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Understanding the Credit and Finance Needs in Limited-Income Households

Introduction

Financing difficulty is a substantial barrier to adopting energy-
efficient technology among limited-income communities. Financing
method such as applying for a loan often requires an applicant’s
credit qualification, which is more difficult for limited-income
households to establish compared with higher-income classes. In
2021, EPRI partnered with GLYNT.AI in conducting a national
survey (representative of four census regions) and a local survey
(Modesto, CA) to understand the purchase journey of home energy
equipment in limited-income households [1]. The national survey
provided scalable learning across the nation, while the local survey
served as part of the community engagement effort in the project
titled “Innovative Low-GHG Residential Space Conditioning
Technologies” funded by the California Strategic Growth Council
(CA SGQ).

Following the 2021 surveys, the 2022 survey explored the financ-
ing aspect in-depth. The objective is to understand the current state
of credit score experience among limited-income households and
to further explore their interest level in a new credit card design to
improve their credit scores. Traditionally, credit card products have
not been purposely tailored to associate credit scores with payments
of utilities. The new credit card design concept introduced in this
survey proposes to reward the behaviors of paying utility bills on
time and saving energy by boosting a card user’s credit score and
providing cashback. The survey findings can help understand the
potential of this new credit development mechanism and the pos-
sible challenge if such credit card product is available for limited-

income customers in the future.

Survey Design and Administration

The survey consisted of the following question themes:

* Credit-related products experience — including the experience of
using credit products, the knowledge of their credit scores, and

the past bad experience related to credit and payments.

* The needs in purchases and credit score boosting — the next big

purchase and the importance of boosting credit scores

e Important credit card features — the features that customers con-

sider the most important when choosing a credit card

¢ Credit card use in paying utility bills — among other methods that

customers currently use for utility payment

e Interest in a new credit card specially designed for utility payment

— the level of interest and the reasons behind it

e Perception of different financing methods — interest in on-bill

financing, on-tax financing, and green mortgage.

The survey targeted respondents who met the following require-

ments:

* Annual household income ranging from $38K-$100K per year
(this income range includes both low- and medium- income
groups, which enables comparison of findings between the two

different income levels.)
* Respondents pay at least one type of utility bills (electricity, natu-

ral gas and/or water)

The survey sampled 1600 respondents nationwide, consisting of
63% homeowners and 37% renters, with 46%, 33%, and 21%
of respondents in the income brackets of $30-60K, $60-80K, and
>$80K respectively. 96% of the respondents pay at least electricity
bills in their household.

Results

Credit Product Experience

The use of credit products: The use of credit products: As shown in Fig-

ure 1, credit cards are common among respondents in all three income
groups, with the lowest income bracket ($30-60K) being less likely to
have used a credit card (78%) compared to the other higher income
brackets (88% in $60-80K group and 84% in $80-100K group).
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Figure 1. Percentage of the income group that have used the financial
products

Knowledge of credit scores: The majority of respondents keep track
of their current credit scores. The income group of $60-80K has a
slightly higher level of knowledge of current scores than the other
two lower/higher income groups. The lower income bracket ($30-
60K) shows lower awareness of credit scores — 21% of the group do
not know current or previous scores versus 14% and 17% in the
$60-80K group and $80-100K group respectively. Most respon-
dents check their credit scores monthly or every 2-3 months (Figure
2). The income group of $60-88K is slightly more likely to check
the scores monthly than the other two groups, which explains that

they are more knowledgeable of their current scores.
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Figure 2. Knowledge of credit scores
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Figure 3. Frequency of checking credit scores

Negative experience: The three most cited negative experiences by
respondents are late payment fees, unpaid balances, and denied
credit card applications (Figure 4). There are slightly more respon-
dents in the $80K-100K income groups who have experienced a

large purchase item that got repossessed.
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Figure 4. Negative experiences with credit and payments in the past 10
years
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About Boosting Credit Scores Important credit card features: The top five most important features

. . for a general credit card are “no annual fee”, “low interest rates”
The need for boosting credit scores: To understand whether there are & o o ] ) ’
. . . cashback”, “data safety and security”, and “reward points for prod-
motivators to boost credit scores, the survey first asked about their .,
. . . . ucts”. Four out of the five top features relate to finance benefits. The
next big purchases that likely need financing. Renovating a home, $60-80K i - lacl hasiped © e
. . ) - income group particularly emphasized “no annual fee”.
buying/leasing a car, and buying a home are the top three next Th alg 1? i | dy b bout data safets than dh
. . . e same group also slightly cared more about data safety than the
big purchases. Consistent with these finance needs, 69%-74% of group shty ) v .
dent dered it © hat” 1o “verv” | cant to boost other two groups (data safety ranked higher than cashback). “Help-
respondents considered it “somewhat” to “very” important to boos ) ) ] ) )
ing raise credit score” was ranked in the 6™ place, not as important
g p p

their credit scores (Figure 5).

as other financial benefits such as no annual fee, low interest rates

and cashback. This suggests that although respondents consider

boosting credit scores important (in the question shown in Figure
Buy a house

6), a credit merely designed for boosting credit scores but falling

short on other benefits is unlikely to attract consumers.
Lease or buy a car
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Saving for other goals

m $30K-S60K
m S60K-580K
High credit limit $BOK-$100K

Helps raise credit score

Figure 5. Next big purchase and financing (respondents were asked to
select only one) Simple online portal

Connected to my bank

Helps check credit score
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Sign-on bonus
$30K-$60K 69%
Reward points for travel
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$80K-5100K m@l T1% Smooths out payments

= Somewhat not to not at all important (score 1-3) Figure 7. Important credit card features
O Meutral {score 4)

Somewhat to very important (score 5-7)

Figure 6. Importance of boosting credit scores Perception of how to boost credit scores: Respondents are likely to
already associate credit score improvement with on-time payments,
clearance of debts, and correct credit reporting. This finding sup-
ports that there is a potential for introducing the concept of linking
credit score boosting with regular payment activities (such as utility

bill payments considered in this study).
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Figure 8. Actions that respondents think would help improve credit
scores

A New Special Credit Card for Utility Payment

Using a credit card for utility payments: 11%-13% across the three
income groups currently use credit cards to pay utility bills (Figure
9). The most popular payment method is sending payments from
bank accounts, either after reviewing the bills or through auto-pays.
For the respondents who are not already using credit cards to pay
utility bills, we asked if they would be interested in a new credit card
specially designed for utility bill payments. 30-33% of the respon-
dents across three income groups showed a “slight” to “high” level
of interest, while about half of the respondents were not attracted
to this idea, see Figure 10. It should be noted that respondents were
not given a specific description of what the “special” credit card
features may look like at the point of this question. The respondents
who expressed low interest in a new card were asked about the rea-
sons for the low interest. The primary reason was the unwillingness
to change their current bill payment methods (67%-71% of the re-
spondents with low interest selected this reason, see Figure 11). This
suggests that overcoming the current habits of utility bill payments

is likely to be a challenge for introducing a new special credit card.
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Write a check each month |0 2851
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Figure 9. Current payment methods for utility bills
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Figure 10. Interest in a new special credit card for utility bills (respondents
were not yet presented with the potential new credit card features)
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Figure 11. The reasons why respondents would NOT be interested in a
new special card for utility bills
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Interest in new special features: respondents were less interested

in the information features alone (i.e. credit improvement tips or
utility saving reports) but more interested in the actual financial
rewards based on a cardholder’s actions (i.e. utility bill payment
and energy saving are linked to credit score boosting and cashback).
Similar preferences were observed across three income groups.

In this question context, 51%-54% of the respondents showed a

$30-60K

44% 37%
49% 35%
35%
33% 51%

Low interest (rating 1-3)

Include credit
improvement tips

Include energy & water
saving report

Cashback for savin
£ 49%
energy & water
Combine paying bills,
boosting score, cashback
for energy saving

[J Meutral (rating 4)

“slight” to “high” level of interest in a credit card specially designed
for combining paying utility bills, boosting scores, and cashback. In
contrast to the previous question in Figure 10, in which respondents
were not told about these special features, they showed lower inter-
est in a special card for utility bill payment (only 30%-33% stated

that they are “somewhat” to “very” interested).

$60-80K $80-100K

5| 38%

47%

30% 34%

Some to high interest (rating 5-7)

54% 52%

Figure 12. Interest in new special features that link credits to utility bill payments

Perception of Financing Methods

The survey explored respondents’ interest in three types of financing
methods that may help homeowners pay for home energy efficiency
upgrades. Respondents were asked to rank three potential financing
methods in the context of future energy efficiency upgrades. The

three financing methods introduced to respondents are:

* On-Bill Financing — “you get a loan from your utility provider
to pay for the upgrades, then you pay back through your energy
bills.”

* On-Tax Financing — “some financial institution pays for the
upgrades, and the repayments are made through property assess-

ments on property tax bills.”

* Green Mortgage — “you get a loan that rolls into the existing
primary mortgage, then you pay back along with the regular

monthly mortgage amount.”

On-bill financing was ranked on top of the three financing meth-
ods, especially for the $30-60K income group (Figure 13). The $80-
100K group was more interested in green mortgage than the other
two lower income groups. This may relate to how likely mortgages

applies to the given income groups.

On-Bill Financing
44%

28% W S30K-S60K
L 29%] m $60K-$80K

26% $80K-$100K

On-Tax Financing

21%

Green Mortgage

Figure 13. The percentage of respondents that rank the financing model
concept as the top preference (comparison among three financing
models)
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Conclusions

The use of credit cards is currently common among limited income
customers. In the need for paying for their next big purchase such
as home renovation, car or home purchase, customers expressed
general interest in boosting their credit scores in our survey, and
they showed awareness of the importance of on-time bill payments
and debt clearance in establishing good scores. Thus, there is a good
potential for introducing a new type of credit card specially designed
for boosting credit scores through on-time utility bill payments,
However, to attract consumers, the credit score boosting feature
needs to team up with other top-ranked credit card features which
customers consider as more important than boosting scores, such as

“no annual fee”, “low interest rate”, “cashback”, and “data security”.

A foreseen challenge is that customers might already be used to
their current payment methods and may hesitate to switch to new
payment method or a new card. Therefore, explaining to custom-
ers about the special benefits of the credit card design (i.e. linking
utility bill payment to credit score boosting, and providing cashback
rewards based on energy saving) is the key to increasing the accep-

tance of this new type of credit cards.

References

(1] Understanding the Purchase Journey of Home Energy Equipment
in Limited Income Households: A Comparison of U.S. National
and Regional Surveys. EPRI, Palo Alto, CA: 2021. 3002021632.

White Paper

November 2022



DISCLAIMER OF WARRANTIES AND LIMITATION OF LIABILITIES

THIS DOCUMENT WAS PREPARED BY THE ORGANIZATION(S) NAMED BELOW
AS AN ACCOUNT OF WORK SPONSORED OR COSPONSORED BY THE ELEC-
TRIC POWER RESEARCH INSTITUTE, INC. (EPRI). NEITHER EPRI, ANY MEMBER
OF EPRI, ANY COSPONSOR, THE ORGANIZATION(S) BELOW, NOR ANY PER-
SON ACTING ON BEHALF OF ANY OF THEM:

(A) MAKES ANY WARRANTY OR REPRESENTATION WHATSOEVER, EXPRESS
OR IMPLIED, (1) WITH RESPECT TO THE USE OF ANY INFORMATION, APPARA-
TUS, METHOD, PROCESS, OR SIMILAR ITEM DISCLOSED IN THIS DOCU-
MENT, INCLUDING MERCHANTABILITY AND FITNESS FOR A PARTICULAR
PURPOSE, OR (II) THAT SUCH USE DOES NOT INFRINGE ON OR INTERFERE
WITH PRIVATELY OWNED RIGHTS, INCLUDING ANY PARTY'S INTELLECTUAL
PROPERTY, OR (l1l) THAT THIS DOCUMENT IS SUITABLE TO ANY PARTICULAR
USER’S CIRCUMSTANCE; OR

(B) ASSUMES RESPONSIBILITY FOR ANY DAMAGES OR OTHER LIABILITY
WHATSOEVER (INCLUDING ANY CONSEQUENTIAL DAMAGES, EVEN IF EPRI
OR ANY EPRI REPRESENTATIVE HAS BEEN ADVISED OF THE POSSIBILITY OF
SUCH DAMAGES) RESULTING FROM YOUR SELECTION OR USE OF THIS DOC-
UMENT OR ANY INFORMATION, APPARATUS, METHOD, PROCESS, OR SIMI-
LAR ITEM DISCLOSED IN THIS DOCUMENT.

REFERENCE HEREIN TO ANY SPECIFIC COMMERCIAL PRODUCT, PROCESS, OR
SERVICE BY ITS TRADE NAME, TRADEMARK, MANUFACTURER, OR OTHER-
WISE, DOES NOT NECESSARILY CONSTITUTE OR IMPLY ITS ENDORSEMENT,
RECOMMENDATION, OR FAVORING BY EPRI.

EPRI PREPARED THIS REPORT.

Note

For further information about EPRI, call the EPRI Customer Assistance Center
at 800.313.3774 or e-mail askepri@epri.com.

EPRI RESOURCES

Sara Beaini, Program Manager

650.855.8535, sbeaini@epri.com

Minhua Long, Engineer/Scientist
650.855.8574, mlong@epri.com

Customer Insights (P182) & Customer Technologies (P170)

3002024807

About EPRI

Founded in 1972, EPRI is the world’s preeminent independent, non-profit
energy research and development organization, with offices around the
world. EPRI's trusted experts collaborate with more than 450 companies in
45 countries, driving innovation to ensure the public has clean, safe, reliable,
affordable, and equitable access to electricity across the globe. Together, we

are shaping the future of energy.

November 2022

EPRI

3420 Hillview Avenue, Palo Alto, California 94304-1338 + USA + 800.313.3774 « 650.855.2121 * askepri@epri.com * www.epri.com

© 2022 Electric Power Research Institute (EPRI), Inc. All rights reserved. Electric Power Research Institute, EPRI, and TOGETHER...SHAPING THE FUTURE OF ENERGY are registered marks of the

Electric Power Research Institute, Inc. in the U.S. and worldwide.



