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This wrap fee program brochure provides information about the qualifications and business 
practices of McDaniel Knutson Financial Partners. If you have any questions about the contents 
of this Brochure, please contact us at (785) 841-4664 and/or kchester@mcdanielfinancial.com. 
The information in this Brochure has not been approved or verified by the United States 
Securities and Exchange Commission or by any state securities authority. 
 
 
Additional information about McDaniel Knutson Financial Partners also is available on the 
SEC’s website at www.adviserinfo.sec.gov. 
 
 
Any references to McDaniel Knutson Financial Partners as a registered investment adviser or its 
related persons as registered advisory representatives does not imply a certain level of skill or 
training. 
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Item 2 - Material Changes 
 
 
At least annually, this Item will discuss only specific material changes that are made to the Brochure 
and provide clients with a summary of such changes.  Additionally, reference to the date of the last 
annual update to this Brochure will be provided. 
 
The material changes discussed above are only those changes that have been made to this brochure 
since the firm’s last annual update of the brochure.  The date of the last annual update of the brochure 
was March 2, 2012. 
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Item 4 - Services, Fees and Compensation 
 

McDaniel Knutson Wrap Program 
 
Wrap accounts may be more suitable for the client who wants the cost of management and trading in 
one single fee without being charged for each transaction.  While a non-wrap account will be more 
suitable for a client who prefers to separate management fees and pay for each transaction.  Actively 
management accounts will generally be better suited for a wrap account.  Managed accounts that are 
infrequently traded or trade in no-transaction fee securities will be better suited for a non-wrap fee 
structure.  A wrap program may cost you more or less than if you purchased advisory and transactional 
services separately. 
 
McDaniel Knutson Financial Partners (“MK”) provides Investment Supervisory services utilizing 
various asset allocation strategies with different types of investments, including mutual funds, variable 
annuities, stocks and other securities.  Clients may invest in one or more Model Portfolios or accounts 
may be individually tailored.  In any case, investment strategies are designed to meet client objectives.  
We offer the following Model Portfolios or Investment Strategies: 
 

All Star Portfolios.  All Star Portfolios invest primarily in mutual funds and exchange traded 
funds (ETFs).  Investments are selected for long term holding to create a diversified portfolio 
with an emphasis upon downside risk protection.   
 
Alpha Strategies.  This is a concentrated investment strategy which typically invests in three to 
five mutual funds, annuity sub-accounts or ETF's.  Funds are selected based upon a proprietary 
formula which emphasizes "Alpha."  Funds are held as along as this measure of Alpha meets 
certain conditions, which is typically from a few weeks to several months.  All types of funds 
may be utilized, including equity, bond and cash.  We offer conservative, moderate and growth 
Alpha models. 
 
Dynamic Growth.  Dynamic Growth is similar to Alpha, but with a greater emphasis upon 
momentum and “potential” growth.  It will typically be invested 100% in stock funds, but may at 
times hold high positions in money market or bonds for defensive purposes.  It may also employ, 
for limited time periods leveraged and short funds, either for appreciation potential or for 
hedging other positions. 
 
Dividend Income.  Dividend income is designed to generate income from dividend paying 
securities, whether they are individual stocks and bonds, mutual funds, exchange traded funds or 
closed end funds.   
 
Dynamic Bond.  Dynamic Bond invests in different types of bond and currency funds, actively 
buying, selling and rotating between them depending upon their trend.  The objective is to 
conserve principal while obtaining above average yields. 
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Dynamic Munibond.  Dynamic Munibond invests in tax free municipal bond funds when the 
trend is favorable.  When unfavorable, it will be invested in government bond or money market 
funds. 
 
Social Balanced.  Social Balanced invests in a portfolio of socially responsible funds which 
screen companies for such items as eco-friendliness, human rights, ethical practices and 
community relationships.  Our management of this portfolio incorporates aspects of both All Star 
and Dynamic models. 
 

MK will schedule a meeting with you and present the recommended portfolio allocation.  Upon your 
approval, MK will implement the portfolio allocation.  MK will provide continuous and ongoing 
management of your account.  Based on client’s investment objectives, risk tolerance and financial 
situation and using the model portfolios or investment strategies above as a guide, MK will manage 
the account on a continuous basis.   
 
MK will manage the account and will make changes to the allocation as deemed appropriate by MK.  
MK will determine the securities to be purchased and sold in the account and will alter the securities 
holdings from time to time, without prior consultation with you.  MK may actively trade securities and 
hold such holdings for periods of 30 days or less or maintain positions for longer or shorter term 
periods.  Discretionary authority will be granted by you to MK by execution of the Asset Management 
agreement. 
 
You are advised transactions in the account, account reallocations and rebalancing may trigger a 
taxable event, with the exception of IRA accounts, 403(b) accounts and other qualified retirement 
accounts. 
 

Wrap Fees 
 
The asset management program offered by MK is a wrap program.  Therefore, the client will pay one 
fee which will include MK’s fee and a fee to the broker/dealer and account custodian for transaction 
fees.  Clients should refer to the Wrap Program Disclosure Brochure for additional information. 
 
Fees are negotiable and are not based on a share of capital gains upon or capital appreciation of the 
funds or any portion of the funds. 
 
You may make additions to the Account or withdrawals from the Account, provided the Account 
continues to meet minimum account size requirements. No fee adjustments will be made for Account 
appreciation or depreciation. You fee is solely based on the average daily value of the account. 
 

Standard Fee Schedule 
 

Account Size FTJ Admin Fee MK Management 
Fee Total Fees  

Up to $100,000 0.25% 1.75% 2.00% 

$100,001 to $500,000 0.25% 1.25% 1.50% 
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$500,001 to $1,000,000 0.25% 1.00% 1.25% 

Over $1,000,000 0.25% 0.75% 1.00% 

 
Fee calculation formula: 
Average daily value x Annual % * (number of days in the period/365) = quarterly fee 
 
Fees are determined based on each account size.  Therefore, if you have multiple accounts you will 
pay a fee based on each average daily account value.  Consequently, depending on the account size, 
each account will be charged a different fee.  MK does not aggregate all accounts together to 
determine the fee. 
 
For accounts held at FTJ Fundchoice, the fees will be billed on a monthly basis in arrears of each 
calendar month.  The monthly fee will be calculated based on the average daily balance of the account 
for that month. 
 
Additional Fee Information 
 
An initial evaluation and consultation fee (i.e. set-up consultation fee) of up to 1.0% of the portfolio 
value may be charged in addition to the annual management fee outlined above.  The fee will be 
calculated based on the value of the account as of the date of account establishment and the account 
being fully funded.  This is one time fee. 
 
Advisory fees will generally be collected directly from your account, provided you have given MK 
written authorization.  You will be provided with an account statement reflecting the deduction of the 
advisory fee direct from the account custodian.  If the Account does not contain sufficient funds to pay 
advisory fees, MK has limited authority to sell or redeem securities in sufficient amounts to pay 
advisory fees. You may reimburse the account for advisory fees paid to MK, except for ERISA and 
IRA accounts.   
 
Additionally, you may pay fees for custodial services, account maintenance fees, and other fees 
associated with maintaining the Account.  Such fees are not charged by MK and are charged by the 
product, broker/dealer or account custodian.  MK does not share in any portion of such fees. 
Additionally, you may pay your proportionate share of the fund’s management and administrative fees 
and sales charges as well as the mutual fund adviser’s fee of any mutual fund they purchase.  Such 
advisory fees are not shared with MK and are compensation to the fund-manager.   
 
You are advised Advisory Representatives of MK are dually registered representatives of Financial 
Network Investment Corporation (“FNIC”), a registered broker/dealer, member of the Financial 
Regulatory Authority (FINRA) and SIPC.    Advisory Representatives of MK who are Registered 
Representative may receive trail commissions (i.e. 12b-1 fees) for a period of time as a result of 
directing securities transactions through FNIC.  Load and no-load mutual funds may pay annual 
distribution charges, sometimes referred to as 12b-1 fees.  12b-1 fees come from fund assets, 
therefore, indirectly from your assets.  12b-1 fees may be initially paid to FNIC and a portion passed 
to the Advisory Representatives.  The receipt of such fees could represent an incentive for the 
Advisory Representatives to recommend funds with 12b-1 fees over funds that have no fees or lower 
fees.  As a result, there is a potential conflict of interest.   
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As stated above, MK recommends mutual funds that pay 12b-1 fees and no-load funds.  
 
You may purchase the securities recommended by MK directly or through other brokers or agents not 
affiliated with MK.  
 
Termination Provisions 
You may terminate investment advisory services obtained from MK, without penalty, upon written 
notice within ten (10) business days after entering into the advisory agreement with MK.  You will be 
responsible for any fees and charges incurred from third parties as a result of maintaining the account 
21ch as transaction fees for any securities transactions executed and Account maintenance or custodial 
fees.  Thereafter, you may terminate advisory services with 10-days prior written notice to MK, unless 
otherwise stipulated in your advisory agreement. Any unpaid fees that have been earned by MK shall 
be due and payable to MK within 15 days of termination.  Any prepaid fees will be refunded to you 
within 15 days of termination.   
 
After five (5) business days of execution of the advisory agreement, no portion of the initial evaluation 
and consultation fee will be reimbursed.  The fee covers initial research and development of your 
portfolio allocation. 
 

Item 5 - Account Requirements and Types of Clients 
 
MK’s services are geared toward individuals both high net worth (i.e. clients with a net worth of 
$1,500,000) and other than high net worth, trusts, estates, charitable organizations and corporations 
and other business entities.   
 
 
Item 6 - Portfolio Manager Selection and Evaluation 
 
The MK model managed account options are portfolios deigned and managed directly by MK.  The 
Model managed accounts are actively managed.  Please refer to Item 4, “Services, Fees and 
Compensation” for additional information about MK’s managed program. 
 
MK tailors the advisory services it offers to your individual needs.  You may impose restrictions 
and/or limitations on the investing in certain securities or types of securities.   
 
MK will meet with you to gather information about you and construct a plan to assist you in working 
toward your financial goals and objectives.  MK will use a combination of interviews, discussions and 
questionnaires to assist MK with obtaining information about your financial situation and history.  
Depending on the services you have requested, MK will gather various financial information and 
history from you including, but not limited to: 

• Retirement and financial goals 
• Investment objectives 
• Investment horizon 
• Financial needs 
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• Assets and liabilities, cash flow 
• Cost of living needs 
• Education needs 
• Savings tendencies 
• Employment 
• Investment and savings accounts 
• Other applicable financial information required by MK in order to provide the 

investment advisory services requested.   
 
MK sponsors a wrap fee program, the McDaniel Knutson Wrap Program, and participates in the 
investment management.  A portion of the wrap fee charged to you will be retained by MK for 
payment of its management fee. MK shall receive as payment for its investment advisory services, the 
balance of the wrap fee after all other costs incorporated into the wrap fee have been deducted. 
 
MK does not charge performance based fees. 
 
MK uses a combination of technical, fundamental, sentiment and pattern analysis to formulate 
investment advice.  Fundamental analysis generally involves assessing a company’s or security’s 
value based on factors such as sales, assets, markets, management, products and services, earnings, 
and financial structure.  Technical analysis generally involves studying trends and movements in a 
security’s price, trading volume, and other market-related factors in an attempt to discern patterns.  
Sentiment analysis means analysis of indicators that gauge investor attitudes toward the market.  The 
indicators help to quantify the levels of optimism or pessimism present in various markets.  Pattern 
analysis involves the study of patterns in the market in an effort to determine trends based on all other 
analyses. 
 
You are advised investing in securities involves risk of loss, including the potential loss of principal.  
Therefore, your participation in any of the management programs offered by MK will require you to 
be prepared to bear the risk of loss and fluctuating performance.  No amount of analysis strategy can 
predict the market or protect against investment loss.   
 
MK does not represent, warrantee or imply that the services or methods of analysis used by MK can or 
will predict future results, successfully identify market tops or bottoms, or insulate you from losses 
due to major market corrections or crashes. Past performance is no indication of future performance. 
No guarantees can be offered that your goals or objectives will be achieved.  Further, no promises or 
assumptions can be made that the advisory services offered by MK will provide a better return than 
other investment strategies. 
 
MK primarily uses mutual funds, variable annuities and exchange traded funds (ETFs).  Additionally, 
where suitable, MK will utilize individual stocks and bonds.  The risks with mutual funds include the 
costs and expenses within the fund that can impact performance, change of managers and the fund 
straying from its objective.  Open ended mutual funds do not typically have a liquidity issue and the 
price does not fluctuate throughout the trading day.  Mutual fund fees are described in the fund's 
prospectus, which the custodian mails directly to the client following any purchase of a mutual fund 
that is new to the client's account. In addition, a prospectus is available online at each mutual fund 
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company's Web site. At the client's request at any time MK will direct the client to the appropriate 
Web page to access the prospectus. 

 
ETFs trade on an auctionable market.  Therefore, there is more price fluctuation with ETFs than with 
mutual funds since ETFs trade throughout the day, whereas mutual funds are priced once a day.  Also, 
since most ETFs only mirror a market index, such as the S&P 500, they won't outperform the index.  
The risks with stocks and bonds are that their prices fluctuate throughout the day.  Stocks can drop in 
value and become worthless.  The risks with bonds are interest rate, inflation and credit risk. Credit 
risk is the risk that the bond issuer will be unable to make its payments on time or at all, effectively 
defaulting on the bonds. 
 
MK does not vote clients’ securities.  

 
Item 7 - Client Information Provided to Portfolio Managers 
 
Your financial history and information and personal information such as social security number, 
identify verification information, account numbers, etc. will be gathered and obtained by your 
Advisory Representative.  The aforementioned information will be communicated as required by the 
account custodian you select to establish your account.  Your non-public information will not be 
disclosed to any third party unless required by law or to provide you services you have requested.   
 
At least annually your Advisory Representative will offer to meet with you to update your personal 
information, review your account and determine if the management of your account is suitable to your 
financial situation.  Should your financial situation or investment goals or objectives change, you must 
notify MK promptly of the changes. 
 
 
Item 8 - Client Contact with Portfolio Managers 
 
There are no restrictions or limitations on your ability to contact your Advisory Representative or any 
member of the MK management team of the MK model portfolios.  You along with your Advisory 
Representative determine the frequency of meetings and reviews.   
 
If you are participating in the MK model portfolio options, you may contact the management team 
directly at any time by calling (785) 841-4664 or scheduling an appointment through your Advisory 
Representative. 
 
Item 9 - Additional Information 
 
There is no reportable disciplinary information required for MK or its advisory representative that 
would be deemed material to your evaluation of the advisory services offered by MK or the integrity 
of MK, its principal owners or your Advisory Representative. 
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Other Financial Industry Activities and Affiliations 
 
 A Advisory Representatives are dually registered as an advisory representative of MK and as a 

registered representative of Financial Network Investment Corporation (“FNIC”). You are under 
no obligation to purchase or sell securities through your Advisory Representative. However, if 
you choose to implement the plan, commissions may be earned in addition to any fees paid for 
advisory services.  Commissions may be higher or lower at FNIC than at other broker/dealers. 
Advisory Representatives may have a conflict of interest in having you purchase securities 
and/or insurance related products through FNIC in that the higher their production with FNIC the 
greater potential for obtaining a higher pay-out on commissions earned.  

 
Since Advisory Rerpesentatives are involved in the marketing of investment and insurance 
products, there exists a possible conflict of interest through the receipt of additional fees or MK 
takes the following steps to minimize these conflicts; 1) Planning is first done at the strategic 
level, separate from specific product recommendations; 2) MK tailors all recommendations 
based upon the specific needs of each client, as opposed to using pre-packaged solutions; 3) MK 
is independent, not limited to a specific company’s investment funds; 4) The client is under no 
obligation to purchase any products from us; 5) MK offers fee-based investment management 
and insurance services which utilize no-load products and therefore remove the primary conflict 
of interest which exists when commission products are being sold. 

 
MK attempts to mitigate the conflicts of interest with the potential receipt of commissions if 
recommendations are implemented by providing you with these disclosures.  You are 
encouraged to consult other professionals and may implement recommendations through other 
financial professionals.  Furthermore, as a registered representative with FNIC, Advisory 
Representatives are subject to a supervisory structure at FNIC for securities business. 

 
B,C.  MK is not and does not have a related person who is a: futures commission merchant, 

commodity pool operator, commodity trading advisor, or an associated person of the foregoing 
entities.  Further, MK is not and does not have a related person who is: broker/dealer or other 
similar type of broker or dealer; investment company or other pooled investment vehicle, other 
investment adviser or financial planner; futures commission merchant or commodity pool 
operator; banking or thrift institution; accountant or accounting firm; lawyer or law firm; 
insurance company or agency; pension consultant; real estate broker or dealer; or sponsor or 
syndicator of a limited partnership. 

 
D. As stated under Item 4, Advisory Business above, MK recommends other investment advisers 

(i.e. third party managers) and may receive a portion of the fee charged to you by the investment 
adviser.  Since MK has an interest in the compensation this is considered a material conflict of 
interest.  MK selects third party managers based on several criteria including cost, type of 
management, past history, ability to meet a need and provide a unique service.  Since the fee 
charged to you is based on the value of your portfolio, all parties have an incentive to work 
toward performance goals and objectives.  Consequently, if the third party manager does not 
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adequately manage your account and the value of your portfolio goes down, so does the third 
party manager’s and MK’s compensation. 

 

Code of Ethics, Participation of Interest In Client Transactions and Personal Trading 
 
Code of Ethics 
A. MK has a fiduciary duty to you to act in your best interest and always place your interests first 

and foremost.  MK takes seriously its compliance and regulatory obligations and requires all 
staff to comply with such rules and regulations as well as MK’s policies and procedures.  
Further, MK strives to handle your non-public information in such a way to protect information 
from falling into hands that have no business reason to know such information and provides you 
with MK’s Privacy Policy.  As such, MK maintains a code of ethics for its Advisory 
Representatives, supervised persons and staff.   The Code of Ethics contains provisions for 
standards of business conduct in order to comply with federal securities laws, personal securities 
reporting requirements, pre-approval procedures for certain transactions, code violations 
reporting requirements, and safeguarding of material non-public information about your 
transactions.  Further, MK’s Code of Ethics establishes MK’s expectation for business conduct.  
A copy of our Code of Ethics will be provided to you upon request. 

 
B. Neither MK nor its associated persons recommends to clients or buys or sells for client accounts 

any securities in which we have a material financial interest. 
 
C. MK and its associated persons may buy or sell securities identical to those securities 

recommended to you.  Therefore, MK and/or its associated persons may have an interest or 
position in certain securities that are also recommended and bought or sold to you.  MK and its 
associated persons will not put their interests before your interest. MK and its associated persons 
may not trade ahead of you or trade in such a way to obtain a better price for themselves than for 
you or other clients.  

 
D. MK is required to maintain a list of all securities holdings for its associated persons and develop 

procedures to supervise the trading activities of associated persons who have knowledge of your 
transactions and their related family accounts at least quarterly.  Further, associated persons are 
prohibited from trading on non-public information or sharing such information.   

 
You have the right to decline any investment recommendation.  MK and its associated persons are 
required to conduct their securities and investment advisory business in accordance with all applicable 
Federal and State securities regulations. 
 

Review of Accounts 
 
A. You will have reviews not less than at least annually or as agreed by you and your Advisory 

Representative.  You may request more frequent reviews and may set thresholds for triggering 
events that would cause a review to take place.  Your Advisory Representative will monitor for 
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changes or shifts in the economy, changes to the management and structure of a mutual fund or 
company in which your assets are invested, and market shifts and corrections.   

 
B. You are advised that you must notify your Advisory Representative promptly of any changes to 

your financial goals, objectives or financial situation as such changes may require a review of the 
potfolio allocation and make recommendations for changes. 

 
C. You will be provided statements at least quarterly direct from the account custodian.  

Additionally, you will receive confirmations of all transactions occuring direct from the account 
custodian.  At least annually when you attend the annual review, MK will provide you with a 
consolidated report of your managed account.  You should compare the report with statements 
received direct from the account custodian. Should there be any discrepancy the account 
custodian’s report will prevail.   

 

Brokerage Practices 
 
As previously stated, Advisory Representatives are registered representatives of FNIC.  As a result 
they are subject to FINRA Conduct Rule 3040 which may restrict such them from conducting 
securities transactions away from FNIC unless FNIC provides written authorization.  Advisory 
Representatives have obtained approval to offer you the ability to maintain accounts through FNIC at 
its clearing firm or through FTJ. MK is independently owned and operated and not affiliated with FTJ 
or FNIC.   
 
You are advised that not all investment advisers require you to maintain accounts at a specific 
broker/dealer.   You are advised you may maintain accounts at another broker/dealer.  However, the 
services provided by MK will be limited to only advice and will not include implementation. If you 
select another brokerage firm for custodial and/or brokerage services you will not be able to receive 
asset management services from MK. 
 
In initially selecting FNIC and FTJ MK conducted due diligence.  MK’s evaluation and criteria 
includes: 

• Ability to service you 
• Staying power as a company 
• Industry reputation 
• Ability to report to you and to MK 
• Availability of a efficient trading platform 
• Products and services available 
• Technology resources 
• Educational resources 
• Execution capability 
• Financial responsibility and viability 
• Confidentiality and security of your information 
• Responsiveness 
• Other factors that may bear on the overall evaluation of best price and execution 
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Best execution does not simply mean the lowest transaction cost.  Therefore, no single criteria will 
validate nor invalidate a custodian, but rather, all criteria taken together will be used in evaluating the 
currently utilized custodian.   
 
You are advised there is an incentive for MK and the Advisory Representatives to recommend one 
broker/dealer over another based on the products and services that will be received rather than your 
best interest. 
 
FNIC makes available to MK other products and services that benefit MK but may not directly benefit 
you.  Some of these other products and services assist MK with managing and administering your 
accounts.  These include software and other technology that provide access to your account data (such 
as trade confirmation and account statements); facilitate trade execution; provide research, pricing 
information and other market data; facilitate payment of MK's fees from your accounts; and assist with 
back-office functions; recordkeeping and client reporting.  Many of these services generally may be 
used to service all or a substantial number of MK 's accounts, including accounts not held through 
FNIC.   
 
MK may aggregate (“bunch”) transactions in the same security on behalf of more than one client in an 
effort to strive for best execution and to possibly reduce the price per share and/or other costs to 
clients.  However, aggregated or bunched orders will not reduce the transaction costs to participating 
clients. Adviser conducts aggregated transactions in a manner designed to ensure that no participating 
client is favored over another client.  Participating clients will obtain the average share price per share 
for the security executed that day.  To the extent the aggregated order is not filled in its entirety and 
when possible, securities purchased or sold in an aggregated transaction will be allocated on a random 
basis.  Under certain circumstances, the amount of securities maybe increased or decreased to avoid 
holding odd-lot or a small number of shares for particular clients. 
 

Client Referrals and Other Compensation 
 
A.  Product vendors recommended by MK may provide monetary and non-monetary assistance with 

client events, provide educational tools and resources.  MK does not select products as a result of 
any monetary or non-monetary assistance.  The selection of product is first and foremost.  MK’s 
due diligence of a product does not take into consideration any assistance it may receive.  
Therefore, this is not considered a conflict of interest but a benefit for you and MK. 

 
B.  MK does not directly or indirectly compensate any person who is not a supervised person of MK 

for referrals.  Further, MK does not receive an economic benefit from a non-client for providing 
investment advice or advisory services to you. 

 

Financial Information 
 
A. MK will not require you to prepay more than $1,200 and six or more months in advance of 

receiving the advisory service. 
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B. As stated above, MK has discretionary authority over client accounts; however that authority does 

not extend to the withdrawal of any client assets, with the exception of deduction of MK’s 
advisory fees from your accounts.  We are financially stable.  There is no financial condition that 
is likely to impair our ability to meet our contract actual commitment to you or any other client. 

 
Neither MK nor any of its Advisory Representatives has ever been the subject of a bankruptcy 
petition. 


