Appendix
	Variables  
	 Description 

	LAWSUIT
	The total number of lawsuits filed against a firm in year t

	SUIT_COST
	The natural logarithm of one plus litigation costs incurred by the defendant firm 

	SUIT_COST (mln RMB)
	Anti-log of SUIT_COST  

	RMC
	A dummy variable coded 1 if a firm forms a standalone RMC, and 0 otherwise

	RMCSIZE
	The total number of directors on the RMC

	RMCIND
	The proportion of independent directors on the RMC

	RMC_HC
	Refers to the human capital aspect of RMC measured as the proportion of directors on the RMC (i) who are working as a teacher in a university, college, or institutions, (ii) who have previous work experience in risk management, audit, legal department, (iii) who has financial expertise 

	RMC_LEGEX
	A dummy variable coded 1 if there is at least an RMC member who has legal expertise on the RMC, and 0 otherwise. Although this is a component of RMC human capital, we measure it as a standalone variable because of its categorical nature

	AC
	A dummy variable coded 1 if a firm has an audit committee, and 0 otherwise

	BSIZE
	The number of directors on the board

	BIND
	The proportion of independent directors on the board

	DUAL
	An indicator variable coded 1 if the CEO is also the chairman of the board, and 0 otherwise

	BTM
	Book-to-market ratio measured as total book value scaled by total market value

	ROA
	Return on assets measured by net profit scaled by total assets

	SIZE
	The firm size measured as the natural log of total assets

	LOSS
	A dummy variable coded 1 if a firm incurred a loss, and 0 otherwise

	DEBT
	The firm’s leverage measured by total debts to total assets

	FCS
	Financial constraints (FCS) coded as 1 if a firm is financially constrained, and 0 otherwise We use the SA index for calculating the financial constraints factor using the following FC= (-0.737*SIZE) + (0.043* SIZE2) - (0.040*AGE). Where SIZE refers to the firm size measured as the total assets and AGE refers to the number of years a firm has been listed

	BIG4
	A dummy indicator coded 1 if a firm is audited by a Big Four audit firm, and 0 otherwise

	SOE
	A dummy variable coded 1 if the ultimate controller is the government, and 0 otherwise

	ASY
	Refers to information asymmetry proxied by analyst forecast dispersion which is measured as the standard deviation of analysts’ earnings forecasts for a firm at year t. 

	
	

	RMC_AC
	An indicator variable coded one if the firm’s  RMC has at least one member who serves  also as a member of the audit committee, zero otherwise


Note: This Appendix describes all variables used in the study
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