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A Letter to Shareholders
Dear Shareholder

The present time may well be remembered as one of the most tumultuous periods in financial market history. Over the past year, the bursting of
the housing bubble and the resultant credit crisis swelled into an all-out global financial market meltdown that featured the collapse of storied
financial firms, volatile swings in the world’s financial markets and monumental government responses designed to prop up the economy and
stabilize the financial system.

The US economy appeared relatively resilient through the first half of 2008, when rising food and energy prices stoked fears of inflation. The
tenor changed dramatically in the second half, as inflationary pressure subsided amid plummeting oil prices, while economic pressures escalated
in the midst of a rapid deterioration in consumer spending, employment and other key indicators. By period-end, the National Bureau of
Economic Research had confirmed what most already knew — the United States was in a recession, which officially began in December 2007. The
Federal Reserve Board (the “Fed”), after slashing interest rates aggressively in the early months of the year, resumed that rate-cutting campaign in
the fall, with the final reduction in Decem-ber bringing the target federal funds rate to a record low range of between zero and 0.25%.
Importantly, the central bank pledged that future policy moves to revive the global economy and financial markets would comprise primarily of
nontraditional and quantitative easing measures, such as capital injections, lending programs and government guarantees.

Against this backdrop, US equity markets experienced intense volatility, with periods of downward pressure punctuated by sharp rebounds.
Declines were significant and broad-based, though smaller cap stocks posted somewhat better relative performance. Non-US stocks started off
the year stronger, but quickly lost ground as the credit crisis revealed itself to be global in nature and as the global economy turned south.
Overall, domestic equities notched better results than non-US equities, reversing the prior years’ trend of international equity outperformance.

In fixed income markets, investors shunned risky assets and sought the safety and liquidity of US Treasury issues. Prices soared, while yields
fell to record lows, with the Treasury sector topping all other asset classes over the reporting period. Amid spillover from historic events in the
financial sector, municipals contended with fewer market participants, lack of liquidity, a challenging funding environment and a backlog of
new-issue supply, all of which contributed to the sector’s underperformance relative to taxable issues. At the same time, economic turmoil
combined with dislocated credit markets and substantial technical pressures resulted in the worst year on record for the high yield market.

In all, an investor flight to safety prevailed, as evidenced in the six- and 12-month returns of the major benchmark indexes:

Total Returns as of December 31, 2008 6-month 12-month

US equities (S&P 500 Index) (28.48)% (37.00)%

Small cap US equities (Russell 2000 Index) (26.94) (33.79)

International equities (MSCI Europe, Australasia, Far East Index) (36.41) (43.38)

US Treasury securities (Merrill Lynch 10-Year US Treasury Index) 17.70 20.06

Taxable fixed income (Barclays Capital US Aggregate Index*) 4.07 5.24

Tax-exempt fixed income (Barclays Capital Municipal Bond Index*) (2.49) (2.47)

High yield bonds (Barclays Capital US Corporate High Yield 2% Issuer Capped Index*) (25.07) (25.88)

* Formerly a Lehman Brothers index.
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Past performance is no guarantee of future results. Index performance shown for illustrative purposes only. You cannot invest directly in
an index.

Through periods of market turbulence, as ever, BlackRock’s full resources are dedicated to the management of our clients’ assets. For our most
current views on the economy and financial markets, we invite you to visit www.blackrock.com/funds. As always, we thank you for entrusting
BlackRock with your investments, and we look forward to continuing to serve you in the months and years ahead.

Sincerely,

Rob Kapito
President, BlackRock Advisors, LLC

THIS PAGE NOT PART OF YOUR FUND REPORT 3
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Fund Summary as of December 31, 2008

Investment Objective

BlackRock MuniHoldings California Insured Fund, Inc. (MUC) (the “Fund”) seeks to provide shareholders with current income exempt from
federal and California income taxes. The Fund seeks to achieve this objective by investing primarily in a portfolio of long-term,
investment-grade municipal obligations, the interest on which, in the opinion of bond counsel to the issuer, is exempt from federal and California
income taxes.

Performance

For the six months ended December 31, 2008, the Fund returned (23.36)% based on market price and (12.11)% based on net asset value (“NAV”).
For the same period, the closed-end Lipper Single-State Insured Municipal Debt Funds category posted an average return of (13.70)% on a NAV
basis. All returns reflect reinvestment of dividends. The Fund’s discount to NAV, which widened during the period, accounts for the difference
between performance based on price and performance based on NAV. Monoline insurer downgrades have detracted from performance in all
insured products. Although the Fund’s NAV decline has been substantial during the past six months in absolute terms, it has held up better than
the general Lipper category, and for California state-specific funds. The Fund ended the period with a neutral duration posture, and underweight
spread product in its permissible unenhanced basket of funds. Going forward, we are focused on increasing income in order to stabilize dividend
distribution during a challenging period of erratic short-term borrowing costs.

The views expressed reflect the opinions of BlackRock as of the date of this report and are subject to change based on changes in market,
economic or other conditions. These views are not intended to be a forecast of future events and are no guarantee of future results.

Fund Information

Symbol on New York Stock Exchange MUC
Initial Offering Date February 27, 1998
Yield on Closing Market Price as of December 31, 2008 ($9.10)1 6.99%
Tax Equivalent Yield2 10.75%
Current Monthly Distribution per Common Share3 $0.053
Current Annualized Distribution per Common Share3 $0.636
Leverage as of December 31, 20084 43%

1 Yield on closing market price is calculated by dividing the current annualized distribution per share by the closing market price.
Past performance does not guarantee future results.

2 Tax equivalent yield assumes the maximum federal tax rate of 35%.

3 The distribution is not constant and is subject to change.
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As a percentage of total managed assets, which is the total assets of the Fund (including any assets attributable to Auction Market
Preferred Shares (“Preferred Shares”) and tender option bond trusts (“TOBs”)) minus the sum of accrued liabilities.

The table below summarizes the changes in the Fund’s market price and net asset value per share:

12/31/08 6/30/08 Change High Low

Market Price $ 9.10 $ 12.24 (25.65)% $ 12.45 $ 5.50
Net Asset Value $ 11.80 $ 13.84 (14.74)% $ 14.16 $ 10.11

The following charts show the Fund’s portfolio composition and credit quality allocations of the Fund’s long-term investments:

Portfolio Composition

12/31/08 6/30/08

Education 22% 19%
City, County & State 19 25
Water & Sewer 18 14
Tax Revenue 12 13
Transportation 12 8
Lease Revenue 7 8
Power 6 8
Hospital 4 4
Housing — 1

Credit Quality Allocations5

12/31/08 6/30/08

AAA/Aaa 41% 27%
AA/Aa 51 58
A/A 8 14
BBB/Baa — 1

5 Using the higher of Standard & Poor’s or Moody’s Investors Service ratings.
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The Benefits and Risks of Leveraging
The Fund may utilize leverage to seek to enhance the yield and NAV of its Common Shares. However, these objectives cannot be achieved in all
interest rate environments.

To leverage, the Fund issues Preferred Shares, which pay dividends at prevailing short-term interest rates, and invests the proceeds in long-term
municipal bonds. In general, the concept of leveraging is based on the premise that the cost of assets to be obtained from leverage will be based
on short-term interest rates, which normally will be lower than the income earned by the Fund on its longer-term portfolio investments. To the
extent that the total assets of the Fund (including the assets obtained from leverage) are invested in higher-yielding portfolio investments, the
Fund’s Common Shareholders will benefit from the incremental yield.

To illustrate these concepts, assume the Fund’s Common Shares capitalization is $100 million and it issues Preferred Shares for an additional $50
million, creating a total value of $150 million available for investment in long-term municipal bonds. If prevailing short-term interest rates are
3% and long-term interest rates are 6%, the yield curve has a strongly positive slope. In this case, the Fund pays dividends on the $50 million of
Preferred Shares based on the lower short-term interest rates. At the same time, the Fund’s total portfolio of $150 million earns the income based
on long-term interest rates. In this case, the dividends paid to Preferred Shareholders are significantly lower than the income earned on the Fund’s
long-term investments, and therefore the Common Shareholders are the beneficiaries of the incremental yield.

Conversely, if prevailing short-term interest rates rise above long-term interest rates of 6%, the yield curve has a negative slope. In this case, the
Fund pays dividends on the higher short-term interest rates whereas the Fund’s total portfolio earns income based on lower long-term interest
rates. If short-term interest rates rise, narrowing the differential between short-term and long-term interest rates, the incremental yield pickup on
the Common Shares will be reduced or eliminated completely.

Furthermore, the value of the Fund’s portfolio investments generally varies inversely with the direction of long-term interest rates, although other
factors can influence the value of portfolio investments. In contrast, the redemption value of the Fund’s Preferred Shares does not fluctuate in
relation to interest rates. As a result, changes in interest rates can influence the Fund’s NAV positively or negatively in addition to the impact on
Fund performance from leverage from Preferred Shares discussed above.

The Fund may also, from time to time, leverage its assets through the use of tender option bond (“TOB”) programs, as described in Note 1 of the
Notes to Financial Statements. TOB investments generally will provide the Fund with economic benefits in periods of declining short-term
interest rates, but expose the Fund to risks during periods of rising short-term interest rates similar to those associated with Preferred Shares
issued by the Fund, as described above. Additionally, fluctuations in the market value of municipal securities deposited into the TOB trust may
adversely affect the Fund’s NAV per share.

The use of leverage may enhance opportunities for increased returns to the Fund and Common Shareholders, but as described above, it also
creates risks as short- or long-term interest rates fluctuate. Leverage also will generally cause greater changes in a Fund’s NAV, market price and
dividend rate than a comparable portfolio without leverage. If the income derived from securities purchased with assets received from leverage
exceeds the cost of leverage, the Fund’s net income will be greater than if leverage had not been used. Conversely, if the income from the
securities purchased is not sufficient to cover the cost of leverage, the Fund’s net income will be less than if leverage had not been used, and
therefore the amount available for distribution to shareholders will be reduced. The Fund may be required to sell portfolio securities at
inopportune times or below fair market values in order to comply with regulatory requirements applicable to the use of leverage or as required
by the terms of leverage instruments, which may cause the Fund to incur losses. The use of leverage may limit the Fund’s ability to invest in
certain types of securities or use certain types of hedging strategies, such as in the case of certain restrictions imposed by ratings agencies that
rate preferred shares issued by a Fund. The Fund will incur expenses in connection with the use of leverage, all of which are borne by the
holders of the Common Shares and may reduce returns on the Common Shares.

Under the Investment Company Act of 1940, the Fund is permitted to issue Preferred Shares in an amount of up to 50% of its total managed
assets at the time of issuance. Under normal circumstances, the Fund anticipates that the total economic leverage from Preferred Shares and
TOBs will not exceed 50% of its total managed assets at the time such leverage is incurred. As of December 31, 2008, the Fund had economic
leverage from Preferred Shares and TOBs of 43% of its total managed assets.
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Schedule of Investments December 31, 2008 (Unaudited) (Percentages shown are based on Net Assets)

Municipal Bonds
Par

(000) Value

California — 139.4%

Alameda County, California, Joint Powers Authority,
Lease Revenue Refunding Bonds, 5%, 12/01/34 (a) $ 10,000 $ 9,302,800

Banning, California, Unified School District, GO
(Election of 2006), Series A, 5%, 8/01/27 (b)(c) 2,825 2,612,192

Bonita, California, Unified School District, GO
(Election of 2004), Series B, 5%, 8/01/29 (b)(c) 8,350 7,571,530

Cajon Valley, California, Union School District, GO,
Series B, 5.50%, 8/01/27 (c) 2,925 2,948,458

California Community College Financing Authority,
Lease Revenue Bonds (Grossmont-Palomar-Shasta),
Series A, 5.625%, 4/01/26 (c) 2,180 2,145,533

California HFA, S/F Mortgage Revenue Bonds,
AMT, Class II (c):
Series A-1, 6%, 8/01/20 170 168,591
Series C-2, 5.625%, 8/01/20 (d) 1,160 1,114,631
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