err is Human
(2000) and Crossing the 
Quality Chasm (2001), 
outline the scope of the
problems of medical errors 
and deficiencies in the quality 
of care, and point the way to
solutions. Individual negligence
accounts for only a tiny
fraction of errors. Rather, these
reports stress that safety and
quality are properties of the
system of care, and to improve
quality requires fixing the
deficient processes and parts
that produce occasional errors
and poor results. This includes
putting in place mechanisms to
learn from near-misses as well
as bad outcomes; mechanisms
to collect, analyze and act on
experience; and transparency 
in the findings. For this, 
the health field has much to
learn from others, such as 
the airline industry.

Improved technology can
reduce some errors. The most
frequent type of error, for

example, occurs with
medication — the patient 
fails to receive the intended 
drug in the intended dose at
the right time. Errors occur at
every stage in the medication
process; illegible writing,
erroneous transcription,
overlooking allergy and
contraindications, mislabeling,
and failure in delivery all take
their toll. Computerized
physician order-entry systems,
with automated checking 
for contraindications and
allergy, demonstrably reduce
medication errors and
undoubtedly can save lives.

Not every improvement in
safety requires new technology.
The simplest and most 
cost-effective way to reduce
hospital-acquired infection, 
for example, is by routine 
hand cleaning before patient
contact. Yet many studies show
compliance with hand hygiene
by health care workers to be
less than 50 percent. This is

A Safe And High-Quality 
Health Care System



MARIAN 

WRIGHT EDELMAN

President and Founder
Children’s Defense Fund



17 

from being poisoned by lead
paint from deteriorating
housing or developing asthma
from nitrogen dioxide emitted
by inadequately vented stoves
and heating appliances.

With regard to children in
particular, it is necessary to
focus not solely on health 
care but on health status 
more broadly, adopting a
comprehensive, multifaceted
approach. 

We — parents, providers,
advocates, businesses and
government — must ensure
that all children, regardless 
of race or income, receive 
the healthy start they, and 
our future, deserve. 

Access to quality care 
is necessary, but 
not sufficient to 

eliminate children’s 
health disparities.

It is unconscionable as well as economically foolish for this rich

nation, blessed with the most advanced medical technologies 

in the world, to allow our poor and minority children to 

carry a disproportionate burden of illness and death.

Despite the miraculous improvements in America’s health in 

the last century, we shamefully enter the 21st century no closer 

to narrowing the gap in children’s health.

Minority children continue to
lag behind white children in
almost every health indicator.
Disparities persist in the 
rates of infant mortality,
immunization, insurance
coverage, asthma, dental care
and lead poisoning, among
other indicators. The impact 
of conditions such as lead
poisoning on cognitive and
physical development can affect
children throughout their lives.

Our success in reducing health
disparities among children will
not only lessen future health
care costs, but will also increase
the nation’s productivity.
Leading employers are
recognizing that developing
strategies to eliminate health
disparities makes good business
sense, as minorities will
comprise 41.5 percent of those
entering the work force between
1998 and 2008. By the year
2030, nearly 50 percent of the 

work force will be black or
Latino, while 74 percent 
of retirees will be white. 
We all have a vested interest 
in the health and development 
of today’s minority children. 

Although progress has been
made in children’s health over
the past 30 years through the
expansion of public health
insurance and immunization
programs, we have fallen far
short of providing every child
insurance coverage and access 
to quality health care. 

Moreover, access to quality 
care is necessary, but not
sufficient to eliminate children’s
health disparities. We cannot
narrow the gap in health
without addressing disparities
in educational opportunity,
employment, economic
security and housing. 
Quality health care alone
cannot prevent children 

Ensuring The Health
Of Our Future



TROYEN A. BRENNAN
M.D.

Professor of Medicine 
Harvard Medical School 

Professor of Law and 
Public Health 

Harvard School of 
Public Health
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injury out of common law
courts and into an administrative
system adjudication or
arbitration proceeding. Just as
important would be to drop 
the requirement for proof of
negligence and endorse
avoidability as the critical criteria
for payment, likely leading to
more compensation for injured
individuals, the costs of which
would be covered by decreased
administrative costs (particularly
lawyers’ fees). Both of these
moves will harmonize
compensation with notions 
of blame-free reporting of 
events and concerted efforts 
to learn from, rather than hide, 
the errors that cause injury. 
Only in this fashion will we see
just compensation for injury 
and development of an attitude 
of safety improvement in
American medicine.

In 2004, the United States health care system enters the third 

year of a deepening malpractice crisis. Across the country,

physicians are experiencing another round of double-digit 

increases in their medical malpractice insurance premiums. 

Fueled by ever-higher median
awards to successful litigants,
and increasingly by greater
frequency of lawsuits, the crisis
shows no signs of abating.
There is also evidence that 
the burden of the costs of
malpractice is changing
physician practice, in particular
that it is leading to problems
with access as physicians 
retire early, move to less 
litigious states or limit care 
in a variety of ways.

The tragedy about the
malpractice crisis is that tort
litigation based on medical
injuries has failed to fulfill its 
two critical societal functions:
compensation for those injured
by negligent behavior and
deterrence of such behavior.
Studies have shown that
malpractice performs very
poorly as a compensation
device: It is inaccurate in 
that many people who are 
not injured by negligence 
are compensated; most of 
those injured do not receive
compensation; and its
administrative costs are 

enormous. Moreover, there is 
no evidence that malpractice
provides any significant
deterrence of substandard care. 
In fact, most experts believe that
malpractice litigation frustrates
efforts to institute the sort of
blame-free environment upon
which a culture of safety in 
health care depends. 

What should be done?
Unfortunately, most reformers
today are interested only in
conventional tort reform, that 
is efforts to decrease the number 
of suits brought by plaintiffs’
attorneys, usually by reducing
the award to the successful
litigant, and hence the
reimbursement for the attorney
who relies on a contingency fee.
Reforms such as caps on awards 
also unfairly penalize severely
injured patients. Perhaps more
important, they do nothing to
address the fundamental defects
of the tort system, in particular
as a method to promote safety. 

More sensible, if more sweeping,
reform would be to get decisions
about compensation for medical

Medical Malpractice Reform

There is evidence 
that the burden of the 
costs of malpractice 

is changing 
physician practice.



JEFFREY S. LEHMAN

President 
Cornell University
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its university-sponsored student
health insurance plan unless
they have comparable alternate
coverage. This plan is cost-
effective and complements
university-subsidized services
designed to meet the needs of
students living at Cornell, on
leave or traveling abroad. 
We provide this coverage as 
a benefit for graduate students
and urge undergraduates to
purchase it.

Cornell recognizes its
investment in students’ health
to be an investment in their
academic success, long-term
health, and personal and career
satisfaction. It is the joint
challenge of universities and
health insurance companies 
to partner effectively in this
critical investment. 

The best interests 
of the university and 
its students require 

that we ease 
financial barriers 

to health care, both 
on and off campus.

The health of students is central to our mission as a university.

Though the college years usually are healthy ones, they are a time 

of major developmental and social transition, during which physical

and mental health problems have the potential to interfere with

students’ lives and ambitions. Students are at risk for a wide array 

of illnesses and injuries, and are particularly vulnerable to health

problems arising from the social and developmental context of their

lives: sleep deprivation, alcohol abuse, eating disorders, and stresses

related to academics and personal relationships.

Students come to Cornell 
with widely diverse
backgrounds and health care
expectations. Most are novice
consumers of health care.
Many are easily deterred from
seeking care for emotional,
substance use or sexual
concerns. The high cost 
of health care, in an era of
increasing limits on insurance
coverage, creates one more,
often insurmountable, 
barrier for students needing
health care.

The best interests of the
university and its students
require that we ease financial
barriers to health care, both on
and off campus. Traditionally,
universities have shared the
costs of student health care,
covering basic health
promotion, primary medical
and mental health services in
the cost of tuition and counting

on students’ insurance to cover
tests, prescriptions and specialty
care. As costs increase, health
insurance plans (dependent
students come to Cornell 
with over 1,700 different plans)
suffer critical benefit cuts, out-
of-area restrictions, younger
dependent age cutoffs, and
increasing deductibles and
copayments. Three to four
million students nationally 
have no health insurance at all,
a problem experienced most
acutely by older students. 
These limitations make access
to health care more difficult for
all students, and are of
particular concern for
economically disadvantaged
students and students whose
health concerns have potential
public health import. 

In an effort to assure access to
essential health care, Cornell
requires students to purchase 

Student Health And 
Health Insurance



TOMMY G. THOMPSON

Secretary of 
Health and Human Services
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Community health centers are 
a key element for increasing
access to and availability of
health care. They provide
preventive and primary care 
to patients regardless of their
ability to pay. We are working
to provide an additional 
$1.8 billion for health centers 
to provide health care services 
to 15 million Americans. 

These steps take us closer to our
goal of making health coverage
more accessible.

Community health 
centers are a key 

element for increasing 
access to and availability 

of health care.

Around 40 million Americans lack health insurance.

Most of them work hard and want health insurance, but 

find that it’s unaffordable, unavailable or difficult to access. 

Breaking down those three barriers, then, is key to providing 

these Americans with adequate health coverage. 

We made great progress when
we reformed welfare and
modernized Medicare, and 
we’re taking action to make
health insurance available to 
all Americans who need it. 

Over the past three years, 
we have approved Medicaid
waivers and state plan
amendments to allow state
governments to expand 
access to health coverage for
more than 2.6 million people
and to expand the range of
benefits offered to 6.7 million
other Americans. 

As President Bush outlined in
his State of the Union address,
one of our main goals is to
ensure that Americans can
choose and afford private-
sector coverage that best fits
their individual needs. We 
are committed to finding
specific solutions for specific
populations of the uninsured, 

such as college students,
the unemployed and 
small businesses.

With the Medicare
Modernization Act, we are
saving seniors money on
prescription drugs, improving
preventive benefits, and
increasing access to doctors and
medical care. And as part of it,
we created Health Savings
Accounts that will make it
easier for all Americans — 
not just Medicare enrollees —
to save money to pay for
medical expenses. We want to
establish refundable tax credits
to help low-income workers
buy health insurance coverage.
The President has also
proposed creating Association
Health Plans so that small
businesses could provide health
coverage to more workers by
allowing the businesses to band
together to negotiate lower
insurance rates.

Expanding Access To 
Health Insurance
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Electronic insurance
clearinghouses should also be
created to facilitate enrollment 
of eligible individuals. 

Despite its importance,
Medicaid is chronically
underfunded. Shortfalls occur
when states’ share of financing
comes under fiscal stress.
Federal funding needs to be
increased to expand coverage 
to all low-income uninsured
and enhanced when
unemployment is high.

Together, Medicaid, Medicare
and private employer coverage
can make health care affordable
for all Americans. Improved
coordination and better systems
to ensure quality, efficiency and
continuity in coverage should 
be guideposts for future reform.

Medicaid has helped 
reduce the numbers of 
uninsured by offering 

coverage to those unable 
to obtain or afford 
private coverage.

Medicaid is our nation’s health insurance safety net, providing

health and long-term care coverage for low-income populations.

It is a workhorse — covering people with HIV/AIDS, the

homeless, those with serious mental illnesses and children with

developmental disabilities. The program covers 50 million people,

including one of three newborns, three of five nursing home

residents and one of five people with chronic disabilities.

Not surprisingly, Americans
covered by Medicaid are far
sicker. Medicaid insures 
1 million people in nursing
homes, at an annual average
cost of $56,000, accounting
for half the nation’s spending
on nursing home care. It
covers over half of public
mental health spending. 
It covers 8 million persons
with disabilities, at more than
$11,000 per person annually.
And it fills gaps in Medicare
benefits for 7 million low-
income “dual eligibles.”

Medicaid has helped reduce 
the numbers of uninsured by
offering coverage to those
unable to obtain or afford
private coverage. Without it,
millions more children and
adults would be added to the
43.6 million uninsured. It plays
a critical role in insuring low-
income children. In the last
five years, along with CHIP, 

it has helped reduce the
uninsured rate for low-income
children from 23 percent 
to 14 percent. 

Medicaid needs to be
redesigned to ensure stable
coverage for all low-income
families and individuals. 
Almost 60 percent of Medicaid
beneficiaries are covered 
by managed care plans, 
but eligibility is often short,
undermining preventive care 
and continuity in patients’ care.
Beneficiaries should be able 
to retain coverage over time,
with premiums assessed as
incomes rise. Employer
contributions toward coverage
for low-wage workers should
count as “matchable” state
Medicaid contributions. And
Medicaid needs to set quality
performance standards and
adequate payment rates 
for Medicaid managed 
care plans and providers. 

Redesigning Medicaid 
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raise individual awareness of
scientific, evidence-based best
practices and treatment
protocols; and encourage
employees to seek safe, effective,
timely, patient-centered care.

Both employers and employees
must see the health care benefit
as an investment. Given
incentives, tools, resources and
information, the individual
consumer can maximize the
return on that investment in
terms of value effectiveness and
personal well-being. Only in
this way will employers receive
the maximum return on the
investment they are continuing
to make in the care and wellness
of employees. Ultimately, what
matters to us most is that we
care about our employees. We
want them to be healthy, and
our health care benefit must be
focused on obtaining that result.

Success requires 
significant employee

engagement, and 
consumer-directed
health care models

provide resources and
incentives that can help.

Two decades ago, the health care programs offered by large

companies in the U.S. looked similar across all employers.

Cost was not much of an issue, accounting requirements for

retiree benefits were still a gleam in the regulators’ eyes and 

the concept of “first-dollar coverage” had not yet become

embedded in health care plan design. Moreover, given the

dominance of the U.S. in the global economy, the overall 

level of spending for U.S. employee benefits programs was 

not much of a competitive issue.

Times have changed
dramatically. Health care is 
now as important an issue for
U.S. employers as it has ever
been. A healthy, productive
work force can provide a
significant competitive
advantage in the global 
marketplace — which 
is what led employers to 
offer health care coverage 
in the first place. 

Large companies in the U.S. 
still have a vested interest in
delivering cost-effective, high-
quality health care programs to
their employees. But our focus
can no longer be solely on cost
containment. Rather, we must
emphasize education, disease
management programs, and
wellness and prevention far 
more strongly than we have
done in the past.

Success requires significant
employee engagement, and
consumer-directed health care
models provide resources and
incentives that can help.

These models increase
employee understanding of 
the true cost of medical care
rather than focusing only on
copayments and deductibles.
They encourage more informed
and price-conscious use of 
the health care system.

The educational resources 
that are an integral part of
consumer-directed health care
models promote awareness 
of how important employee
decisions are, both in
consuming health care
efficiently when they need 
it and, more importantly, in
developing and maintaining
healthy lifestyles. Access to
decision-support resources
through these models can 

Consumer-Directed Health Care 
From An Employer Perspective
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CONSOLIDATED STATEMENTS OF INCOME
For the Years Ended December 31,

(Millions, except per common share data) 2003 2002 2001
Revenue:

Health care premiums $13,235.5 $15,036.1 $19,940.4
Other premiums 1,668.5 1,676.6 1,831.6
Administrative services contract fees 1,884.7 1,842.6 1,835.2
Net investment income 1,095.0 1,250.7 1,411.6
Other income 27.5 38.4 75.9
Net realized capital gains 65.2 34.3 96.1

Total revenue 17,976.4 19,878.7 25,190.8
Benefits and expenses:

Health care costs 10,135.8 12,452.8 17,938.8
Current and future benefits 2,090.8 2,245.5 2,458.3
Operating expenses:

Salaries and related benefits 2,179.1 2,245.2 2,290.4
Other 1,975.4 1,987.4 2,224.6

Interest expense 102.9 119.5 142.8
Amortization of goodwill – – 198.1
Amortization of other acquired intangible assets 50.8 130.8 218.5
Severance and facilities charges – 161.0 192.5
Reductions of reserve for anticipated future losses

on discontinued products – (8.3) (94.5)
Total benefits and expenses 16,534.8 19,333.9 25,569.5
Income (loss) from continuing operations before income taxes (benefits) 1,441.6 544.8 (378.7)
Income taxes (benefits):

Current 397.0 193.8 (13.6)
Deferred 110.8 (42.2) (73.6)

Total income taxes (benefits) 507.8 151.6 (87.2)
Income (loss) from continuing operations 933.8 393.2 (291.5)
Discontinued operations, net of tax – 50.0 11.4
Income (loss) before cumulative effect adjustments 933.8 443.2 (280.1)
Cumulative effect adjustments, net of tax – (2,965.7) .5
Net income (loss) $ 933.8 $ (2,522.5) $ (279.6)
Earnings (loss) per common share:
Basic:

Income (loss) from continuing operations $ 6.12 $ 2.64 $ (2.03)
Income from discontinued operations, net of tax – .34 .08
Income (loss) before cumulative effect adjustments 6.12 2.98 (1.95)
Cumulative effect adjustments, net of tax – (19.92) –
Net income (loss) $ 6.12 $ (16.94) $ (1.95)

Diluted:1

Income (loss) from continuing operations $ 5.91 $ 2.57 $ (2.03)
Income from discontinued operations, net of tax – .33 .08
Income (loss) before cumulative effect adjustments 5.91 2.90 (1.95)
Cumulative effect adjustments, net of tax – (19.39) –
Net income (loss) $ 5.91 $ (16.49) $ (1.95)

1 Since the company reported a loss from continuing operations in 2001, the effect of common stock equivalents has 
been excluded from per common share computations for 2001 since including such securities would be anti-dilutive. 
As a result, diluted and basic per common share amounts for 2001 are the same.

The foregoing financial information should be read in conjunction with the financial statements and related notes as presented in 
Aetna Inc.’s 2003 Annual Report, Financial Report.
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CONSOLIDATED BALANCE SHEETS
As of December 31,

(Millions, except share data) 2003 2002
Assets
Current assets:

Cash and cash equivalents $ 1,433.4 $ 1,802.9
Investment securities 14,990.5 14,013.5
Other investments 103.1 358.0
Premiums receivable, net 318.4 392.0
Other receivables, net 396.0 286.2
Accrued investment income 221.5 214.3
Collateral received under securities loan agreements 827.4 969.0
Loaned securities 810.6 948.2
Deferred income taxes 217.6 311.3
Other current assets 238.3 163.9

Total current assets 19,556.8 19,459.3
Long-term investments 1,521.5 1,754.9
Mortgage loans 1,353.1 1,514.9
Investment real estate 270.4 308.8
Reinsurance recoverables 1,196.3 1,251.8
Goodwill, net 3,679.5 3,618.4
Other acquired intangible assets, net 496.1 546.9
Property and equipment, net 267.5 244.8
Deferred income taxes 396.0 472.5
Other long-term assets 356.2 211.0
Separate Accounts assets 11,856.8 10,664.2
Total assets $40,950.2 $40,047.5
Liabilities and shareholders’ equity
Current liabilities:

Health care costs payable $ 1,888.7 $ 2,194.1
Future policy benefits 811.1 778.1
Unpaid claims 624.3 590.0
Unearned premiums 203.7 184.1
Policyholders’ funds 1,044.5 1,072.2
Collateral payable under securities loan agreements 827.4 969.0
Income taxes payable 154.7 322.5
Accrued expenses and other current liabilities 1,813.1 1,608.8

Total current liabilities 7,367.5 7,718.8
Future policy benefits 8,085.7 8,333.3
Unpaid claims 1,159.4 1,177.8
Policyholders’ funds 1,529.7 1,867.3
Long-term debt 1,613.7 1,633.2
Other long-term liabilities 1,413.4 1,672.9
Separate Accounts liabilities 11,856.8 10,664.2
Total liabilities 33,026.2 33,067.5
Shareholders’ equity:

Common stock and additional paid-in capital ($.01 par value, 748,624,161 shares
authorized, 152,523,670 issued and outstanding in 2003 and $.01 par value,
756,277,772 shares authorized, 149,966,082 issued and outstanding in 2002) 4,024.8 4,070.9

Accumulated other comprehensive loss (408.0) (470.4)
Retained earnings 4,307.2 3,379.5

Total shareholders’ equity 7,924.0 6,980.0
Total liabilities and shareholders’ equity $40,950.2 $40,047.5

The foregoing financial information should be read in conjunction with the financial statements and related notes as presented in 
Aetna Inc.’s 2003 Annual Report, Financial Report.



CONSOLIDATED STATEMENTS OF CASH FLOWS
For the Years Ended December 31,

(Millions) 2003 2002 2001
Cash flows from operating activities:

Net income (loss) $ 933.8 $ (2,522.5) $ (279.6)
Adjustments to reconcile net income (loss) to net cash 
provided by (used for) operating activities: 

Cumulative effect adjustments – 2,965.7 (.7)
Income from discontinued operations – (50.0) (11.4)
Severance and facilities charges – 161.0 192.5
Physician class action settlement charge 115.4 – –
Amortization of goodwill – – 198.1
Amortization of other acquired intangible assets 50.8 130.8 218.5
Depreciation and other amortization 148.8 170.7 181.0
Amortization (accretion) of net investment premium (discount) 54.2 11.3 (26.3)
Net realized capital gains (65.2) (34.3) (96.1)
Changes in assets and liabilities:

(Increase) decrease in accrued investment income (7.2) 18.0 28.0
Decrease in premiums due and other receivables 150.1 352.9 495.8
Net change in income taxes 16.3 218.4 (230.8)
Net change in other assets and other liabilities (369.4) (64.8) (271.0)
Net decrease in health care and insurance liabilities (597.2) (1,046.7) (432.0)
Other, net (59.8) (4.1) –

Net cash provided by (used for) operating activities 370.6 306.4 (34.0)
Cash flows from investing activities:

Proceeds from sales and investment maturities of:
Debt securities available for sale 12,623.6 15,679.9 17,561.8
Equity securities 53.5 251.2 239.5
Mortgage loans 565.7 602.3 400.8
Investment real estate 90.4 74.3 6.3
Other investments 2,403.6 3,321.0 4,866.5

Cost of investments in:
Debt securities available for sale (13,250.3) (15,452.3) (16,930.7)
Equity securities (20.7) (114.9) (288.1)
Mortgage loans (239.9) (296.3) (226.4)
Investment real estate (66.8) (47.6) (17.9)
Other investments (2,059.2) (3,251.4) (5,145.3)

Increase in property and equipment (210.8) (155.5) (142.6)
Cash used for acquisition, net of cash acquired (53.5) – –

Net cash (used for) provided by investing activities (164.4) 610.7 323.9
Cash flows from financing activities:

Deposits and interest credited for investment contracts 94.4 127.1 170.4
Withdrawals of investment contracts (502.4) (592.1) (795.0)
Issuance of long-term debt – – 1,566.1
Repayment of short-term debt – (109.7) (1,482.5)
Common shares issued under benefit plans 293.6 233.5 98.1
Common shares repurchased (445.2) (165.2) (95.6)
Dividends paid to shareholders (6.1) (6.0) (5.7)
Other, net (10.0) – –

Net cash used for financing activities (575.7) (512.4) (544.2)
Net (decrease) increase in cash and cash equivalents (369.5) 404.7 (254.3)
Cash and cash equivalents, beginning of year 1,802.9 1,398.2 1,652.5
Cash and cash equivalents, end of year $ 1,433.4 $ 1,802.9 $ 1,398.2
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The foregoing financial information should be read in conjunction with the financial statements and related notes as presented in 
Aetna Inc.’s 2003 Annual Report, Financial Report.
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Also available on Aetna’s Web
site at http://www.aetna.com
are the following Aetna
corporate governance materials:
Articles of Incorporation and 
By-Laws; Code of Conduct 
for Directors, officers and
employees (and information
regarding any amendments 
or waivers relating to Aetna’s
Directors, executive officers 
and principal financial and
accounting officers or persons
performing similar functions);
Independence Standards 
for Directors; Corporate
Governance Guidelines; and
Charters for the Committees 
of the Board of Directors
(Audit Committee, Committee
on Compensation and
Organization, Executive
Committee, Investment and
Finance Committee, Medical
Affairs Committee, and
Nominating and Corporate
Governance Committee).
These materials also are
available in print to
shareholders free of charge 
by calling 1-800-237-4273.

Section 16 reports are filed
with the Securities and
Exchange Commission by
Aetna’s Directors and those
officers subject to Section 
16 to reflect a change in their
beneficial ownership of Aetna’s
securities and are available
through Aetna’s Web site at
http://www.aetna.com.

CORPORATE HEADQUARTERS

151 Farmington Avenue
Hartford, CT 06156
860-273-0123

Annual Meeting

The annual meeting of
shareholders of Aetna Inc. 
will be held on Friday,
April 30, 2004, at 9:30 a.m. 
at the company’s headquarters 
in Hartford, Conn.

Stock Exchange Listing

Aetna’s common shares are
listed on the New York Stock
Exchange. The NYSE symbol
for the common shares is AET.
As of January 31, 2004, there
were 13,577 record holders of
Aetna’s common shares.

Web Site Access to Aetna’s
Periodic and Current 
Reports and Corporate
Governance Materials

Aetna makes available free of
charge through its Web site at
http://www.aetna.com its
Annual Report on Form 10-K,
Forms 10-Q, current reports
on Form 8-K and all
amendments to those reports as
soon as reasonably practicable
after Aetna electronically files
or furnishes such material with 
the Securities and Exchange
Commission. Aetna also makes
available free of charge through
its Web site the company’s
Annual Report, Financial 
Report and Proxy Statement.
Shareholders may request
printed copies of these reports
free of charge by calling 
1-800-237-4273.

Aetna’s report to the Securities
and Exchange Commission on
Form 10-K provides additional
details about the company’s
business, as well as other
financial information not
included in this Annual
Report. To receive a copy of
the Annual Report on Form
10-K without charge, please
follow the above instructions.

SHAREHOLDER

INFORMATION
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DirectSERVICE
Investment Program

Current shareholders and new
investors can purchase common
shares of Aetna and reinvest
cash dividends through
EquiServe Trust Company, N.A.
All inquiries for materials or
information about this program
should be directed to EquiServe
at 1-800-446-2617.

Other Shareholder Inquiries

Office of the 
Corporate Secretary
Aetna Inc.
151 Farmington Avenue, RC4A
Hartford, CT 06156-3215
860-273-3945

Aetna Stock Option Participants
Aetna Employee Stock 
Purchase Plan Participants

Employees with outstanding
stock options should address all
questions to UBS Financial
Services, Inc. (UBS) regarding
their accounts, outstanding
options or shares received
through option exercises.
Employees participating in the
Employee Stock Purchase Plan
also should contact UBS with
questions on their accounts.

UBS Financial Services, Inc.
Corporate Employee 
Financial Services
300 Lighting Way, 6th Floor
Secaucus, NJ 07094-3672
1-888-793-7631 or 
1-800-238-6247

Online Access

http://www.ubs.com/cefs/aet

The Audit Committee can 
be confidentially contacted by
those wishing to raise concerns
or complaints about the
company’s accounting, internal
accounting controls or auditing
matters by calling AlertLine®,
an independent toll-free
service, at 1-888-891-8910
(available seven days a week, 
24 hours a day), or by writing
to:  Corporate Compliance,
P.O. Box 370205, West
Hartford, CT 06137-0205.

Anyone wishing to make their
concerns known to Aetna’s
nonmanagement Directors or
to send a communication to
the entire Board may contact
the Aetna Director who
presides over both the
nonmanagement Directors’ 
and the independent 
Directors’ sessions (currently
Michael H. Jordan) by 
writing to Mr. Jordan at 
P.O. Box 370205, West
Hartford, CT 06137-0205. 
All communications will 
be kept confidential and
forwarded directly to the 
Presiding Director or Board, 
as applicable. To contact
Aetna’s management Directors,
you may write to Dr. Rowe 
at Aetna Inc., 151 Farmington
Avenue, Hartford, CT 06156.

Aetna mails quarterly 
financial results only to those
shareholders who request
copies. Shareholders may 
call 1-800-237-4273 to listen 
to the company’s quarterly
earnings release and dividend
information, and to request
faxed or mailed copies of 
the quarterly results.

Investor Relations

Securities analysts and
institutional investors 
should contact:

David W. Entrekin
Vice President
Phone: 860-273-7830
Fax: 860-273-3971
E-mail address:
EntrekinD@aetna.com

Shareholder Services

EquiServe Trust Company,
N.A. maintains a telephone
response center to service
registered shareholder accounts.
Registered owners may contact
the center to inquire about
replacement dividend checks,
address changes, stock transfers
and other account matters.

EquiServe 
Trust Company, N.A.
P.O. Box 43069
Providence, RI 02940-3069
1-800-446-2617

For direct deposit of dividends,
registered shareholders may call
EquiServe at 1-800-870-2340.

Registered shareholders 
with e-mail addresses can 
send account inquiries
electronically to EquiServe 
at http://www.equiserve.com.

Additionally, registered
shareholders now have available
online access to their accounts
through the Internet at
EquiServe’s Web site at
http://www.equiserve.com.
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