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the order under §3121(r) of the Internal Revenue Code.  This means Medicare is primary 
to the group health coverage provided as a result of those activities.  Those activities may 
not be considered in determining whether a member of the order is considered an 
employed individual for purposes of the working aged provision. 

This exception applies only to religious functionaries who are members of religious 
orders and who have taken a vow of poverty.  It does not apply to Protestant and Jewish 
clergy, who do not take the vow of poverty.  It does not usually apply to Catholic parish 
priests, most of whom do not take vows of poverty, nor does it apply to any member of a 
religious order who has not taken a vow of poverty.  Furthermore, the exception does not 
apply to group health coverage based on work performed by members of religious orders 
for employers outside of their orders.  Also, the MSP definition of "employed" remains 
applicable to employees of religious orders who provide service and are reimbursed by 
the orders, but who are not themselves members of the orders.  The usual MSP rules 
apply to such individuals. 

180.4 - Individuals Who Receive Disability Payments 

(Rev. 30, 09-05-03) 

A person receiving disability payments from an employer is considered employed if such 
payments are subject to taxes under the Federal Insurance Contributions Act (FICA). 

Employer disability payments are subject to FICA tax for the first 6 months of disability 
after the last calendar month in which the employee worked for that employer. 

EXAMPLE 

Adam Green stopped working because of disability in December 1987 at age 66.  His 
employer began paying him disability payments as of January 1988.  Since sick pay is 
taxed under FICA for 6 months after the last month in which the employee worked, 
Medicare is the secondary payer through June 1988.  Beginning with July 1988, 
Medicare becomes the primary payer, as the sick payments are no longer considered 
wages under FICA. 

190 - Additional Processing Instructions 

(Rev. 30, 09-05-03) 

For further information on how to implement this Medicare secondary provision, refer to 
§§3491.3-3491.17 of the Medicare Intermediary Manual.  These sections include, among 
other things, information regarding the individuals covered by this provision, the 
coordination of benefits with other insurers, the method of calculating the Medicare 
secondary payment, and special rules for services furnished by a source outside the 
prepaid EGHP. 


